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Abstract

Qatar, a small state in the Gulf region with vast gas reserves, has leveraged its natural resources to
strengthen its image and gain regional and international influence. Yet, its economic model faces
growing pressure from the projected long-term decline in oil and gas demand, particularly under
the net zero emission scenario. This casts doubt on Qatar’s capacity to maintain its international

position in decades to follow.

This thesis aims to assess Qatar’s financial stability in light of the global green transition and
considers how these shifts may alter its international role. So far, no apparent attempts have been
made to show how these economic transformations may affect its geopolitical stance. To address
this gap, the thesis draws on rentier state theory, developmental state models, and frameworks of

small-state power.

Using empirical evidence, this thesis argues that Qatar is likely to face severe economic challenges
within the next two decades. It demonstrates that the country’s Sovereign Wealth Fund will be
unable to fully offset the decline of its energy sector. Moreover, given current trajectories, Qatar’s
domestic economy is not on course to develop into a substantial alternative source of revenue. The
thesis concludes by showing the implications of these developments for Qatar’s international

relations.



CEU eTD Collection

Table of Contents

L. INEEOAUCTION 1.ttt e s e e e s b e e e nne e e e e nnees 6
LIterature REVIEW .......cccviiiiiiiiiiii e 10
2. ECONOMIC MOMEIS......coiiiiiiiiiiieiie et 10
2.1. The Rentier State TREOTY .....cciviiiiiieiiiiiec e 10
2.2. the Developmental State TREOTY .......cccvviviiiiiiiiiii e 13
3. SMALL StAteS POWET ......ueiiiiiiiieie ettt b e nane e 15
BT SOTt POWET .. 15
3.2. Derivative, Intrinsic, and Collective POWETS...........cccvveiiiiiieiiiiiiie e 16
FINAINEZS 1ttt b et n e 19
4.1 ENETZY TTANSTEION 1..vveviiitiiiiiiteeiesie ettt ettt nn e n e 19
4.2 Qatar’s SoUrces Of REVENUE .......cccuiiiiiiiiiiiiiiiesie e 20
4.3 Qatar’s Economy in the Context of Green Transitioning...........coccevvvevviiieniiniininieenennes 26
5. Qatar’s international INTIUENCE ........ccviiiiiiiiiie e 30
5.1 SOTt POWET ..ttt ettt nne s 31
5.2 Particular-INtrinsic POWET .........cccooiiiiiiiiiicee e 33
5.3 DEIIVALIVE POWET ....cutiiiiiiiieie ettt be e e 35
5.4 COlIECHIVE POWET ...ttt sttt ettt e e 36
5.5 TMPIICATIONS ..t 37
6. CONCIUSTION. ...ttt ettt e sbb et e e bt e e e bt e e e ab e e e nr e e e nneeenees 38
BIblIO@IaPNY ... 40



CEU eTD Collection

List of Figures, Tables or Illustrations

FRGUIE 1 e e et e e ek bt e e e et b et e e e e bbbt e e e nb e e e e e e bn e e e e e nreee s 13
FHGUIC 2 .ot s et e e ekt e e e e bt e e e et e e e e e e e e a e e e e n e s 22
L 1 1) K TP PP PO TPPPRP PP 29
FRGUIE 4 ...t e et e e ekt e e e e bt e e e e bt e e e b e e e n e e n e e s 29



CEU eTD Collection

1. Introduction

Qatar’s natural resources have helped it acquire tremendous wealth and reinforce its international
position. Despite its minute size, the emirate’s Liquified Natural Gas (LNG) exports and its foreign
affairs strategy have helped it vie for dominance in the Arab League and gain global prominence.
The state, with one of the highest GDP per capita ratios in the world, has increased its regional and
global standing by investing in soft power and offering unique opportunities for other countries,
making them increasingly entangled in relationships of dependence. Its soft power projections
include mainly raising the country’s appeal through state enterprises, culture, and sports, and
portraying it as a peacemaker through various mediation efforts. Qatar has fostered dependencies
by providing financial and political support to actors in the Middle East, signing long-term LNG
contracts, and strategically deploying the capital of its Sovereign Wealth Fund. Thanks to this
heightened stance, Qatar managed to withstand diplomatic crises, as throughout the 2017-2021
blockade, to avoid significant repercussions despite accusations of supporting internationally
recognized terrorist groups and individuals, and to evade sanctions despite human rights violations

against its foreign workers.

However, Qatar’s long-term financial success is being threatened by global trends. While demand
for oil and gas is still on the rise, peak demand for oil is expected to occur around 2040, with
natural gas not very long after (IMF, 2020). These projections are rooted in the transition away
from fossil fuels towards renewable energy sources, energy-efficient technology advancements,
and general tendencies such as the decline in population growth. Keeping the Paris Agreement
obligations and limiting climate warming below 2 Celsius degrees above pre-industrial levels may
require yet bolder efforts, which may bring the end of fossil fuels even closer. These developments

pose a serious threat to Qatar as it is highly dependent on its fossil fuel-related revenues.



CEU eTD Collection

Although projections about the Qatari (and other Gulf states) economy are numerous (Mizroev et
al, 2020), and Qatar’s politics are frequently the subject of media attention, there appears to be a
lack of scholarly efforts to integrate these two domains. This interrelation between Qatar’s
economic foundations and its regional political influence calls for a more multidisciplinary

analysis.

This thesis examines how the global energy transition may reshape Qatar’s economy and alter its
international standing in the years to come. It illuminates the economic hit that Qatar is likely to
suffer due to the coming changes in the energy market and attempts to predict whether it will be

able to sustain political power in the long run.

This thesis employs a qualitative, theory-informed case study approach, integrating political
economy and international relations frameworks to examine the interplay between Qatar’s
economic structure and its international influence in the context of the global energy transition.
Bearing in mind that Qatar does not operate in full transparency, the thesis makes much use of the
International Monetary Fund (IMF) 2024 Qatar report. This report provides a comprehensive
economic analysis. For the projection about the energy transition, it makes use of the International

Energy Agency (IEA) report from 2023.

The thesis consists of five chapters. The first chapter in the literature reviews unwraps the concept
of the ‘rentier state’ and explores the developmental state model. The second chapter in the
literature review expands upon theories of small-state power acquisition. The third chapter presents
the empirical findings regarding the Qatari economy. Following an overview of the expected
energy transition process, it uses economic reports to predict the impact on the Qatari economy.

Next, the fourth chapter reviews Qatar’s regional and global position and how it leverages its
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endowments to gain influence. The last chapter concludes the findings and presents their likely

repercussions.
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Literature Review

2. Economic Models

The first part of the literature review introduces theoretical frameworks that help analyze and
understand Qatar’s economy. First, previous scholarship on the rentier state is reviewed to examine
the Qatari political system, particularly focusing on its rigidity and lack of both economic and
political diversification. Next, the Developmental State Theory is presented to illustrate how states
can proactively enhance their domestic economies. This theory is especially pertinent to Qatar as
it seeks to diversify its revenue streams by strengthening domestic markets. Lastly, models
depicting the potential impact of a dominant economic sector’s decline on the broader economy

are explored, in the context of the possible downswing of Qatar’s energy sector.

2.1. The Rentier State Theory

This thesis examines whether Qatar can be categorized as a rentier state. Such a question proves
useful for three main reasons. First, it sheds light on the structural obstacles faced by Qatar in
pursuing economic diversification, viewed through the prism of rentier state theory. Second, the
findings may offer insights that are generalizable to other rentier economies. Third, it points to a
gap in the development research, where unique cases like Qatar have not been given sufficient

consideration.

In the early 20th century, the term ‘rentier state’ mainly referred to European states that earned
interest by providing loans to non-European states. In the 1980s, Hazem Beblawi (1987) refined
the meaning of this concept and applied it to the Middle East region (Ross, 2001). Following the
emergence of the petroleum states during the 1970s and their distinct economic behavior, Beblawi

suggested a definition of a rentier state (Beblawi, 1987). Beblawi uses Adam Smith’s distinction

10
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between rent and other forms of income, where rent is the result of chance or circumstances rather

than produce. As such, income is either effortlessly accrued or earned with labor.

To illuminate the dynamics of rentier states, Beblawi (1987) proposes four defining conditions.
First, rent is the predominant source of revenue in the economy. Second, a rentier economy is
characterized by dependence on external revenue sources rather than merely by the existence of a
domestic rentier class. A rentier state relies on income generated outside its domestic market,
which typically remains underdeveloped and untaxable, but the state can sustain itself using the
external revenues it receives. Third, only a minority of the population is engaged with the
generation of the rent. This means that the state is independent of its citizens to sustain itself
financially. Fourth, the government should be the main recipient of the rent income. As such, only
a few have control over the economic power, granting the state a far stronger political power.
According to Beblawi, a rentier economy is one in which the state sustains its citizens, instead of
the more common case where it is vice versa. The Arab rentier states share their wealth with their
citizens usually through two main channels: a vast public sector and energy subsidies. In addition,
Beblawi maintains that the rentier mentality of the state influences other realms of the economy

and being a rent-taker becomes the most assured way to succeed also in the domestic market.

Some of the political implications of a rentier state were highlighted by Giacomo Luciani (Luciani,
1987). He differentiates between productive and allocative economies, where allocative are those
rentier states whose main function is to allocate the endowed resources to the population. As
citizens pay barely if any taxes, Luciani predicts that the government would not be held
accountable. Additionally, they are disincentivized to protest against the government because of

the financial benefits they receive. On top of that, the government and the political elite who

11
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control the rent income are able to “pay oft” political opposition that may endanger their position.
To forecast possible political implications of policy changes in Qatar, one can be assisted by
Michael Ross’s quantitative research on the relationship between oil exports and democracy (Ross,
2021). From his findings, we learn that efforts to diversify the economy and make it more
sustainable, such as raising taxes or increasing income, might push citizens to demand a more
democratic regime, or at the very least more accountability. Three of his results are particularly
relevant. Ross created a model to investigate whether oil export damage corresponds with a smaller
degree of democracy. He regressed data from over 113 countries between 1971-1997 and added
five causal variables that were normally associated with democracies. He found that oil exports
had a negative correlation with the degree of democracy of a country (see Figure 1). Moreover, by
accounting for the income variable, he discovered that the negative impact of oil on democracy is
lessened the richer the population is. When accounting for taxes, Ross learned that they had a
positive effect on democracy. That is, different taxes on the domestic economy (income, profit,
capital gains, and VAT) significantly increase the likelihood of a country being democratic. These
findings teach us that while oil is correlated with a lesser degree of democracy, income and taxation

may increase democratization.

12
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Figure 1
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FIGURE 1
ImpACT OF OIL EXPORTS ON REGIME

* This figure shows the net predicted impact of oil exports on the 0~10 variable Regime, for a
hypothetical country of twenty million people with a per capita income of $1,720 dollars a year, which
is the sample mean. Note the scale on the Y-axis is negative.

2.2. the Developmental State Theory

As part of the Third National Development Strategy for 2030 (NDS3 2025), Qatar plans to build
a more resilient economy by strengthening domestic sectors (Qatar’s National Planning Council,
2025). As such, the state directs policies and uses its resources to encourage entrepreneurship,
innovation, and the private sector. To assess these efforts, this section explores the developmental
state model. Theories about the development state evolved following the rapid industrialization in
Japan, South Korea, China, and Taiwan. Japan’s economic growth after WW2 and South Korea’s
rise after the Korean War were in large part enabled by government intervention (Caldentey, 2008).
To understand which mechanisms enabled these states to develop strong and resilient economies

from a poor starting point, this part recognizes four key features in the Development State theory.

13



CEU eTD Collection

According to Caldentey, a prime characteristic of the development state was its interventionist
approach. This did not necessarily imply public ownership over companies, but rather a toolkit of
policies that benefit certain sectors, such as tax breaks, import control, subsidies, and more.
Second, the degree of government intervention should be adaptable to market changes and be able
to change policies swiftly when necessary. This, consecutively, requires a qualified bureaucracy
that can operate independently of political decisions. Lastly, the developmental state depends on

tight public-private cooperation.

A notable gap in the literature lies in the application of developmental state theory to rentier states
such as Qatar, where the taxation of domestic industry is not essential to state survival. This thesis
calls for further research into this underexplored intersection, which could contribute to a better
understanding of how state-led development strategies operate in economies that are decoupled

from traditional fiscal pressures.

14
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3. Small States Power

Qatar can be considered small in several respects. Its population stands at just over 3 million
(Worldometer, 2025), of whom approximately 90% are expatriates. The country covers around
11,600 square kilometers—roughly 14% the size of Austria or 2% that of France. While Qatar’s
GDP is impressive on a per capita basis, it ranks only 55th globally, behind other small countries
such as Greece, Portugal, and the Czech Republic (World Bank, 2025). Its military capacity, though

difficult to measure precisely, is generally considered weaker than that of its immediate neighbors.

Be that as it may, Qatar has accumulated a notable degree of influence on the international stage.
To better understand the nature of this power, the second part of this literature review examines
theories and conceptions of small state power that move beyond traditional notions of hard power.
It focuses on elements of ‘soft power’ and draws on Tom Long’s framework of intrinsic, derivative,

and collective sources of influence in the context of small states.

3.1. Soft Power

There are many conceptions of power. In international relations, a common one would be
congenial to Robert Nye’s definition: “Power means an ability to do things and control others, to
get others to do what they otherwise would not” (Nye, 1990). Nye analyzed elements of power
between countries and concluded that while traditional power resources remain crucial, the

globalized and integrated world has made other forms of power ever more influential.

Nye (1990) coined the term ‘soft power’ to depict the methods and tools countries (and non-state
organizations) employ to influence other states’ behaviors. Instead of using coercive methods or
the threat of such methods, soft power is used to make the desired behavior more attractive in the

eyes of the target country. Nye emphasizes that the use of coercive power can be costly and
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provoke resistance. In contrast, soft power operates by shaping preferences and removing
impediments to cooperation, making the other country want to act as desired. Such tools, according
to Nye, include culture, political values and ideologies, institutions and international norms, and
foreign policy. For instance, American popular culture (movies, cinema, celebrities, etc.) increases
the U.S.’s appeal in the eyes of other nations. Likewise, Western democracies drew legitimacy by
contrasting themselves to the Soviet Union and earned more credibility when they upheld human
rights and a liberal society. International organizations, such as the International Monetary Fund
or World Trade Organization, can have a substantive impact across the globe. As a result, a state
that sustains them financially and ideologically multiplies its intentions by the normative assertion
of these institutions. Foreign policy, too, can function as soft power when perceived as legitimate
and morally driven. For example, humanitarian aid or mediation in regional conflicts can make a
country appear more trustworthy. Lastly, Nye also acknowledged in later a work that personal
charisma and interpersonal ties can enhance a country’s international appeal (Nye, 2008). This can
happen through a leader’s personality, background, or personal ties that they made with colleagues

in other states.

3.2. Derivative, Intrinsic, and Collective Powers

Keeping in mind the importance of soft power, there are additional tools that countries like Qatar
can employ to enhance their global standing. This part examines derivative, particular-intrinsic
and collective powers, using Tom Long’s research (2017), to later be used when examining Qatari

international tactics.

Tom Long examines sources of influence that are particularly relevant for small states. To
understand how these states assert power, he draws on Robert Dahl’s taxonomy, which divides

power into base, means, and scope (1957). The base of power refers to the resources an actor

16
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possesses that can be used to alter another’s behavior. The means are the methods by which
influence is exerted, such as coercion, inducement, or persuasion. The scope refers to the range of

actions or decisions that can be affected.

Building on Dahl’s framework, Long argues that small states can leverage non-traditional power
bases and means, differentiating themselves from larger states that rely on material capabilities
and coercive tools. He identifies three distinct forms of power available to small states: particular-

intrinsic power, derivative power, and collective power.

Intrinsic power, Long says, is usually synonymous with capabilities or “potential power”, which a
country might inflict if the urge arises. These often include population, GDP, military strength, and
territory. Even though small states often lack these kinds of power, they may possess assets that
put them in a special position. These are the particular-intrinsic powers, and they are only salient
when exercised, rather than being implicit. Examples of this kind of power can be useful resources
such as hydrocarbons and minerals, strategic locations (as in Panama’s case), special industries (as
in Taiwan’s chip-making industry), or even ideational resources (as in Scandinavian countries’

images of peace promoters).

A country’s derivative power stems from its alliance with a great power. Derivative power lies in
the relations between the two countries, and the base can be defined as the constitutive relationship
between them. The means of such a relationship can differ. In closer relationships, small states
may have a bigger say and flexibility towards the big power and participate in policy forming. In
more contested relationships, there might emerge a “patron-client” hierarchy, where the small state
must cooperate or comply with the demands it receives. Derivative power usually has a narrow
scope, as it is difficult to alter a big power’s behavior. However, even small changes in big powers

can be significant insofar as they are rightfully directed towards the small state’s desired goal.

17
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According to Long (2017), collective power refers to small states’ ability to influence international
politics through participation in international organizations or coalitions. This type of power can
manifest itself as either compulsory or institutional. It is compulsory when small states merge
together to directly apply pressure on larger powers to alter their behavior, as illustrated by the
Small Island Developing States (SIDS) coalition, which has gained an active stance in global
climate negotiations. Collective power is institutional when the interests and protection of small
states are anchored within larger international organizations. For example, Singapore exercises
institutional power within ASEAN by leveraging diplomatic channels to increase regional stability.
Within the European Union (EU), small states such as Luxembourg or Ireland frequently use
collective power that is obtained from equal voting rights to amplify their influence on EU policies.
In NATO, countries like Estonia benefit from collective power by contributing to NATO operations
and setting an example as a country that invests sufficiently in its defense forces. According to
Long, small states often prefer to participate in international organizations and adhere to their

established rules, as they perceive these frameworks as advantageous for them.

Using Dahl’s analytical framework, the base of collective power lies in the small states'
relationships with other states within these organizations or coalitions. The means employed are
diverse and typically include diplomatic tactics such as agenda-setting, definition of mutual
objectives, and persuasion. The collective power’s scope, that is, the potential range of behavioral

impact, is wide and context dependent.
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Findings

The first chapter of the findings consists of three parts. First, it provides an overview of the green
transition and the expected decrease in oil and gas demand. Then, it assesses Qatar’s sources of

revenue. Lastly, it combines the two and projects the long-term fiscal balance of Qatar.

4.1 Energy Transition

In 2000, Sheikh Yamani, a former Saudi oil minister, said in an interview: “Thirty years from now
there will be a huge amount of oil- and no buyers. Oil will be left in the ground. The Stone Age
came to an end, not because we had a lack of stones, and the oil age will come to an end not

because we have a lack of oil.” (Mary, 2000)

While Yamani’s forecast for 2030 was mistaken, the day the demand for oil and gas will end is
nearing. Climate change and its disastrous consequences have demonstrated the urgent need to
reduce carbon dioxide emissions. In 2015, 195 countries signed the Paris Agreement, which is a
legally binding international treaty that commits countries to reduce their national emissions. The
main objective of the Paris Agreement is to reduce global warming to well below 2 degrees Celsius,
but preferably even 1.5, compared to pre-industrial levels. A key step to achieving this goal is to

drastically reduce the consumption of hydrocarbons, among them oil and gas.

This thesis aims to assess this transformation’s impact on Qatar. Therefore, the focus is narrowed
to the effect of the Paris Agreement’s efforts on the energy market, particularly oil and gas demand
and prices. Although it remains unclear whether the Paris Agreement will succeed in achieving its
goals, it serves as a useful framework for projecting long-term transformations in the energy

market. This thesis acknowledges that there are many different projections about the
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transformation of the energy market due to the Paris Agreement's goals. Due to its narrow scope,
it does not aim to tackle all kinds of predictions and their respective feasibilities. Instead, it uses
the projections of the International Energy Agency’s (IEA) latest ‘Net Zero Roadmap’ from 2023.
This report describes the necessary transformations for reaching net zero emissions by 2050
(NZE). The most relevant part for Qatar is the projection that oil and gas demand would decline
by 76% and 78% respectively by 2050 from their rate in 2022. To account for the possibility that
NZE will not be achieved, a second scenario is considered in which the world reaches net zero

emissions at half the rate and starts only from its peak in 2030.

4.2 Qatar’s Sources of Revenue

This section examines Qatar’s three main sources of revenue: the energy sector, Qatar Investment

Authority (QIA), and taxation of the domestic economy.
Energy Sector

In response to a possible EU legislation that could penalize companies that fail to meet carbon
reduction goals, the Qatari energy minister, Saad al-Kaabi, told the Financial Times: “If the case
is that I lose 5 per cent of my generated revenue by going to Europe, I will not go to Europe... I'm
not bluffing,” Kaabi said. “Five per cent of generated revenue of QatarEnergy means 5 per cent
of generated revenue of the Qatar state. This is the people’s money... so I cannot lose that kind of
money — and nobody would accept losing that kind of money.” (Hancock and England, 2024).
This statement, while not entirely accurate, draws attention to Qatar’s reliance on its income from

oil and gas.

According to the International Monetary Fund (IMF) (2024), the energy sector has consistently

accounted for over 70 percent of government revenues since 2020. According to QatarEnergy’s
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(the Qatari state-owned energy company) 2023 annual report, the country employs approximately
10,000 people in Qatar and 100,000 people worldwide. This means that less than a percent of the
country’s population is employed in its most lucrative sector. Given that nearly all oil and gas

production is exported, Qatar clearly fits the definition of a rentier state.

Until the peak in demand for oil and gas arrives, Qatar’s financial situation appears to be solid.
Qatar possesses an estimated 24 trillion cubic meters (Tcm) of proven gas reserves, equivalent to
roughly 12 percent of the global total and making it the third-largest single reserve in the world
(Leslie, Al-Habibi, & Cochrane, 2023). The country has officially announced plans to increase its
liquefied natural gas (LNG) production capacity from 77 million to 126 million tons per year by
2027—an expansion of approximately 64 percent. This aligns with IMF projections, which foresee
LNG revenues rising from 80 billion Qatari Riyals in 2024 to 140 billion in 2029 (see Figure 2).
Total revenue from the hydrocarbon sector is projected to grow from 175 billion in 2024 to 252
billion in 2029. These projections are consistent with forecasts of a peak in global demand for

LNG and oil by 2030, after which a gradual decline is anticipated.
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Figure 2

Table 3a. Qatar: Summary of Central Government Finance, 2020-29
(Billions of Qatari Riyals unless otherwise noted)

Projections

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Revenue 1712 1937 2978 2544 2135 2382 2664 2758 2816 2932
Qil 32.3 55.2 57.5 39.0 335 303 29.6 29.6 302 309
LNG 35.5 584 117.3 88.3 802 1116 1278 1330 133.0 1404
Investment income from public enterprises 1/ 65.5 427 73.7 752 55.0 51.0 55.3 56.5 57.1 58.3
Corporate tax revenue 1/ 23.7 211 279 346 28.4 285 36.4 39.1 436 45.6
Other revenue 1/ 14.2 16.2 214 173 16.3 16.8 17.2 17.6 17.8 179
Expenditure 1824 1921 2087 2114 2108 2174 2248 2308 2381 2457
Expense 1159 1198 1334 1360 1399 1451 1509 1553 160.7 1664
Compensation of employees 57.9 58.7 62.9 64.9 68.8 729 76.9 80.9 85.2 89.8
Goods and services 17.9 19.0 201 213 22.1 23.0 24.0 242 249 257
Interest payments 12.2 11.6 1.7 1.2 10.5 10.2 103 10.5 10.8 1.2
Other expense 279 306 38.8 386 386 38.8 39.8 39.6 39.7 398
Met acquisition of nonfinancial assets 66.5 723 75.3 75.4 70.9 72.4 73.9 755 774 79.2
Gross operating balance 55.3 739 1643 1184 73.5 932 1155 1205 1209 1267
Net lending (+)/borrowing (-) -11.2 16 89.0 430 26 20.8 416 45.0 435 475
Financing
Domestic financing (net) -31 14 -228 3.1 13.2 3.2 49 5.0 5.2 53
Bank loans 3.0 55 -26.2 -9.9 10.6 0.0 0.0 0.0 0.0 0.0
Domestic securities -5.7 19.4 12.9 2.8 26 3.2 4.9 5.0 5.2 5.3
Domestic deposits -04  -235 -9.5 10.2 0.0 0.0 0.0 0.0 0.0 0.0
Foreign borrowing 33 -95  -168  -248 -8.4 -4.0 45 45 45 45
Other 2/ 11.0 65 -494 -21.3 -74  -200 -509 -545 -532 -574
MNon-hydrocarbon primary fiscal balance 3/ -1323 -1433 1523 -1576 -1622 -171.3 -1754 -181.4 -187.5 -194.1
Memorandum items
Total debt 381.7 3820 3652 3386 3292 3284 3378 3473 3570 3668
External 2289 2198 2030 1782 169.8 1658 1703 1748 1793 1838
Domestic 1528 1622 1622 1604 1594 1626 1675 1725 1777 1830
Total net debt 3064 2833 2570 2406 231.2 2304 2398 2493 2590 2688
o/w net domestic debt 4/ 77.5 63.5 54.0 62.4 61.4 64.6 69.5 74.5 79.7 85.0
External debt service/total revenue (percent) 22.8 99 8.8 11.9 6.2 36 1.7 16 1.7 16
Total hydrocarbon revenue 5/ 131.0 1564 2531 2119 1754 2024 2272 2369 2419 2528
as a share of total revenues (in percent) 76.5 80.7 85.0 833 822 85.0 85.3 85.9 85.9 86.2

Sources: Ministry of Finance, and IMF staff.

1/ From both hydrocarbon and non-hydrocarbon sources.

2/ Accumulation of foreign assets by the government.

3/ Excludes investment income and corporate income tax from hydrocarbon activities.
4/ Net of government domestic deposits.

5/ Includes investment income and corporate income tax from hydrocarbon activities.

Figure 2
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Sovereign Wealth Fund

Qatar’s sovereign wealth fund, the QIA, may well become the country’s most significant source
of revenue in the decades ahead. According to the Financial Times, (England, 2024), the fund is
currently valued at $500 billion. During the expansion in LNG production, QIA is expected to
benefit from continued inflows. Mohammed Al-Sowaidi, the fund’s newly appointed chief
executive, has even suggested that these inflows could double the fund’s size by 2027. However,
this projection appears optimistic. Qatar’s current balance of payments (IMF, 2024) indicates
annual additions of roughly 23.5 billion USD to its foreign investments. If no substantial increase

occurs, the fund’s assets will reach an estimated 620 billion USD by 2030.
Domestic Economy

While Qatar’s sovereign wealth fund (QIA) offers a promising long-term source of revenue, it
remains uncertain whether the country can build a robust, taxable domestic economy before its
energy income declines. This section outlines six key structural challenges that cast doubt on
Qatar’s capacity to achieve this transition. First, Qatar does not meet the core criteria of a
successful developmental state, as discussed in 2.2. Second, its levels of economic complexity,
human capital, and taxation remain underdeveloped. Third, the public sector is oversized and
inefficient. Fourth, the country remains heavily reliant on low-cost expatriate labor. Fifth, political
rigidity may hinder the emergence of a more dynamic and empowered middle class. And finally,
Qatar’s economic model remains highly vulnerable to reductions in government expenditure and

shocks in the energy market. Each of these challenges is explored in detail below.
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First, Qatar’s institutional framework falls short of the criteria typically associated with
successful developmental states. As part of the Third National Development Strategy for 2030
(NDS3 2025), Qatar has introduced policies aimed at diversifying its economy and ensuring
long-term sustainability. While some progress has been made, serious challenges persist within
the domestic economy. Drawing on the developmental state theory discussed in Section 2.2, it
remains questionable whether Qatar, despite its interventionist stance, satisfies the other three
conditions: an efficient bureaucracy, strong public-private cooperation, and adaptability to
market shifts. The bureaucracy in Qatar is tightly controlled by the ruling Al-Thani family
(Freedom House, 2023), and the private sector faces a persistent shortage of qualified workers.
As Tarek Ben Hassan (2022) notes, Qatar’s education system lags behind global averages in
STEM fields. Despite widespread admiration for entrepreneurship, most Qataris are discouraged
from engaging in it. And unlike the pressure that has driven rapid growth elsewhere, Qatar’s

wealth leaves little sense of urgency.

Second, structural indicators suggest stagnation in productivity, weak human capital, and a non-
institutionalized taxation system. The IMF’s 2024 report highlights several impediments to
Qatar’s path to a resilient economy. First, the country has experienced a trend decline in total
factor productivity. Second, its economic complexity—reflecting the accumulation and
deployment of productive knowledge across diverse sectors—has been decreasing (Harvard
Growth Lab, 2025). Third, economic diversification remains low and has fallen further since the
COVID-19 pandemic. This trend manifests in human capital indicators: Qatar still trails behind
the OECD average in PISA test scores and more than half the expatriate workers are considered

either unskilled or semi-skilled. In addition to that, Qatar has a low corporate tax of 10% and
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imposes no income tax at all. As a comparison, the OECD income tax average is over 30%

(Enache, 2024).

Third, Qatar’s public sector continues to weigh heavily on the state budget and public-private
dynamic. As Hertog (2020) observed in his research on Kuwait, all Gulf countries share their
wealth with citizens through subsidized utilities and expansive public sectors offering favorable
employment conditions and nearly guaranteed jobs for nationals. While Qatar has made notable
progress in reducing subsidies, the public sector remains costly and inefficient. In 2024,
employee compensation accounted for 33% of total government expenditure. This is problematic
for two main reasons: firstly, it places a significant strain on the state budget; and secondly, the
security and comfort of public employment dissuade Qataris from pursuing careers in the private

sector, thereby hindering its development.

Fourth, dependence on expatriate labor undermines both economic resilience and long-term
development. Expatriates make up roughly 90% of Qatar’s population. Beyond the humanitarian
concerns, which have attracted criticism regarding human rights practices, the reliance on the
foreign workforce presents three key economic challenges. First, expatriate salaries are largely
repatriated rather than saved or invested locally, with remittances amounting to 43 billion Qatari
Riyals in 2024. Second, the abundance of low-cost labor distorts the market and suppresses
productivity, diverting investment towards labor-intensive, low-skilled sectors rather than
fostering a more complex and competitive industry. Third, this reliance poses a vulnerability
during times of instability, when many expatriates may opt not to renew their contracts, leaving

critical sectors understaffed.

Another factor casting doubt on Qatar’s industrial development is the political reluctance to enable

a more empowered and economically independent middle class. As Luciani (2021) notes in his
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work on Gulf rentier states, economic empowerment of the private sector often coincides with the
rise of new political actors and interests. In Qatar’s tightly controlled system, the emergence of
such a class may be perceived as a threat to the status quo, limiting the extent of liberalization and

decentralization necessary for private sector growth.

Finally, the Qatari economy remains vulnerable to external shocks, particularly those linked to
fluctuations in global energy markets or reductions in public expenditure. A significant decline in
oil and gas revenues, or a shift toward fiscal tightening, could lead to contractions across multiple
sectors. Should the state embrace a more austere fiscal stance, reducing infrastructure projects or
reducing the size of the public sector, this may smother overall consumption and heighten the risk
of a broader economic crisis. Given that Qatar redistributes a portion of its wealth to citizens
primarily through public sector employment and state-sponsored benefits, job cuts in this domain
could provoke social unrest. Moreover, although official data on inequality is unavailable, any
economic decline might create tensions between workers and capital owners, particularly as capital

ownership is often concentrated among the ruling elite and their affiliates.

4.3 Qatar’s Economy in the Context of Green Transitioning

To grasp the long-term financial implications of the global energy transition for Qatar, this section
offers an indicative calculation of the country’s future revenues and expenditures. These numbers
are not presented as precise forecasts, but rather as illustrative estimates. Essentially, it tries to

answer when Qatar is expected to face a fiscal deficit.

Qatar’s revenue stems from three main sources: the energy sector, the Sovereign Wealth Fund

(SWF), and taxation of the domestic economy. The following assumptions were made:
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Energy sector: As previously described, the IEA expects a 76% and 78% reduction in demand for
oil and gas, respectively. Although the transition away from fossil fuels will most likely not be
linear, this thesis makes use of an annual decrease of 4.97% for oil and 5.26% for gas. In
accordance with IEA’s outlook, Qatar’s 2022 revenues from oil and gas were 57 and 117 billion
QAR. In addition, to account for the scenario that global demand reduction is not as rapid, another
calculation is made in which the demand decreases only from a 2030 peak and at half the rate,
namely 2.48% and 2.63% (denoted as “half NZE”). Following the IMF, the returns in 2030 should

be 31 billion QAR for oil and 140 billion for gas.

QIA: Three assumptions are made regarding Qatar’s SWF: First, the fund grows at an internal 5%
annually, beginning from 1820 billion QAR (which is 500 billion USD). Second, fiscal surplus is
invested in the fund. Third, fiscal deficit is balanced by drawing the amount from the fund. For
example, if in 2026 Qatar finishes with a surplus of 30 billion QAR, then those are invested in the

fund. If it had a deficit of 30 billion, then this amount would be extracted from the fund.

Domestic taxation: It is assumed that revenue from non-hydrocarbon activities will generate
approximately 50 billion USD annually, based on the IMF’s forecast through 2029. However, this
figure should be viewed as optimistic, given the underlying fragility of the domestic economy, as

discussed in the previous chapter.

Expenditure: to calculate future expenditure, the annual increase is calculated based on the IMF

projections. The IMF forecasts 2029 expenditure to rise to 245 billion QAR, whereas in 2024 it is
210 billion. Using compound annual growth rate (CAGR), the annual increase is: (ﬁ)u 5 —

210

1 = 0.0313 = 3.1%. This figure is somewhat modest, given that the 2020 to 2024 increase stands

at 3.9% a year.
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Results:

Figure 3 illustrates Qatar’s declining revenues without the fund’s support. As it appears, when only
accounting energy sector revenue and domestic taxation, Qatar enters a fiscal deficit already in
2026. That means that to annul this deficit, it has to draw the difference between expenditure and
non-QIA revenues from the fund. However, this is not sustainable in the long term. Depending on
the scenario, QIA stops growing already in 2032/2036 (See Figure 4). Then, to cover the growing
fiscal deficit, QIA quickly loses its value. Under NZE, the fund is equal to one year’s spending in

2047. Under ‘half NZE’, it happens several years after.

Based on these results, Qatar’s financial future seems dire. If its domestic economy persists in its
current trajectory, Qatar will have only two decades before it can no longer sustain its expenditure.
In 2047, Qatar’s non-QIA revenues are estimated to be 24%/37% of the expenditure. This means
that either the expenditure shrinks to a fourth/third its size, or Qatari domestic economy must
produce more revenue. However, given the reasons provided in chapter 4.1, Qatar appears to be

off track.
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5. Qatar’s international influence

Qatar was a British protectorate from 1916 until its independence in 1971. The Al Thani family
had by then established itself as the ruling dynasty of the emirate. In the 24 years that followed,
Emir Khalifa bin Hamad Al Thani ruled over a period marked by economic conservatism and
regional alignment (Kamrava, 2013). Although Qatar’s vast North Field, which was discovered in
1971 and was later confirmed as the world’s largest pure (non-associated with oil) natural gas
reserve, held immense potential, it remained largely unexploited under his rule. During this time,
Qatar’s foreign policy was aligned with that of Saudi Arabia and the Gulf Cooperation Council
(GCC). In 1995, a bloodless coup led by Sheikh Hamad bin Khalifa Al Thani deposed his father
and changed the country's trajectory. The new emir led the development of the North Field,
transforming Qatar into one of the world’s leading exporters of liquefied natural gas (LNG) and
accruing significant national wealth. This shift away from his father’s caution enabled Qatar to
pursue global visibility and a more independent foreign policy. In 2013, Sheikh Hamad willingly
handed power to his son, Sheikh Tamim bin Hamad Al Thani, who has since continued to develop

his father’s legacy.

The second part of the findings explores the myriad ways Qatar builds its international influence
based on the concepts explored in the literature review. While arguments suggesting that Qatar’s
rise has also resulted in forms of disempowerment and backlash are compelling (Brannagan and
Giulianotti 2018), such critiques fall outside the scope of this thesis. It first examines Qatar’s
projections of soft power. Then, it uncovers the emirate’s particular intrinsic power and derivative

power. Finally, it tries to put a price tag on these power projections.
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5.1 Soft Power

Qatar has leveraged its wealth to project soft power in a myriad of ways. This section is devoted
to discovering the state’s most prominent soft power initiatives, which have drawn increased global
attention to the emirate: Al Jazeera, Qatar Airways, the 2022 FIFA World Cup, investments in sport
and culture, humanitarian aid, funding to Western universities, and mediation efforts. Where

possible, the associated financial costs of these undertakings are noted.

Al Jazeera, Qatar’s state-funded media network founded in 1996, has been among its most
effective soft power instruments. The channel rose to prominence following the 9/11 attacks when
it was the only broadcaster with a permanent presence in Afghanistan. In 2006 it launched the
English language branch to increase its exposure. In the early 2010s, Al Jazeera’s covering of the
Arab Spring uprisings increased its status and achieved a wider audience. Today, it is the most
prominent Arabic-language news channel globally, rivaling established names like BBC, CNN,
and CNBC. According to the network, it broadcasts in over 150 countries and reaches more than
450 million viewers (Al-Jazeera, 2025), not to mention its social media impact, with millions of
followers across different platforms. Al Jazeera’s popularity has also been translated into a series

of journalism awards, including the 2012 Royal Television Award, Emmies, and others.

Al-Jazeera’s wide reach has enabled it to promote different ideologies and challenge established
norms. Some argue that it has been used as a platform to host a ‘clash of civilizations’ dynamic by
positioning itself as a counterweight to Western media (Brannagan and Giulianotti 2018). The
network is also used as a tool for Qatari foreign policy. For instance, leaked documents suggest
that Qatar used the company’s coverage as a bargaining tool to repair relationships with other

countries and diplomats.
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While financial transparency is limited, Al Jazeera is widely believed to operate at a loss (Atalayar
2022). A 2005 Guardian article estimated its annual operating cost to Qatar at around $100

million—a figure that has likely grown with the network’s expansion.

Qatar Airways is another arm of Qatari state branding. The young company is regularly announced
as the “world’s best airline”, known for its premium service, and carried over 43 million passengers
in 2024 (Reuters, 2025). The airline contributes to projecting an image of Qatar as modern and
globally connected. In addition, many of the passengers transit through Doha, boosting tourism

and possibly receiving positive impressions of the country.

A major event for Qatar in recent years was hosting the 2022 FIFA World Cup (Al-Kubaisi, 2023).
The event attracted over 3.4 million visitors from around the world and augmented the emirate’s
visibility. The tournament served as a showcase for Qatar to present its modernity and
infrastructure abilities and ameliorated its public image. The event and preparations are

approximated to have cost 220 billion USD (Statista, 2024).

Qatar has also expanded its presence through investments in sports and culture. In 2011, it acquired
the French football club Paris Saint-Germain (PSG), which has since become a major global brand.
Qatar attempts to gain prominence amongst other sports such as table tennis and video games by
hosting events and helping officials to reach powerful positions in sports orgnaizations (Beech,
2025). These sports investments are complemented by a cultural agenda. The Qatar Museums
Authority, managed by Sheikha Al-Mayassa bint Hamad Al Thani (the emir’s sister), oversees
institutions such as the Museum of Islamic Art, Mathaf: Arab Museum of Modern Art, and the
National Museum of Qatar—each of which positions Doha as a regional hub of heritage and

creativity.
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Further enhancing its global standing, Qatar has made significant financial contributions to higher
education, particularly in the United States. According to a U.S. Department of Education
investigation (Romano 2024), Qatar donated approximately $4.7 billion to more than 60 American
universities between 2001 and 2021. Prestigious institutions such as Cornell, Harvard, Yale, MIT,

and the University of Chicago received hundreds of millions of dollars each.

Qatar is also a notable humanitarian donor. According to the Ministry of Foreign Affairs (2024),
Qatar pledged $100 million in aid to Gaza, contributed more than $86 million to Sudan since the
start of its civil conflict, and provided support to Syrian refugees. Its efforts extend well beyond
the Middle East: Qatar donated $100 million following Hurricane Katrina and dispatched

emergency responders to assist following the 2015 Nepal earthquake.

Finally, a primary activity that Qatar engages in is mediation. Qatar’s role as a mediator in conflicts
has given it diplomatic prestige and the perception of a peaceful actor. The small state has managed
to assist in negotiations between different powers in the Middle East and beyond. These include
Israel-Hamas, US-Taliban, Lebanon (Doha agreement), Sudan-Eritrea and more. Beyond the
Middle East, Qatar participated in talks between Russia and Ukraine for returning children to their
families (Reuter, 2024) and between the Democratic Republic of Congo and Rwanda (Rolley and

Kasongo 2025).

5.2 Particular-Intrinsic Power

Qatar has successfully leveraged its LNG reserves, wealth, and distinctive diplomatic position to
cast influence which can be identified as particular-intrinsic. This section reviews the following
four pillars of such power: interdependencies between Qatar and the EU, the opportunities it

provides using investments, financial support to Middle Eastern actors and its mediation efforts.
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As Labelle (2023) points out, the Russian invasion of Ukraine caused a shift in the interdependence
between the EU and Russia. The EU sought to diversify and decouple itself from Russian fossil
fuels, even at the price of painful inflation. This realignment created an opportunity for Qatar,
which secured long-term LNG supply agreements with several European states, including
Germany, France, Italy, and the Netherlands. While Qatar’s share of the European gas market
remains modest in comparison to Russia’s pre-war levels, these new partnerships are likely to

entrench Qatar’s importance to European energy security in the coming years.

The QIA has also enabled Qatar to reach warmer ties with other countries. U.S. President Trump’s
visit to the Gulf countries in May 2025 manifested how investment can be translated into warm
diplomatic relations, with Qatar pledging to increase investments in the U.S. and purchase 210
Boeing jets (Broadwater and Swan 2025). QIA has consolidated its presence in other countries
through its portfolio, with investments ranging from Barclays and London real estate, Volkswagen,

Credit Suisse, and more.

In the Middle East, one of Qatar’s primary strategies for influence has been its political and
financial support for Islamist movements. Unlike other members of the Arab League, Qatar has
historically maintained ties with actors that others refused to engage with (ISPI, 2025). Qatar has
been linked to the Muslim Brotherhood since its establishment and offered refuge to members who
faced persecution in other regimes. The Arab Spring marked a turning point, as Qatar openly
supported Islamist groups it believed could reshape the region. It gave monetary and political
backing to the Muslim Brotherhood in Egypt and Tunisia, rebel forces in Syria, and Islamist
militias in Libya. Qatar has also kept close relations with Hamas; aside from the funding it receives,

Hamas’ leadership was also allowed to operate from Doha.
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Qatar’s support of these organizations, which are often denounced by the Arabic public, is seen as
high-risk high-gain gambles. Indeed, Doha’s acceptance of such actors has caused widespread
criticism and backlash. Between 2017 and 2021, Saudi Arabia, Egypt, the UAE, and Bahrain led
a regional blockade against Qatar, accusing it of financing terrorism and fostering ties with Iran
and the Muslim Brotherhood. The embargo involved the closure of airspace, borders, and
diplomatic channels. Other countries followed suit. The crisis ended with the Al-Ula Agreement
in 2021. Many commentators suggest that Qatar emerged from the dispute with greater autonomy,
having strengthened its relationships with Turkey and Iran, diversified its trade partners, and

refused to comply with the coalition’s original demands.

Finally, Qatar’s distinctive diplomatic position can also be understood as a form of particular-
intrinsic power. Qatar maintains an open channel with controversial or denounced groups such as
Hamas, the Taliban, or the Muslim Brotherhood, yet is still seen as neutral. This capacity has been
valuable to Qatar’s diplomatic capital. Whether in the Israeli negotiations with Hamas or American

negotiations with the Taliban, Hamas is viewed as essential to ensuring correspondence.

5.3 Derivative Power

In addition to its soft and particular-intrinsic power, Qatar also exercises derivative power. Central
to this is Qatar’s alignment with the United States. This is exemplified by its hosting of Al Udeid
Air Base, the largest American military facility in the Middle East. While there is no formal defense
treaty between the two nations, the U.S. designated Qatar a major non-NATO Ally in 2022 (Reuters
2022). Beyond its substantial investments in the U.S., Qatar has actively courted its ally through
lobbying efforts (Vogel 2024) and providing gifts to American politicians—most notably, the
recent gifting of a luxury airplane to President Trump. Qatar has also cultivated closer ties with

NATO. In 2018, the alliance was granted access to the Al Udeid base, and Qatar established a
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military liaison office at NATO headquarters in Brussels (NATO 2018). Joint training exercises
have strengthened their cooperation. The backing of the U.S. and NATO has allowed Qatar to
pursue a more assertive foreign policy and to engage in regional maneuvers that could otherwise

exceed the limits of what a small state could safely undertake.

5.4 Collective Power

One element that Qatar lacks in its foreign policy is collective power. The 2017-2021 blockade
proves that Qatar remains isolated within the Gulf Cooperation Council (GCC) and that it cannot
reliably depend on regional alliances to advance or defend its interests. Unlike other small states
that strengthen their international influence through -coalition-building and institutional
engagement, Qatar has often pursued a unilateral path. Qatar is indeed a member of major
multilateral bodies such as the United Nations, the World Trade Organization, and the Organization
of Islamic Cooperation, and has played active roles in forums like OPEC and the Gas Exporting
Countries Forum (GECF). However, it has rarely used these platforms to lead coalitions or shape

institutional agendas.
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5.5 Implications

Considering the findings from chapter 4.3, there is much doubt on whether Qatar can maintain its
international influence in decades to come. Chapter 4.3 shows that Qatar is likely to enter a
painful fiscal stage already from the next decade, when its Sovereign Wealth Fund, QIA, shrinks.
Drastic change must occur before Qatar completely depletes the QIA, or otherwise the country
will fall into debt that it cannot return. Such a change, if even possible, would most likely

involve a drastic reduction in public spending.

This means that within two decades, Qatar’s regional and global clout will probably diminish.
The shift from the current state of affairs will express itself in three main ways: First, any
activities that make it more powerful today and depend on monetary means are likely to suffer
due to the repercussions of its financial state. These include media influence, financial support in
the Middle East, cultural events and more. Second, the element of interdependence in Qatar’s
relationships with gas importers will decline, and the country will no longer be seen as essential
to ensure energy security and diversification. Lastly, Qatar becomes more dependent on the
countries where its assets are held until they are depleted. This holds even more so in a scenario
where Qatar finds a solution to preserve the QIA as a revenue source. Two risks stand out: First,
global market volatility may threaten Qatar’s budget. Second, countries where its assets are held
have a bigger leverage over the emirate, as confiscation of assets or international sanctions, for

instance, could prove fatal.
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6. Conclusion

This thesis has examined the economic foundations of Qatar’s political power in the context of the
global energy transition. Drawing on the rentier state framework, developmental state theory, and
small-state power dynamics, it has illustrated how Qatar’s influence has been made possible by an
unprecedented accumulation of fossil fuel wealth, leveraged with strategic investments in soft
power and international alliances. However, the upcoming changes in the energy market are likely

to alter the emirate’s position.

The findings suggest that, if current trends continue, Qatar may face severe financial challenges
within the next two decades. Its Sovereign Wealth Fund (SWF) is estimated to be depleted at a
rapid pace. Under the International Energy Agency’s Net Zero Emissions by 2050 scenario, the
fund is no longer able to cover the fiscal deficit by 2047. Even under a more moderate trajectory,
where emissions are reduced at only half the rate, the fund’s depletion is only postponed until

2051.

The thesis identifies two principal drivers behind this outlook: the global transition away from
fossil fuels and the structural weaknesses of Qatar’s domestic economy. The first concerns the
efforts to limit global warming, which harm Qatar’s energy sector. Second, Qatar has only made
limited and insufficient progress in diversifying and consolidating its economy. These conclusions
are grounded in the theoretical framework of rentier and developmental state literature, and

supported by empirical data, including recent reports from the International Monetary Fund.

Given this trajectory, Qatar’s international influence is likely to decline sharply. The thesis
demonstrates that much of Qatar’s impressive power accumulation has so far relied on its wealth

and strategic gas reserves. If these elements erode, Qatar will lose power in three key areas. First,
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it will lack the monetary capacity to sustain its influence as it currently does. Second, other states
will cease to depend on Qatar as a primary energy supplier. Third, Qatar will become more
vulnerable to the political and economic conditions of the countries where its SWF assets are held.
Nevertheless, some elements of its influence may persist, such as derivative forms of power linked
to the United States and NATO, as well as its role as a diplomatic mediator in regional and global

affairs.

This thesis urges foreign policymakers to take into account Qatar’s growing vulnerability. While
the state currently projects confidence, the long-term position appears more fragile, which may
call for adjustments in foreign policy. Finally, the thesis highlights the need for further research at

the intersection of rentier-state dynamics and effective developmental strategies.
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