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KUWAIT: Kuwait ’s state budget is
expected to have a deficit of around KD
22 billion for the next three years as a
result of plummeting oil prices, Deputy
Premier and Finance Minister Anas Al-
Saleh said yesterday. That would aver-
age to a KD 7.3 billion annual deficit.
Kuwait’s fiscal position has deteriorated
as a result of lower energy prices. After
compulsory transfers to its sovereign
Future Generations Fund, and excluding
investment income, IMF projections
indicate the country’s overall fiscal bal-
ance narrowed from a 34.7 percent sur-
plus in 2013/14 to 17.3 percent in
2014/15, reported Oxford Business
Group in a 2015 special report on
Kuwait’s economy. 

In a speech during a national confer-
ence on priorities, Saleh, who is also
Acting Oil Minister, said that that the
government is hard at work to imple-
ment a long-term economic vision that
aims to diversify the country’s sources of
revenue. Public expenditure has risen to
unprecedented levels, reaching KD 21.4
billion for the 2014-2015 fiscal year,
Saleh said, adding that the expenditure
had never previously exceeded KD 4 bil-
lion. Moreover, the Finance Minister said
that the government aims to introduce
financial and economic reforms that
would help diversify the country ’s
sources of income, which would, in turn,
ensure economic stability. 

All signs indicate that oil prices are
on their way downwards, Saleh noted,
saying that “we should all learn to cope
with dwindling oil prices for the imme-
diate future.” 

Meanwhile, the Acting Oil Minister
predicted that Kuwait’s state budget
for the fiscal year 2016-2017 is expect-
ed to sustain a deficit of KD 12.2 billion.
“An increase in deficit puts us at risk,
particularly, it creates mounting debt,”
Saleh noted. 

Elaborating on planned economic
reforms, Saleh said that a package of
41 programs consisting of develop-
ment projects is in the works, adding
that the government is working with
various partners to help bring those
projects to fruition.

In his speech, Minister of Information
and Minister of State for Youth Affairs

Sheikh Salman Sabah Salem Al-Humoud
Al-Sabah said that “the Ministry of
Information, bearing the nation’s best
interest in mind, has implemented a
series of new initiatives.” He also under-
scored the importance of media, saying
that it has now become an indispensa-

ble tool for society. New measures have
been taken to focus on development
projects and availability of fundamental
necessities such as education and
healthcare, Sheikh Salman noted. “It is
imperative to protect society from all
ills,” he added. — KUNA and agencies
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KUWAIT: Deputy Premier and Finance Minister Anas Al-Saleh speaks during
a national conference on priorities yesterday. — Photo by Joseph Shagra

KUWAIT: Economic reform is under-
way in Kuwait, after the Ministry of
Finance unveiled a new six-point
strategy last month aimed at restruc-
turing the economy amid the slump
in global oil prices. 

Changes ranging from fuel subsidy
cuts to the imposition of value-added
tax (VAT) and road tolls have been
floated in recent months as the coun-
try’s budget deficit expands.

Although implementation may be
delayed until  Kuwaiti authorities
determine which model will best
serve the economy, the proposed
measures offer the potential for signif-
icant long-term benefits.

Policy reforms
In late February, Anas Al-Saleh,

Deputy Prime Minister, Minister of
Finance and Acting Minister of Oil,
revealed a new strategy emphasizing
six critical priorities for economic
reform. The announcement came
after the government and the
National Assembly’s financial and eco-
nomic affairs committee failed to
come to an agreement on how best to
roll out planned increases in fuel and
electricity prices. 

According to Saleh, Kuwait’s new
strategy will focus on implementing
financial reforms, redrawing the
state’s role in the national economy,
strengthening private sector partici-
pation, boosting project ownership by
citizens, and various other labor mar-
ket and public sector reforms. 

The week before the plan was
announced, the financial and eco-
nomic affairs committee had recom-
mended a round of subsidy cuts that
would raise the cost of low-grade
petrol by 42 percent from KD0.60
($1.99) to KD0.85 ($2.82) per liter. 

Prices of both high-grade and
ultra-grade petrol would also be
increased, from KD0.65 ($2.16) to
KD1.05 ($3.45) per liter for high-grade;
and KD0.90 ($2.99) to KD1.65 ($5.48)
per liter for ultra-grade - an 83 percent
increase. 

The move mirrors steps taken by
four other GCC members-Saudi
Arabia, Bahrain, Qatar and Oman-who
have each raised their respective retail
fuel prices by as much 67 percent over
the past two months.

Fiscal reforms a top priority
Fiscal reforms rank high on the

state’s agenda, particularly after the

government revealed record deficit
levels in its draft budget for FY
2016/17, announced in late January.

While proposed spending was
down 1.6 percent at KD18.9bn
($62.8bn), given expected revenues
ofKD7.4bn ($24.6bn) the government
forecast a KD12.2bn ($40.5bn) deficit-
nearly 50 percent higher than the pre-
vious year.

Thegap is almost entirely attributa-
ble to falling oil prices, which have tra-
ditionally contributed more than 94
percent to government revenues; this
share is expected to fall to 78 percent
in FY 2016/17, according to the budg-
et. The draft budget assumes a crude
oil price of $25 per barrel, roughly half
the $45estimate used in FY 2015/16.
Although Kuwaiti crude was trading
above $30 per barrel in mid-March,
the IMF previously estimated that the
country’s breakeven oil price stood
closer to $49 per barrel.

Subsidies versus taxes
Earlier this year Saleh called for a

host of potential reforms to maintain
fiscal stability, including the introduc-
tion of corporate, income and sales
taxes. He told media the government
should also consider raising the cost
of public services, in addition to the
spending cuts outlined in the draft

budget. While fuel subsidy reforms are
a step in the right direction, the intro-
duction of new taxes may offer better
long-term benefits. 

In February ratings agency
Moody’s announced that although
fuel subsidy cuts could help ease
some of the fiscal pressure on oil-
dependent GCC nations, the overall
economic benefits are relatively limit-
ed, averaging around 0.5 percent of
GDP in savings in 2016, compared to
an average regional deficit of 12.4 per-
cent of GDP. 

Indeed, based on the draft budget,
Kuwait’s deficit in FY 2016/17 will
amount to 30 percent of GDP, the
Ministry of Finance reported, making
non-oil diversification and enhanced
private sector participation vital long-
term priorities.

Tax measures like a VAT may prove
more beneficial in the long term. In
late February Christine Lagarde, man-
aging director of the IMF, reported
that the introduction ofsuch a tax
could help GCC members raise rev-
enues by as much as 2 percent of GDP. 

Speaking alongside Lagard, Obaid
Humaid Al Tayer, the UAE’s minister of
state for financial affairs, announced
the broader GCC’s plans to implement
a 5 percent VAT from January 1, 2018. 

— Oxford Business Group

WASHINGTON: Kuwait is tackling
dwindling oil prices in a “thoughtful
and strategic way,” several US officials,
diplomats and experts believe, as they
hailed the Gulf country’s attempts to
attract foreign direct investment in
return.

“I had the privilege to attend the
Investment Forum in Kuwait (on
March 9), and it is clear to me that the
State of Kuwait is tackling the eco-
nomic downturn in a thoughtful and
strategic way,” David Hamod, head of
the National US-Arab Chamber of
Commerce said in a State Department-
hosted panel discussion.

“At a time of low energy prices,
Arab countries are looking for ways to
reduce their overhead spending - cut-
ting subsidies, eliminating projects
that don’t make sense, and overhaul-
ing regulations that should have been
challenged several years ago,” he said.

Hamod said that as Kuwait tightens
its spending, more importantly in the
long-term, it is also expanding its out-
reach efforts to attract foreign direct
investment. “American companies are
definitely monitoring this emerging
opportunity,” he suggested.

Following recent extremely low fig-
ures, OPEC crude prices crept up to just
above the USD 35-mark, according to
the global oil-producing bloc which
includes Kuwait, after they had reached
around USD 100 a barrel in 2014.

Weathering the storm
Similarly, US Ambassador to Kuwait

Douglas Silliman agreed that Kuwait is
“well-placed to weather the storm.” He
said that lower oil prices have encour-
aged Kuwait to reduce subsidies on
basic services, reiterating that “even
without doing this, Kuwait is well-
placed to weather the price down-
turn.”

Pointing out the recent “liberaliza-
tion” in foreign investment laws,
including the possibility of 100 per-
cent foreign corporate ownership, he
said the move has “opened new
opportunities for American companies
to work and invest in Kuwait.” The two
speakers were referring to the Kuwait
Direct Investment Promotion
Authority (KDIPA), which has already
accepted the free-flow entry of inter-
national firms like telecommunica-
tions giants, Huawei, and Tech
Company, IBM into the Kuwaiti market.

The recently-launched body is
mandated with the tasks of attracting
value-added direct investment and
promoting Kuwait as a lucrative invest-
ment destination, according to its
Director General Sheikh Meshaal Jaber
Al-Ahmad Al-Sabah. 

The state-established body aims to
be instrumental in the goals of sup-
porting economic diversification and
the role of the private sector; he is
quoted as saying on the body’s official

website. In an interview with a local
Kuwaiti newspaper back in July 2015,
the KDIPA chief said that the Kuwaiti
government is “offering foreign joint
stock limited liability companies or
individuals or branches of foreign
companies’ 100 percent ownership.” 

Other incentives the state body is
tasked with are offering “tax exemp-
tions for up to 10 years, complete
and partial customs exemptions and
assistance on locating land and
labor,” he added.

The way forward
US Undersecretary of State for

Economic Growth Catherine Novelli
believes that this is the way forward
for governments in the region.
“Bringing together the right stake-
holders is critical. Governments alone
cannot and should not solve every
problem. But governments have sig-
nificant convening power,” she said.

Assistant Secretary of State for Near
Eastern Affairs Anne Patterson takes
the view that the oil prices decline is
favorable to nations in the region in
spite of it resulting in “an unprecedent-
ed level of uncertainty” and putting
the budgets of Gulf nations “under
stress.” However, she opined that this
situation will “ultimately benefit all
countries with an improved business
climate that will attract new invest-
ments.”  —  KUNA

Could lower oil prices 
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Kuwait pursues major reform
following record budget deficit

KUWAIT: The anti-trust apparatus
seeks to ensure fair competition in
the business community and in the
marketplace with the ultimate goal
of serving the public’s needs in a
manner that transcends self-interest
or bias, a minister said yesterday.

Minister of Commerce and
Industry Dr Yousef Al-Ali made that
statement at a forum organized ear-
lier yesterday by the anti-trust appa-
ratus to discuss the latter’s study on
using anti-trust  measures in the
field of telecommunications and IT
in Kuwait. He also pointed out that
businesses that work in a healthy
anti-trust environment become
incentivized to excel in their produc-

tivity, in lowering cost, and in inven-
tiveness and creativity.

Though the country has taken
tepid steps on the road to applying
anti-trust laws full-bore, it is encour-
aging that such steps have been
applied to the vital sector of telecom-
munications as a springboard for fur-
ther applications in the nation’s other
economic sectors, he said. 

He praised yesterday’s forum as
an apt platform to discuss and ana-
lyze the proper approach to deal-
ing with all aspects of anti-trust
laws, without which the market-
place would not act responsibly
and the public interest would not
be preserved .

Aniti-trust measures 
ensure fair marketplace

practices: Ministers


