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A word from the
editorial team

I am the first to admit that I am a bit of a worrywart.
And who can blame me? As we watch the news with
foreboding and open newspapers with trepidation, as
we worry about our children becoming social recluses in
front of a media screen, who hasn’t wondered, with
disquietude, “what is this world coming to?”
“Today,” goes the saying, “is the tomorrow you worried
about yesterday.” We worry about the future because
we tend to fear what we do not know and are uneasy
about what we cannot understand (Phablet you said?).
But fear can sometimes paralyze us and keep us from
reaching our future goals.
Witness the characters in the movie The Wizard of Oz
(1939). As Mazen Afif points out in his article on
Organization Design, The Wizard of Od, following her
journey filled with turmoil, Dorothy Gale came back
home with renewed vision and goals. On her way, she
helps the lion find his courage, Scarecrow to get a brain
and Tin-Man to obtain a heart. “Fear of change,” says
Afif, “often leads organizations and employees into
chaos and they focus on their new roles in a way that
may affect their productivity.” But this fear should not
keep organizations from tweaking or redesigning their
organizational structure, he says.
Telecom operators in the GCC region also face an
uncertain future if they do not take the necessary
actions. In his article on the subject, An industry with
line lives, Omar Massaed points out that “Opportunity
abounds for GCC operators to prepare for future
challenges by adopting a comprehensive cost
management plan, addressing incremental efficiencies,
process reengineering, and value chain restructuring.
Operators that do not implement wide-ranging plans to
manage their costs run the risk of steep declines in
profitability.”
Wide-ranging plans seem to be the ordre du jour in this
issue of Middle East Point of View. Abdul Rahman
Batakji, in his article on the changing roles of General
Counsels (Is there a lawyer in the house?) recommends

implementing a wide-range Risk Intelligent culture to
help companies cope with expansion across borders.
“The foremost inevitable realities that businesses face
today and that GCs have to deal with are the increasing
regulatory demands and cross-border landscapes,” he
says. This expansion, he continues, is “no longer
restricted to large-scale multinationals, as even mediumsized businesses now have more capabilities to expand
to new markets through different channels and
intermediaries.”
Expansion across borders and collaboration with
international players will grow in the region as local
businesses seek to diversify and create employment
opportunities, according to Mark Taylor and Paul
Osbourn (Stronger Together). “Joint ventures,” they say,
“can be an efficient mechanism for participating
partners to realize synergies when it comes to sharing
large-scale investments, gaining access to technologies,
entering new markets, or strengthening market position
in general.” But joint ventures are not without their risks
and pitfalls, and seeing as they “are likely to be an
essential driver of growth in the Middle East… adopting
a number of best practice principles can maximize the
chance of a successful outcome.”
As successful outcomes go, the Wizard of Oz turned out
to be nothing but a humbug, a regular middle-aged
man. Dorothy Gale and her companions the lion,
Scarecrow and Tin-Man had all found what they
wanted within themselves and were all the better for it.
Sometimes the future only looks scary, but turns out
opportune.
Other articles in this issue cover the hospitality market
in 2020 Dubai, Finance Transformation, emerging public
sector regulatory services and project finance: and
although they may not divine the future, they will
certainly help us understand it.
ME PoV editorial team
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Travel, Hospitality and Leisure

Hotel
economics
Supplying hotels in Dubai will be
more challenging than securing
the demand
Ambitious growth targets
In November 2013 the Department of Tourism and
Commerce Marketing (DTCM) in Dubai announced the
need to raise the number of hotel rooms available
significantly in order to meet the growth in tourism
envisaged by 2020. The total room stock is set to
double by 2020 to around 160,000 rooms from the
number of rooms available in the market at the end of
2013. As part of its Tourism Vision 2020 the DTCM is
targeting 20 million visitors by 2020, a substantial rise
from just over 11 million visitors in 2013. The doubling
of the room stock from its current base of approximately
68,000 hotel rooms and 14,000 hotel apartment rooms
will present a host of challenges to the market. Most
industry players have raised concerns over the ability of
the market to absorb such a high rate of increase in
room supply. But it is not only the quantum of rooms
that is the issue as much as delivering this high number
in the targeted timeframe.

The demand side of the equation
Historical visitor growth in Dubai from 2003 to 2013
was 7.5 percent a year on average. In order for Dubai to
achieve the 2020 target of 20 million visitors, the rate of
growth required is almost 9 percent per year from 2014
until 2020. Over the last three years the growth in
visitors has exceeded the 9 percent target and the
growth in 2013 over the 2012 number was almost
10.5 percent following two previous periods of growth
in excess of 9 percent, proving that these high levels of
growth are indeed possible and may even be exceeded.
The development of Dubai’s tourism infrastructure and
the ever-expanding route network of Emirates Airlines
are helping to add to the number of visitors to Dubai.
The average length of stay at Dubai hotels has also risen
markedly from 2.2 days in 2002 to 3.2 days in 2013
whilst the length of stay at hotel apartments in Dubai
has risen even more from 3.1 days in 2002 to 5.3 days
in 2013, adding significantly to the demand for guest
accommodation. So assuming there are no dramatic
market shocks, we estimate that the demand side of the
equation is not a major concern.
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The history of room supply growth in Dubai
In the period between 2007 and 2011 a total of 78
new hotels were added in one of the busiest and most
concentrated development periods in Dubai’s recent
history as shown in the chart below. At its peak the
highest number of hotels delivered in a single calendar
year was 26, in 2011. Much of the planning for these
hotels would have begun at least four years prior to
their delivery, given the typical hotel development cycle.
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The supply of hotel rooms grew at a compound average growth rate (CAGR) of 4.9 percent
between 2007 and 2014.

Hotel supply target for 2020
If we focus on hotels only, the market needs to deliver
approximately 283 additional hotels between 2014 and
2020 in order to meet the doubling of hotel room stock
(an additional 68,000 rooms) based on the average size
of hotels recently developed in Dubai. According to data
provided by STR Global, there are 56 hotels under
construction or in the final stages of planning in Dubai
across all hotel grades. This means that approximately
227 additional hotels are required to meet the supply
target by 2020.
The delivery challenge
A typical hotel development cycle runs between 36
months and 48 months depending on the complexity of
the project and the scale and standard of the hotel. This
means that if hotels are to be delivered to the market
prior to 2020, the majority of the planning needs to be
completed prior to 2017 for delivery by 2020. We have
compiled a simulation of how the supply of new hotels
could be delivered in order to meet the requisite room
supply target. At the end of 2013 there were 331
hotels in Dubai. The chart below indicates our
simulated growth in supply taking into account the
known/confirmed additional hotel supply (from STR
Global data) and the required future supply growth
taking into account the typical hotel development cycle.
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The previous simulation shows that in order to meet the
supply of hotels by 2020, up to 60 hotels need to be
delivered to market in at least two consecutive calendar
years. (See chart below which shows our simulated
roll-out of new hotels.)
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Historically Dubai has managed to deliver an average
of 14 hotels per year over the last 8 years up to a
maximum of 26 hotels in a single calendar year. In order
to meet the target of doubling the hotel room stock by
2020, this remarkable achievement needs to double to
around 60 per year for at least three years, which is
likely to be quite challenging.
Building the supply is not the only challenge
Not only is the physical delivery of the number of
additional hotels in such a short timeframe going to be
stretching the contractors’ ability to meet the target but
the impact of such high demand on construction
materials, labor and, more importantly, funding is likely
to drive overall development costs higher. Between
2014 and 2020 the GCC region will witness significantly
higher levels of construction activity. Qatar is preparing
for the FIFA 2022 World Cup, Dubai is gearing up for
Expo 2020 and other general growth, and Saudi Arabia
is forging ahead with numerous massive projects
throughout the country. All of this demand is likely to
impact overall construction costs, and consequently the
attractiveness of hotel developments in Dubai, where
year-to-date construction material costs have risen by
around 5 percent between January and June 2014
alone. The mid-market sector, which is very marginconscious, will likely be impacted the most by this higher
development cost regime, thus reducing the investor
appeal for this very necessary sector of the market.

Location, location, location
In virtually any real estate investment, the mantra
“location, location, location” holds true. As Dubai has
matured into a complex and varied hospitality and
tourism market, location plays an ever increasing role in
the performance and value of real estate investments.
With an additional 283 hotel sites needed between
2014 and 2020, the selection of suitable land plots for
hotel development will become critical. The high
demand for quality sites will drive land prices ever higher
and in so doing, reduce investor returns. Mid-market
hotels are again likely to feel the brunt of this hike in
land pricing further reducing their appeal to prospective
investors.
So what does this mean for the market?
Fortunately the profitability levels at most quality hotels
in Dubai are such that there is capacity to absorb the
escalation in development costs and still render healthy
returns. For many years investors in Dubai’s hotel sector
have seen returns above other market norms. This
“normalization” of the market will actually be a good
thing for the market in the long-term. Market-wide
occupancies are likely to be lower in the coming years
and this will ultimately result in a lowering of room rates
making the destination of Dubai more attractive to a
wider audience and assist in achieving the targeted 20
million visitors in 2020 and even higher beyond that.
by Grant Salter, director, Travel, Hospitality and Leisure
Advisory, Deloitte Corporate Finance Limited (Regulated
by the Dubai International Financial Center) and Martin
Cooper, director, Real Estate, Deloitte Corporate
Finance Limited (Regulated by the Dubai International
Financial Center)
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Organization
Expodesign
2020
Audit

The wizard
of Od
Dorothy Gale lived on a farm and was swept away
to a magical land on a journey full of turmoil and
upheaval. But Dorothy ultimately returned home
with a new vision, mission and goals. Fear of
change often leads organizations and employees
into chaos and they focus on their new roles in a
way that may affect their productivity. But,
should the fear of change keep organizations from
tweaking or redesigning their organizational
structure?

Deloitte | A Middle East Point of View | Fall 2014 | 11

The journey to “meet the wizard” lies in the will to
unlock the real potential of the organization.
Organizations need Organization Design (OD) just like
the characters in the seminal 1939 movie The Wizard
of Oz needed courage, a brain, a heart, and a way
back home.
The lion was looking for courage
Organizations should realize that OD will affect their
structure, hierarchies, objectives, culture, people,
technology, processes and performance measures. But
they should also realize that the upshot of that process
is employees who are motivated and focused on
achieving the goals of the organization.
How ambitious company leaders are and how far they
are willing to go depends on, firstly, determining the
strategic imperatives that lead, eventually, to a decision
of reorganization. Determining a future vision requires
courage in itself. Leadership has to decide which areas
need immediate intervention and which changes can be
made at a later stage. It is detrimental to a company to

Organizations should realize that OD
will affect their structure, hierarchies,
objectives, culture, people, technology,
processes and performance measures.
But they should also realize that the
upshot of that process is employees
who are motivated and focused on
achieving the goals of the organization.
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define areas to change based on the promise of
immediate returns while neglecting other areas to
interfere with when the time is right.
Scarecrow needed a brain
Organization Design thinking is still a new process and
is therefore not utilized efficiently, if at all, in many
organizations. Whether organizations succeed or fail in
implementing OD depends on several factors:
• Proper role definition and allocation of
authority/decision rights in an effective way that
maximizes organizational performance;
• Proper examination of the relationship between
organization structure and culture: culture develops
around the structure and oftentimes a change in
culture requires a change in the firm’s structure; and
• Enhancement of the interactive resources i.e. the
mechanisms of communication and collaboration
across departments for greater responsiveness and
efficiency.
The quality of Human Resource systems is a key success
factor because competing in the global market calls for
sound Employee Value Proposition that in turn requires
reengineering the rewards scheme, the proper
deployment and development of human resources
and proper use of HR Information Systems.
Tin-Man wanted a heart
Despite the major and positive strategic role that HR
plays in an organization, there are still cases in which
employee performance measures are not clear and
people are still rewarded subjectively. Important HR
functions as listed below that are the core of the
organization are missing despite their critical
contribution to the wellbeing of the workforce: career
planning is absent and employee advancement
opportunities are scarce, leading to rising employee
turnover. Procedures, manuals and Job Descriptions are

Organization design

not complete or not representative of reality leading to
confused roles and responsibilities. All these are
indicators that the “heart” of the organization is not
pumping properly: the organization is in danger and in
real need for OD intervention.
Building a client-focused organizational structure
through the involvement of all stakeholders from project
incept to concept and onto implementation also plays a
major role in building a successful design backed by best
practices and principles but primarily empowered by
motivated employees eager to successfully deliver the
objectives through a structure that they contributed in
designing.
Dorothy Gale wanted a way back home
The key element of OD is ensuring that the organization
is appropriately designed to deliver optimal impact in
both the short- and long-term.
For organizations to move from the steady to the ready
stage, there are steps to be taken. These steps consist of
setting the context for the design, assessing the current
model and designing the targeted model, identifying
major processes, defining measures and governance,
implementing and evaluating design, and identifying the
tools, blockers and challenges. Organizations should
make the most of their existing talent and capabilities:
there is a need to agree on the related Talent
Management areas that need to be addressed to bring
an integrated valuable solution.

Ultimately, the question to be asked is:
are organizations ready for OD?
Optimizing organization design is
one of the most powerful yet
underutilized approach available to
professionals and executives.
No house is a home if it is not strong and solid. OD is
not simply a drawing with boxes and connecting lines.
It requires a process that begins with a vision and
the courage to face challenges and turn them into
opportunities, a strategy and a brain, which is the most
important aspect of OD, and a heart that ensures
securing the best talent to appropriately achieve set
goals.
And the organization would finally find its way home.
by Mazen Afif, director, Consulting, Deloitte
Middle East

Ultimately, the question to be asked is: are organizations
ready for OD? Optimizing organization design is one of
the most powerful yet underutilized approach available
to professionals and executives. Improved organization
design can lead to higher employee satisfaction,
improved customer experience and better financial
performance.
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Telecommunications

An industry
with line lives
Telecom operators in the GCC survived the
financial crisis and maturing markets by adjusting
to the end of explosive growth. How ready are
they to adapt again to new industry trends?
After years of strong growth, Gulf Cooperation
Council (GCC) telecom operators have slowly
adapted to the new realities of their maturing
markets. Rising oil prices contributed to sharp
increases in the level of gross domestic product
(GDP) per capita, creating an attractive telecoms
market. Between 2004 and 2007, GCC telecom
revenues grew 15 percent annually, with earnings
margins hovering around 47 percent. Fueled by
growing profits and healthy cash flow, GCC
operators went on a buying spree across the
Middle East, Africa, and Asia, acquiring existing
operators or licenses to launch their own networks.
Deloitte | A Middle East Point of View | Fall 2014 | 15

Telecom operators worldwide face numerous obstacles
to their continued success such as stagnating growth,
heightened competition, increasing investments in new
technologies, and growing consumer sophistication. As
these trends are still nascent in the region, GCC telecom
operators have thus far implemented tactical, short-term
initiatives to overcome these obstacles.
Opportunity abounds for GCC operators to prepare for
future challenges by adopting a comprehensive cost
management plan, addressing incremental efficiencies,
process reengineering, and value chain restructuring.
Operators that do not implement wide-ranging plans to
manage their costs run the risk of steep declines in
profitability.
Network costs are on the rise. An insatiable appetite for
more data is forcing telecommunication companies to
invest heavily in next generation networks. At the same
time competition has gone global, creating enormous

To meet the rising demand for data,
operators must continually expand
network capacity and roll out new
technologies, such as fiber-optic
networks and high-speed mobile
broadband (4G), all while facing
pressure from shareholders to limit
capital expenditures and maintain
healthy cash flow and attractive returns
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price pressure in most markets. On the other hand, with
declining revenues from traditional income sources such
as wire line and wireless voice, the pressure is on to look
for new products and services, but many are struggling.
GCC operators are now turning their attention outward
again–adapting to new industry dynamics and getting
ahead of the latest trends in the global telecom industry.
Data, more data
The Middle East has not been immune to the worldwide
explosion in data, driven by data-savvy consumers and
the deployment of a vast portfolio of mobile
applications. Statistics from YouTube, which accounts
for 24 percent of global mobile traffic, reveal that Saudi
Arabia has the world's most YouTube clicks per Internet
user (more than 90 million daily page views.) The Middle
East ranks second after the United States in number of
daily views, with 167 million video views per day. The
Middle East and Africa are expected to have year-onyear data increases of 133 percent through 2014.
Technology
To meet the rising demand for data, operators must
continually expand network capacity and roll out new
technologies, such as fiber-optic networks and highspeed mobile broadband (4G), all while facing pressure
from shareholders to limit capital expenditures and
maintain healthy cash flow and attractive returns.
Several GCC telecom operators have made huge
investments in fiber networks and Internet Protocol
television (IPTV) platforms, although the financial returns
are not yet clear. Newer players are competing with
embedded media ecosystems.
Aggressive OTT players
The rise of new competitors, broadly dubbed over-thetop (OTT) players, has the potential to impact the global
telecom industry. They offer attractive services via their

Telecommunications

own platforms and ecosystems, including voice over
Internet Protocol (VoIP), instant messaging (IM), and
services such as TV, video, and music. And while
subscribers pay telecom operators for fast connections,
most revenue comes from pay-per-usage and
advertisements. Operators benefit by charging
subscribers for data consumption, but it is often
restricted by data packages that offer unlimited data.
As a result, the battle between operators and OTT
players has begun for voice revenues (especially
high-margin mobile international traffic), Short
Message Services (SMS), and media.
Consumer behavior
Not so long ago, subscribers would make conscious
decisions about which telecom operator to join, if they
had a choice at all. Low-value subscribers generally
chose the best value-for-money option, and high-value
subscribers chose the operator with the best network
and the most extensive portfolio of value-added
services. Today's subscribers want the latest
smartphones, tablets, applications, and content, most
of which is neither owned nor sold by an operator.
How to adapt with new trends
Although some of these services have been around for
a few years, operators have to actively offer value
added services (VAS) such as M-Health, M-Education,
and M-Banking. They will need to offer high quality
voice solutions to limit the impact of eroding revenues
and profitability from Voice-over-Internet Protocol (VoIP)
players such as Skype.
To fight the decrease in SMS usage, operators need to
consider offering enhanced functionalities in the instant
messaging (IM) domain such as multi-user
conversations, sharing of pictures, and status updates,
by either partnering or entering alliances with other
players, or by offering their own platforms.

The mobile telecoms market in the
region continues to display signs of
growth. Driven by strong mobile
handset data growth, telecoms service
revenue in the Middle East and North
Africa (MENA) region will grow at a
compound annual growth rate (CAGR)
of 2.9 percent during 2013-2018
(mobile at 3.3 percent and fixed at
2.8 percent), to reach US$96 billion
in 2018.
Operators will need to also invest more in machine-tomachine (M2M) communication, which is expected to
be a major growth market. The right partnerships to
bundle connectivity with high value products (for
example e-readers, cameras, laptops, cars and Internet
of Things (IoT)) is critical.
Lastly, operators will increasingly need to enter the
nascent, fast-growing cloud services market, which is
opening up opportunities in consumer and enterprise
businesses. Because the cloud market is relatively new,
this is the optimum time for telecom operators to begin
to capitalize on the opportunity with the right value
propositions, the right technology and go-to-market
partnerships and investing in large data centers.
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Growth of mobile in MENA
The mobile telecoms market in the region continues to
display signs of growth. Driven by strong mobile
handset data growth, telecoms service revenue in the
Middle East and North Africa (MENA) region will grow at
a compound annual growth rate (CAGR) of 2.9 percent
during 2013-2018 (mobile at 3.3 percent and fixed at
2.8 percent), to reach US$96 billion in 2018.
The market will continue to be dominated by mobile.
Mobile retail revenue will grow from US$50.4 billion in
2013 to US$59.1 billion in 2018. Growth will be driven
by handset data spending, with smaller contributions
coming from non-handset mobile broadband and
mobile voice. The fixed market will also continue to
grow in all countries–from US$23.7 billion in 2013 to
US$27.3 billion in 2018, driven by fixed broadband and
IPTV revenue, while fixed voice revenue will decline in
most countries.

The focus in most markets is on
reducing costs without impacting
service quality. Thus key cost
optimization strategies include
networking outsourcing,
organizational restructuring and
rationalizing asset portfolios.

18 | Deloitte | A Middle East Point of View | Fall 2014

At country level, five of the eight major markets that
we model individually–Algeria, Morocco, Qatar, Saudi
Arabia and the UAE–show strong net growth in
telecoms service revenue. The fastest growing of these
will be the UAE, at just over 3 percent CAGR, closely
followed by Algeria and Saudi Arabia. In Kuwait,
revenue will decline at a CAGR of -0.2 percent. Egypt
will only experience marginal growth because of
political instability.
The focus in most markets is on reducing costs
without impacting service quality. Thus key cost
optimization strategies include networking outsourcing,
organizational restructuring and rationalizing asset
portfolios.
The power to survive
The GCC telecoms industry continues to be a highly
dynamic sector and GCC operators are faced with
considerable challenges in 2014 and beyond. Operators
that act now will ensure they remain relevant and
maintain healthy growth and profit margins.
Operators, particularly those in GCC countries, need to
be prepared for the significant impact of over-the-top
(OTT) messaging and eventually voice, as the
penetration of smartphones passes the 50 percent mark.
Early movers in 4G deployment should aim to maximize
the initial opportunity for premium pricing for 4G, but
international examples show that the 4G premium is not
sustainable, so it is important to be realistic about the
length of time this can be maintained. Alternative
strategies to monetize mobile data are critical, as are
strategies to accelerate revenue development from
adjacent market partnerships and new business models.
To cope with increasing network complexity, investment

Telecommunications

requirements and the financial expectations of
shareholders, GCC operators will continue to improve
their balance sheets by off-loading assets and adopting
a more asset-light model in line with developments in
Asia, Europe, and North America. As a consequence,
more managed services outsourcing deals of core
activities such as network operations and maintenance
are expected, as is the selling of assets, such as towers,
to specialized tower companies. Operators will benefit
from the scale and expertise of these third parties and
be able to move from the traditional network and
infrastructure focus to critical topics such as pricing,
retention, customer experience, and digital
diversification.

Operators, particularly those in GCC
countries, need to be prepared for the
significant impact of over-the-top
(OTT) messaging and eventually voice,
as the penetration of smartphones
passes the 50 percent mark

by Omar Massaed, senior director, Audit, Deloitte
Middle East
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“Is there a lawyer
in the house?”
The shifting role of General Counsels
Over the last three decades, the role of the General Counsel
(GC) in organizations has been gradually shifting from the
old-school perspective of the policeman–called in
sporadically to fix a situation–to the essential addition to any
organization aiming at sustaining its growth, reputation,
stability and compliance.
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Legal

Although from an old school perspective the limited and
defined role of the GC as rescuer may prevail, the GC’s
role has been molded and folded over the years due to the
changing face of business and the inevitable challenges it
presents. So how do today’s business leaders perceive the
role of GC; Is it that of protector or preacher; or both?
Defining the role of a GC has come a long way, yet may
still be faced with some equivocation. During the 1970s
and 80s, hiring in-house lawyers was considered the
optimum solution for businesses to reduce increasing fees
spent on external legal counselling. A similar trend was
noticeable during and after the financial crisis of 2008
when business leaders thought that having their own inhouse legal counsel was by far a more convenient means
of tackling the organization’s risk-related issues and
reducing costs for external legal fees. Inasmuch as these
are, and remain, valid considerations, the aforementioned
can no longer serve as the only drivers justifying the
recruitment of the General Counsel.
The typical duties entrusted to GCs can range from
drafting and reviewing legal contracts, handling client
negotiations, standardizing internal processes, liaising,
monitoring and preventing, to the extent possible,
potential litigation against an organization. While carrying
out his typical duties, the GC builds on his acumen of
knowledge and experience within the context of defined
parameters such as the legal framework of specific

jurisdictions. While delivering their duties, GCs may also be
faced with typical inherent challenges. Some practitioners
may avoid disclosing certain details to their GCs, thinking
probably that maintaining this “safe distance” may avoid
compromising a long-awaited business deal; or trying to
avoid a situation of being “lectured” on how to do their
own jobs. It is those very typical challenges where GCs
need to exert additional efforts to soothe and act
proactively, in order to change a certain misperception
about his or her role. GCs need to reconsider their own
tone and mindset in communicating and advocating
their views.
The typical responsibilities of the GC listed above remain
essential. The question is do these duties alone suffice in
the course of handling organization-wide predicaments,
risky and devastating if neglected, and which may impose
huge challenges to businesses yearning for sustainability
and growth?
Continually evolving challenges
The foremost inevitable realities that businesses face today
and that GCs have to deal with are the increasing
regulatory demands and cross-border landscapes.
The expansion of businesses across borders is now more
prevalent than it has been during the last three decades.
Geographic expansion is no longer restricted to large-scale
multinationals, as even medium-sized businesses now
have more capabilities to expand to new markets through
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different channels and intermediaries. The pace of
development and growth of the business landscape is
more notable in the professional services industries. These
businesses, as others, do not bind themselves to
geography; yet one differentiator in their success is their
willingness to understand and adapt to the cultural,
business norms and ethics and the legal framework of the
targeted geographies, all of which could be markedly
different to those of their own countries of incorporation.
Employment and nationalization laws, contract laws,
principles of liability exposure and indemnification,
performance warranties and professional indemnity
insurance, rules governing public bids and other areas are
all examples of distinct bases of the wider risk arena that
professional service providers may face while operating
outside of their jurisdictions.
In addition to what can be categorized as the “domestic
national laws or regulations” noted above, comes the
overarching supranational regulatory requirements and
sanctions, which as a matter of reality have, and will
continue to reshape the business world and to establish a
new economic world order.

The foremost inevitable realities that
businesses face today and that GCs
have to deal with are the increasing
regulatory demands and cross-border
landscapes
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Whether the interference by governments is right or
wrong as a principle does not change the reality
businesses face today. The debate on the merits of
autonomous versus responsive law may continue to be a
long-lasting one; as each ideology has its own objectives,
advantages and disadvantages for society at large. An
interesting observation though on the regulator’s
intervention over the past decades, and “ironically” in
economies established on the “laissez faire, laissez passer”
ideology, is that such interference by governments has
substantiated a doctrine in the world today that businesses
may not be left “unleashed.” This can be better
comprehended as a consequence of some malpractices
that have led to devastating outcomes which impacted
economies in the last thirty to forty years. Accordingly,
the rationale behind the issuance of acts such as Foreign
Corrupt Practices Act, Anti-Bribery laws, Anti Money
Laundering, Sarbanes Oxley Act, Dodd Frank Act and a
list of other laws and acts that tackle different aspects of
business, regulated or non-regulated, is now more
comprehensible.
Compliance with sanction laws imposed by foreign
governments or supranational bodies follows the same
argument; though the primary difference in the case of
sanctions is the political driver (in most scenarios) initiating
such sanctions.
Inasmuch as the argument on the enforceability of foreign
rules and policies from a “sovereignty” perspective is valid,
the reality also requires businesses to reconsider their views
on this aspect. Some “domestic” policies have been
structured in a way that –in fact– enables their scope of
application to extend beyond domestic territory and reach,
potentially, any market and imposing a minimum of
unavoidable restraints for doing business. Some clients
have no option but to be bound to a “forced marriage”
with these set policies, regulations or sanctions, to an
extent that it is up to the service provider to think carefully

Legal

whether it is worth shouldering these onerous obligations
or refrain from working with that client and lose a strategic
business account.
The way forward and the new role of GCs
So how should organizations and their GCs deal with such
continuously expanding parameters, such unequivocal
established realities, in today’s business world? The answer
lies in a change of mindset and approach, a shift in culture
where the knowledge of risk is assumed by the whole
organization and not by the GC alone.
Shifting to a Risk Intelligent culture within an organization
now makes more sense than ever. It is becoming all the
more evident for organizations to have a more
homogeneous level of risk-cognizant culture among the
different bodies and functions within these organizations.
Awareness of risk-related matters must no longer be
privileged to legal departments and senior executives;
but rather “Knowledge for all” is what needs to be a
prioritized goal for business leaders and GCs. Enhancing
the level of awareness among departments, functions
and teams should be carefully planned both by senior
executives and GCs; all in an organized, tactful and timely
basis so the purpose of such initiatives is made clear.
Although the level of awareness may range depending on
levels and functions, it is to the organization’s own benefit
to have well-informed leaders and teams on different
aspects; all prepared and ready to identify, adapt and take
action when it comes to risk-related matters. More
importantly, the “tick-a-box” approach in understanding
the size and impact of the noted risks does not achieve the
purpose. While serving his or her organization, it is the
GC’s role to exert that extra effort in liaising, coordinating
and educating his or her colleagues on risks in an
unsophisticated and focused approach. The onus is
collective, but the result can be more rewarding.

Some “domestic” policies have been
structured in a way that –in fact–
enables their scope of application to
extend beyond domestic territory and
reach, potentially, any market and
imposing a minimum of unavoidable
restraints for doing business
by Abdul Rahman Batakji, legal advisor, Deloitte
Middle East
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Integrated Project Monitoring

“Proceed
with Caution”
Better controls for a burgeoning
development market
During the previous Middle Eastern development boom,
consumer confidence was high, investment was of a
staggering scale and all aspects of economic life
appeared to be on an upward trajectory. Reports of
tickets, used simply to gain access to the offices of some
of the major developers to purchase units, were
exchanging hands for hard currency, and lavish launch
events were held for virtually all new development
projects.
Forward to 2009/2010 and the picture is markedly
different. The world economy is in crisis, the debt
market is in turmoil and real estate development is on
life support. The days of profligate spending, extravagant

lifestyles and speculative development were ended
virtually overnight. The causes of such failures are well
documented, but ill-considered, highly leveraged and
over-engineered developments were always likely to fail
in a market as dynamic as this.
The graph on the following page says it all. Between
2009 and 2014, the number of cancelled developments
in U.S. Dollar value alone is truly staggering, peaking at
US$3.5 billion in the summer of 2011. This statistic
applies only to the UAE but it could be extrapolated
across the entire region and produce similarly startling
results.
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Figure 1: Project Values (US$ million) cancelled in the UAE from 2009 to present day
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When a market that has become artificially inflated, as
the development market in this region was back in 2008,
there really is only one inevitable direction, and that is
down. But the speed and depth of the decline here in
the Middle East was probably the most surprising thing.
Fast forward to 2013
If we now look over the past 12-18 months, we can
already see that the development market is slowly
returning to pre-2008/2009 levels. Press reports abound
relating to unsustainable rental increases, stampedes at
developers’ offices when new schemes are launched
and the questionable levels of cash purchases that are
inflating the market. According to MEED Projects, there
are US$2.5 trillion-worth of projects either planned or
underway as at April 2014.
Figure 2: Development activity across the GCC, February
2013

US$ 2.5
Trillion

Source: MEED Projects

26 | Deloitte | A Middle East Point of View | Fall 2014

The International Monetary Fund (IMF) has been active
in expressing caution over the GCC’s latest development
cycle, urging restraint and calling for greater control at
policy level to curb debt to equity ratios, increased due
diligence in respect to cash purchases and much greater
powers for government to even out the peaks and
troughs of such a cycle. Moreover, the IMF has been
actively promoting the introduction of mechanisms to
prevent “flipping” properties in the region and it is
certainly something that governments across the GCC
are considering.
While this is commendable at a policy level, what is
needed is constraint at a systemic level by ensuring there
is sustainable growth across real estate and construction
industries by implementing better controls and
mechanisms across all sectors, through changing
behavioral patterns.
Consider, implement, monitor
So what are the appropriate control mechanisms that
need to be put in place to avoid a system-wide crash as
experienced in 2008? Due diligence, cautious planning
and careful monitoring are some of the controls that
spring to mind.
Historically, key lending and credit decisions have been
made with misleading and/or incomplete information,
typically prepared by construction specialists who lack
the financial and commercial expertise to translate
project specific information into a format suitable for
use at credit committees. Often, a detailed business case
that considers fully all of the risks and opportunities for
that particular investment would not be made, nor
would it consider in finite detail the wider financial
contemplations outside of the raw construction costs.
When projects run into difficulties and lenders are asked
to provide additional financial support, they often
request both legal advice and an independent review
of the financial position and forecast performance in
order to understand the severity of the situation. This
involves an independent third party review of
construction progress and remaining costs to complete,
in addition to a review of prevailing market conditions in
order to understand income projections, which are then

Integrated Project Monitoring

translated into revised financial forecasts. After this,
much stricter financial controls are often put in place
through to ultimate completion.
This could potentially be avoided by implementing
tighter, integrated controls at the outset of projects.
In order to reduce the risks attached to real estate
project financing, an integrated approach to monitoring
should be taken from initial feasibility assessment
through to ultimate completion, handover and
operation. This would typically include the full range
of construction and financial technical skills and
commercial expertise required to understand and
continuously monitor the financial performance of
projects overall.
This typified “Integrated Project Monitoring” would
incorporate an initial feasibility study to give an
indicative, high-level assessment of project viability prior
to any facilities being extended. This would be followed
by a detailed construction program and risk review, and
preparation of the financial business model against
which ongoing performance will be monitored, and
would then be followed by detailed periodic monitoring
of performance and analysis of variances against the
original business plan.
So while the real estate and construction markets may
well be returning to levels akin to those in 2007/2008,
certainly in terms of releases of new developments,
there does appear to be acknowledgment at policy level
to better control the surge in development that is
predicted to 2020 and beyond.
Although there has been alarm at the perceived
escalation in rental values in the residential sector, there
is some evidence to suggest that unit sales (as opposed
to rental prices) are at least cooling. Indeed, there have
been numerous articles recently written about the
waning of prices in the residential sales market, and this
has been supported by the recent announcement from

Initial feasibility study

By implementing a more considered
approach through Integrated Project
Monitoring, the initial business plan
will be far more robust as there will be
a greater level of financial and technical
due diligence from the outset
Moody’s, the ratings agency, to categorize one of the
region’s largest developers at B1 status (which is one
step below investment level.) While this is not viewed
as a reflection of that particular developer, it is a
reaction to the potential over-supply that may
inevitably impact sales prices.
This brings us full circle. By implementing a more
considered approach through Integrated Project
Monitoring, the initial business plan will be far more
robust as there will be a greater level of financial and
technical due diligence from the outset. Furthermore, by
initiating a regime of detailed and independent
checking, it will ultimately safeguard the investment
by tracking progress against pre-determined metrics
(financial, technical and time-related) using appropriate
advisors to provide this level of assurance.
by David Stark, managing director, Reorganization
Services, Deloitte Corporate Finance Limited (Regulated
by the Dubai International Financial Center) and Ben
Hughes, director, Infrastructure and Capital Projects,
Deloitte Corporate Finance Limited (Regulated by the
Dubai International Financial Center)

Detailed business plan and
construction timetable

Periodic progress
monitoring reports
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More than
just a number
Finance transformation in the
Middle East
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Finance

The finance industry, in the Middle East in
particular, is going through a major
transformation phase where Chief Finance
Officers (CFOs) are constantly looking for ways
to radically improve business performance.
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What is Finance Transformation?
Finance executives today must take a broader range of
responsibilities than existed in their traditional role as
corporate accountant, including the effectiveness of
the finance function, quality and consistency of the
information and data, finance talent management,
internal controls and corporate governance and business
performance management. In a nutshell, the role of the
corporate executives is to ensure that they have effective
people, process and technology in place to be successful
and competitive in the market.

It is important to remember that
Finance Transformation is not a onesize-fits-all solution and it doesn’t
always mean a massive overhaul of
the Finance function. Successful
transformation can be achieved by
addressing shorter-term initiatives that
remain true to the longer-term vision of
finance and the organization as a whole.

Finance Transformation enables CFOs and finance
executives to radically improve business performance.
By streamlining management information to improve
operational effectiveness and decision-making, the
world-class finance function can be a significant driver
of shareholder value. It is important to remember that
Finance Transformation is not a one-size-fits-all solution
and it doesn’t always mean a massive overhaul of the
Finance function. Successful transformation can be
achieved by addressing shorter-term initiatives that
remain true to the longer-term vision of finance and the
organization as a whole.
Finance Transformation is an “umbrella” set of services
to help CFOs and finance organizations improve the
capabilities in the various roles they play in order to
effectively generate and preserve value.
There are a number of challenges that should be
considered by the CFO when defining a Finance
Transformation agenda. These challenges include
ensuring that the accounting, risk and control processes
are compliant and provide accurate, timely and useful
information. An important challenge faced by the CFO is
stakeholder management and talent retention. How
does a CFO serve the needs of different stakeholders
and how does she attract, develop and retain the talent
required to fulfill the Finance function’s mission?

The key challenges faced by the CFOs include:

Control challenges

Efficiency challenges
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Performance challenges

Execution challenges

Finance

Stimulate behaviors
across the organization
to achieve strategic
and financial objectives

Provide financial leadership
in determining strategic
business direction and align
financial strategies
Leading edge
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As the Middle East market grows rapidly, the need for
a Finance department that moves beyond number
crunching to a more proactive role of streamlining
business processes to continually improve both quality
and effectiveness becomes more evident. But as the
CFO dons the many hats required for a Finance
Transformation initiative, it is important for him to
maintain the key balance between serving the needs
of the stakeholders and preserving value and
competitiveness.
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Finance
function

It is vital for the CFO to understand the finance
function’s overall capability to effectively serve the four
key roles and utilize the most effective operating model
to deliver these capabilities at benchmark cost to stay
competitive.
When is Finance Transformation required?
A Finance function’s processes, talent, systems, policies,
and organization are used as the enablers to deliver
value to the enterprise. Finance Transformation:
• Focuses on addressing issues and opportunities within
a finance function to improve efficiency and
effectiveness in order to more effectively collaborate
with the business, and to deliver value to the
companies and shareholders they serve.
• Focuses on identifying opportunities for finance
functions to create value across core drivers such as
strategy and execution, governance, risk and capital,
performance and decisions, and closing and
transaction processes.
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The four faces of the CFO–a global perspective
CFOs play a key role in managing external stakeholder
expectations to confirm alignment of investors’ and
management’s views on the value of the business.
There are four key roles that the CFO and finance
organizations need to play: Strategist, Catalyst,
Operator, and Steward (see chart.) This forms the basic
framework in evaluating finance function capabilities.
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Operator

Steward

Balance capabilities, costs
and service levels to fulfill
the finance organization’s
responsibilities

Protect and preserve the
assets of the organization

Drivers of Finance Tranformation

New financial
system
implementation or
reimplementation
Financial
restatements,
delayed filings,
material
weaknesses, or
other financial
reporting issues
Localized
process or control
problems, such as
difficulty closing
the book in a
timely manner

Major shift in
business or strategy
organization

Operational
failure

Drivers of Finance
Tranformation

Appointment of a
new CFO or senior
finance executive

Finance cost
reduction
initiatives

Major merger
and acquisition

By Gabriel Mustafa, senior manager, Consulting,
Deloitte Middle East
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Stronger
Together
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Joint Ventures

Joint ventures (JV) can be an efficient mechanism for
participating partners to realize synergies when it comes
to sharing large-scale investments, gaining access to
technologies, entering new markets, or strengthening
market position in general. However, creating a joint
venture can be a complex process that is not without
pitfalls and risks. Given that JV establishment is likely
to be an essential driver of growth in the Middle East,
this article considers why this is a favored strategy and
how adopting a number of best practice principles can
maximize the chance of a successful outcome.
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Why JV and why the Middle East?
The overriding macroeconomic factor that will see local
businesses collaborate increasingly with international
players is the need to diversify and create additional
employment opportunities. Historically, up to 80 percent
of government revenue and export earnings have been
derived from the oil and gas industry. It is widely
acknowledged that GCC policymakers need to develop a
balanced, diversified industrial base to reduce
dependence on hydrocarbons as reserves are depleted
and alternative sources are developed. Additional and
varied employment opportunities are required for a
young and growing domestic workforce. Consequently,
alternative industries outside of the public sector and
the oil and gas industry will need to be developed. It is
therefore highly likely that the private sector, and
specifically family businesses, will play a major part in
this trend given their pivotal role in the economy.
Outside of government and the oil and gas industry,
family-owned businesses are the predominant form of
commercial entity within the Middle East. Some
estimates suggest that 80 percent of non-oil GDP is
accounted for by privately owned business. However,
this segment of the economy is still relatively young and
most businesses are still managed by first or second

Some estimates suggest that 80 percent
of non-oil GDP is accounted for by
privately owned business. However,
this segment of the economy is still
relatively young and most businesses
are still managed by first or second
generation family members.
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generation family members. Many started as trading
businesses but now cover a broad spectrum of
commercial activities. As these family groups in the
region seek new opportunities to grow and diversify, it is
likely that joint ventures with international partners will
continue to represent an important strategic tool. In
addition to the macroeconomic factors outlined above,
there are compelling reasons why this will be the case:
Growth is essential
Many family offices are now in, or moving toward their
third generation. Given that the average family size is
five children, there is an obvious requirement to grow
the family business in order to preserve wealth and
avoid significant dilution as more and more demands are
made of the group’s resources and investments. Some
estimates calculate that annual compound growth
(ACGR) needs to be close to 20 percent to avoid
dilution.
Organic options are difficult
Establishing and growing domestic concepts is time
consuming and difficult and will often be competing
with established imported international brands and
concepts. Additionally, local R&D (Research and
Development) capabilities are seldom as advanced as
those from long-established players in advanced
economies.
Good acquisitions are hard to find
With commerce dominated by family groups having a
tendency to buy and hold assets for the long-term or
permanently, good fitting acquisition opportunities are
relatively rare and therefore often fiercely contested.
For a family group, a JV with an international partner
will typically be motivated by access to Intellectual
Property (IP) and/or the transfer of technology or
knowhow that is otherwise unavailable to them. A
product or marketing alliance whereby distribution or
franchise rights to products, brands or retail concepts

Joint Ventures

are granted to a local player allows international brands
to minimize the risk of entry to local markets that might
otherwise remain closed to them. Joint domestic
manufacturing may also be established developing local
jobs and skills while cutting product manufacturing and
distribution costs. Family office groups are uniquely
positioned to develop international concepts and
products within their home market given legislative
requirements for a local partner and their strong local
networks and relationships.
JV Best Practice–what can be learned?
There are costs and benefits to JV structures. Having a
clear understanding of these will facilitate making an
informed choice.
JV pros
• Opportunity to leverage the distinct strengths of both
partner organizations.
• Cuts investment or funding costs versus developing
commercial opportunities in-house.
• Partner skill sets are complementary, making the value
of the JV greater than the sum of its parts, as well as
providing quick and low-cost access to expertise in
areas of weakness.
• Reduces downside risk should the partnership not
deliver the expected returns.
• Increased power over the activities and principles
guiding the JV's operations and objectives compared
to a minority interest investment.
• Allows a deal to be done when funding might
otherwise preclude it, since partners can contribute
things other than cash, such as assets, IP or knowhow.

For a family group, a JV with an
international partner will typically be
motivated by access to Intellectual
Property (IP) and/or the transfer of
technology or knowhow that is
otherwise unavailable to them
JV cons
• No overall control. In the event of deadlock between
the partners there has to be a mechanism for decisionmaking, and by definition this will not always deliver
each partner's preferred outcome.
• While different services will be provided to the JV by
each of the partners, there will be synergies that are
unobtainable under this structure.
• While the local partner gets immediate and low-cost
access to established international brands, it will be
investing in developing someone else’s brand equity
and remains exposed to shocks to that brand outside
of the local market and their control.
• Rewards of success are shared with the JV partner.
• Need for an exit plan to avoid value destructive
deadlock. In the event that the JV is terminated, each
partner should be protected against the other to avoid
using the knowledge or market entry gained through
the JV to set up in competition themselves.
• Being more complex arrangements to enter into, JVs
tend to require a more widely scoped and complex
due diligence process and carefully drafted Sales and
Purchase Agreements (SPA) and other contractual
terms.
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There are, however, a number of common challenges that JV partners face. Mitigation strategies considered and
agreed upfront will set the foundations for a solid working relationship.
Challenge

Context

Mitigation

Vision

• The JV’s vision and objectives are critical

• Early development and clear definition of
the JV’s operating model, objectives and
priorities

Governance

• Each partner (and the JV’s management team) • Establishing the constitution of the Board and
will have different agendas, needs, ideas, and the governance structures upfront will create
priorities
a framework for decision-making and issue
resolution

Management

• The absence of a clear controlling stakeholder • Appointing an effective and empowered
can create uncertainty around whose
Management team, responsible to the
objectives performance is measured
Board is critical for meeting objectives
and driving value
• Clear allocation of roles and responsibilities

Partner
• The JV will be inefficient or fail without the full • The commitment of responsible partner
sponsorship and
commitment of both partners
executives will simplify communication and
requirements
• Understanding and managing stakeholder
decision-making
objectives and personalities is critical
• Early and comprehensive definition of the
areas and mechanisms for communicating
with, and reporting to, the partners is critical
Change

• A framework is required that enables change • Investing up-front in the JV’s guiding principles
and avoids costly stalemate
will be time well spent. Tightly defined legal
arrangements may drive uncommercial
decisions.

Synergy
delivery

• Often JVs are established to deliver synergies • Early identification of synergy areas and clear
neither partner could achieve independently
delivery plans needed
• Delivery is therefore key to success
• Robust progress reporting required to highlight
issues and enable prompt corrective action

People
management

• JVs are rarely transacted speedily as they
• Retaining and motivating key talent and
depend upon diverse stakeholder agreement
providing certainty where possible requires an
• A prolonged process may be distracting for
effective communications program
employees

Conflicts

• Existing partner relationships may lead to
conflicts within the JV

Exit

• A shared understanding and agreement
• Early planning of exit scenarios recommended
surrounding when and how the JV might end • Legal agreements are rarely effective at
is an important component of establishment
protecting the parties from changing
circumstances
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• Implementation of a clear framework for
dispute resolution

Joint Ventures

We believe successful Joint Ventures are characterized
by consistent themes:
Clarity of purpose
• Ensure the JV’s rationale and objectives are set out
clearly from the start for all parties.
• Communicate clearly to ensure broad buy-in across
the organization.
• Identify synergies and establish clear responsibility for
their achievement.
• Agree how value will be derived and shared with the
JV partners.
• Focus on a small number of critical initiatives.
Control
• Implement robust planning, program management
and reporting processes to underpin the JV’s
objectives.
• Carefully consider the appointment and alignment of
the JV’s leadership team.
• Allocate your best people to managing the
implementation of the JV.
• Make planning and reporting frameworks as practical
as possible.
• Tackle risks and issues quickly and take tough
decisions early.
• Track benefits rigorously and ensure only one set of
numbers.

Family office groups are uniquely
positioned to develop international
concepts and products within their home
market given legislative requirements
for a local partner and their strong local
networks and relationships
To conclude, the establishment of Joint Ventures will
continue be an important driver of economic growth
within the region. However, agreeing key issues up front
and forward planning for all scenarios will minimize the
risk of disharmony between partners.
by Mark Taylor, director, Corporate Finance Advisory,
Deloitte Corporate Finance Limited (Regulated by the
Dubai International Financial Center) and Paul
Osbourn, director, Transaction Services, Deloitte
Corporate Finance Limited (Regulated by the Dubai
International Financial Center)

Managing people
• People management and open, honest and timely
communication are the main differences between
success and failure.
• Recognize that major change creates uncertainty.
• Plan for change at all levels across the organization
and ensure effective support and training are
available.
• Realign objectives and rewards.
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On the
road(map)
again
Balancing the emerging regulatory requirements
in the Middle East public sector
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Public Sector

Final
destination

Governments in the Middle East seeking to play a more important
economic role on the global map have, over the last two decades,
been looking to exert a more positive influence and building trust
within their own citizens and other governments alike. As such,
and in order to fulfil their strategic objectives, these governments
have invested significantly in large transformation initiatives
within the public sector, more specifically, in the modernization
of Government through the development of next generation
Information and Communication Technologies (ICTs) for public
services (or what is more commonly referred to as e-Government)
which has revitalized public administration, overhauled public
management, fostered inclusive leadership and moved civil service
towards higher efficiency, transparency and accountability.
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Vital to the success of the modernization initiatives
within the public sector in the Middle East has been the
establishment of the relevant regulations that control
and govern the conduct of government entities and
simultaneously addresses the threat landscape as they
navigate through the implementation of these
programs.
More recently, the Middle East has seen regulation
introduced in domains like cyber security, quality
assurance, service resiliency, environmental management
and work-related health and safety; when combined
with some government entities’ desire to align with
related internationally recognized best practices, such as
the frameworks issued by the International Organization
for Standardization (ISO), difficult questions have arisen
such as:
- With all these regulations have we created tremendous
overhead in the operations of these organizations?
- And with this overhead, are governments seeing the
expected results?
The key challenge in adopting these regulatory
programs has been the need for each entity to tailor and
find the right balance for resource allocation between
the regulatory requirements, best practices and its own
organizational requirements. Entities that have failed to

More recently, the Middle East has
seen regulation introduced in domains
like cyber security, quality assurance,
service resiliency, environmental
management and work-related health
and safety
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do so have been mired with costly and distorted
programs, which have led to failures in complying with
the requirements in some cases and have escalated to
the level of jeopardizing the maturity level of business
operation services in others.
Key challenges
Complying and maintaining various regulatory and Best
Practice requirements must be driven, managed and
monitored in a holistic approach and a coherent
strategy. Instead, in the case of many government
entities, a reactive rather than a proactive model is being
applied, treating the implementation and maintenance
of these requirements as a “check box” or “to-do” task
and executed in a siloed approach, which has very often
been affected by one of the following reasons:
• Increasing number of regulatory bodies
The past few years have seen a remarkable increase
in the number of new regulatory bodies, each one
releasing various regulatory programs to address
different domains. These programs, while necessary
to achieving the desired outcome for pan-government
performance, have resulted in excessive cost to the
government entities by failing to leverage the crossregulatory synergies and duplicating in many cases
the implementation and reporting efforts.
• Governance structure
Not everyone is responsible for compliance. Surely,
adequate implementation of regulatory requirements
is on everyone’s radar, but “ownership” and
“accountability” have to be clearly defined and
assigned to specific people. A reform of the public
sector entities’ structure did not follow the
introduction of the new regulatory program
requirements. A majority of the entities have struggled
to align with the introduction of these programs and
assigned the responsibility for implementing the
regulatory requirements on an ad-hoc basis in
accordance with the existing organizational structure.

Public Sector

Although efficient to a certain extent, assigning the
implementation and monitoring responsibilities to the
functional operating units without proper planning,
can bring its own headaches, such as prioritizing the
daily challenging operational activities over the
compliance requirements.
• Budgetary constraints
Achieving government modernization initiatives in the
post-global financial crisis world is putting public
sector entities under immense pressure of doing more
with less as the number of regulatory requirements
increase and the budgets get smaller. Cutting services
or compromising the quality of these services is not a
favorable option. The current siloed approach for
complying with regulations is resulting in low
efficiency and high costs, leading to losing the trust
and motivation necessary to implement the regulatory
programs.
• The human factor
Many entities within Middle Eastern governments
believe that technology alone is sufficient to meet
regulatory requirements. The reality is that these
emerging requirements necessitate the involvement of
talented people with the right specialization.
Regrettably, there are very few specialized people,
globally and regionally, in the fields of cyber security,
quality assurance, services resiliency, environmental
management and work-related health and safety.
Currently, the knowledge and expertise in these
domains is limited to self-studies or readings, training
and practitioners’ experience or lessons learned.
Additionally, governments and regulatory bodies have
yet to consider prepping the next generation for these
domains by embedding and dedicating educational
programs as part of their respective educational
curricula.
• Culture and awareness
Although several governments have initiated award
programs to recognize excellent service performance
in order to provide incentives and motivation to public

Adequate compliance with regulations
and best practices requires a
cooperative and shared responsibility
between the government, regulatory
bodies and the public sector entities
sector entities, it is getting even more common to
treat regulatory requirements implementation by
“ticking the box.” Regulatory bodies have not
established an appropriate mechanism to demonstrate
how to embed regulatory requirements in a business
model, providing real value to the services and
enabling effective and efficient operation that
increases the maturity of the entity. While it is
reasonable to assume that the entities, as opposed to
the regulatory bodies, are responsible for creating a
compliance culture framework that bridges the gap
between the importance of adequate implementation
and improvement of the public services performance,
it is also true that as the number of requirements and
entities grows, the need for centralizing and
mandating the practices becomes more essential
for standardized and focused implementations
toward the main objective.
• Automation
It is practically impossible for both, the entities and the
regulatory bodies, to manually manage and monitor
the implementation status of regulatory requirements.
A customized solution that enables and facilitates the
implementation and maintenance of regulatory
programs has yet to be considered, leading to a
degradation in the quality of the implementation and
therefore preventing the maturity and performance
increase of the services.
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Hiring talented employees, training
people and creating a compliance
culture should be on the top of the
executive management’s priority list
As regulations and best practices expand at a fast pace
with the fast changing threat landscape, forwardthinking leaders are concerned about the
aforementioned challenges, more specifically, about the
reactive, rather than proactive, approach in managing
regulatory programs that may expose them to legal and
reputational risk or afford them more costs than
benefits.
Overcoming the problem
Adequate compliance with regulations and best
practices requires a cooperative and shared responsibility
between the government, regulatory bodies and the
public sector entities. Overcoming the current challenges
necessitates a coordinated and integrated approach
supporting one vision, enabled by processes, people
and technology.
Processes integration
It is important for government entities to explore
opportunities for cross-regulatory synergies and alleviate
the significant operational overhead that has been
introduced via regulatory requirements. Establishing a
coordinating body with an overarching responsibility to
manage the integration between all the regulatory
bodies could drive widespread benefits throughout the
government and its constituents. The coordinating body
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offers significant support by developing and enforcing
an Integrated Controls Framework1 (ICF) that streamlines
the overlapping requirements and enables efficiency
and effectiveness in designing, implementing and
maintaining applicable controls.
Additionally, the enforcement of the ICF necessitates the
appropriate governance structure among the regulatory
bodies as well as the entities. An executive role such
as “Chief Compliance Officer” function should be
embedded in the entities’ organizational charts, with
the right seniority and authority to ensure successful,
smooth and value add implementation of the Integrated
Controls Framework.
People
Hiring talented employees, training people and creating
a compliance culture should be on the top of the
executive management’s priority list. It is not reasonable
to assume that employees have the right expertise in
the emerging domains such as those mentioned above
(cyber security, quality assurance, services resiliency,
environmental management and work-related health
and safety.)
Educational programs will positively contribute, not only
to the government entities, but also to the society as a
whole, which stands to gain from these programs once
educational institutions take on the mandate to train
the next generation of the workforce. That would also
enable an improvement of the private sector, hence
attracting stakeholders to increase their investments
within a community that supports their growth and
expands their operation.
Technology
With the increasing number and diversity of the
regulatory requirements, it is challenging to manually
manage the implementation and maintenance of these
requirements. Evidently, technology complements the

Public Sector

right people and processes in place to consistently
implement and monitor the ICF. Using technology will
drive greater integration and will allow a holistic realtime visibility of the compliance status, related risks and
impact on the affected organizations. This existing
technology in the market known as Governance, Risk
and Compliance (GRC) solution has powerful features
such as defining, implementing, maintaining,
monitoring, analyzing, remediating and reporting
around the strategic and technical implementation
status of the regulatory and best practices programs.
Besides GRC solutions, leveraging data analytics
technology is another important tool to connect the
dots and analyze the overarching entity’s level of
impact on the governments’ strategic objectives.
Governments in the Middle East are determined and
committed to improve the performance of their public
sector services to permit a top-notch lifestyle competing
with the most developed and growing economies. Great
efforts and milestones have been achieved towards this
goal; nevertheless, increasing the maturity of these
services imposes changes in the current operating model
that consider the contemporary challenges faced by the
entities and their executive management.

Governments in the Middle East are
determined and committed to improve
the performance of their public sector
services to permit a top-notch lifestyle
competing with the most developed
and growing economies
Endnotes
1. Integrated Controls Framework is the unique mapping of controls
defined in two or more regulatory or best practices programs.

To be most effective, regulatory and Best Practice
requirements should be applied within the business
context, focusing on where their use would provide the
most benefit to the entity. Executive management,
middle management, regulatory representatives and
compliance officers should work together to make sure
that the implementation of these practices lead to
improving the performance of the public sector in a
cost-effective and well-controlled manner.
by Ziad Haddad, senior manager, Enterprise Risk
Services, Deloitte Middle East
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Behavioral traps
and innovation
What innovators can learn
from investors’ failures
There’s a well-documented disconnect between
the decisions that people make about money and
the assumptions that classical economists made
about these choices. Generally, individuals are not
rational creatures when making choices about how
to invest their money. But less-than-ideal decisions
are not the sole province of investors. The biases and
emotions that cloud our judgment about money and
stymie well-intended investment plans are the same
forces that compromise the ways companies invest
in innovation and organize innovation processes.
As innovation climbs corporate agendas, the
understanding of how it works and how it can
be managed is struggling to keep pace.
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There are two main factors that make meaningful
investment in innovation harder to manage than other
corporate activities. First, innovation is fraught with
uncertainties. It deals with the future, requiring
assumptions about future market needs, market trends,
dominating technologies, and many other factors. The
outcomes of innovation projects are, therefore, highly
uncertain. Research suggests that 40 to 90 percent of
new product developments eventually fail.1
Second, there is a tension between the short term
and the long term. Innovation may be crucial for a
company’s long-term wellbeing, but it requires
investment in capacities and resources without
immediate cash flows. This makes innovation activities
vulnerable to short-term pressures to allocate capital
to more pressing matters, making rational decisions hard
to come by. Faced with high levels of uncertainty and
tangible near-term needs, most companies forego a
promising investment in growth for the more present
concerns of value preservation and cost savings.

Four behavioral traps can impair
investment decisions and have
particular relevance for innovation
decisions: underinvestment, choosing
by not choosing, focusing on the trees
and ignoring the forest, and sticking
with the familiar
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Investors, of course, face the same challenges. Investing
money involves decisions about how much to save; it
involves estimates about a company’s future cash flows
as well as the future performance of whole economies;
and it involves choices between asset classes and
between thousands of securities. Furthermore, these
choices require investors to define their appetite for risk
beforehand.
According to neo-classical economists, there is no
reason to worry. Rational humans are up to the task
because in the world of economic models, individuals
are assigned complete foresight and unlimited capacity
for processing information. A relatively new academic
branch, however, sees plenty of reasons to worry.
Behavioral scientists in economics and finance combine
economic theory with psychology to explore how
people actually make their decisions and how they
deviate from the rational decision-making processes
found in the textbooks. Behavioral finance specifically
looks at investment decisions and how investors process
information, and has illuminated all sorts of
psychological biases that prevent people from making
optimal investment decisions that are consistent with
capital market theory. In practical terms, this means
that people lose money by following their instincts.
For these three shared characteristics–future orientation,
uncertainty, and tensions between the long-term
and the short-term decisions about how to pursue
innovation and decisions about investing have similar
structures and take place in comparable contexts.
Therefore, the systematic biases pertaining to
investment that are identified by the field of
behavioral finance–and the solutions that have been
developed–can help inform decisions about innovation.
The analogy between innovation and investments
enables the transfer of behavioral insights to decisions
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about management, thereby opening a new
perspective on innovation. This lens brings new and
underappreciated questions and potential solutions to
the fore.
Behavioral finance has explored and documented
dozens of cognitive biases and deviations from rational
decision making. For the present discussion, four
behavioral traps can impair investment decisions and
have particular relevance for innovation decisions:
underinvestment, choosing by not choosing, focusing
on the trees and ignoring the forest, and sticking with
the familiar. This article will describe the investment
traps and their psychological underpinnings, drawing on
empirical research from behavioral finance. We will then
address the behavioral solutions that can be applied to
innovation decisions and processes.
Trap one
Underinvesting
Investors planning for retirement struggle with a
key behavioral challenge. They have to save today and
therefore consume less, while the benefit–a comfortable
retirement–lingers in the future. What is difficult about
this choice is that investors know, in principle, that it
makes sense to save for retirement, but they face very
concrete temptations to enjoy the present even if it puts
their financial future at risk. Think of trips to sunny
islands or the new electronic gadget you need to have.
How do people deal with this tension, and how do they
decide? Even individuals with the best of intentions tend
to spend what they have, delaying retirement savings.
The empirical evidence is quite clear. Data on retirement
savings in the United States show two things. First, only
a minority of employees (slightly more than a third) joins
an employer pension plan, even if joining is–thanks to
employer contributions and tax advantages–a no-

The empirical evidence is quite clear.
Data on retirement savings in the
United States show two things. First,
only a minority of employees (slightly
more than a third) joins an employer
pension plan...If people actually join a
pension plan, they mostly stick with
the default contribution rates, which
are likely to be too low to afford a
comfortable standard of living in
retirement.
brainer from a purely financial perspective. If people
actually join a pension plan, they mostly stick with the
default contribution rates, which are likely to be too low
to afford a comfortable standard of living in retirement.2
It is not a question of awareness or knowledge. Even if
people admit that their saving rate is too low, only a
fraction plans to increase it. And if they do plan to
increase it, only a fraction actually does.3 In short,
people underinvest in their own futures, even when they
know they aren’t saving as much as they should. Behind
that behavior is a powerful psychological tendency
called loss aversion. People are much more sensitive to
losses than they are to gains. This holds true even if
both are of the same magnitude. People hate losses
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Companies could commit to and
communicate their R&D intensity
(R&D expenses relative to sales) in order
to align the innovation budget with
their long-term strategic growth goals
twice as much as they value gains, according to several
studies. A reduction of current consumption is seen as a
loss, so people try to avoid it. Loss aversion often results
in inertia, which suggests that resting wallets tend to
stay at rest, even when it’s contrary to an individual’s
self-interest. The consequence is an effect familiar to all
change managers: the status quo bias. The status quo
has a built-in advantage over other courses of action. It
is the reference point for judging developments, and
deviations from the status quo are felt to bring losses.
Maintaining the status quo is a tempting option to
prevent losses.
Behavioral solution: provide mechanisms that
help individuals plan for the future
The challenge of low saving rates can be counteracted
by relying on automatic mechanisms that work without
conscious intervention. An example from the field of
retirement savings is a program called Save More
Tomorrow, established by behavioral economists Richard
Thaler and Shlomo Benartzi.4 Employees pre-commit to
higher future contributions once they receive a pay rise.
In this way, their current take-home income is not
reduced, and the higher contributions in the future go
largely unnoticed because the contributions grow at a
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slower rate than their income. The power of this
program comes from the fact that employees need to
make the decision to save only once, and they make
that decision for the future, not the present. This
autopilot solution takes advantage of the tendency to
procrastinate and maintain a status quo. The program
addresses loss aversion by allowing employees to save
more for retirement without compromising their current
income.
Underinvesting can be a serious problem for innovation
activities, too. From an economic standpoint, there is a
strong tendency to underinvest in innovation. According
to the founder of modern innovation theory, Joseph
Schumpeter, organizations will invest too little in
innovation because they will have a hard time keeping
the new knowledge secret and appropriating the returns
from those investments. Add to that the uncertain
nature of innovation, the natural advantage of projects
with more secure cash flows, and the temptation to cut
innovation budgets in favor of projects that are more
pressing in the short term. Even if companies depend on
innovation in the long term and acknowledge this, they
still run the risk of underinvesting in it.

Companies could use these mechanisms in an
analogous way if they face the danger of underinvesting
in innovation. They can shield their innovation budgets
and commit to a certain level of R&D spending in the
future, irrespective of the current business situation. For
example, companies could commit to and communicate
their R&D intensity (R&D expenses relative to sales) in
order to align the innovation budget with their longterm strategic growth goals. If disruptive innovation is a
risk for companies, they could also set aside a separate
bucket to fund radical innovation initiatives. Essentially,
an innovation budget should be handled in a strategic

Deloitte Review

way, rather than having to compete with short-term
projects. Recent empirical research of 1,200 companies
from 39 countries suggests that companies with R&D
spending significantly above the industry standard enjoy
higher market capitalizations.5 Capital markets seem to
be aware of the strategic value of R&D spending, so
self-commitment might help manage expectations and
strategic priorities.
Trap two
Choosing by not choosing
One of the main challenges for investors is choice
overload. The range of investment options is huge, and
choosing between so many options overwhelms most
people. Choice overload has two main effects on
financial decision making. First, people tend to lean
toward a default option. Second, if there is no default
option, they become indecisive. The first effect is
evident in the Swedish pension system. In 2000,
Sweden introduced a pension system in which citizens
had to invest a percentage of their public pension
contributions into mutual funds, credited to their
individual retirement accounts. The program offers 650
mutual funds and one default fund, run by the
government. How did people deal with this
overwhelming array of choices? More than 90 percent
chose by default–that is, by not choosing–and were
automatically enrolled into the government’s fund.6 In
other words, they took the path of least resistance.
In other situations with no default option, choice
overload results in decision paralysis. Research suggests
that more choice attracts more attention, but it
paralyzes decision making. That is true for buying
decisions when it comes to marmalade7 as well as for
investment options. When the number of investment

options in company pension plans increases,
participation decreases.8 So, choice overload leads to
paralysis, and if there is a default option–an option that
automatically applies if no active choice is taken–it
quickly becomes the most popular option, as people
follow the path of least resistance.
Behavioral solution: designing appropriate
default options
The design of a default option is critical for overcoming
paralysis. Many studies show that the low participation
rates in company pension plans can be increased by
changing the default option. Normally, employees have
to make an active and conscious choice to join a
pension plan: they have to tick a box if they wish to join.

So, choice overload leads to paralysis,
and if there is a default option–an
option that automatically applies if
no active choice is taken–it quickly
becomes the most popular option,
as people follow the path of least
resistance
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What happens in the investor’s mind
is something called mental accounting.
There is a mental account for every
investment, and the success of the
investment is judged against the initial
price of each investment. Selling stocks
that are performing well brings
pleasure, and selling underperforming
stocks brings mental suffering.
Therefore, the default option is not to join. If, however,
enrolling is the default option and employees have to
make an active choice to opt out, participation rates
increase dramatically.9
Increasing a company’s innovation prowess is distinctly
more complex than changing the choice set of a onetime decision. Nevertheless, the analogy illustrates an
important point: while innovation itself cannot be
automated, innovation incentives and contexts can
become institutionalized. This involves making
innovation an integral part of workplace routines,
internal and external stakeholder expectations, and
corporate culture. In other words, innovative behavior
in a company must become the default option. In
behavioral economics parlance, the reference point
needs to be shifted.
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Consider Red Bull, a producer of energy drinks. Founded
in the mid-1980s, Red Bull had within a short timeframe
become the leader in a strongly growing market that
the company itself created. A big part of this rise rested
on the institutionalization of permanent innovations in
its marketing approach. Associating the brand with edgy
sports and relying on non-traditional marketing, Red Bull
created unorthodox events such as the flugtag, or
“flight day,” where homemade flying machines vie to
stay in the air as long as possible; breakdance
competitions; cliff diving events; and soapbox and air
races. The latest and possibly most spectacular was the
Stratos project, the world-record jump from the edge of
space to the earth, which was watched by 8 million
YouTube users. The default option, in the case of Red
Bull’s marketing, was to create novel events and
experiences in a clearly defined area of focus. This raises
the bar for future marketing activities, sets internal and
external expectations, and establishes a clear reference
point against which new projects must compete.
Trap three
Focusing on the trees and ignoring the forest
Investing is about portfolios. According to economic
theory, investors should not worry about the single
securities in their portfolio; their only concern should
be the bottom line–that is, the risk and the performance
of their overall portfolio, no matter whether some
securities go up and others go down.
However, in the real world, that is not how stock
investors usually handle their investments. More often
than not, they look at single securities and neglect the
fact that they are part of a portfolio. What happens in
the investor’s mind is something called mental
accounting. There is a mental account for every
investment, and the success of the investment is judged
against the initial price of each investment. Selling
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stocks that are performing well brings pleasure, and
selling underperforming stocks brings mental suffering.
Consequently, investors tend to realize gains too quickly
and have strong psychological barriers to losses. They
tend to hold on to loss-making stocks way too long,
hoping they at least recover their investment. In other
words, they do not consider the future earnings of their
investments, compare them with other investment
options, and buy and sell accordingly. Instead, they
hold on to what they have.
There are several behavioral effects at work. Loss
aversion, as the name implies, discriminates against
realizing losses. A second and related culprit is the
endowment effect. People value things more once they
own them. It doesn’t matter whether they own stocks,
coffee mugs, or projects. Owning something means

wanting to keep it. A third effect has to do with
reference points. People make their decisions using
arbitrary reference points–in the case of stocks, the
initial price. They judge developments relative to this
reference point and base their decisions on an irrelevant
mental benchmark. Taken together, these tendencies
combine in a powerful way and discriminate against
holistic thinking.
Behavioral solution: shift toward a portfolio view
An effective way to get around this investment trap is to
make a conscious and disciplined effort to shift the
perspective away from mental accounting. For an
investor, that might involve the need to zoom out and
look at a portfolio from 10,000 feet. In other words,
avoid caring about individual securities, and look at the
portfolio as a whole.
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According to economic theory,
investors should not worry about the
single securities in their portfolio;
their only concern should be the
bottom line–that is, the risk and the
performance of their overall portfolio,
no matter whether some securities go
up and others go down
This implies that risk measures and return expectations
should be set at the portfolio level, and the most basic
investment decision about asset allocation needs to
follow from this. After all, research shows that about
90 percent of investment fund performance over time
hinges on high-level decisions about asset allocation.10
Many institutional investors set their return goals before
they determine their asset allocation and consider
whether they can bear the resulting risks.
Mental accounting in investments corresponds to the
sunk-cost fallacy in project and innovation investments.
All too often, companies decide to throw good money
after bad, perhaps at the expense of more promising
projects, hoping the project underway can at least
recover its initial investment in what Nobel laureate
Daniel Kahneman calls the escalation of commitment.11
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Understanding innovation projects as a portfolio can
curb the tendency toward escalation of commitment.
First, innovation and performance metrics should be
applied to an innovation portfolio as a whole, rather
than governing individual projects. Given the inherent
uncertainty of innovation, it is safe to expect that some
projects will fail, and others will succeed. The critical
goal is to ensure that the overall innovation portfolio
performs well.
A second and related point is the structuring of the
portfolio. Like investments, innovation projects have
varying levels of risk and potential returns. They can be
radical (with high risk and return potential) or
incremental (with low risk and return potential) as well
as several degrees in between. A conscious effort to
classify innovation projects according to their risk/return
profile and manage the resulting portfolio according to
pre-defined goals shifts the focus away from individual
projects in favor of the portfolio level.
Similar to investors constructing a portfolio between the
poles of risky new technology firms and government
bonds, innovation managers can construct a portfolio
ranging between high risk/high return and low risk/low
return and manage the portfolio and its risk budget. This
emerging innovation portfolio should be aligned to a
company’s overall growth goals. Ambitious growth
goals may require a comparatively risky innovation
portfolio with higher potential payoffs.
Trap four
Sticking with the familiar
People have a strong tendency to focus on what they
know, and they tend to rely on information that is easily
available or recallable. Our gut feeling tells us to favor
the familiar over the unfamiliar. The unfamiliar might
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carry new and unknown risks, and the familiar feels
secure. That also plays out on an emotional level: there
is a well-documented tendency for people to prefer
familiar things.
In the realm of investments, there are several
phenomena related to this tendency. The first is a gross
over-reliance on employer stock for retirement investing
purposes. From a risk perspective, it may not be a good
idea to invest your money in your employer’s stock.
After all, if the company goes bankrupt, you lose your
retirement savings along with your job and your income.
But current data suggest that, even after the wellpublicized cases of Enron or Lehman Brothers, more
than half of all employees in the United States who can
invest their retirement savings into their employer’s
stock do so.12
The same tendency affects international investing.
While the standard recommendation of capital market
theory is to diversify your portfolio as much as you
can, investors massively overweight their own country.
According to the IMF, the share of domestic equities
in US portfolios in 2005 was 87 percent; for German
portfolios, 72 percent.13 Given the shares in world
market capitalization (43 percent and 3 percent,
respectively), the attraction to familiar territory is
overwhelming for investors. As a result, they are underdiversified, implying that they are exposed to too much
risk for a given level of returns, or they forego returns
for a given level of risk.14
Behavioral solution: cast your net widely
In an investment context, the familiarity bias can be
countered by overcoming the emotional affinity for the
familiar by making a conscious decision to diversify a

In the realm of innovation, the
familiarity bias corresponds to the
not-invented-here syndrome. Instincts
suggest that the ideas generated
internally are superior or more feasible
than those coming from external
sources.
portfolio as widely as possible in terms of geographies,
asset classes, and securities within these asset classes.
As this is difficult for private investors, the institutions of
financial advisers and the mutual fund industry emerged
to deliver decision support and easy-to-use tools.
In the realm of innovation, the familiarity bias
corresponds to the not-invented-here syndrome.
Instincts suggest that the ideas generated internally
are superior or more feasible than those coming from
external sources. Familiarity with the context and the
background of new ideas is higher, and it is easier to
connect the dots.
The other consideration pertains to which sources
feed an innovation portfolio and which ideas enter
an innovation portfolio. To avoid the familiarity bias,
innovators need to diversify their sources of ideation
in the same way investors need to diversify their
investments.
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Viewing innovation from a behavioral
perspective can lead to more effective
innovation processes and outcomes

Consider the case of Freudenberg, a German
manufacturing company with 37,000 employees
and a presence in 57 countries. Freudenberg Sealing
Technologies, the biggest part of the company,
introduced a holistic innovation approach to expand
its sources of ideation. The company developed a
systematic trend-monitoring system grounded in its
respective market segments. These trends are discussed
with clients to map them to client problems and needs,
and to collect feedback at a very early phase of
innovation. In the product development phase, carried
out in a dedicated and interdisciplinary innovation
center, Freudenberg integrates external experts, mostly
from academia, to access new perspectives and lateral
thinkers. The company maintains close relationships
with universities, intensively cooperates with university
chairs and research projects, and regularly discusses
trends that are important to the company in trend
forums or during tech days with clients, experts, and
industry participants. This external ecosystem and the
constant external feedback in every phase of the
innovation process help the company to have diversified
sources of ideation and to steer the innovation process
in a market-oriented manner.
Good behavior
Viewing innovation from a behavioral perspective
can lead to more effective innovation processes and
outcomes. In this sense, a behavioral approach does
not compete with other approaches to innovation
management. It is a framework to reflect on existing
practices, identify weak spots, and provide direction.
Furthermore, it can foster an awareness of the biases
born of our routines and our intuitions. The rise of
behavioral finance demonstrates that taking cognitive
biases into account can help investors improve the
performance of their investments, and may be quite
illuminating with regard to improving the returns on
their investments in innovation.
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degrees. Make it one.

CFO

Middle East
Hotel Market
Intelligence Report
Qatar
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Winning the race
for guest loyalty

Global CFO Signals
Wanted: political and
regulatory clarity

Publications
Middle East
Point of View

Deloitte
Review

www.deloitte.com/middleeast

Energy and Resources

Deloitte Oil & Gas
Mergers and
Acquisitions report –
Midyear 2014
The deal market may
be poised for a rebound

Oil and Gas Reality
Check 2014
A look at the top
issues facing the oil
and gas sector

ERS

As risks rise,
boards respond
A global view of risk
committees

Global Cyber Executive
Briefing: Lessons from
the front lines

Economics

Public Sector

Global Economic
Outlook, Q3 2014

Global Defense
outlook 2014
Adapt, collaborate,
and invest

Financial Services

Real Estate

Fourth Global IFRS
Banking Survey
Ready to land

Breakthrough for
sustainability in
commercial real estate
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