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Kuwait averaged real GDP growth of 3.5% 
between 2000 and 2019, although the average 
moderated to 1.6% after 2010 as oil revenue 
waned. A founding member of the Organisation 
of the Petroleum Exporting Countries (OPEC), 
Kuwait holds the world’s fifth-largest proven oil 
reserves, equivalent to approximately 6.5% of the 
worldwide total, according to OPEC’s 2020 “Annual 
Statistical Bulletin”. The Central Statistics Bureau 
notes that oil accounts for nearly half of GDP and 
95% of exports. The commodity has contributed 
to decades of strong public finances and – until 
recently – annual budget surpluses. 

GDP growth stood at 0.4% in 2019, and like most 
GCC oil exporters, Kuwait entered the pandemic 
working to contain a fiscal deficit that grew to 9.6% 
of GDP in FY 2019/20, up from 3.1% the previous 
year. The wider deficit was driven by a 16.6% decline 
in oil revenue – a consequence of a 10.3% drop 
in prices and a 2.2% fall in output. Weak activity 
in the non-oil sector, a run of deficit financing 

and legally mandated transfers of 10% of public 
revenue to the Future Generations Fund (FGF) also 
contributed to the deficit, combining to deplete 
government reserves by an estimated 12% of GDP 
in 2019, according to the World Bank. High public 
expenditure has also played a role. In FY 2018/19, 
for example, 16% of the budget was reserved for 
subsidies and 54% for the salaries of workers in 
government-related offices. 

That said, Kuwait is the least indebted government 
in the GCC, with government debt measuring at 
11.6% of GDP as of end-2019. An estimated fiscal 
buffer of more than $692bn in the FGF in theory 
gives policymakers sufficient funds to galvanise 
a diversified, post-pandemic recovery. However, 
in 2020 the Parliament constrained financing by 
declining to raise the legal limit on net government 
borrowing from KD10bn to KD20bn. 

Prior to the Covid-19 pandemic, Kuwait was 
the MENA region’s most improved economy 

in the World Economic Forum’s 2019 global 
competitiveness index, rising eight places to 
46th overall and ranking first for macroeconomic 
stability. Kuwait Vision 2035 aims to build on this 

improvement and transform the country into a 
centre for finance and trade, led by a rejuvenated 
private sector, more public-private partnerships and 
a higher level of infrastructure spending. 

Macroeconomic Stability

Part 1: Resilience
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Officially launched in 2017, the Kuwait Vision 
2035 national development plan is a roadmap 
for reducing dependence on oil – a task made 
more urgent against the backdrop of global 
climate change. The plan has three primary 
goals: restore the regional leadership role of 
Kuwait as a financial and commercial centre 
while reviving the role of the private sector; 
reinvigorate national institutions to empower 
workers and improve productivity; and build 
new infrastructure and create a sustainable 
business environment. Kuwait has several 
advantages as it pursues these goals, including 
a strategic location at the tip of the Arabian 
Peninsula, strong institutions, a stable civil law 
system and the region’s highest proportion of 
households with internet access.

The roadmap seeks to reduce the government’s 
role in financing development projects from 
90% to 30-40% by galvanising private sector 
interest and employing more public-private 

partnerships. As financial technology (fintech) 
is viewed as a primary enabler of the economic 
transition, the Central Bank of Kuwait has 
launched a regulatory sandbox framework 
encouraging companies and individuals to 
develop innovative payment services. The 
National Bank of Kuwait updated its legacy 
capital market system in 2019 as part of a 
digital transformation strategy, while Kuwait 
International Bank is partnering with Mobiquity  
to become an all-digital Islamic bank. 

The local business environment was improving 
prior to the pandemic, with Kuwait scoring 67.4 
out of 100 points in the World Bank’s 2020 
ease of doing business index, up from 60 in 
the 2017 edition. The Ministry of Commerce 
and Industry has streamlined commercial 
licensing procedures and reduced fees for 
small and medium-sized enterprises (SMEs), 
and established a $7bn national fund for SME 
development. Kuwait Vision 2035 aims to lift 

foreign direct investment by 300%, and the 
government has already allowed 100% foreign 
ownership of businesses. Since its inauguration 
in 2015, the Kuwait Direct Investment Promotion 
Authority has attracted more than $3.4bn in 
approved value-added direct investment in 
service sectors such as ICT, renewable energy 
and health care, primarily from the US and China, 
setting the stage for further growth. 
 
Increasing Kuwaitis’ role in the labour force is 
another strategic goal that builds on existing 
policies to boost local participation in the 
private sector by 10%. With this in mind, prior 
to the pandemic the authorities embarked on 
reforming national education curricula to align 
with the needs of industry. Tourism is an area 
with particularly high growth potential. Domestic 
travel and tourism spending reached some 
$6.1bn in 2020, up from $1.6bn the previous year 
despite – or because of – the pandemic, with 
the family tourism segment growing rapidly.

Diversification Progress

Part 1: Resilience

Pillars of Kuwait Vision 2035

Sustainable, diversified economy

Effective civil service

Sustainable living environment

Developed infrastructure

High-quality health care

Creative human capital

Global positioning
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Kuwait ranked 12th on the health subindex of the 
World Economic Forum’s Global Competitiveness 
Ranking 2019. Life expectancy stood at 75 yeas 
in 2018, behind only Qatar in the region, and has 
risen consistently over the last several decades 
on the back of robust health care spending. Infant 
mortality, meanwhile, reached a low of 6.8 deaths 
per 1000 births in 2019. Health spending has 
accounted for more than 2.5% of GDP since 2009, 
peaking at 5.3% in 2017, according to the World 
Bank, with per capita expenditure relatively high, at 
$3669 in 2018 – above both Oman and Qatar. The 
public sector consistently accounts for more than 
80% of total health expenditure. Kuwait’s social 
safety net includes health insurance and primary 
care, social welfare, social security and social 
insurance: a comprehensive bulwark against both 
the health and economic impacts of the pandemic. 

Since the launch of Kuwait Vision 2035 in 2017 
the country has been improving its health system 
through a programme of hospital and health centre 
construction, and has expanded opportunities 

for private providers. Spending on health care 
in Kuwait is on track to double within five years, 
bolstered by the construction of 10 mega-projects 
worth a collective KD2bn. These developments 
will increase the number of hospital beds in the 
country, which stood at 8868 across public, private 
and oil company hospitals in 2019. While additional 
capacity is seen as necessary for future growth, 
bed occupancy stood at an average of 63.6% 
between 2006 and 2015, providing ample room to 
treat patients when the pandemic struck. Primary 
care is provided through health centres and 
secondary care at six public hospitals. Specialised 
hospitals and medical centres treat communicable 
diseases and rare conditions, and also provide 
physiotherapy and rehabilitation services. With 
an urbanisation rate of 98%, health care is within 
reach for nearly all people in the country.

Kuwait’s demographics present a resilient picture 
as well, with 31.4% of its 4.42m residents aged 24 
years or younger in 2019, according to the Central 
Statistics Bureau. With just 2.8% of the population 

aged 65 or older that year, only a sliver of the 
population fell into the age group most at risk 
from Covid-19. That said, a 2021 study published in 
peer-reviewed journal BMC Public Health showed 

that obesity – an exacerbating factor in negative 
Covid-19 health outcomes – is prevalent in Kuwait, 
with approximately 36.5% of men and 44% of 
women classified as extremely overweight. 

Robust Health System

Part 1: Resilience
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The World Health Organisation (WHO) described 
Kuwait’s initial response to the pandemic as 
“decisive, rapid and comprehensive”, citing the 
establishment of high-level committees to monitor 
the spread of the disease and the swift introduction 
of infection-prevention protocols, including social 
distancing, in hospitals. Training of frontline health 
workers was also stepped up and a track-and-trace 

system was introduced to quarantine those who 
came into contact with infected people. 

Kuwait’s first Covid-19 cases were reported in early 
February 2020, with the first deaths following in 
early April. While Kuwait led the region in terms 
of the stringency of its response from mid-April 
to mid-June, measures taken in March were less 

strict, comprising a voluntary stay-at-home order, 
government work suspensions, park closures and 
a partial curfew, with some shops and restaurants 
remaining open. Flights to the country were 
suspended from March 14 and land borders were 
closed, with the exception of commercial trucks 
entering from Saudi Arabia. 

As cases escalated a nationwide 24-hour curfew 
was imposed for most of May, which saw Kuwait 
briefly register the highest possible score of 100 on 
the Oxford Covid-19 Government Response Tracker. 
Curfews were scaled back from June, but remained 
in place throughout the rest of 2020, with violators 
subject to fines or imprisonment. Other domestic 
measures included a government order to wear face 
masks in public, closures of schools and universities, 
bans on public gatherings, the suspension of non-
essential work and strict lockdowns on municipal 
areas as cases climbed.

Borders were intermittently re-closed in the months 
that followed, and entry for non-citizens was 

periodically banned. PCR testing upon entry was 
also introduced, and later a second PCR test to be 
taken during quarantine was made obligatory. 

By July 2020 retail stores, construction projects, 
public parks and shopping malls had resumed their 
operations outside of curfew hours, with essential 
services available by delivery only during curfews. 

Some commercial flights resumed in August, 
though flights remained suspended from high-risk 
countries, allowing citizens and residents to travel 
provided they had a negative PCR test prior to 
arrival, obtained an authorisation letter from the 
local embassy and registered on Kuwait’s Shlonik 
tracking app. Arrivals were obliged to undergo a 14-
day home quarantine. 

From August 1, 2021 fully vaccinated non-residents 
aged 16 and older could travel to Kuwait, with 
unvaccinated children under 16 allowed to enter 
with their parents. Vaccinated status must be 
registered with the Ministry of Health via mobile app.

Stringency and Containment 

Part 2: Response

Kuwait's pandemic response was briefly the strictest in the region 
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Kuwait’s response to the spread of Covid-19 and 
its impact on economic conditions occurred in two 
waves, with the first raft of measures implemented 
throughout 2020, and supplementary support 
announced in March 2021. 

The Central Bank of Kuwait (CBK) cut the discount 
rate by 0.25 percentage points on March 4, 2020 
and again by a full percentage point on March 15, 
bringing the rate to a historic low of 1.5%. The 
policy aimed to reduce the cost of borrowing, 
maintain monetary and financial stability, and 
ensure the attractiveness of the Kuwaiti dinar as a 
reliable store for domestic savings. The CBK then 
cut overnight, one-week and one-month repo rates 
to 1%, 1.25% and 1.75%, respectively, while reducing 
banks’ capital adequacy ratio from 13% to 10.5% in 
an effort to increase liquidity, encourage borrowing 
and prevent an economic downturn. 

On March 13 the CBK instructed local banks to 
maintain services, and suspended charges and 
commissions on point-of-sale, ATM and online 

banking transactions for six months. Support was 
provided to adversely affected businesses in the 
form of a moratorium on loan instalments, including 
a waiver of interest and charges for retail clients 
and small and medium-sized enterprises (SMEs). 

The CBK also reduced the risk weight for SMEs 
from 75% to 25% to alleviate capital adequacy 
compliance pressure, while instructing banks to 
provide concessional, long-term loans via joint 
financing with the Kuwait National Fund for SMEs, 
and financing for affected SMEs at a maximum 
2.5% interest rate. Uninterrupted access to banking 
services was prioritised for companies importing 
goods essential to food security and society. 

On April 1 a high-level economic steering 
committee was established to support residents 
in Kuwait throughout the pandemic, focusing on 
securing a liveable income for workers affected by 
public health measures, and maintaining the price 
stability of food, commodities and medicine in 
local markets. Citizens registered for social security 

received salary support and were offered more 
flexible terms for pension withdrawals. 

Other emergency pandemic response measures 
taken included the establishment of a temporary 
fund for financial contributions from the public 
in support of the government’s efforts related 
to the outbreak, and an increase in the limit for 
contactless payments from KD10 to KD25. Having 
established a KD500m Covid-19 economic support 
fund, the government postponed social security 
payments for private companies for six months, cut 
government fees on economic activity so long as 
savings were passed on to consumers and provided 
full unemployment benefits to nationals.

In March 2021 Kuwait approved a law to give a 
$2bn collective bonus to frontline workers and 
postponed the collection of instalments for citizens’ 
loans for another six months. At the same time, the 
Parliament issued a draft law to secure guarantees 
for banks that provided financial assistance to 
corporate clients affected by the pandemic.

Fiscal and Monetary Measures

Part 2: Response

Kuwait discount rate, 2010-19 (%)
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Kuwait Clearing Company (KCC) is the central 
depository, clearing and settlement entity for the 
Kuwaiti securities market, providing services to all 
securities and derivatives traded on the country’s 
exchange, Boursa Kuwait. In recent years KCC 
has placed a lot of emphasis on digitalisation and 
technology integration in line with broader efforts 
to establish Kuwait as a regional financial centre. 
Investment in infrastructure has allowed KCC to 
develop digital channels to facilitate key operational 
services offered to the market. For example, KCC was 
able to digitalise initial public offerings and capital 

increase subscriptions, among a number of other 
services. Due to previous progress on digitalisation 
and technology adoption, the transition to remote 
work was possible for KCC without any significant 
obstacles. By leveraging digital resources KCC was able 
to follow the strict guidelines issued to stem the spread 
of Covid-19 while also supporting the continuity of 
operations at Boursa Kuwait. Listed companies were 
also able to hold annual general meetings and allow 
investors to vote electronically through the portal 
that KCC developed during the pandemic in order 
to help the market meet regulatory requirements 
while adhering to the government’s health guidelines. 
Similarly, while the process to eliminate manual 
dividend payments had begun prior to the pandemic, 
it became mandatory for all investors to subscribe 
to the service and KCC made this obligatory through 
an integrated network with banks, paving the way to 
eliminate manual processing of dividend payments.

From a business perspective, the pandemic served as a 
catalyst for further technological progress to enhance 
the efficiency of post-trade operations and eliminate 

legacy processes. With the goal of positioning Kuwait 
as a leading financial centre, KCC has brought its 
operations in line with the International Organisation of 
Securities Commissions’ principles for financial market 
infrastructures through regulatory and operational 
enhancements, as well as the continued adoption of 
international best practices and investment in human 
capital and technology. The significant progress made 
during the pandemic contributed to the inclusion 
of Kuwait in the MSCI Emerging Markets Index in 
December 2020. Going forwards, new regulations 
and solutions will be required to reflect market 
changes. “As markets continue to develop in the post-
pandemic recovery phase, environmental, social and 
good governance principles will become increasingly 
important in Kuwait and around the globe. We plan to 
continue enhancing the infrastructure to better meet 
future requirements and changes to this landscape”, 
Khaldoun Al Tabtabaie, CEO of KCC, told OBG. “With this 
in mind, KCC will be working in support of the Capital 
Markets Authority to develop the standards and tools 
necessary to ensure our capital market continues to 
offer an attractive investment environment globally”.

 KCC has emphasised 
digitalisation and technology 

integration in line with broader 
efforts to establish Kuwait as a 

regional financial centre

”

”
OBG Covid-19 Recovery Roadmap

Enhancement of post-trade 
operations and elimination of legacy 

processes

Digitalisation of IPOs and 
capital increase subscriptions

Development of online portal to allow 
investors to vote electronically at 

general meetings

KCC’s technological solutions 
amid the pandemic
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Case Study Health Care Actions
Kuwait’s health care response was supported by 
strict containment measures and decades of robust 
sector investment, ensuring the country performed 
solidly in a region characterised by strong public 
health care systems in terms of testing, overall 
Covid-19 case rates, cumulative deaths and deaths 
per positive case. Meanwhile, its international 
response was notable for being among the most 
generous in the region, with the government 
committing $60m to the WHO in early April 2020 – 
the largest global contributor at the time. 

Kuwait began testing almost immediately, and by 
mid-March 2020 had opened mandatory testing 
facilities for expats working in the country. The 
cost of Covid-19 testing, treatment and vaccination 
is covered by the government. Mass testing was 
under way by April 2020, though reliable data is 
only available from mid-May, when Kuwait was 
performing 53 tests per 1000 population, doubling 
to 106 by mid-July and exceeding 200 by late 
October. In April 2020 intensive testing was carried 
out in areas considered most at risk of community 
transmission, and in May public health authorities 

began calling upon citizens for random testing.  
Positive case rates escalated in a linear progression, 
exceeding 27,000 by the end of May 2020, 100,000 
by late September, 200,000 by March 2021 and 
410,000 as of end-August. Death rates witnessed a 
similar trajectory, exceeding 100 by mid-May 2020, 
500 by mid-August, 1000 in early February 2021 
and 2418 as of end-August. 

Kuwait has imported Pfizer-BioNTech, Moderna 
and Oxford-AstraZeneca vaccine doses. When the 
rollout began in late December the government 
set a target to vaccinate 80% of its population 
by end-September 2021. The first drive-through 
vaccination centre opened on May 30, 2021 serving 
about 5000 cars per day. As of late August some 3m 
doses had been administered, meaning about 35% 
of the population was fully vaccinated. 

Kuwait Saudi Pharmaceutical Industries 
Company (KSPICO) is a subsidiary of Mezzan 
Holding, specialising in the development, 
manufacturing and marketing of pharmaceutical 
products. KSPICO has played a key role in 
ensuring Kuwait’s drug and medical equipment 
security during the Covid-19 pandemic as 
a supplier of pharmaceutical drugs, large 
parenteral solutions for private and public 
hospitals, and personal protective supplies such 
as face masks and hand sanitiser.

As part of Mezzan Holding, KSPICO made use 
of the group’s knowledge in logistics and supply 
chain management, harnessing its distribution 
capabilities in order to minimise lead time and 
deliver pharmaceutical products to end-users 
during Kuwait’s full lockdown. The pandemic also 
strengthened KSPICO’s commitment to ensuring 
the well-being of employees and stakeholders. 
The company’s IT department set up an 

continuity plan to minimise work disruptions 
for staff, partners and clients. This included 
measures to facilitate remote work such as 
providing access to the company’s internal 
online platform to streamline communications 
and conduct meetings and workshops.

Elsewhere, KSPICO has contributed to global 
efforts to develop solutions to the virus. For 
example, KSPICO participated in an international 
clinical trial with Fujifilm and Global Response 
Aid, providing contract manufacturing 
services for the secondary packaging and 
English and Arabic labelling for Favipiravir and 
placebo tablets. “The Covid-19 pandemic has 
demonstrated the importance of taking a 
proactive approach to crisis management and 
showcased the capabilities of Kuwait’s local 
pharmaceutical industry to overcome external 
shocks,” Rashed Reyadh Khazaal, chairman and 
managing director of KSPICO, told OBG.

The country initially aimed to vaccinate 80% of its 
population by end-September 2021

As of late August 3m doses had been administered

OBG Covid-19 Recovery Roadmap
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Educational Continuity 
Preference for remote vs in-person learning, February 2021
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Schooling is compulsory between the ages of 
six and 14 in Kuwait, and primary and secondary 
enrolment among boys and girls at the country’s 
approximately 1300 public and private schools 
stands at 100%. It is lower at the tertiary level, 
partly as a consequence of Kuwaiti students 
choosing to study abroad. 

Public schools are free to nationals, though 
international schools offering Western curricula 
are increasingly popular. Kuwait University remains 
the sole public higher education institution, while 
private counterparts – including the Kuwait College 
of Science and Technology, Gulf University for 
Science and Technology, the American University 
of Kuwait, the Arab Open University, the American 
University of the Middle East and the Australian 
College of Kuwait – cater to high demand. 

All schools, pre-schools and universities in Kuwait 
were closed on March 12, 2020 due to growing 
concern over the spread of Covid-19, forcing more 
than 500,000 public school students from grade 

1 to grade 12 to stay at home without instruction. 
The majority of private institutions completed the 
academic year online, while initial policy prohibited 
online learning in the public education sphere in 
part due to a lack of funds for schools to adjust 
to e-learning platforms and train teachers on new 
technology to conduct classes in a virtual setting. 
The Ministry of Education (MoE) cut all private 
school fees by 25% in July 2020. 
 
As the severity of the situation became clear, 
the Kuwait Foundation for the Advancement of 
Sciences solicited proposals from in-country 
providers to deliver e-learning platforms aimed 
at K-12 students. The MoE selected three local 
companies to create and develop an e-learning 
platform for public schools, which went live on 
August 9, 2020. However, the new system was 
found to be inefficient and the bid proposal was 
subsequently opened to international companies. 

The push to invest in e-learning and online 
teaching platforms helped public schools teach 

online during the 2020/21 academic year. Grade 
12 students, specifically, were able to sit for end-
year 2020 exams, as well as for internationally 
accredited exams like IB and AP, in person.

The Ministry of Education has announced that 
public and private schools will reopen for academic 
year 2021/22 in person in early October and late 

September, respectively, to allow more time for 
vaccination. Pupils will be subject to a one-metre 
distancing rule and teachers are to vaccinated at 
an accelerated rate. Private school teachers were 
allowed back into the country from August after 
months of travel restrictions to limit the spread 
of infections. Weekly negative PCR tests will be 
required of unvaccinated students over age 12.
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Kuwait College of Science and Technology 
(KCST), founded in 2016, is a private university 
offering bachelor’s programmes. KCST focuses 
on high-tech courses, and places an emphasis 
on innovation and research. 

Since the beginning of the Covid-19 pandemic 
KCST has placed the university’s facilities and 
fabrication laboratories at the disposal of 
the Ministry of Health to help address the 
challenges of the crisis.

At the same time, the university contacted 
Shield Kuwait, a national campaign comprising 
experts and engineers who volunteered to help 
ramp up the manufacture of protective medical 
masks and personal protective equipment (PPE). 

KCST provided financial assistance to Shield 
Kuwait for the purchase of manufacturing 
materials and 3D printing machines, made 
all fabrication laboratories on campus 
available and deployed a dedicated group of 

student volunteers. The volunteers worked to 
manufacture PPE for frontline workers. 

With the university’s financial and logistical 
support, Shield Kuwait was able to bring the 
designs of their engineers to fruition and 
distribute the products smoothly. 

In total, KCST students participated in the 
manufacture of over 10,000 protective masks 
and other PPE. The protective masks were 
distributed to many hospitals and health 
centres, including Sheikh Jaber Al Ahmad Al 
Jaber Al Sabah Hospital; Al Amiri Hospital; 
Terminal 4 at Kuwait International Airport; 

Mubarak Al Kabeer Hospital; Al Adan Specialised 
Health Centre, which is responsible for 
apartments in Al Mahboula, Abu Halifa, Fahaheel 
and Ahmadi Governorate; the Palms Beach 
Hotel and Spa quarantine facility; and Military 
Hospital, in addition to other locations. 

The university was vigilant in implementing 
safety and security measures to protect student 
volunteers. KCST provided hand sanitiser and 
protective masks, as well as special gloves 
for manufacturing. In addition, the university 
introduced social-distancing measures to 
minimise the risk of exposure to the virus during 
the production process.

The stages of production were divided as 
follows:
• Designing 
• Printing 
• Cleaning 
• Quality checking 
• Packaging and delivering

10,000+ PPE 
manufactured by 
volunteer students 
at KCST

Part 2: Response

OBG Covid-19 Recovery Roadmap
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The production process continued to improve 
thanks to the innovative ideas of participating 
students and other volunteers. For example, the 
team developed a sterilisation mechanism that 
relieved health workers from having to sterilise 
the face shields themselves.

Furthermore, the face shields were engineered 
in a way that allowed for multiple usages. Each 

hospital was provided with a manual on the 
sterilisation method, so they could sterilise the 
shields after each use, maximising the benefits of 
the protective equipment.

This work attracted the attention of Sheikha 
Amthal Al Ahmad Al Sabah, head of the Voluntary 
Work Centre in Kuwait. Al Sabah visited the 
university’s campus in May 2020 in support of the 
efforts made by the student volunteers, KCST’s 
management and the national Shield Kuwait 
campaign in protecting frontline workers.

Al Sabah’s visit encouraged a number of 
volunteers from the Voluntary Work Centre to 
join the university’s efforts, which helped to 
boost production capacity, and ensure more 
face shields could be distributed to additional 
hospitals and health care centres.

“KCST has always encouraged its students to 
explore their talents and potential, and strived 
to provide them with a platform to make that 

possible. This particular group of students has 
exceeded all our expectations. The students 
dedicated themselves to serving the country 
and using their skills in the battle against the 
crisis, which is a great source of pride,” Khaled Al 
Bagain, president of KCST, said.

As Kuwait tries to recover from the negative 
economic and social effects of the pandemic, 
policymakers will be looking to accelerate 
progress towards the realisation of Kuwait Vision 
2035. The vision aims to reduce reliance on 
hydrocarbons, generate new economic growth 
engines and employment opportunities for 
Kuwaiti nationals, and provide an environment 
that promotes sustainable living.

The realisation of this national blueprint will 
depend to a large extent on a robust higher 
education sector and innovation ecosystem, with 
institutions such as KCST training graduates in 
fields that will be in even higher demand in the 
years to come, such as technology.  

The students dedicated 
themselves to serving the 
country and using their 

skills in the battle against 
the crisis

”

”
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The IMF estimates that Kuwait’s GDP 
contracted by 8.1% in 2020, largely due 
to the economic effects of the Covid-19 
pandemic. Lower oil revenue contributed to 
the negative growth and constrained public 
revenue, following an April 2020 agreement 
by the Organisation of the Petroleum 
Exporting Countries (OPEC) and other major 
oil producers – known as OPEC+ – to make 
sharp cuts to supply in response to mounting 
inventory. However, the IMF expects growth 
will rebound in 2021 to post a rate of 0.7% for 
the year as pandemic-related restrictions are 
eased and household consumption recovers. 
GDP growth is projected to accelerate to 
3.2% in 2022 on the back of strong public 
spending and credit growth. 

The recovery in oil prices in 2021 – the 
benchmark price of crude in August was 
equal to that at the start of 2020 due to 
resurgent global demand – bodes well for 
Kuwait, as does a normalisation of output 

levels. A decision by the central bank to 
extend Covid-19 relief measures to unlock 
additional liquidity and allow for greater 
flexibility on bank repayments should also 
facilitate an economic rebound. However, 
prolonged subsequent waves of Covid-19 
could impact this optimistic forecast. The 
seven-day moving average of new daily cases 
began to pick up again in February 2021, 
prompting a renewal of restrictions. Kuwait’s 
vaccine rollout has also been relatively slow, 
with 35% of the population fully vaccinated 
as of late August 2021. In December 2020 the 
government set a target of vaccinating 80% 
of the population by end-September 2021. 

Meanwhile, the Parliament’s negotiations 
over a new debt law that would allow it 
to draw as much as KD5bn per year from 
the country’s sovereign wealth fund has 
complicated the government’s ability to rein 
in the deficit, which the World Bank estimates 
grew from 9.8% of GDP in FY 2019/20 to 

Return to Growth 

Part 3: Recovery

26.2% of GDP in FY 2020/21. However, the introduction 
of value-added tax – currently slated for 2022 – will be a 
valuable new tool to bolster the government’s coffers.   

Looking ahead, fiscal and structural reform, including 
the potential introduction of corporate income tax 
to cushion against oil price volatility, remains a key 
objective. Measures to invigorate the non-oil economy 

and boost human capital aim, among other goals, to raise 
the Kuwaiti labour market participation rate from the 
current level of 39.5% to one more in line with that of 
non-Kuwaitis (82.2%). Improving regulations for foreign 
direct investment (FDI), better managing government 
land and supporting private sector growth in line with 
the overarching objectives of Kuwait Vision 2035 are also 
critical to the future economic success of the country. 
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At the same time, liquidity pressures have spurred 
banks to accelerate investment in artificial 
intelligence and robotic process automation for 
both back office and client-facing operations, as 
well as digital banking services such as contactless 
payments, in order to better serve customers 
during lockdowns. Consultancy firm KPMG expects 
the pre-pandemic trend of consolidation in the 
regional banking sector to resume after merger 
and acquisition (M&A) activity – including a 
proposed takeover of Bahrain-based Ahli United 
Bank by Kuwait Finance House – was interrupted 
by the pandemic. The merger would create the 
largest Islamic banking entity in the world in terms 
of assets, with a value of about $101bn. The fact 
that Kuwait Finance House is a sharia-compliant 
entity and Ahli United Bank is a conventional bank 
presents unprecedented regulatory challenges; 
however, a successful takeover could open the 
door to similar activity in the region. 

A new competition law introduced in 2020, which 
includes a more prominent regulatory role for 

the Competition Protection Body, may complicate 
future deal structuring to a degree, yet it is not 
expected to dampen an anticipated pick-up in 
M&A activity in the second half of 2021 and into 
2022. Indeed, the MSCI upgrade of Kuwait’s market 
status from frontier to emerging in December 
2019 is expected to attract significant investment 
inflows to Boursa Kuwait, the domestic stock 
exchange, after the worst of the pandemic passes, 
and may encourage foreign firms to enter the 
Kuwaiti market by purchasing local businesses. 
The start-up technology sector, in particular, is 
forecast to see robust activity as a result of this 
reclassification, with entrepreneurial incubators 
slated to play a larger role in private M&A.  

Financial Services

Part 3: Recovery

Kuwait’s banking sector was in good health in 2019, 
with total assets rising by 8.2% that year, an average 
capital adequacy ratio of 18% and a non-performing 
loan rate of just 1.3% as of end-December. While 
these strong fundamentals helped banks weather 
the worst of the pandemic’s economic challenges, 
the situation quickly changed in early 2020. Listed 
banks’ share prices declined by some 24% between 
January 1 and April 30, 2020 – reflecting the broad-
based impact of movement restrictions and a 
plunge in global energy prices. 

The widening fiscal deficit will be monitored closely 
in 2021. In March credit ratings agency Fitch 
downgraded its outlook on Kuwait’s government 
debt, as well as that of 11 Kuwaiti banks, from 
stable to negative as a result of near-term liquidity 
risks. A January 2021 press release from the firm 
forecast central government debt would reach 30% 
of GDP in FY 2020/21, given that the government’s 
main source of budget financing beyond public 
revenue, the General Reserve Fund, is under strain 
from covering Covid-19-related funding shortfalls.

M&A activity
              If a proposed bank takeover that             
               was interrupted by the pandemic

goes ahead, it would create the largest 
Islamic banking entity in the world,  

valued at about $101bn
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Kuwait’s insurance sector reported solid results 
through to the third quarter of 2020, posting a 
combined profit of KD31.8m in the first nine months 
of the year, down 2.6% from the same period of 
2019. A slight moderation in profits was expected 
following the introduction of a new insurance law 
in 2019, which required insurers to set aside more 
reserves and created dedicated regulatory bodies 
to guide the sector’s development. 

In December 2019 UAE investment bank Alpen 
Capital forecast that the sector would grow by a 
compound annual growth rate of 8.2% in 2019-24, 
taking the market to a valuation of around $2bn. 
The projection was based on population growth 
and government mandates making insurance cover 
obligatory, such as a 2019 measure requiring that 
visitors to Kuwait obtain health insurance. 

While the pandemic dampened demand in other 
sectors, the crisis triggered increased interest 
in warranty and indemnity insurance in Kuwait. 
Although the domestic reinsurance industry 
is largely dependent on foreign providers, the 

sole local player, Kuwait Re, recorded 11% net 
profit growth in 2020, to KD5.23m. Meanwhile, 
Gulf Insurance, Kuwait’s largest insurance group, 
acquired French counterpart AXA’s operations in 
the region for $269m in December 2020.  

Steady growth while Kuwait recovers from the 
pandemic-induced recession bodes well for the 
insurance sector. International credit ratings 
agency Standard & Poor’s (S&P) expects the market 
to consolidate as capital requirements in the GCC 
continue to increase, particularly as Kuwaiti insurers 
tend to hold lower capital buffers than peers in 
other markets. The firm forecast gross written 
premium growth of about 5% in 2021, fuelled by a 
rising number of retirees. After a decline in motor 
and medical claims boosted underwriting results in 
2020, S&P projects that the overall combined ratio 
for the market will settle at 95-97% in 2021.

Insurance

Part 3: Recovery

Case Study 

Gulf Insurance Group (gig), established in 
1962, is a public shareholding company 
listed on Boursa Kuwait and a market leader 
in terms of written premium. The group 
is among the largest and most diversified 
insurance groups in the MENA region.

At the beginning of the Covid-19 pandemic, 
the top priority for gig was ensuring the 
continuation of its services for its clients, 
which led to faster implementation of the 
company’s digital strategy through carefully 
selected investments in both its technology 
base and online capabilities. 

Similarly, the recent acquisition of an 
insurance technology firm has allowed the 
company to engage more efficiently with 
its clients in the virtual space, in addition to 
maintaining close contact with insurance 
brokers and aggregators, and enhancing its 
own internal technology readiness. 

The next step in gig’s response to Covid-19 
was to assess its impact on the broader 
economy and analyse all risks involved in 
an environment of low oil prices. This was 
completed swiftly in communication with 
other local and regional financial institutions, 
which allowed gig to understand the 
implications of the pandemic better.

From a performance perspective, growth in 
the company’s written premium and net profit 
continued thanks to a diversified portfolio of 
public and private clients. 

“While the evolution of business in the 
insurance sector in 2021 is uncertain, we 
are positive about our long-term prospects, 
backed by strategic investments and strong 
business fundamentals, which add to our 
readiness to cope with further disruptions 
to the market,” Khaled Saoud Al Hasan, the 
group CEO of gig, told OBG.

The insurance sector posted 
a combined profit of KD31.8m in the 

first three quarters of 2020
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The daily crude production capacity of Kuwait Oil 
Company, a unit of the Kuwait National Petroleum 
Corporation (KNPC), stood at around 2.8m barrels 
per day (bpd) in FY 2019/20 – down from the 3m 
bpd it was producing in recent years and below the 
country’s long-term target of 4m bpd. 

OPEC+ production limits were a contributing factor 
to this lower output: production in the neutral zone 
Kuwait shares with Saudi Arabia was limited to about 
279,000 bpd, compared to a capacity of 500,000 
bpd. However, output from the zone is expected 
to rise as supply caps ease throughout 2021 and 
2022. Developing the zone’s Dorra field, which is 
estimated to hold 10trn-11trn cu feet of gas, could 
help meet rising electricity demand, but it depends 
on discussions on whether a new control centre will 
be located in Kuwait or Saudi Arabia. 

In 2019 KNPC earmarked $114bn in capital 
expenditure for 2018-22, with another $394bn 
appropriated through to 2040. Kuwait’s ambitions to 

exploit its 101.5bn barrels of proven oil reserves – 
the fifth largest in the world – are constrained by a 
lack of technical expertise. With this in mind, a March 
2021 memorandum of understanding signed by KNPC 
and Arab OPEC nations to collaborate on research 
and digital services bodes well for the sector. 

Meanwhile, work to exploit three new oil fields 
discovered in early 2021 is ongoing, which should 
help relieve Kuwait’s maturing Burgan field, and 
tenders for production projects worth around $1bn 
in the Jurassic gas and heavy oil fields were submitted 
in April. This comes at a time when demand for 
power is reaching new highs amid scorching 
summer temperatures and Covid-19-related travel 
restrictions. Peak load in June 2021 was up 16.8% on 
the same month in 2020, leading to a sharp increase 
in the amount of crude oil burned to generate power 
as gas stocks were unable to meet demand. 

Kuwait expects demand for gas-fired power 
generation to rise by 19% by 2030, and has plans 

to build eight new power plants. The facilities will 
primarily be combined-cycle plants with a total 
capacity of 17,300 MW. The country currently imports 
about 2.5m tonnes of liquefied natural gas (LNG) each 
year, and in January 2020 agreed to a 15-year deal to 
import LNG from Qatar via a new $3bn terminal at Al 
Zour port beginning in 2022.

At the same time, Kuwait is striving to make its 
national energy system more sustainable by reducing 
its energy consumption of 15,590 KWh per capita – 
one of the highest rates in the world. The country also 
aims to increase the share of renewables in energy 
production to 15% of supplied capacity by 2030, up 
from less than 1% in 2018, although progress on 
this front has been disrupted by the pandemic. In 
July 2020 the government suspended plans for the 
1.5-GW Al Dabdaba solar complex to allow KNPC to 
focus on its core operations of oil and gas. However, 
construction on the third phase of the Shaqaya 
Complex for Renewable Energy, an integrated 2000-
MW solar and thermal energy project, is on track.

Energy

Part 3: Recovery

Kuwait's energy mix, 2018 
(000 tonnes of oil equivalent)
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Case Study 

Launched in 1998 and listed on the Dubai Financial 
Market, Tabreed is the UAE’s first developer of 
district-cooling infrastructure and helped to 
pioneer its use in the GCC. Tabreed has expanded 
to Bahrain, Oman, Qatar and Saudi Arabia, and 
currently operates 84 networks across the region. 

At the beginning of the pandemic, Tabreed’s 
main challenge was to ensure the continuity 
of its operations. In addition to safeguarding 
the health of its workforce through enhanced 

safety protocols, the company handled supply 
chain disruptions through additional inventory 
reviews and managing the level of stocks. Tabreed 
also capitalised on its technical capabilities and 
prior investments in digitalisation and remote 
monitoring, leveraging big data analysis. The 
pandemic reaffirmed the company’s digital strategy 
that was initiated two years prior and allowed it to 
push towards centralised operations. 

Uncertain growth prospects in the real estate 
sector led Tabreed to accelerate expansion plans 
in several high-growth developments. Capturing 
divestment opportunities offered by the real estate 
sector, Tabreed leveraged these opportunities 
to accelerate the acquisition of district-cooling 
networks within developments such as Dubai 
Downtown, Saadiyat Island and Masdar. Moving 
forwards, the company is gearing up for further 
expansion, targeting opportunities in densely 
populated areas in Egypt, Saudi Arabia and India. 
As it taps into new opportunities, Tabreed aims to 
achieve greater efficiency gains through research 

and development with international and local 
partners, eyeing innovation in concept design, 
control philosophy, and the application of new 
technologies such as carbon nanotube materials 
for heat transfer and demand-side management 
powered by artificial intelligence. “Energy efficiency 
has always been central to our business, and we 
are now actively engaging with universities and 
other partners to make further improvements in 
this area,” Atef al Breiki, senior vice-president of 
operations at Tabreed, told OBG.

The issuance of the first comprehensive regulations 
for district cooling in the MENA region by the Abu 
Dhabi Department of Energy in 2019, together with 
the ensuing licensing activity, is cementing the UAE 
as a leader in the global drive for sustainability. The 
publication of Tabreed’s first annual environmental, 
social and governance report in 2021 further 
supports national and global sustainability efforts. 
According to the report, the company generated 
electricity savings of 2.26bn KWh in the previous 
year – enough to power 128,443 homes annually.

The issuance of the first 
comprehensive regulations for 
district cooling... is cementing 

the UAE as a leader in the global 
drive for sustainability

”

”
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Industry

Part 3: Recovery

The Public Authority for Industry oversees Kuwait’s 
National Industrial Strategy, which has the primary 
goal of increasing the contribution of the industrial 
sector to GDP and generating job opportunities for 
young people in the private sector. Elevated land 
prices, a relatively small domestic consumer market 
and the high cost of skilled labour are challenges 
the government seeks to address to ensure the 
long-term viability of industrial development.   

Although much industrial business was suspended 
during Covid-19 lockdowns, opportunities are 
expected to emerge as the country resumes 
normal activities – with public-private partnerships 
(PPPs) set to drive new investment. In this respect, 
the August 2020 financial close of the $1.6bn 
Umm Al Hayman wastewater treatment plant, the 
second project under the PPP law, augurs well 
for the success of similar collaborations in the 

pipeline. Petrochemicals, plastics and polymers, 
pharmaceuticals and food are among the most 
viable segments for development. 

To spur local participation of small and medium-
sized enterprises (SMEs), the National Fund for 
SME Development provides tax and Customs 
exemptions for raw materials exporters, as well as 
low-interest loans, training and technical support. 
The fund is aligned with Kuwait Vision 2035, both 
in terms of upgrading the oil and gas sector, and 
broadening the non-oil industrial base. In 2019 
Kuwait opened its first in-country manufacturing, 
integration and testing centre for advanced 
automation technologies, which is operated by 
Honeywell Kuwait International Technical Services 
and Computer Technology. 

Digital transformation, which is essential to drive 
efficiency and cut costs, is increasingly urgent 
against the backdrop of a projected budget deficit 
of more than $40bn in 2021. Kuwait announced 
that it would cut capital spending on energy from 

KD3.7bn to KD3bn in FY 2020/21. This included 
the cancellation of the $1.5bn Al Dabdaba solar 
complex and a $400m oil project in the northern 
Ratqa field. KNPC similarly plans to decrease its 
five-year capital expenditure through to 2026 
by 25%, to KD19.8bn, due to the tighter national 
budget. However, the cuts are not expected to 
impact projects necessary for the country to 
maintain its current oil output of around 3m bpd. 

Looking ahead, Kuwait plans to spend more than 
$25bn on new downstream projects in the years 
to 2040. In the meantime, the Al Zour refinery is 
slated to be commissioned in late 2021 after being 
delayed due to the pandemic’s impact on logistics. 
Once completed, the KD3.7bn project will have a 
region-leading capacity of 615,000 bpd – nearly 
doubling Kuwait’s total refining capacity. The 
complex will also house LNG import facilities and a 
petrochemicals complex, with the latter projected 
to cost KD2.6bn. Tenders for the complex, which 
will export petrol, olefins and aromatics upon 
completion, are open to foreign companies.

Manufacturing value added, 1995-2019 (% of GDP)
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Case Study 

Kuwait

Construction
The pandemic severely impacted Kuwait’s 
construction sector, as activity largely ceased 
for six months after the implementation of 
lockdowns in March 2020, leading to a 43.2% 
decline in sector output that year. With activity 
now resuming, budgeted capital expenditure 
– the primary driver of construction activity 
in the country – is expected to rise by 20% in 
FY 2021/22 to KD3.5bn, according to a budget 
review by Kamco Investment Company. In April 
2021 local news reported that the government 
plans to spend KD1.8bn on infrastructure 
development over the course of the year.

The Kuwait Authority for Partnership Projects 
received advisory proposals for phases two 
and three of the Al Zour North independent 
water and power producer (IWPP) and Al 
Khiran IWPP projects in mid-2020 – two large-
scale developments that will fuel construction 

activity. Other major construction projects 
under way include industrial, residential and 
leisure zones in Al Naayem City; South Al 
Mutlaa City, part of the 25-year, KD26.1bn Silk 
City mega-project; the Al Zour refinery; the 
world’s fourth-longest bridge; a new port; 
and an expanded airport terminal at Kuwait 
International Airport. Meanwhile, real estate 
projects such as the Jaber Al Ahmad residential 
city and the South Al Jahra labour city for 
immigrant workers are expected to support 
demand for construction services.

Kuwait is exploring new means to optimise 
private sector involvement in major 
construction work, notably engineering, 
procurement, construction and finance 
contracts, which can supplement PPPs. While 
this would require significant legislative change, 
there is government awareness of Kuwait’s 
need to attract investment, not just in the 
power and water sector that has accounted for 
the two PPP projects signed as of mid-2021, 
but also in public mass transit projects.

September 2021

Al Hamra Kuwait, established in 1971, offers 
end-to-end engineering, procurement and 
construction solutions for governments and 
private clients across the MENA region. 

The company’s practice of sourcing most of 
its materials and equipment at an early stage 
in project development helped to mitigate the 
impact of supply chain disruptions during the 
Covid-19 pandemic. This allowed for the quick 
resumption of operations in Kuwait after 
the end of the strict lockdown, which was 
adopted between March and July 2020. 

The company adhered to health protocols 
to protect its workforce in addition to 
other measures, which included setting up 
infirmaries at construction sites and acquiring 
an ambulance for emergencies. 

“People-centric approaches to crisis 
management lead to workforces that are 

more empowered and better prepared 
to face future challenges,” Mohammed Al 
Ghanim, CEO of Al Hamra Kuwait, told OBG. 

Although a drop in demand is likely to occur 
as a result of the 2020 oil price decline and 
fiscal consolidation, there are opportunities 
for infrastructure companies to provide 
new services and solutions, in addition to 
construction activities. Such firms can be 
reliable partners for governments, financial 
institutions and international companies in 
developing infrastructure more strategically, 
efficiently and effectively. 

Going forwards, Al Hamra Kuwait plans 
to broaden its service portfolio and its 
relations with partners in order to enhance 
its international outreach. Likewise, domestic 
construction companies should benefit 
from opportunities arising from increasingly 
complex projects in Kuwait and abroad.

OBG Covid-19 Recovery Roadmap
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Budgeted capital expenditure for 

FY 2021/22 is up 20% to KD3.5bn
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Real Estate  Case Study

Mabanee is a Kuwaiti shareholding company 
that has been listed in the real estate sector 
on the Kuwait Stock Exchange since 1999. It 
is included in the Premier Market Index on 
Boursa Kuwait and is part of the MSCI Index. 

While the Covid-19 pandemic and the 
subsequent lockdown in Kuwait has posed 
significant challenges to the real estate sector, 
Mabanee’s response has been to prioritise 
future growth. This accelerated the company’s 
diversification strategy, both in terms of 
real estate business lines and geographical 
expansion. The former includes extending the 
reach of Mabanee’s operations to residential 
buildings, hospitality venues, office spaces, 
medical facilities and commercial properties. 

In terms of geographic expansion, the 
company’s flagship retail mall, The Avenues, is 
being developed in Bahrain and Saudi Arabia 
according to a mixed-use approach that 

encompasses commercial and entertainment 
areas, residential apartments, hotels, offices 
and medical facilities. Mabanee is also looking 
to leverage the opportunities brought 
about through the increased use of online 
communications tools, particularly in terms 
of contacting tenants. It is also incorporating 
e-commerce options as an added service. 

Despite the challenges presented by the 
pandemic, there has been a rebound in the 
luxury retail segment as a result of lower 
outbound travel and increased domestic 
spending. “While the Covid-19 pandemic and 
lockdown period has put pressure on the retail 
sector, the recovery phase was faster than 
expected, and it is up to us now, as business 
entities, to adapt our operations to rapidly 
changing demand and consumer behaviour,” 
Waleed Al Sharian, CEO of Mabanee, told OBG. 
“In this process, an innovative approach to 
ensuring client satisfaction is key.” 

Kuwait’s real estate sector is expected to recover in 
the second half of 2021, after contracting by 7.6% in 
2020. Permits issued for private residential buildings 
fell by around 46% year-on-year in the first 10 months 
of 2020, while those for investment housing projects 
were down 65%, and issuance for commercial 
buildings and industrial units declined by 61% and 
57%, respectively. While domestic developers are 
under pressure as a result of weak investment and 
cuts to public spending, rising disposable incomes, 
aided by the delayed introduction of value-added tax 
until at least 2022, should benefit the sector.

The residential segment is poised to benefit from 
record low interest rates, which should fuel appetite 
for mortgage-financed purchases. Prices in greener 
areas are expected to remain buoyant, after villa 
prices increased by 5% quarter-on-quarter in the 
July-to-September period of 2020 as city workers 
sought less crowded surroundings. Looking ahead, 
there is scope for accelerated government-sponsored 
investment in residential units as Kuwait seeks to 
address a housing deficit of 175,000 units in 2020. 
Commercial office rents, meanwhile, are forecast 

to remain soft due to continuing remote work 
and the absence of many expatriate workers due 
to delays or cancellations of major projects and 
pandemic travel restrictions. However, the imminent 
release of prime real estate in Hessah Al Mubarak 
District as Al Assima Mall completes construction 
should coincide with a rebound in retail activity 
as vaccinated consumers return to stores late in 
the year. The retail space should therefore see the 
greatest investor interest in the medium term. 
Several significant infrastructure and real estate 
projects – notably the Silk City mega-project, with 
dedicated trade, industrial and logistics zones – are 
expected to support overall demand for residential 
and industrial space, particularly once government 
capital spending rebounds and efforts to develop 
Kuwait’s non-oil economy begin to bear fruit. 

OBG Covid-19 Recovery Roadmap
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The residential segment is 
poised to benefit from record 
low interest rates that should 
fuel appetite for mortgage-
financed purchases
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Digital Economy Case Study 

One Global is a digital transformation and 
innovation company, specialised in financial 
technology. It was founded in 2004 and is now 
active in 16 countries across the MENA region, 
East Africa, Europe and North America, serving 
2m customers. One Global offers digital lifestyle 
services through its business-to-business and 
business-to-consumer platforms Og Money, 
Og Health, Og Travel, Og Play, Og Checkout, Og 
Services Gateway and Og Business.

Although many of the company’s functions were 
already being performed remotely before the 
pandemic, challenges arose due to the varied 
nature of responses to the crisis in the markets 
it serves. This called for flexibility and tailored 
approaches. At the same time, management 
had to remain closely engaged with teams both 
offline and online to reduce the anxiety that was 
natural for employees to feel. The crisis impacted 
One Global unevenly across its verticals. 
Whereas travel and outdoor retail services 
were negatively affected, digital entertainment 

segments boomed. Digital economy trends that 
accelerated during the pandemic continue to 
present opportunities for the wider industry. 
“Digitalisation as a service will become a simple 
commodity, so the challenge will be to establish 
a cognitive economy – meaning a completely 
different production ecosystem built on top of 
digital solutions,” Mohammed Al Rashidi, founder 
and executive chairman of One Global, told OBG. 

To that extent, the company is launching two 
major projects: Og Hub and Og Stack. The first 
is a start-up village where young entrepreneurs 
take part in business modelling, mentorship, 
workshops, seminars, conferences and 
challenging activities related to deep tech. This 
helps graduates become better entrepreneurs 
when creating their companies. The second is a 
digital transformation and corporate innovation 
platform for selected start-ups to scale and 
accelerate. This allows innovations to reach 
more markets, incubators, global investors, 
venture capitalists and various business clients.  

OBG Covid-19 Recovery Roadmap
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The digital economy is a central pillar of Kuwait 
Vision 2035 as the country strives to diversify its 
economy away from hydrocarbons. Technology 
has played a pivotal role in enabling Kuwait to 
negotiate pandemic restrictions, with the need 
for digital conferencing and workflow solutions 
spurring investment across the sector, and driving 
demand for talent in engineering and cybersecurity 
roles. According to the Kuwait Direct Investment 
Promotion Authority (KDIPA), ICT services 
accounted for around 37.3% of approved FDI 
projects between January 2015 and March 2020.

Kuwait is positioned to benefit from this 
accelerated investment in the digital economy. 
It ranked 53rd out of 134 countries in the 2020 
Network Readiness Index, and equal first in terms 
of households with internet access, 4G mobile 

network coverage, use of social networks and 
e-commerce legislation. Meanwhile, weak ICT 
regulation, a gap in the use of digital payments 
between urban and rural areas, and relatively low 
spending on research and development by the 
government and in higher education are critical 
areas for improvement. 

The country is, however, working to adopt more 
e-government services. It introduced electronic 
health records for hospitals in 2020, which should 
streamline services and open the door for further 
investment in digital health infrastructure as the 
government seeks to attract more private sector 
participation. In addition, the Public Authority for 
Civil Information launched a mobile ID app in April 
2020 that allows access to and interaction with 
government services. Meanwhile, in the energy 
sector, a June 2021 contract between the US’ 
Halliburton and Kuwait Oil Company that aims to 
use the former’s cloud-based engineering and 
procurement service to accelerate data-to-decision 
cycles and automate work processes illustrates 
scope for further growth in digital services.

Kuwait is a global leader in terms of household 
internet access, 4G mobile network coverage 
and e-commerce legislation
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Kuwait’s education budget saw significant cuts in FY 2020/21 as 
the government accounted for the pandemic’s impact on in-person 
learning. Nonetheless, education and research remain at the heart 
of Kuwait Vision 2035, and the sector benefitted from substantial 
investment the previous year. The government budgeted around $7bn 
for education in FY 2019/20, including $1.14bn for new facilities and 
rebuilding old schools, making it one of only two GCC countries where 
spending on education as a share of total budgeted expenditure was 
higher than in 2018. That said, the sector witnessed school closures, 
a government-mandated reduction in private school fees and staff 
cuts during the pandemic. There is also persistent underinvestment 
in research, development and innovation, estimated by the World 
Bank at 0.6% of GDP in 2018, compared to the OECD average of 2.4%. 

The Ministry of Education is in the process of overhauling the entire 
national curriculum, starting at the primary school level. All subjects 
are to be realigned with industry needs as the country pursues 
greater private sector participation and an increasingly knowledge-
based economy. A new National Manpower Development Centre 
has been charged with offering skill development programmes to 
more than 30,000 Kuwaitis and training two-thirds of the national 
labour force for private sector employment. The initiative is key to 
addressing a long-standing mismatch in higher education that has 
seen many Kuwaiti nationals leave university without the skills to 
play a productive role in the labour market. With an emphasis on 
computer science, engineering, mathematics, technology, renewable 
energy and social sciences, the education system is expected to 

widen its offering to include upskilling programmes, as well as 
vocational work experience and industrial placements, offering young 
Kuwaiti students on-the-job training in the skills that will be required 
by private sector employers in the years ahead. 

In keeping with the country’s goal of placing the digital economy 
at the centre of its growth strategy, teaching digital skills will play 
a more prominent role at all stages of education. The OECD has 
suggested that Kuwait could benefit from establishing an official 
agency for research, development and innovation that would reduce 
funding barriers, reinforce the scientific research base, develop 
support for business innovation, build up human capital, and guide 
the role of science and technology in tackling societal challenges.

Part 3: Recovery

Education and Research
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The outlook for trade and investment in Kuwait remains 
contingent on global oil prices and hydrocarbons export revenue, 
which the government depends on to finance investment in the 
economy. The short-term outlook is therefore favourable, with 
crude oil prices tracking consistently higher in 2021 compared 
to the previous year as the OPEC+ group of petroleum exporters 
guides a recovery in prices driven by a rebound in global demand. 
The soon-to-be-commissioned refinery complex in Al Zour, and a 
clean fuel project to upgrade existing refineries in Mina Abdullah 
and Mina Al Ahmadi, bode well for Kuwait’s export outlook, as 
does the sustained economic recovery in China – a primary 

purchaser of Kuwaiti crude. A $7.9bn project to construct the new 
Mubarak Al Kabeer Port on the island of Boubyan should help to 
resolve problems coordinating maritime traffic, while the ongoing 
expansion of Kuwait International Airport will facilitate increased 
air cargo trade. At the same time, imports of luxury items – such 
as high-end cars and jewellery – are resuming in 2021 as stores 
and showrooms reopen to customers.  

Kuwait Vision 2035 posits raising FDI by 300% and attracting 
$133bn over the years to 2035. That will require a substantial 
acceleration in investment inflows from the KD115.8m, or 

Part 3: Recovery

Trade and Investment 
$384.8m, worth of new approved direct investment KDIPA attracted 
in FY 2019/20. Middle East Economic Digest forecasts a pipeline of 
investment projects valued at $200bn across the construction, power 
and water, transport, energy, industrial and chemical, ICT, biodiversity 
and pharmaceuticals sectors that is poised to accelerate once the free 
movement of goods and people resumes around the world. Kuwait’s FDI 
Law allows 100% foreign ownership in all sectors, with the exception 
of a short list of upstream oil and gas activities, as well as projects 
pertaining to social and public safety. 

The Kuwait Authority for Partnership Projects is responsible for 
establishing PPPs that will energise FDI in infrastructure. Although 
projects have been limited to the power and water industries to date, 
proposed developments include a 511-km rail network connecting 
Kuwait City to Kuwait International Airport, seaports and Saudi Arabia, 
as well as a new services and entertainment centre in Al Ahmadi.

Meanwhile, Kuwait Vision 2035 intends to drive investment in the 
Northern Gulf Gateway, which will help to connect Kuwait City to 
the northern region via commercial, tourist and logistics projects. To 
leverage Kuwait’s geographic location and improve its connections with 
other regions, efforts have been undertaken to incorporate the country 
into China’s Belt and Road Initiative for international trade.
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6In line with the country’s economic diversification 
efforts under Kuwait Vision 2035, major downstream 
projects in the pipeline – such as the refinery in Al Zour 
and a clean fuel project to upgrade existing refineries 
in Mina Abdullah and Mina Al Ahmadi – should provide 
a sustainable boost to export revenue, as well as 
generate high-value employment opportunities for 
Kuwaitis as the pandemic subsides. 

With advanced digital infrastructure in place and one 
of the world’s highest household internet penetration 
rates, Kuwait was well placed to facilitate remote working, 
learning and commerce as Covid-19 containment measures 
were imposed. ICT has been one of the major drivers of 
inward foreign direct investment over the past five years, 
and the acceleration of corporate digital transformation 
and consumer acclimation as a result of the pandemic 
bodes well for further growth in this area.

The disruption of the pandemic has accentuated 
the need for further structural reforms, with the 
private sector poised to play a greater role in driving 
economic activity and job creation in the years ahead. 
Further public revenue generation mechanisms will 
be required in the coming years to address the deficit 
and ease reliance on oil, with the introduction of 
value-added tax expected and other levies possible.       

Policymakers in Kuwait have maintained vigilance in 
the face of the emergence of new, more contagious 
Covid-19 variants. Alongside strong testing and 
treatment capacity, the government has not shied 
away from imposing new restrictions on mobility 
and gatherings in response to the evolving threat. 
It is hoped that restrictions can be further eased in 
the second half of 2021 as the vaccination campaign 
gathers pace, providing a boost to struggling 
businesses, particularly in the services sector.

Kuwait has used its resource wealth to invest in an 
advanced public health care system that was well 
equipped to cope with the sudden challenges of the 
pandemic. With free testing, treatment and vaccination 
available to all citizens and residents, Kuwait has 
been able to effectively contain the virus without 
overburdening the system, resulting in a case-fatality 
rate that is well below the global average. 

Kuwait’s economy is characterised by a number of 
factors that helped it withstand the severe strains 
caused by the pandemic. Deep and productive oil 
fields had led to high GDP per capita and one of the 
world’s largest sovereign wealth funds prior to the 
crisis, while public debt levels were the lowest in 
the GCC. This gave Kuwait fiscal space to enact an 
effective response to economic challenges, although 
a growing fiscal deficit requires policymakers to 
accelerate private sector development efforts.  
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