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EXECUTIVE SUMMARY

Often, the quest to achieve leadership in the global competition that has
arisen around artificial intelligence (Al) is reduced to seeking access to
chips. But chips are only one component of the Al value chain. To attain a
leadership position in Al, countries in the Gulf Cooperation Council (GCC)
and beyond must adopt a more nuanced approach that encompasses
the entire Al value chain, including chips, compute infrastructure, cloud
platforms, models, data and other elements.

We call this pragmatic Al sovereignty. It seeks to balance the need for control over the Al
value chain with the need for continuous access to its components. In doing so, pragmatic Al
sovereignty mitigates the risks of both external dependence and internal fragility.

There is no single way to achieve pragmatic Al sovereignty. Government leaders and other
stakeholders must consider each aspect of the value chain in terms of its concentration, capital
intensity, strategic sensitivity and value creation potential.

Then, leaders can determine which posture or combination of postures can be used to secure
access to the layers of value. There are four postures they can use: assure, which secures

a layer via agreements, allocation, diversification or contractual safeguards; control, which
secures a layer by owning, operating or governing it; partner, which secures a layer via
partnership with a global player while maintaining local governance, localization, resilience and
exit rights; and influence, which secures a layer using capital, regulation, procurement or market
access to shape its standards, capital flows, supplier priorities or policy dialogues.

The GCC countries are well positioned to not only secure their own pragmatic Al sovereignty,
but also shape how Al ecosystems evolve across adjacent markets. To succeed and lead in
the Al era, they will secure access where it matters, assert control where it is critical and build
leadership where value can be captured.
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THE PRAGMATIC SOVEREIGNTY IMPERATIVE IN Al

Artificial intelligence (Al) has become a global competition. Countries in the Gulf Cooperation
Council (GCC) and beyond are vying for leadership positions in the race to put Al to work.!
More critically, they are competing to secure access to the Al value chain - the chips, compute
infrastructure, cloud platforms, models, data and other elements that constitute this powerful
new technology — and to its three major enablers: talent and human capital, cybersecurity and
digital resilience and data sovereignty and privacy (see Exhibit 1).

EXHIBIT 1
Al leadership depends on access to each layer of Al value
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and materials suppliers telecom operators, managed service Al labs, research institutions sector solution providers
energy providers providers (MSPs)

- Cross-cutting Enablers

Cybersecurity

Talent and Human Capital [} and Digital Resilience

Data Sovereignty and Privacy

Ensure data sovereignty,
privacy, ethical use and
trusted data governance

Secure Al systems, reduce
threats and strengthen
resilience across the stack

Attract, develop and retain ‘
world-class Al talent

Source: Strategy&
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This is a challenging endeavor for the GCC countries, because the Al value chain is rife with
chokepoints. Among them: Advanced semiconductor manufacturing is concentrated in a
handful of companies; the public cloud is dominated by a few hyperscalers; the development
of leading-edge models is dominated by a small number of corporate labs, all of them based
outside the Gulf region; and access to talent is constrained by global competition and regional
tensions (see Exhibit 2).2

EXHIBIT 2
Al value chain chokepoints in the GCC countries

.. Semiconductors

“m > and Hardware

75% of global
semiconductor
manufacturing is
concentrated in East Asia

Virtually all leading-edge
(<10nm) chip manufacturing
is concentrated in Taiwan
and South Korea

Tightening export controls
are restricting access to
advanced Al chips

5 :

Physical
Infrastructure
(Data Centers,
Connectivity)

50% of global data center
capacity is controlled

by hyperscalers

and large operators

~70% of global data
center capacity is
concentrated in the U.S.,
Europe and Asia

»,

Cloud
Platforms

Top three hyperscalers
account for ~65% of
the global cloud
infrastructure market

Al workloads are
frequently tied to
proprietary ecosystems
(as with Google’s Gemini),
increasing platform lock-in
and switching costs

Extraterritorial regulatory
reach affects data control

2

Models and
Intelligence

~90% of notable Al models
were developed by private
industry (vs. academia)

Frontier model development
is concentrated in the U.S.
(~40 notable models in
2024), China (~15)

and Europe (~3)

High entry barriers:
compute cost, proprietary
data and specialized talent

Access is increasingly

o

Al Systems
and Sector
Deployment

~70-75% of enterprises are
adopting Al, but
deployment is concentrated
within a small set of global
vendor platforms
Application ecosystems are
dominated by Microsoft,
Google, AWS, OpenAl

and Palantir

Strong dependence on
integrated vendor stacks

controlled via APIs
and licensing

-~ Cross-cutting Enablers

Cybersecurity

l and Digital Resilience

>

Source: See endnote 2, page 15

Talent and Human Capital Data Sovereignty and Privacy

Increasing reliance on
cross-border data flows
and cloud platforms raises
regulatory concerns

Global Al talent is highly
competitive, with ~70% of top-tier
researchers concentrated in North
America and China

Al attack surfaces are

’ expanding, while mitigation
capabilities remain concentrated
among a few providers
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Countries whose access to Al could be cut off at these chokepoints are exposed to significant
economic risk. In February 2026, the secretary general of the GCC announced that Al was
expected to add US$260 billion to the regional economy by 2030.2If the GCC countries cannot
exert greater control across critical components in the Al value chain, however, this economic
upside is at risk, and they will experience long-term leakage of economic value to external chip
providers, hyperscalers, model developers and platform owners.

Al chokepoints also raise the specter of strategic risk. The GCC countries could face
geopolitical risk stemming from controls on chips, models and the cloud imposed by external
governments. They may also be exposed to jurisdictional risks due to external access to
sensitive data and critical systems, as well as ever-changing rules and regulations.

The promise and peril inherent to Al are why Al sovereignty has already risen to a national
imperative in the GCC countries. In pursuing Al sovereignty, governments seek to establish
localized control over critical Al capabilities.

The problem with this singular focus is that unbridled sovereign control has its own downside.
Taken too far, localized systems can become fragile. During the recent Middle East conflict,
cloud infrastructure in the UAE and Bahrain was affected, underscoring the importance of
resilience and continuity planning.*

What’s needed is a more nuanced approach to the Al value chain — one that mitigates the risks
of both external dependence and internal fragility. Such an approach strikes a balance between
the need for control of the Al value chain and the need for continuous access to it. The result is
pragmatic sovereignty.

Pragmatic Al sovereignty is the ability of a government to retain strategic control over critical Al
capabilities while ensuring the continuity of Al’s value chain under disruption.
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BEYOND GPU NATIONALISM

Too often, the quest for Al sovereignty is reduced to graphics processing unit (GPU)
nationalism — that is, the question of who controls the chips. Pragmatic sovereignty is far more
comprehensive: It considers and spans the entire Al value chain, from semiconductors and
infrastructure to cloud platforms, models and applications, as well as the three value chain
enablers (talent and human capital, cybersecurity and digital resilience and data sovereignty
and privacy).

For the GCC countries, the quest for pragmatic Al sovereignty cannot be achieved using one
method and applying it uniformly across the value chain. This is because the layers of value vary
significantly in terms of concentration, capital intensity, strategic sensitivity and value creation
potential for each country.

A more nuanced and flexible approach to pragmatic sovereignty is required. In this approach,
GCC governments make deliberate, layer-specific choices. The underlying rationale for these
choices depends on which of four postures can offer the most effective way for a country to
ensure access, control, resilience and value capture across the Al value chain. The four postures
are detailed below.

e Assure: This posture secures a value layer via agreements, allocation, diversification
or contractual safeguards. Typically, it is most effective for globally concentrated Al
capabilities, such as advanced chips, critical hardware and frontier models. For instance,
the UAE has secured GPU allocations as part of the U.S.-UAE Al Acceleration Partnership.®

e Control: This posture secures a value layer by owning, operating or governing it through
government entities or national champions. This posture is typically most effective in such
areas as critical data, digital identity, sensitive workloads, national platforms and Al use
cases in sectors involving vital national infrastructure. India, for example, developed and
governs Aadhaar, one of the world’s largest digital identity platforms, to retain sovereign
control over critical identity data.®

e Partner: This posture secures a value layer via partnership with a global player, while
maintaining local governance, localization, resilience and exit rights. Typically, it works
well for layers that involve cloud platforms, foundation models and advanced Al services.
France, for instance, established Bleu, a sovereign cloud platform that combines Microsoft
Azure technology with French operational control and governance.”
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¢ Influence: This posture secures a value layer using capital, regulation, procurement or
market access to shape the layer’s standards, capital flows, supplier priorities or policy
dialogues. This posture is typically effective for chips, standards, model providers and
platform road maps. For instance, the European Union’s Artificial Intelligence Act uses
regulation and market access to influence how global Al providers design, deploy and
govern Al systems within the European market.®

As a government chooses to use one or more of the four postures for managing each of the
Al value layers, the most effective means for achieving pragmatic Al sovereignty starts to
become clear.

To use the four postures to secure access to the individual
components of the Al value chain, governments need to
translate them into specific actions. These actions will vary with
the conditions in the country, but they can be defined in broad

terms for each of the Al value chain layers and ranked according
to their efficacy.
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BUILDING PRAGMATIC Al SOVEREIGNTY

To use the postures to secure access to the individual components of the Al value chain,
governments need to translate them into specific actions. These actions will vary with the

conditions in the country, but they can be defined in broad terms for each of the Al value layers

and ranked according to their efficacy (see Exhibit 3).

EXHIBIT 3

Ways and means for building pragmatic Al sovereignty in the GCC countries

Al Value Layer

Semiconductors
and Hardware

Assure

Secure long-term access
through supply diversification,

allocation commitments and

government-to-government channels

Control Partner

Refrain from full upstream
self-sufficiency, as leading-edge chip
manufacturing is too concentrated,
capital-intensive and
ecosystem-dependent

Focus partnerships on adjacent
capabilities (for example, advanced
packaging and testing)

Influence

Use sovereign capital and
strategic relationships to shape
supplier priorities

Physical

Infrastructure
(Data Centers,
Connectivity)

Not applicable, as the objective is
not external access assurance but
domestic buildout

Own and operate in-country data
centers, power, cooling,
interconnection, hardened sites and
distributed edge infrastructure
through national players

Build and operate infrastructure with
global data centers and cloud
partners under sovereign operating
models

Shape regional connectivity, subsea
cable routes, power markets
and global data center failovers
(supported by
cross-border frameworks)

Cloud Platforms

Not applicable,
as cloud sovereignty primarily
concerns governable platforms

Refrain from competing with
hyperscalers across the full platform
stack; their scale, economics, service
breadth and innovation cycle are
difficult to replicate

Codevelop sovereign cloud
capabilities with hyperscalers and
local providers, while localizing
operations, support, compliance and
platform know-how

Shape cloud policy, sovereign cloud
standards, data residency norms,
interoperability and hyperscaler
regional commitments

4’ Models and
Intelligence

v &

Understand that licensed model
access (while necessary) is

insufficient for long-term
model sovereignty

Build local capability in
fine-tuning, evaluation, Arabic
adaptation, inference and
sector-specific models

Codevelop models and adaptation
capabilities with global labs, open
source communities, universities and
national champions

Contribute to benchmarks, Arabic
data sets, safety standards, open
source communities and model
governance dialogues

ﬁg Al Systems
//. and Sector
X2 beployment

[ HIGH APPLICABILITY
Highly relevant and a core strategic priority

Refrain from depending on vendor

solutions as the default model; use
them selectively with fallback options

MEDIUM APPLICABILITY [ LOW APPLICABILITY
Relevant but not sufficient on its own

Build and operate critical Al
systems for government and
strategic sectors in-country

Codevelop sector solutions with
partners while localizing deployment,
integration and operations

Limited relevance / not a viable strategic priority

Shape procurement standards,
certification regimes and
sector regulations

NOT APPLICABLE
Not a constraint or not relevant at this stage

Source: Strategy&
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Value layer: Semiconductors
and hardware

IDEA SPOTLIGHT #1
In the GCC countries, the most effective <®" . National
means of assuring secure access to € Al Exchange
advanced chips and critical hardware is
through diversified supply relationships,

long-term allocation arrangements and Aggregate national demand for Al,
coordinated demand (for example, procure Al infrastructure at scale and
national demand aggregation platforms). distribute Al through a shared cloud

. platform, ensuring priority access for
Governments can support this quest

. . government, startups, researchers and
in several ways: aggregating demand strategic sectors

to secure allocations; using sovereign
wealth fund capital to secure influence;
leveraging structural advantages, such as
energy, capital and geography, to attract Examples

Al training and inference workloads; and Singapore’s National Supercomputing
forming partnerships to deepen ecosystem Clalive folienlles slfistiee] aloties

. to advanced compute infrastructure
9
relevance (see Idea Spotlight #1). across research, industry and

government users
Value layer: Physical infrastructure
(data centers, connectivity)

The most effective means of obtaining
the physical infrastructure needed for . IDEA SPOTLIGHT #2
Al in the GCC countries is to build and Hardened
govern critical infrastructure and design Sovereign Nodes
redundancy across compliant locations.
Toward this end, governments can provide
national champions with the mandates to Establish physically hardened data
scale Al-ready infrastructure capable of gf/':far Si:esui‘zre‘ir?(‘;"l;‘r;f‘gi'iI‘i’;’i‘érskloads’
supporting strategic national workloads bunke?s gnd natl?ra”y fortified
(see Idea Spotlight #2).° environments (for example,

mountain ranges)
Compliance-led resilience should be
designed into data infrastructure: It should
feature infrastructure hardening, in-country
failover by default and regional or global
redundancy (where regulations permit fﬁgﬁfgﬁﬁﬁ;ﬁ’?ﬁidp?cfﬁ;?e; gr?:gix\;i;
and when supported by updated cross- hardened underground data center
border data controls). Power and cooling
infrastructure should secure long-term
capacity needed by Al and should include
grid resilience, backup generation and
priority energy allocation. Distributed
edge compute infrastructure should be
built to enable local inference capability
for latency-sensitive and mission-critical
workloads. Connectivity resilience should
be strengthened by using protected links
between sovereign compute zones, cloud
regions and critical sector networks;
diversified terrestrial and subsea routes;
and carrier redundancy.

Example:
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e Value layer: Cloud platforms

IDEA SPOTLIGHT #3

Federated
Cloud Framework

To secure access to cloud platforms,
GCC countries can begin by structuring
partnerships on sovereign terms, with clear
requirements related to residency, audit
and governance for sensitive workloads. : .

X X Create nationally certified cloud
They should also build governed landing environments that allow sensitive
zones for critical workloads, with approved workloads to move seamlessly
services, guardrails, access controls and across approved providers while
Comp”ance_by_design preserving securlty, compllance

’ and operational continuity

To avoid becoming overly reliant on one
platform, governments should pursue

a multi-cloud strategy, designing for Example:

portability across hyperscalers, local Gaia-X (Europe) aims to create
regions and private environments, with interoperable cloud environments that
fallback and exit options (see Idea allow organizations to move workloads
Spotlight #3)."" They also should build across trusted providers

domestic platform capability across cloud
engineering, machine learning operations
(MLOps), security operations (SecOps),
financial operations (FinOps), governance
and monitoring.

e Value layer: Models and intelligence

IDEA SPOTLIGHT #4
To achieve pragmatic sovereignty in NS National
this layer, the GCC countries can take a Model Escrow

measured approach to developing frontier
models, while investing assertively in

sovereign hosting, Arabic adaptation Require the critical Al models used in
and sector-specific models where the government and strategic sectors
region can lead (for example, energy to be subject to sovereign escrow

" . arrangements, ensuring continuity if
and logistics), as well as evaluation, safe

. . providers withdraw support or if
deployment and fallback optionality. access changes

Where it is commercially and geopolitically
feasible, they can host globally recognized
foundation models locally through
strategic hosting agreements with major SEEG:

model providers, such as OpenAI, Source-code escrow arrangements are

Anthropic and Google DeepMind commonly used to ensure continued
! access to essential software if vendors

cannot fulfill their contracts
Governments should also develop long-

term model resilience strategies through
fallback models and continuity plans, in
case provider access, licensing or terms
change (see Idea Spotlight #4).
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They can build a strong local capability for adaptation, including fine-tuning, inference,
evaluation, Arabic-first development and sector-specific models for priority domains.
Finally, they can nurture the development of a sustained model ecosystem through research
partnerships, local talent and selective attraction of global labs or think tanks to deepen
domestic capabilities.

Value layer: Al systems and sector deployment

Systems and sectors represent the layer at which GCC countries can make the shift
from being Al consumers to being Al producers by converting domestic deployments
into commercially viable solutions, managed services and sector platforms. To achieve
pragmatic sovereignty in this layer, GCC countries can use government and state-owned
enterprise (SOE) demand to scale priority Al solutions, create reference deployments and
convert proven capabilities into exportable offerings.

The GCC countries can create national Al champions or mandate that existing players
design, integrate and operate Al systems in critical domestic environments and scale
sector-specific Al solutions in government, energy, finance, health, logistics and defense.
They can also define sector-specific Al deployment standards and enforce compliance,
audit and accountability.

To make sure that the talent needs of Al are met, GCC
governments must identify any critical talent gaps in the Al
value chain and prioritize those gaps that will require in-country
capability. To fill talent gaps, governments can launch and

support apprenticeship and residency programs that combine
intensive technical training and deployment on national
Al projects.
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MAKING SURE THAT THE ENABLERS OF THE Al VALUE CHAIN

ARE IN PLACE

Achieving pragmatic Al sovereignty requires securing access to the three essential
enablers that cut across the Al value chain: talent and human capital; cybersecurity
and digital resilience; and data sovereignty and privacy.

e Value chain enabler: Talent and
human capital

N

To make sure that the talent needs of Al
are met, GCC governments must identify
any critical talent gaps in the Al value
chain and prioritize those gaps that will
require in-country capability. To fill talent
gaps, governments can launch and
support apprenticeship and residency
programs that combine intensive technical
training and deployment on national Al
projects (see Idea Spotlight #5)."> They
can sponsor structured secondments,
rotations and paid placements within
leading Al labs, hyperscalers and
technology firms and tie them to
mandatory knowledge transfer and return-
to-country programs. Further, they can
seek to attract scarce global expertise
through targeted visas and specialist
pathways that are structured around
capability transfer and mentorship, rather
than long-term dependency.

IDEA SPOTLIGHT #5

National Al
Apprenticeship Program

Rapidly build sovereign Al capability by
embedding talent into real-world
projects using intensive apprenticeship
and mentorship models that combine
technical training with hands-on
experience on national priorities

Example:

Singapore’s Al Apprenticeship
Programme (AIAP) is a nine-month
government-backed initiative that
embeds engineers in Al projects under
industry mentorship, rapidly building
deployment-ready Al talent

12  Strategy& | Pragmatic Al sovereignty: Architecting Al value chains for control and continuity in the Gulf countries



Value chain enabler: Cybersecurity and
digital resilience

To ensure cybersecurity, GCC
governments can build upon their
current efforts by establishing national Al
assurance authorities that are charged
with developing compliance frameworks
and driving the certification, audit

and compliance of Al systems. These
authorities can build national Al testing
and validation labs to ensure end-to-end
system integrity, including hardware,
applications, models and supply chain
assurance (see Idea Spotlight #6).
Governments can also establish the
national Al monitoring and incident
response capabilities needed to ensure
real-time detection, coordinated response,
failover continuity, system isolation and
rapid recovery from cyber threats.

Value chain enabler: Data sovereignty
and privacy

To fully protect data, GCC governments
should ring-fence and retain sovereign
control over critical national data sets
(defense, energy, health, finance, digital
ID), with full control over storage,
processing and access control. They
should develop the national data
governance frameworks and capabilities
needed to ensure the integrity, quality
and traceability of data sets used in Al
systems, including standards for validated
and trusted training data.

Further, governments can enable
controlled and secure data sharing
frameworks to support innovation while
preserving sovereignty and privacy. They
can also develop sovereign data embassy
frameworks with trusted jurisdictions and
ensure the continuity of critical national
data and systems through resilient
offshore environments governed under
sovereign controls (see Idea Spotlight

#7).14
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N IDEA SPOTLIGHT #6
+

\ § National Al
Assurance Labs

Establish dedicated national facilities
to test, certify and monitor Al
systems, models and hardware before
deployment in critical sectors

Example:

The U.K. established the Al Security
Institute to evaluate frontier Al models,
conduct safety testing and develop
assurance frameworks for high-impact
Al systems

IDEA SPOTLIGHT #7

Sovereign
Data Embassy

Establish sovereign-governed digital
continuity environments in trusted
partner jurisdictions to ensure the
resilience of critical national data and
Al systems under geopolitical, cyber or

physical disruption

Example:

Estonia established one of the world’s
first sovereign digital embassies in
Luxembourg to ensure continuity

of critical government systems

under disruption




__________________________________________________________|
CONCLUSION

Formulating a plan capable of achieving pragmatic Al sovereignty is an important starting point
for GCC governments. The greater challenge lies in execution.

To achieve pragmatic Al sovereignty, stakeholders must be aligned in pursuit of a coherent

Al agenda. Governments will need to set the rules and aggregate demand. Sovereign wealth
funds will need to secure access and wield influence. National champions will need to build and
operate critical infrastructure. Government entities and national champions will have to create
data and use cases, too.

To meet this challenge, GCC governments must forge robust strategic technology partnerships;
empower national champions; wield sovereign capital to secure access and influence; and
build and nurture local Al production and deployment ecosystems. Moreover, they will need

to recognize that pragmatic Al sovereignty is not a one-and-done effort. It is going to be a
continual exercise in managing dependency, control and influence in an increasingly contested
technological landscape.

For GCC countries, the Al opportunity is significant. Given their capital strength, strategic
geography and growing digital ambition, they are well positioned to not only secure their own
pragmatic sovereignty, but also shape how Al ecosystems evolve across adjacent markets.
The GCC countries that succeed and lead in the Al era will not be those that attempt to own
the entire Al value chain. The leaders will be those that secure access where it matters, assert
control where it is critical and build leadership where value can be captured.
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