A win for the Gulf's own City of London
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Dubai Inc has come of age. With the defection of Halliburton from Texas to the Gulf after 80 years of business in the US, the Maktoum family have netted the ultimate catch. Others have switched before.
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	Dubai marina: Arabia's answer to the Golden Mile and the Square Mile


The Swedish GAC shipping group moved lock, stock and barrel to Dubai in 2002, taking advantage of zero tax rates, and perma-sun. Shell, Unilever, Procter & Gamble, General Motors, and Microsoft have all built regional headquarters on this narrow strip of desert, now made green by the latest desalination technology.

But Halliburton, former seat of the US vice-president, Dick Cheney, is going a step further, relocating its chief executive, Dave Lesar, to the Gulf on a permanent footing.

Edmund O'Sullivan, editor of the Middle East Economic Digest said: "This is a great coup for Dubai. It is the first time a major western corporation is effectively shifting its decision-making structure to the Gulf, and it makes sense if you remember that 40pc of the world's oil reserves are in the United Arab Emirates, Kuwait, and Saudi Arabia, with Qatar sitting on huge gas fields. If Halliburton can do it, who next?"

Henry Waxman, the chair of the US House Oversight Committee, has already threatened hearings. He said: "I want to understand the ramifications for the US taxpayer and national security."

Unlike its austere and richer neighbours, Dubai is running out of oil (now just 5pc of GDP). It has had to reinvent itself as the "City of London" of the energy world, hoping that some of the $480bn (£249bn) in petrodollar surpluses will stick as it passes through.

The Maktoum dynasty, tearing down barriers, has created a global melting pot out of almost nothing, where Persians, Australians, Indians, and Palestinians, and 100,000 Britons, make up more than 85pc of the 1.2m population.

To lure investors, the Dubai International Financial Centre has become a sort of mini-state. Legally, it is a corner of the City of London, presided over by a British justice, Sir Anthony Evans, under English common law. The centre boasts its vast Marble Arch, while outside its gates the Burj (tower) Al-Arab rises a floor a week in glimmering layers, three times the height of Canary Wharf. Now the banks are following: HSBC, Morgan Stanley, Deutsche and Goldman Sachs.

Dubai aims to draw a fifth of the world's hedge funds, taunting London and New York, just as its irrepressible state airline, Emirates, has stomped all over legacy carriers, to the point where it is powerful enough to underwrite the launch of the Airbus A380 superjumbo with 42 orders. (It had just old transport planes 20 years ago).

At the Jebel Ali free-trade zone, a forest of cranes and 50-storey towers, the Maktoums are building the hub of all hubs, a six-runway airport for 146m passengers a year, as much as Heathrow, Paris, and Frankfurt combined.

The price of exuberant growth has been kitsch on a gargantuan scale: a $20bn "Desert Disney" with an indoor rain-forest and ski resort; and an archipelago of man-made islands, with homes for Michael Owen and David Beckham. They call it the Blackpool of Arabia.

Needless to say, the defection of Halliburton has a set off a storm on Capitol Hill, where the company is already in hot water over its $25.7bn share of Iraqi contracts.

Senator Patrick Leahy, the chairman of the Senate judiciary committee, said: "This is an insult to the US soldiers and taxpayers who paid the tab for their no-bid contracts and endured their overcharges all these years."

Halliburton said yesterday the sole motive was to pitch for business in the Gulf. It said: "It is not our intention to change our place of incorporation from Delaware. This has no tax implications, at this point."

