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Expat remittance tax could expel 
knowledge workers from Kuwait

Critics warn decision may lead to parallel markets 
KUWAIT: Marmore MENA Intelligence, a
subsidiary of Kuwait Financial Centre
“Markaz”, recently released a research note
titled ‘Remittance Tax in Kuwait: Is it coming
finally?’. The note discusses the remittance tax
bill that is being currently debated and weighs
the implications of introducing remittance tax
from a wider economic perspective. 

Marmore report stated that the
Parliamentary Financial and Economic Affairs
Committee of Kuwait has approved bills for
imposing tax on remittances of expatriates,
based on their income level. The tax rate sug-
gested starts at a modest 1 percent for remit-
tance under KD 99 and goes all the way to 5
percent for remittance beyond KD 500.
Remittance outflow from Kuwait in 2016
stood at KD 4.6 billion ($15.3 billion) with
nearly 27 percent of that sent to India, fol-
lowed by Egypt at 18 percent, Bangladesh at 7
percent and Philippines and Pakistan at three
percent each. The bill approved by the finan-
cial committee has been opposed by the leg-
islative committee citing constitutionality. If
the draft bill is approved, it will then be
referred to the government and in case if it is
accepted by the cabinet, it would become a
law. Kuwait would then be the first country in

the GCC region to impose remittance tax.

Lack of clarity
While the bill discussed about imposing

taxes on remittances, it failed to clearly define
the category of people who will be paying the
taxes. The bill in its current form also
failed to describe what would consti-
tute as remittance, would it include
income or even loans availed from
banks that is being sent abroad. Lack
of clarity and proper definition could
hinder the upcoming debate in the
parliament.

Critics of the bill have warned that
introduction of taxes on remittances
would lead to mushrooming of alterna-
tive channels or parallel black market
to route money back home. The
Central Bank of Kuwait had also
voiced similar concerns in the past.

Higher taxes for high-income, knowledge
workers could be dissuaded from pursuing
long-term stint in Kuwait and this could con-
strain their supply. This may be counterpro-
ductive at a time when Kuwait strives to trans-
form itself as knowledge-based economy and
has a large scale need for highly skilled pro-

fessionals. Unskilled laborers and semi-skilled
workers whose wages are low and fall under
the lower tax bracket would also stand to lose
on the amount of money that they could save.
A problem exacerbated by the rising cost of
living, especially at a time when fuel and utility

costs are on the rise. This could result in
demand for higher wages across workers like
electricians, plumbers, mechanics, and con-
struction laborers.

Impact on businesses
Overall, the impact of remittance taxes on

expatriates would be felt on businesses oper-
ating in Kuwait in the form of higher salaries
and wages and on Kuwaiti nationals in the
form of higher expenses to avail expat servic-
es. Kuwait is currently ranked seventh among
the countries from which foreign money trans-

fers are done. Out of the total foreign
remittance, 26.6 percent of the remit-
tance was sent to India amounting to
KD 1.1 billion, followed by Egypt with
KD 750 million (18.1 percent),
Bangladesh with KD 290 million (seven
percent), Philippines with KD 250 mil-
lion (6.1 percent) and Pakistan with KD
220 million (5.3 percent).

Elsewhere, UAE imposes a Value
Added Tax (VAT) on all expatriate
remittances. The VAT on remittances is
not a tax on the remittances themselves
but is specifically placed on remittance
services implying that the VAT will

apply only to the fee charged rather than the
amount of funds being remitted. 

Saudi Arabia in contrast imposes an ‘expat
levy’ which requires foreigners working in
the private sector to pay a family tax of 100
riyals ($26.60) per month for every minor or
unemployed relative living in the country. An

estimated 11 million foreigners work in the
Saudi private sector, with 2.3 million of their
dependents based in the kingdom, according
to the Public Authority for Statistics. The tax
is expected to increase every year until
2020, reaching 4,800 riyals ($1,280) per
dependent annually.

Similar to Kuwait, Bahrain is also propos-
ing to impose BD 1 fees on remittances below
BD 300 and BD 10 for all money transfers
exceeding the amount of BD 300. If imple-
mented it would add at least BD 90 million to
the state exchequer. Currently, around BD 2.5
billion annually is being transferred abroad by
expatriate workers in Bahrain.”

If implemented
Kuwait to become

first GCC state 
to impose 

remittance tax

BOAO/BEIJING: China stepped up its
attacks on the Trump administration yester-
day over billions of dollars worth of threat-
ened tariffs, saying Washington is to blame
for trade frictions and repeating it was
impossible to negotiate under “current cir-
cumstances”.

The comments come after US President
Donald Trump on Sunday predicted China
would take down its trade barriers, and
expressed optimism that both sides could
resolve the issue through talks. 

Chinese state researchers and media
talked down the likely impact of US trade
measures on the world’s second largest
economy and described the Trump adminis-
tration’s posturing on trade as the product
of an “anxiety disorder”. “Under the current
circumstances, both sides even more cannot
have talks on these issues,” Foreign Ministry
spokesman Geng Shuang told reporters at a
regular news briefing.

“The United States with one hand wields
the threat of sanctions, and at the same time
says they are willing to talk.  I’m not sure
who the United States is putting on this act
for,” Geng said.

The trade frictions were “entirely at the
provocation of the United States”, he added.
Beijing did not want to fight a trade war, but
was not afraid of one, Vice Commerce
Minister Qian Keming said at the Boao
Forum for Asia in the southern province of
Hainan. The focus this week will be on the
forum, with President Xi Jinping and
International Monetary Fund Managing
Director Christine Lagarde delivering
speeches today.

“Great Wall of denial”
The US move last week to threaten China

with tariffs on $50 billion in Chinese goods
was aimed at forcing Beijing to address
what Washington says is deeply entrenched
theft of US intellectual property and forced
technology transfers from US companies.
Beijing claims that Washington is the
aggressor and is spurring global protection-
ism, though China’s trading partners have
complained for years that it abuses World
Trade Organization rules and practices
unfair industrial policies that lock foreign
companies out of crucial sectors with the
intent of creating domestic champions.

After repeated pledges by Beijing to
open up sectors such as financial services
have yielded little substantial progress,
Trump has said that the United States will
no longer let China take advantage of it on
trade. On Monday morning in Washington

Trump tweeted that China puts 25 percent
tariffs on cars imported from the United
States, while cars it imports from China face
2.5 percent duties. “Does that sound like
free or fair trade. No, it sounds like STUPID
TRADE,” Trump said in his post.

“China’s reaction to Mr. Trump’s legiti-
mate defense of the American homeland has
been a Great Wall of denial - despite incon-
trovertible evidence of Beijing’s illicit and
protectionist behaviors,” White House trade
advisor Peter Navarro said in a commentary
in the Financial Times yesterday.

“Nothing less than the US’s economic
future is at risk from China’s assault on
American technology and IP, and its mer-
cantilist bid to capture emerging high-tech
industries,” he said. Chinese officials deny
such charges, and responded within hours of
Trump’s announcement of tariffs with their
own proposed commensurate duties. The
move prompted Trump to threaten tariffs on
an additional $100 billion in Chinese goods. 

None of the latest measures have yet
gone into effect, offering some hope for
compromise and a watering down of the
proposals even as both sides’ rhetoric grows
more strident. 

China’s ambassador to the United States
Cui Tiankai said in an interview in China’s
Securities Daily newspaper that the United
States should “adopt a more responsible
attitude” on trade or it would harm itself
with its own policies. “Some people in the
United States are still accustomed to being
the world leader, and haven’t adapted to the
change in the global situation,” Cui said.

The Chinese Communist Party’s official
newspaper, the People’s Daily, described U.S.
trade policies as a populist tilt by Trump
ahead of the US mid-term elections, but that
the steps would ultimately end up hurting US
consumers through higher prices. “In the
world’s perception, the US is overshadowed
by an anxiety disorder and is very keen to
show its anxiety,” the paper said.

“Impact will be limited”
A researcher with China’s state planning

agency said China’s economy will see little
impact from the dispute, as its vast domestic
market can compensate for any external
impact. Even with the US tariffs, China can
still reach its 2018 GDP growth target of
around 6.5 percent and the impact on
employment will be limited, Wang Changlin,
a researcher at the National Development
and Reform Commission (NDRC), wrote in a
post on the commission’s official microblog
account. — Reuters

ANALYSIS

China blames US for trade
frictions, says negotiations
currently impossible

Norway unions, 
employers agree 
wage deal, 
averting strike
OSLO: Norway’s private-sector trade unions
reached a deal on Sunday with employers over
wages, pensions and other compensation, avert-
ing the outbreak of major strikes, a state-
appointed mediator said after five days of nego-
tiations. Almost 35,000 employees had been
scheduled to go on strike if no agreement was
found, and a conflict could eventually have esca-

lated to include more than 200,000 workers.
A strike would immediately have idled alu-

minum smelters, fertilizer plants, ship yards and
chemical factories, and could eventually have
been extended to hit output of oil and gas,
unions said ahead of the talks. The deal remains
subject to a vote by labor union members, medi-
ator Nils Dalseide told reporters.

The agreement gives workers an estimated
average pay rise of 2.8 percent in 2018, slightly
more than the maximum 2.7 percent employers
had said they were willing to pay.

Some adjustments were also made to pen-
sions for low-paid workers, although a union
demand for more wide-ranging pension reform
was rejected and will be subject to a future gov-
ernment study. A separate claim of compensa-
tion for travel-related expenses was resolved,
unions said. — Reuters

French rail
strikes 
have cost 
100m euros
PARIS: France’s rail operator said yesterday
that the rolling strikes against plans to over-
haul the debt-laden company had already cost
it around 100 million euros ($123 million) as
the standoff between unions and the govern-
ment drags on. Train drivers and other staff at
the state-owned SNCF have vowed to contin-
ue walking off the job two days out of every
five until at least June 28 unless the govern-
ment backs down on its reforms.

The stoppages so far are costing around
20 million euros per strike day and the disrup-
tion often spills into non-strike days, SNCF
chief Guillaume Pepy told BFM television yes-
terday, the fourth day of the strike. “From
what I can see, France has not been para-
lyzed,” Pepy said, “but clients are being heavi-
ly penalized.”

Both sides are claiming broad public sup-
port. An Ifop poll published Sunday showed 62
percent in favor of the government’s reforms,
compared with a slim majority of 51 percent in
the same survey a week earlier.Yet unions
point to the nearly 530,000 euros in donations
raised as of Monday morning via a web-based
fund for compensating strikers’ lost wages.
“Nobody wants a long, difficult conflict but for
now, we’re up against a wall,” Philippe
Martinez of the CGT union, the largest at the
SNCF, told Europe 1 radio. “The government
has forced us to take this type of action.”

Weeks of headaches 
President Emmanuel Macron, who has

barely spoken publicly on the standoff, is set
to give an hour-long televised interview
Thursday, nearly a year after sweeping away
France’s traditional parties with his election
victory. The 40-year-old centrist, who is

pushing reforms to swathes of the French
economy, will also appear for a two-hour
primetime interview on Sunday night, facing
journalists from BFM and the hard-hitting
investigative news site Mediapart. Parliament
was scheduled to begin debating the SNCF
overhaul yesterday, though Macron has said
he will implement the changes by decree-
another bone of contention for unions.

The government says it needs to move
quickly ahead of the opening of French pas-
senger rail traffic to competition starting in
2020, part of an EU-wide opening of state rail
markets. Unions are protesting a plan that
would do away with the jobs-for-life and early
retirement guarantees enjoyed by current rail
employees. The SNCF would also be trans-
formed into a private company whose shares
are owned by the state-which unions see as a
first step toward privatisation, despite govern-
ment denials. The standoff promises weeks of
headaches for the network’s 4.5 million daily
passengers-which has coincided with a series
of strikes at Air Francy by workers seeking a
six percent raise. The airline said Monday that

one-quarter of flights would be cancelled on
average today, with another day of strike set
for tomorrow.

Lasting consequences 
Just one in five high-speed TGV trains were

running Monday, compared with one in seven
or eight during last week’s strikes, and about
20 percent of the Eurostar trains in and out of
London have been cancelled. Pepy noted “quite
heavy participation” for the strike on Monday,
“though there are more trains than last time”.
He also warned of lasting consequences for the
SNCF if the strike extends into the summer.
“When our freight train clients see that the
service isn’t reliable... they start using the
roads, and it’s very difficult to get them to
come back,” Pepy said. Prime Minister
Edouard Philippe warned Sunday that the gov-
ernment would not be deterred from the main
elements of its reforms. “I get messages from
people who support the government, saying we
need to carry this through all the way. And
that’s what we are going to do,” Philippe told
the Parisien newspaper. — AFP

PARIS: SNCF railway workers hold CGT union flags and chant slogans as they demon-
strate as part of their strike over plans to overhaul the national state-owned railway
company SNCF, yesterday near the National Assembly in Paris. — AFP

Advanced
economies need
immigration 
to boost labor 
WASHINGTON: Aging populations in
advanced economies drain the labor force and
could slow economic growth, but allowing an
influx of immigrant workers could counteract
that decline, the International Monetary Fund
said yesterday. IMF economists acknowl-
edged that governments face political back-
lash over immigration. But their options are
limited: Even with policies to help sustain a
steady supply of workers they will not be able
to stave off the inevitable as older workers
retire and leave the labor force.

The report encourages immigration for
economic reasons and comes at a time when
many developed countries face a surge in
anti-immigrant sentiment. US President
Donald Trump has announced plans to send
the National Guard to patrol the border with
Mexico and many European countries are
struggling with a wave of discontent against
migration from war-torn Syria, while the UK is
exiting the European Union in part due to
voters’ concerns about open borders.

The United Nations projects that by the
middle of this century, populations will be in
decline in almost half of advanced economies,
which means younger workers “will support
close to double the number of elderly people
they do now,” the IMF warned in one chapter

of its World Economic Outlook analyzing
labor force trends.

‘Migration can relieve the strain’ 
“Unless more people participate in labor

markets, aging could slow advanced
economies’ growth and, in many cases, under-
mine the sustainability of their social security
systems,” the report said.

“Although receiving migrants can pose
challenges, potentially prompting a political
backlash, it can also be a boon for host coun-
tries,” the IMF said. “Migration can relieve the
strain of population aging and contribute to
other long-term gains, such as higher growth
and productivity.”

Major economies also have been facing a
decline in the share of prime-age men in the
workforce, defined as those 25-54 years old,

especially those with lower levels of education,
partly due to the aftermath of the global finan-
cial crisis. The IMF authors said there was
“considerable scope for policies” to counteract
the economic forces tied to aging by enabling
those who are willing to work to do so.

That includes investing in education and
training, as well as reducing incentives to
retire early, and measures to help workers
“combine family and work life,” something the
report said could “encourage people to join
and remain in the workforce.”

But ultimately “the dramatic shifts in demo-
graphic structure” as workers age out of the
labor force will overwhelm developed nations’
means of coping, the report said.

That “underscores the need to rethink
migration policies to boost labor supply in
advanced economies,” the IMF said. — AFP

WASHINGTON: In this file photo the International Monetary Fund Headquarters is
pictured in Washington, D.C. — AFP


