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This report was prepared in response to a request from

the Government of Kuwait for suggestions upon the developmet of

manufacturing in Kuwait. Accordingly, a mission, consisting of

Messrs. Harold Larsen, Robert DavenporL, A. Krishan Bhatnagar, and

Bernard Decaux, visited Kuwait in May 1971, and had extensive dis-

cussions In both the public and the private sectors. After their

return, Mr. Marinus Piek made major contributions to Chapters VI

and VII, and prepared the Annexes to Chapter VII.

The views and recommendations contained in the report

are those of the mission rather than those of the Bank Group.
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CHAPTER I

INCOM AND EMPLOYMENT

Over-all Growth

1. The first shipment of oil was on 30 June 1946, when population was
less than 100,000 and per capita income around US$ 20. In 1970, population
reached 730,000 and the per capita Gross National Product (GNP) was US$
3,300, one of the highest In the world.

2. Economic growth has, of course, been closely linked to the rise
in oil production. On average, GNP grew by 7.7 percent annually from 1959
to 1962/63, reflecting growth in the oil sector and a substantial influx
of labor. From 1962/63 through 1969/70, Kuwait's economic growth averaged
about 9 percent per.annum. It was 5.9 percent in 1969/70, and probably 5
to 6 percent in 1970/71, apparently due in part to a slow down in public
construction expenditures and expenditures under the Land Acquisition Pro-
gram.

3. Kuwait has an exceptionally high rate of savings, around 45 percent
of GNP in 1969/70. Only about 55 percent of savings were invested domestic-
ally. The balance of savings was transferred abroad.

4. Income on foreign assets has therefore been steadily increasing
from KD 31 million in 1962/63 to KD 104 million 1/ in 1969/70. Although dur-
ing the same period, factor income transfers by concessionary oil companies
increased from KD 224 million to RD 251 million, total net factor income
deficit with the rest of the world declined from RD 193 million to RD 147
million.

5. Gross fixed capital formation rose faster than consumption from
1962/63 to 1969/70; 9.9 percent and 7.9 percent per annum, respectively.
However, In the last three years, the consumption growth rate fell to 4.8
percent per annum while investment expenditures in the public as well as in
the private sector decreased to 3.9 percent per annum. Private investment
declined, partly because of a fall of demand in the already largely developed
construction sector. The slow down in consumption growth may have been part-
ly due to a decline in the increase of the number of households and in demand
for durable consumer goods.

Sectoral development

6. Income generated from oil accounted for 57 percent of the Gross
Domestic Product in 1969/70. The share of income from oil in GDP declined
somewhat over the years as a result of the growth of other sectors of the
economy. The latter accounted for 43 percent of GDP. Services ranked first
among non-oil sectors (11.9 percent of GDP in 1969/70). Next were trade

1/ See Table 5.



(8.6 percent) and Public Administration (5.6 percent). Construction, Manj-
facturing, Electricity and Water, and Transport each contributed from 3.5
percent to 4 percent of GDP in 1969/70. There had been practically no change
in the relative ranking of sectors in the former five years.

7. Electricity and water had the highest growth rate since 1965/66
(22.5 percent per annum). Next came Services (12 percent), Transport and
Agriculture (13.6 percent). Manufacturing grew by 10.7 percent per annum.
Construction had the lowest increase with 3.2 percent per annum. However,
it must be noted that in recent years the growth rate declined for all sec-
tors. Construction was most affected by the decline in economic activity.
The number of residential construction permits has fallen off sharply -
2,897 in 1969/70 against 5,897 in 1966/67.

Growth Rates by Sectors

1966/67 1967/68 1968/69 1969/70

Crude oil and gas 8.3 - 7.1 11.8 5.1

Agriculture 33.3 25.0 - -

Manufacturin g 25.0 13.3 8.8 - 2.7

Construction 26.7 13.2 3.4 - 7.1

Electricity and Water 37.5 27.3 10.7 16.1

Transport 19.0 20.0 10.0 6.1

Trade 21.7 9.6 5.0 1.2

Banking, Insurance 50.0 25.0 13.3 5.9

Services 25.0 21.1 6.4 0.9

Public Administration 14.6 6.4 4.0 5.8

TOTAL GDP (at factor cost) 14.1 2.0 9.1 3.8

(Non-Oil Sectors) (24.0) (15.5) (5.8) (2.2)

Source: Planning Board.

/1 Including oil refining and fertilizer production. Refined oil products
output remained at about the same level in 1966/67 and 1967/68. It grew
by 11 percent in 1968/69 and by about 16 percent in 1969/70. Fertilizer
production also rose substantially in 1969/70. Consequently, the fall
in production growth rates of manufacturing (excluding oil refining and
fertilizer) would seem to have been sharper in the last two years than
for the manufacturing sector as a whole.
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Balance of Payments and Trade

8. From 1965166 to 1969/70, the balance of payments evolved as fol-
lowv (in million Kuwaiti dinars):

1965/66 1966/67 1967/6E 1968/69 1969/70
(Preliminary

estimates)

1. Transactions with the
oil sector 302.8 315.4 319.2 315.5 344.4

2. Other current trans-
actions - 85.3 -113.2 -144.9 -129.8 -131.0

Non-oil exports 16.0 14.5 15.5 20.9 24.5

Imports c.l.f. -144.2 -176.1 -219.0 -213.1 -233.8

Freight, Insurance - 17.1 - 26.8 - 12.0 - 27.1 - 25.6

Investment income 60.0 75.2 81.6 89.5 103.9

3. Non-monetary capital
& transfers -147.5 -144.3 -155.5 -125.0 -146.9

Government transfers - 16.7 - 15.3 - 65.9 - 49.1 - 50.1

Government loans - 24.4 - 5.5 4.1 3.1 3.3

KFAED loans and
portfolio invest-
ment - 11.5 - 8.8 - 0.7 - 3.9 - 3.9

Private capital
investment /1 - 94.9 -114.7 - 93.0 - 75.1 - 96.2

TOTAL 69.0 57.9 18.8 60.7 66.5

Source: Planning Board

/1 Including net errors and omissions.

9. Transactions with the oil sector (which includes the Government's
own oil operations, as well as tax payments and local purchases by the con-
cessionary oil companies) have increased from KD 302 million in 1965/66 to
KD 344 million in 1969/70 after remaining constant at about KD 315 million
in intermediate years. Rising oil revenues and investment income from
abroad have resulted in a comfortable balance of payments surplus of around
KD 60 million in recent years, despite a sharply growing volume of imports.
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10. Non-oil exports are mainly re-exports of consumer and capital
goods to neighboring states, principally Iran, Saudi Arabia and Iraq. These
exports totaled K) 26 million in 1970. They have risen by 12.3 percent per
annum since 1960.

11. Kuwait's increasing economic activity and rising income are re-
flected in growing imports, which increased from KD 30 million in 1954 to
KD 86 million in 1960 and KD 223 million in 1970. Kuwait continues to im-
port virtually all its foodstuffs and most of its requirements of manufac-
tured goods. The largest suppliers are Japan, the United States, the United
Kingdom and West Germany (Table 10).

12. Kuwait's aid program to Arab countries is another facet of the
Kuwaiti international economic outlook. Kuwait's net disbursements of
official foreign assistance represented 8.1 percent of GNP in 1964/65 and
rose to 9.1 percent of GNP in 1967/68. It was still a 5.8 percent of GNP
in 1970/71, probably the highest proportion of GNP devoted by any nation
in the world to development assistance. This is extended partly in the
form of project aid through the Kuwait Fund (about 10 percent of the total
flow) but mainly as bilateral programme aid or balance of payments support.

Population and Employment

13. From 1957 to 1970, Kuwait's population increased from about 206,500
to about 733,200, giving a 10.3 percent annual growth rate. The proportion
of Kuwaitis declined from 55 percent in 1957 to 47 percent in 1965 but has
since then remained constant. The Kuwaiti population rose by 9.5 percent
from 1965 to 1970, explained by a high rate of natural increase (4.1 per-
cent), by non-registration of nationals in the 1965 census and perhaps by
the inclusion of Beduoins who claimed to be Kuwaitis during the 1970 census.

14. The total labor force in 1965 (the last year for which detailed
data are available) amounted to two thirds of the population. Total em-
ployed people represented 57.5 percent of the labor force, the difference
being accounted mainly by people "not in need" i.e. women and individuals
either with enough resources not to feel obliged to work or who could not
find suitable employment. Unemployment stood officially at only 1.7 per-
cent of the total labor force in 1965; underemployment may have been much
larger.

15. In 1965 the number of jobs amounted to 180,000 of which 78 percent
was held by non-Kuwaitis, a somewhat higher proportion than in 1957 when
two thirds of the total jobs were held by non-Kuwaitis. However, the ratio
was quite different in the public sector where the number of classified jobs
held by Kuwaitis was proportionally much higher than in the private sector.

16. The ratio of employment to population was much higher among non-
Kuwaitis than among Kuwaitis - 56 percent versus 18 percent. Many non-
Kuwaitis come to the country specifically for work, while part of the in-
digenous population is not in need of work as they have other sources of
income.
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17. Services represented the largest single sector of employment by
economic sector, with over 82,500 employed, largely by the Government.
Kuwaitis were relatively well represented here (25,519), accounting for
aLout 63 percent of total employees. Construction absorbed the second
largest number of workers reaching almost 29,000 in 1965. Construction
was distinguished by its near saturation by non-Kuwaitis; only 1,264
Kuwaitis were involved in this area. Commerce, in which about one quarter
are Kuwaitis, ranked third, followed by manufacturing (17,000) and trans-
port. Although oil is by far the leading contributor to GDP, it is the
least important sector for employment (except agriculture). Almost all
the labor force has to find employment in the non-oil sectors.

18. A point of interest, though not of great importance in itself,
is that, because of the increase in population, the per capita GNP of Kuwait
fell from US$3,458 in 1962/63 to US$3,360 in 1969/70.

CHAPTER II

RESOURCES

Human Resources

Education and Skills

19. The spread of education has been very fast. The number of Kuwaiti
students in primary and secondary government schools increased from 47,555
in 1964/65 to 73,310 in 1969/70. The illiteracy rate has declined rapidly
and should continue to do so in future years.

20. Education is compulsory from 4 to 16 years of age. Stress has
been placed on adequate primary education on the grounds that poorly de-
veloped education at this level could become a bottleneck of both secondary
and higher education. Schooling is free to everyone residing in the coun-
try. Education is broadening the labor force through the addition of edu-
cated women. In 1957 only 2 percent of the labor force consisted of women,
but this is changing. In 1970 about 45 percent of total students enrolled
were women.

21. The University of Kuwait was opened in 1966. In 1969 enrollment
was 1,717 and in 1970 the first BA and BS degrees were conferred. The po-
tential number of BA and BS graduates may increase from 264 in 1970 to 715
in 1975. Approximately half of this number will probably hold degrees in
economics, business or the sciences. The number of Kuwaiti students who
obtained a BA or BS degree in foreign universities (mainly U.A.R., U.S. and
U.K. universities) rose from 53 in 1965 to 423 in 1970. It is to be noted
that the number of engineering degrees increased from 7 in 1965 to 78 in
1970, and may reach 154 in 1974.
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22. These developments are of interest because the bulk of skilled
labor was expatriate in 1965. The distribution of the labor force by pro-
fessions and skills was then as follows:

Kuwaitis % Non-Kuwaitis X Total X

Technical & Scientific
Skills 1263 3.1 11672 8.4 12935 7.2
Engineers, Architects (56) (-) (1145) (0.8) (1201) (0.7)
Physicians (13) (-) (196) (0.1) (209) (0.1)
Medical Doctors (24) (-) (543) (0.4) (567) (0.3)

Administrators, Executives 1334 3.3 586 0.4 1920 1.1

Managers 135 0.3 1968 1.4 2043 1.1

Clerical Staff 6631 16.5 11079 7.9 17710 9.8

Artisans, Production
Workers 5423 13.5 56748 40.6 62172 34.6

Drivers 3937 9.8 10225 7.3 14162 7.9

Commerce 4624 11.5 10597 7.6 15223 8.5

Watchmen, Guards, Police 12930 32.2 13913 10.0 26843 14.9

Servants 1005 2.5 11480 8.2 12485 6.9

Other 2882 7.3 11362 8.2 14244 8.0

Total Employed 40166 100.0 139630 100.0 179796 100.0

23. Among the employed Kuwaitis (only 18.3 percent of the total Kuwaiti
population) drivers, watchmen, guards and servants accounted for 44.5 per-
cent of the total. Clerical staff accounted for 16.5 percent while produc-
tion and artisans accounted for 13.5 percent only, against 40.6 percent for
non-Kuwaiti production workers. Kuwaitis with technical and professional
skills were only a few in 1965 (1,263 against 11,672 for non-Kuwaitis).
This number has probably increased in the last five years, with young men
returning from overseas studies. In business, there is a striking discre-
pancy between the number of managers (135 Kuwaitis against 1,968 non-
Kuwaitis). Yet a higher proportion of Kuwaitis (11.5 percent of total
Kuwaitis employed) were in commerce than non-Kuwaitis (7.6 percent), as t

trade remains a Kuwaiti privileged field.

24. There is only one technical college in Kuwait with 853 students
in 1969/70, a number which has not increased much since 1966/67 when there
were 649 students. A useful project has been the establishment of an In-
dustrial Training Center, with ILO assistance, which turned out 180 trainees
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from 1968 to 1970 and will produce 200 per annum starting in 1972. Most of
these trainees will be employed in Government, public utilities and tech-
nical services.

25. Industry and other sectors need trained workers but obviously pro-
fessional management is also important. As mentioned, their number is very
small in Kuwait. Practical training is needed in modern management tech-
niques for managet!al executives, engineers and other staff. Non-Kuwaitis
in supervisory and mauzzerial positions have themselves received only limited
or no training in their home countries, which are still in the early stages
of industrialization. Today the main emphasis in private entrepreneurship
in Kuwait is still on trade or real estate development.

Expatriates

26. In Kuwait, non-Kuwaiti Arabs accounted for 40 percent of the
total population and 76 percent of all non-Kuwaitis in 1965. Many Jordanians,
Lebanese, Syrians and Egyptians are in professions such as engineering, med-
icine, education or are specialists on social, legal, and economic affairs.
Non-Kuwaiti Arab females contribute most of the nurses, teachers in ele-
mentary schools, and administration in welfare services while much of the
unskilled male labor is drawn from the neighboring Gulf States.

27. Many expatriates went to Kuwait with the hope of benefiting from
employment opportunities, the social services, and the free market. Despite
the existence of a certain transit mentality, the non-Kuwaiti contribution
in Kuwait's economic development, through the introduction of education and
skills and also the provision of unskilled labor has been substantial.

Health

28. Health services have increased from one hospital in 1936 to 18
in 1969, and from four physicians to about 700, or one .octor for almost
1,000 people in the country. The number of hospital beds is almost 5 per
1,000 population. As with education, all medical services are extended
without charge to anyone in Kuwait. Training of personnel has gone forward,
the first class having graduated from the new Nursing Institute in 1966.
Total medical staff (including physicians, dentists and pharmacists) had
grown from 25 in 1949 to 3,043 two decades later. Kuwait has one of the
lowest death rates in the world (about five per 1,000 in 1969).

Oil and Gas

2i
29. Today Kuwait is the seventh largest oil producer in the world and
the fifth largest exporter. The proven oil reserves of the country are es-
timated at about 13 percent of the entire world's proven reserves.

30. Production of natural gas is associated with, and varies with,
crude oil production. The ratio of gas utilized to gas production increased
from 18 percent in 1966 to 35 percent in 1969. This was not only due to
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additional gas injection 1/ and utilization by the oil companies but also
to enlarged consumption for power generation, water distillation, and in-
dustrial uses. In 1969, these usages represented 25 percent of total gas
utilized against 18 percent in 1964. Gas is a valuable asset for the
Kuwait economy, although not unlimited since it is directly associated
with oil production, while gas consumption for power and water requirements
will greatly increase in future years. Consequently, careful planning will
be needed before gas is committed to the large potential needs of petro-
chemical industries.

31. Some concern has been voiced in Kuwait regarding oil reserves.
The proven reserves have evolved as follows: 2/

1946 1950 1955 1960 1965 1970
(millions of US barrels)

Reserves 4,000 11,000 30,000 65,000 68,700 80,000

% of Annual
Production/Reserves 0.15 1.14 1.34 0.95 1.25 1.36

The ratio of annual production to reserves has risen somewhat over the
years. There has also been a slowing down in the growth rate of proven
reserves.

32. Measuring the depletion rate of Kuwait's oil is a hazardous
exercise because major discoveries are always possible and proven reserves
may suddenly become much larger. Four alternative cases have been examined
by the mission. Results are as follows (in million US barrels): 3/

Crude Oil Production Range Oil Reserves
6% p.a. 8% p.a. Proven (1970) Projected (+2.1% p.a.)

1970 1,091 1,091 80,000 80,000

1995 4,683 7,469 80,000 135,000

2000 6,268 10,975 80,000 150,000

2010 10,695 23,603 80,000 184,000

33. Assuming that proven reserves remain at their present level, oil
production at a rate of 6 percent p.a. would exhaust these reserves by 1998,
that is, in 27 yeras. Assuming an 8 percent annual production rate from

1/ Injection into ail fields in order to maintain reservoir pressure.

2/ Source: Oil and Gas Journal.

3/ See Table 9.
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1970 on, oil reserves would be depleted by 1994. On the other hand, assum-
ing that proven reserves would grow by 2.1 percent p.a. as they did in the
last five years, oil reserves would be depleted only In 2010 at an annual
production rate of 6 percent, or in 2004 at an 8 percent production rate
per annum. On the latter assumption, oil reserves would last from 36 to
40 years.

34. This projection must obviously be considered as a theoretical
exercise; experience has shown that mining production (including oil) does
not usually come to a sudden stop upon complete depletion of reserves.
Production usually stays on a plateau for some time before starting to
slowly decline. It is generally considered more economical to keep pro-
duction at a steady level in a fully explored field rather than to rapidly
exhaust reserves by increasing production at increasing costs. In Kuwait's
case this would mean that oil production could in fact continue at the
same level for a long time, much longer than 26 years (the most pessimistic
projection case envisaged above). Consequently, the argument that a diver-
sification of the Kuwait's economy is urgently needed due to a possible
rapid deletion of oil reserves must be discounted. This, of course, does
not mean that diversification is not a desirable objective, but it should
be clearly recognized that the justification lies, for the time being, on
other social, economic and political considerations than the present amount
of oil reserves.

Land and Communications

35. The climate and terrain are inhospitable. The land is for the
most part, a barren, riverless desert with intensely hot temperatures and
less than five inches of rainfall annually. Yet, despite such an accumu-
lation of difficult conditions, Kuwait is fortunate in its accessibility
and its geographic location at the h3ad of the Gulf, which services the
city of Kuwait, one of the finest natural harbors on that body of water.
This geographically central position allowed it to play a significant
role even before the oil era.

36. Kuwaitis are beginning to regard their State as the communication
center of the Gulf. Their claim is a fair one, for Kuwait is very conven-
iently situated in relation to Iran, Iraq and Saudi Arabia. However, it
is only recently that the Government has begun to exploit Kuwait's modern
potential with some seriousness. For instance the contracts for the earth
satellite station, the telecommunications center, the extension of the air-
port and the expansion of the harbor at Shuwaikh have all been awarded
since 1967.

37. Today the dock and harbor facilities are concentrated in four
places: Shuwaikh Port, Shuaiba Port, the Dhow Harbors and the Oil Ter-
minals. Shuwaikh Port is the major commercial port, dealing with the bulk
of imports of mixed cargo. In 1968 imports were approximately 1.7 million
tons, of which Shuwaikh handled about 1.4 million tons. Expansions have
been approved; when the first of these was completed by the end of 1970
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capacity of the port was increased to some 2 million tons per year. With
completion of the next phase by 1974, this capacity will be more than
doubled. One of the principal problems associated with the use of Shuwaikh
Port is the shallowness of Kuwait Bay, and the consequent need for continual
dredging of the approach channels.

38. Shuaiba Port has been specifically designed and constructed to
serve the needs of the Shuaiba Industrial Area. At present it has a main
commercial jetty, with five berths, a small boat harbor and an oil pier
capable of handling two 65,000 dwt tankers simultaneously. The handling
capacity of the main jetty is in the region of 1 million tons per year.
By 1968, it has reached about half of its handling capacity and it has
been assumed that, to cater for the demands of the area over the next five
years, extensions will be needed both to commercial and oil jetties.

39. There are several Dhow Harbours located within the off-sea port
of Kuwait Town. Although relatively small compared to the more important
commercial ports, they do handle a significant amount of traffic, dealing
in 1968 with over 10,000 boats and handling approximately 100,000 tons of
cargo. They are chiefly concerned with local movements within the Gulf
though some of the larger dhows still travel far beyond.

40. The oil ports are concerned exclusively with the export of oil
and some of its by-products. The KOC facilities are at Fahalil and Mina
Abmadi and include the recently-opened deep-water sea terminal some 15
kilometers off-shore.

Water and Power

41. There is no potable water within the State, and Kuwait has turned
to the distillation of sea water for its needs. Early in the 1950's, a
distillation plant was installed with a capacity of 6 million gallons a
day. Further plants have been installed; production from all of them is
expected to amount to 52 million gallons a day by 1972. Production costs
for distilled water are RD 0.350 per 1000 gallons (but may be reduced to
KD 0.120 in a plant now under construction), compared with an estimated
KD 0.080 for fresh water if it could be brought by canal from Iraq (Shatt-
Al-Arab). Water consumption is mainly for residential use; industrial and
agricultural consumption has so far been very small.

42. Installed power capacity increased from 160 MW in 1962 to 560 MW
in 1970. In 1971 it will be raised to 1,096 MW. Maximum peak demand rose
from 99 MW in 1962 to 516 M1 in 1970. There should be no shortage of power
in the years to come; the authorities plan to raise power capacity to 1,500
MW in 1975 and to 3,200 MW by 1980.

Capital

43. Capital surplus is evidenced in three areas: (i) in the gap be-
tween Government revenues and its expenditures, (ii) in a comparison between
the total savings and the total amount invested *n Kuwait and (iii) in the
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balance of payments. Total Government financial assets rose from RD 500
million in 1968 to KD 569 million in 1970. The amount of private assets
is unknown, but it is certainly substantial as evidenced by the large
volume of private capital transferred abroad each year. Net income from
investment abroad alone was KD 40 million in 1969/70.

44. The availability of capital is of course a principal asset. How-
ever, capital surplus widens the range of economic choice but does not
diminish the need for choice. Wherever a surpluls exists, the possibilities
of waste run high.

CHAPTER III

THE DIVERSIFICATION OF EMPLOYMENT AND OUTPUT

Objectives

45. As already mentioned, the oil sector, while producing much
wealth, gives rise to little employment. Government employment has ex-
panded rapidly, but cannot continue to do so. Over the coming years,
those "willing to work," must be absorbed by the non-oil, non-Government
sectors. Many will enter construction, commerce, and the financial serv-
ices. Others may work abroad. But a sound, cumulative diversification of
employment and output requires the growth of manufacturing. In the long-
run, or very long-run, perspective, when oil is no longer "king", Kuwait
will have to rely upon her own inventive skills in secondary and tertiary
industries, that is, on manufacturing and physical services such as trans-
port, and on invisible services such as commerce, banking, and insurance.

46. It has been suggested in Kuwait that the State would be adequately
served by a curb on the number of immigrants and by reliance on shrewd in-
vestment abroad of its oil income. However, overseas investment does not
create local employment. Nor can any State contemplate that its people are
sustained wholly, or even mainly, on unearned income from abroad, that is,
are content to be a passive "rentier" nation. Opinions have been voiced
that oil production should be raised by 10 to 12 percent per annum; such
profligacy would mean that present known reserves would be exhausted in
about 20 years.

Potential for Manufacturing

47. In seeking to promote manufacturing, Kuwait has a number of points
of strength.

48. An obvious point of strength is the present abundance of the oil
wealth itself. Kuwait is faced, not with the problem of securing capital
to finance domestic investment (as in most developing countries), but rather
with the problem of finding enough domestic investment outlets to absorb
the available capital.
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49. A further point is Kuwait's ability to Import skilled foreign
labor. Although the employment of more qualified Kuwaitis is to be wel-
comed, non-Kuwaitl will continue for some time to supply important skills.
The problem here is of the limited incentives afforded to non-Kuwaitis to
Invest their talents, their time, and their money. Many lack a reasonable
certainty that they have a life-time career in Kuwait, and economic security
for their families. In order to strike a balance between the need to employ
more Kuwaitis In industry and the desirability of inducing non-Kuwaitis to
contribute their skills, consideration might be given to a selective immi-
gration system. Such a system could be based upon ability, education, and
the human resource needs of the economy. Permanent residency arrangements
could be made which would serve to attract valuable non-Kuwaitis to the
country, minimize the transitory "foreign" element among them, and enhance
continuity.

50. Industrial infrastructure already exists, and further development
Is planned. Government owned land at favorable locations is made available
to manufacturing industries on long lease and low rental at the Shuwaikh
Industrial Area for small and medium scale industries and at the well-
equipped Shuaiba Industrial Area for large scale industries.

51. On the other hand, there are weaknesses. The one most frequently
cited is the almost complete lack of industrial raw materials other than
oil and gas. But this is not by itself a decisive consideration. No coun-
try in the world is self-sufficient in raw materials. Given modern trans-
port capacities, the true resource is human abilities enhanced by machinery,
that is, capital. Kuwait is rapidly developing the first, and has the second.

52. Another circumstance, frequently called a weakness, is the small
size of the domestic market for manufactured products. Expansion beyond
the requirements of the local market would require exports. But this is
not a weakness, if recognized from the start, so that inefficient indus-
tries are not fostered, for example by high protection. With a low level
of tariff protection, Kuwait's manufactures will have to compete in quality
and price with imports. If they can do that in Kuwait, they could do it in
other countries too.

53. Until recently Kuwait had an across the board low tariff rate of
4 percent on imported products. The 1965 Industrial Law (Article 14) per-
mitted duties on imports similar to local products to be raised (for a
period not exceeding ten years) 1/ provided that local products were satis-
factory from the points of view of quantity, type, quality and consumer
interests. Protective tariffs could be imposed by the Minister of Finance
and Oil upon the recommendation of the Industrial Development Comittee,
set up by the 1965 Industrial Law, and after approval by the Council of
Ministers.

1/ Such protection could be extended beyond ten years "if economic cir-
cumstances demanding continuation of local industry protection arise".



- 13 -

54. In 1970/71 the Government defined the limits to which protective
tariffs should go. A list of 15 manufactured products (with a total of 54
sub items) was established, with a 10 to 15 percent tariff protection. 1/
A level of protection of 10 to 15 percent is moderate. Higher protection
has been requested by industrialists but the decision to impose a 10 to 15
percent duty may have been a compromise between the desire to protect local
industry and the wish not to substantially hurt consumers' Interests. How-
ever, increased protection does not substitute for efficiency when exports
are desired.

55. Iraq and Saudi Arabia and the Gulf States already provide markets
for some manufacutured goods. Kuwait has signed several trade and transit
agreements with the neighboring countries. 2/ However, the share of Kuwait's
trade with Arab countries remains relatively small - 6 percent of imports
in 1965 and 8.4 percent in 1970. In this total, Lebanon accounted for 2.5
percent and 4.3 percent. Exports (except oil) to Arab countries are still
low, but have risen from KD 7.7 million in 1965 to KD 13.5 million in 1969,
i.e. about 55 percent of total non-oil exports. One interesting feature
is that so far most Kuwaiti exports are re-exports of previously imported
goods (in particular transport equipment and machinery). Kuwait plays
here a useful role as a trading base able to supply neighboring Arab coun-
tries as needed. Among exports of products made in Kuwait, one can cite
fertilizers (rapidly increasing), metal pipes (based on imported strip),
flour (based on imported wheat), prefabricated houses and building mate-
rials and equipment.

56. Kuwait is a de facto participant in the Arab Common Market. In
April 1971, a Ministerial Decree has exempted from import duties all goods
from Common Market members (Iraq, Jordan, Yemen, Sudan, Syria, UAR and
Kuwait) except for locally produced goods subject to protection. Such
trade liberalization may help in bringing further increases of Kuwait
exports and re-exports to the Arab Common Market countries. However, more
distant markets could offer good potential. The large volume of goods im-
ported from all over the world brings into Kuwait ships which could take
goods manufactured in Kuwait as return freight.

57. The time will come, perhaps soon, when the desirability of an ex-
port credit scheme and perhaps also marketing export assistance will need
to be closely examined.

1/ See Table 39.

2/ See Table 11.
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CHAPTER IV

EXISTING MANUFACTURING

Size and Structure

58. Value added contributed by manufacturing industries grew from 3.2
percent of Gross Domestic Product in 1965/66 to 3.7 percent in 1969/70.
This is not a very significant contribution. However, if crude oil and
natural gas production is excluded, i.e. when considering only non-oil sec-
tors, manufacturing contribution to "non-oil GDP" was 8.5 percent In 1969/70
and almost ranked in importance with the total construction sector.

59. Manufacturing has grown at the average annual rate of 10.7 percent
from 1965/66 to 1969/70. After particularly high growth rates in 1966/67
and 1967/68. industry experienced some slowing down in 1968/69 and in 1969/70;
value added even declined slightly, thus reflecting the relatively poor
general economic conditions which prevailed during that year.

60. There is a lack of comprehensive industrial statistics in Kuwait.
The last Industrial Census was in 1966. Annual surveys are made for limited
liability companies and other selected firms by the Central Statistical
Office but the latest data available refer to 1967. The Planning Board
makes yearly estimates of value added by manufacturing. In 1969, the Min-
istry of Commerce and Industry conducted its own survey which covered 571
industrial firms, accounting for most of the value added by industry al-
though a large number of small workshops were not covered. 1/ Although in-
complete, the 1969 Survey provides the most recent information available
for manufacturing in Kuwait and can be considered as sufficiently accurate
to give a general idea of the size and structure of existing industry.

61. According to the 1969 Survey, value added amounted to about RD 39
million in 1969. 2/ Two oil and gas based Industrial firms (the KNPC re-
finery 31 and the fertilizer plant) alone accounted for about 44Z of total
value added. The rest of industry was small and medium scale.

1/ The 1966 Census covered 2,093 establishments, including 764 repair
shops. The 1969 Survey excluded repair shops and also a number of
very small workshops, particularly in food processing (e.g. bakeries),
furniture (e.g. carpenters) and electrical appliances and supplies.

2/ According to Planning Board estimates, value added was KD 37 million
in 1968/69 and KD 36 million in 1969/70.

3/ The KOC and Aminoil refineries were excluded from the Survey.
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Structure of Kuwait's Manufacturing Output in 1969
(million Kuwaiti Dinar)

Value of Value
Output X Added % Employment z

KNPC Oil Refinery /1 27.2 39.2 15.0 38.8 1911 12.3

Fertilizer Company 2.8 4.0 1.8 4.7 512 3.2

Others 39.4 56.8 21.8 56.5 13684 84.5

Total 69.4 100.0 38.6 100.0 15607 100.0

/1 Including asphalt production and bottling of butane gas.

Source: 1969 Industrial Survey.

62. Production of KNPC oil refined products and of chemical fertilizers
started in 1967/68 while other manufacturing activities, which now cover more
than half of present non-oil industrial output, began about ten years ago.
In 1960, manufacturing was virtually nonexistent, apart from the crude oil
industry itself. All development needs, even basic construction materials,
were met through imports. Since the late 1950's, diversification, aided
by increases in oil income, gained momentum. The earliest industries were
connected with three major economic activities. (1) In construction,
transport costs were high, the demand for residential and public buildings
was mounting, and some of the raw materials needed (like clay and sand)
were available locally. Furniture and fixtures could develop as they were
protected by high transportation costs for similar imported goods. (2) In-
dustries related to water distillation (caustic soda, salt, hydrochloric
acid) were soon established after Kuwait set up large seawater treatment
plants. (3) The third area of early industrial development was concerned
with Gulf fishing, specifically the processing of shrimp, and food processing.

63. Although Government has taken participations in some medium scale
industries 1/ such as building materials, flour milling and metal pipes,
the bulk of manufacturing output (excluding oil based industries) came
from the private sector. In 1969, industries with some Government par-
ticipation had a value of sales amounting to less than 20 percent of total
manufacturing output (excluding refinery and fertilizer plants). An entre-
preneurial class was emerging, transferring profits from trade and construc-
tion to industry.

64. The industrial structure in 1969 reflected the early stage of in-
dustrialization in Kuwait.

1/ See Table 35.
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Value Added Empl ent Number of Firms
(million KD) (employees) Covered

Food manufacturing Li 5.8 3,336 101

Furniture and fixtures /2 4.5 2,362 182

Non-metallic mineral products /3 4.4 3,474 113

Metal products 2.0 1,736 83

Chemical products 1.8 240 12

Others 3.3 2,536 167

Total 21.8 13,684 558

/, Including fish canning for KD 2.9 million and flour milling for KD
0.8 million.

/2 Including chipboard.
/3 Including bricks, tiles, asbestos pipes, marble, and isolating materials.

The three subsectors of food manufacturing (of which fish canning and pre-
serving were the most important), furniture and fixtures, and construction
materials accounted for more than two-thirds of total value added and em-
ployment in industry.

65. Chemical industries include mainly (besides caustic soda, salt
and hydrochloric acid), paints, industrial gases, drilling mud, melamin
plastic products, aerosol products and synthetic foam. They rank immedi-
ately after metal products which had a total value added of KD 2 million
and employed 1,736 workers in 83 estrblishments. With the exception of
some medium size industries such as one metal pipe plant (processing im-
ported strip from Japan) and aluminum products plants, most metal industries
were small (turning metals, blacksmithing, household utensils, metal cast-
ing, etc.).

66. The only other sub-sectors of any significance were soft-drink
beverages (KD 1.9 million value added), paper and printiug (K-D 0.9 million)
and electrical appliances (KD 0.2 million). Textiles, wearing apparel,
leather and leather products, transport equipment 1/ and machinery are
practically non-existent. The textile industry has not developed so far
(with the exception of carding worn cloths), because imports are very com-
petitive and diversified.

1/ Although repair shops for transport vehicles are a relatively impor-
tant maintenance activity.
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67. The average number of persons employed by industrial units was
25. An analysis of a sample survey covering 458 firms showed the following
distribution by size of employment:

Workers Number of establishments

1 to 5 177
6 - 15 118

16 - 50 128
51 - 100 19
above 100 10

Total 458

68. The 16 firms employing more than 100 persons were in fish canning
(2), dairy products (2), flour milling (1), soft drinks (3), wooden furni-
ture and fixtures (2), printing (2), bricks and concrete pipes (2), metal
pipes and blacksmithing (2). Although no detailed data are available regard-
ing value added for firms in this category, it is estimated that their total
contribution to manufacturing output was about 20 to 25 percent. This would
seem to confirm that the bulk of manufacturing is small and medium, divided
between very small units with less than 5 employees on one hand and small
to medium size firms employing from 6 to 50 workers.

69. As indicated above, a distinction can be made between large scale
industries such as oil refining and chemical fertilizers plants, and other
manufactures. Large scale industries require a high degree of sophistica-
tion in their technologies and are capital intensive, involving large capi-
tal investment (KD 50 million for the oil refinery and KD 7 million for the
KCFC fertilizer plant). Other large scale industries which might be developed
in future years (petrochemicals, aluminum smelter) will follow the same pat-
tern. On the other hand, small and medium size industries are based on
less sophisticated technologies and are generally not highly capital inten-
sive (with investment ranging from KD 50,000 to KD 2-3 million). Their
technical problems are very different from those of large scale units.
Moreover, they are mainly in the private sector, and their financial needs
are usually met by transfers from construction, trade and services, retained
earnings and bank borrowings, whereas in Kuwait large scale industries have
had a majority Government equity participation. Because of their particular
nature and of their specific problems, different solutions and approaches
are appropriate for these two different scales of industry. The following
paragraphs will concentrate on small and medium manufactures.

Present Situation

70. The mission visited a number of manufacturing establishments. A
cross-section was selected. These included plants varying in size from
those employing a few hands to over a hundred workers, varying in complexity
of operations from manual to a fair degree of mechanization, with products
ranging from household plastic ware and dairy products to electrical fittings,
furniture, prefabricated houses and steel pipes.
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71. Plants visited by the mission had a total volume of sales of
KD 7.3 million. However, one industrial unit, the Flour Mill, alone had
sales of KD 3.7 million. The sales of all other plants thus amounted to
KD 3.6 million, i.e. about 10 percent of the total gross value of produc-
tion indicated in the 1969 Survey. 1/ The average volume of sales was about
KD 0.4 million, the range being between KD 135,000 for a marble factory to
KD 900,000 for a wooden furniture and prefabricated houses company.

Sales and Competition

72. Each plant visited ranked first among firms producing the same
line of products. Half of them have no local competition either because
they have a legal monopoly (e.g. flour mill) or because the existing market
does not justify more than one plant; the official licensing system seeks
to assure new firms of a minimum market. Where several plants exist (wooden
furniture, dairy products, paints, marble) only the furniture industry has
a large number - about 20 medium size and many small carpentry workshops.
The largest furniture plant contributes only about 15 percent to domestic
production, and thus competition is strong.

73. The situation varies between industries as regards competition
from Imports. The flour mill enjoys a monopoly situation, flour imports
being prohibited. However, local flour prices are said not to be higher
than equivalent imports, as the industry is large, modern and efficient.
The metal pipes industry is officially protected by an embargo on Imports,
but there is competition from imported seamless pipes, in part because the
company, having limited capacity, is not always in a position to deliver
pipes ordered in .arge amounts without delays. Cases where competition
from abroad is slight are dairy products which, because of their normally
perishable nature (e.g. yoghourt), have to be produced locally, and marble
products which, because of the relatively high local added value through
the cutting and finishing processes, their high transportation cost and
the fact that they can be custom-made, can compete with low and medium
quality imported marbles.

74. Competition from imports has been successfully met by some indus-
tries. Products of the best wooden furnlture industries are selling well in
Kuwait. In contrast, production of chipboard, which is recent and not of a
very good quality, has to face stiff competition from imports. 2/ Other
sectors where Import competition is strong are paints, plastic products,
aluminum and steel furniture, insect killers, etc.

75. All industries receive a 4 percent import duty protection. A
number now receive 10 to 15 percent protectlon as recently decided by Gov-
ernment (Table 39). In addition, a 10 percent price preference is given

1/ Excluding the RNPC Oil Refinery, the Fertilizer Company and the Flour
Mill.

2/ In fact local chipboard cannot be sold directly to consumers and is
used in prefabricated houses made by chipboard producers.
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to local Industries in international bids for Government orders, although
because of quality differences, or the size of orders, local industry may
lose in the bidding.

76. Exports of local production are at present small. Flour exports
represented 12 percent of total sales in 1970, but new flour mills are being
installed in neighboring countries. 1/ The paint industry is exporting to
Gulf States. Metal pipes, steel furniture and prefabricated houses are ex-
ported to Middle East countries as the lack of orders on the local market
forces the industry to look for external markets. /

77. Sales are made usually part in cash and part on credit terms.
The latter are usually up to three months. However, industries where com-
petition is strong, such as aluminum fixtures and steel furniture, offer
credit terms up to six months. The flour mill and the metal pipes industry
make all their domestic sales on a cash basis. At least one industry com-
plained that, despite agreed credit terms, customers payments were sometimes
made with considerable delays. Such delays can create difficulties, in par-
ticular for small companies.

78. Government is an important customer. Construction materials are
used in a number of Government projects. Electrical products, such as low
tension switchgears, are purchased by the Power Authority. Biscuits and
dairy products are bought by the Ministry of Education for school children.

79. Most manufacturing firms visited by the mission have experienced
a large increase in recent years as their sales have replaced imports and/or
risen in line with the population increase (e.g. flour, dairy products).
Industrialists seemed generally confident that they could increase their
sales in immediate years to come. .In some cases, however, sales increases
have been achieved only by finding export outlets (metal pipes, prefabri-
cated houses, aluminum and steel furniture). Industries will, in the long
run, have to export if they are to increase output beyond the capacity of
the domestic market.

Labor

80. Most of the skilled labor employed by the establishments visited
was non-Kuwaiti. Unskilled labor is also predominantly non-Kuwaiti - mostly
from neighboring Arab States. Labor turnover for the skilled and unskilled
workers in most establishments is around ten percent, while the turnover at
the supervisory level and upwards is not significantly large. Few establish-
ments had facilities for employee development through on-the-job training,
and there appears to be little cooperative effort in this respect between in-
dustry and the local Technical College and the Industrial Training Institute.

1 / Kuwait Flour Mill Company has taken a 20 percent participation in the
new Bahrein Flour Mill.

2/ 20 percent of the metal pipes output was exported in 1970.
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Management

81. With the exception of some of the manufacturing establishments
started with the technical and commercial collaboration of an outside
company, visits to most other industrial establishments created the im-
pression that there was little applioation of modern management techniques.
Most plants, especially the small scale ones, did not have a properly planned
layout of equipment or operations. They had little production planning or
product inspection procedures, and the maintenance and housekeeping of the
plants left much to be desired. From the sample it visited, the mission
gained the impression that the average local entrepreneur, In changing from
a trading tradition to an industrial occupation, lacked knowledge and appli-
cation of industrial management methods and procedures.

Finance

82. A number of industries have financed their investments through
funds transferred from trade. In some relatively large companies, such as
Kuwait Metal Pipes and the Flour Mill, Government has taken equity partic-
ipation. But the bulk of small and medi-..m scale industries are privately
owned and financed.

83. The usual pattern is that, despite expected high profits (the
minimum return envisaged when an investment decision is made is usually
20 to 30 percent), industrial firms suffered losses or made only small pro-
fits in their initial years of operation. Thereafter, typically, profit-
ability increased and sometimes reached high levels. In 1970, net profits
(there are no taxes in Kuwait) reached 20 percent on invested funds for an
electrical equipment company, 30 percent for a dairy plant, 13 percent for
a wooden furniture industry and as high as 70 percent for a paint factory.
The flour mill had an 18 percent return on invested capital in 1970. But
other industries new to the market either had losses or had a low rate of
return because of sharp competition from imports (e.g. steel sections).

84. A majority of industrial firms have plans for expansion or for
balancing and modernizing existing facilities. They normally expect to
finance new Investments from retained earnings. This is in particular
the case of firms with high profits in recent years. However, a number
would also like to obtain credit facilities. Some industrialists envisage
purchasing Imported machinery with an open letter of credit or through short-
term credit. It would seem, however, that those companies which have al-
ready reached a sizeable volume of operations and plan substantial expansion
would prefer medium- to long-term loans. 4

Relationshi2 with Covernment

85. Contacts between private industry and Government agencies are
of two types - the Government is a client and also regulates industrial
licensing. As mentioned above, Government is an important customer for
i3dustry. Contacts are usually business-like, although disputes arise
from time to time as regards the 10 percent preference local industries
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are supposed to enjoy when competing with imported products. Contacts be-
tween industry and the Ministry of Commerce and Industry appear to be in-
frequent and limited to filling forms requested by the Ministry. The latter
scrutinizes applications for duty exemption, for expansion or for new indus-
trial investment, and manufacturers have to provide justifications to obtain
an industrial license. However, besides this procedure, the Industrial Af-
fairs Department does not uormally interfere in the operations of industry;
this is welcomed by industrialists. But, on the other hand, complaints have
been voiced that no support is provided by Government in the form of technic-
al assistance, or in bringing to the attention of business people new invest-
ment opportunities. It would appear that in these fields industry would pro-
fit from an outside advisory source with qualified staff.
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CHAPTER V

EXISTING SERVICES TO INDUSTRY

86. The services **.ich already exist can conveniently be discussed
under two broad groupings: financial facilities and business services.

Financial Facilities

87. The first institution discussed below Is the only one in Kuwait
which has so far been given specific responsibility for financing the dev-
elopmer;t of industry, although others subsequently described have also
been important as sources of industrial financing.

88. The Credit and Savings Bank was established in 1961 as the
Credit Bank and reorganized under its present name, with somewhat broader
functions in 1965. Its initial capital of KD 7.5 !itillion has been twice
increased and is now KD 25 million, wholly subscribed by the Government.
The Bank is governed by a board of eleven members, including a Director
General, Deputy Director, three members representing the Ministry of
'Finance and Oil, the Ministry of Social Affairs and Labor, and the Plan-
ning Board; and six members from the private sector nominated by the
Ministry of Finance mnd Oil.

89. The Credit and Savings Bank is now guided primarily by its so-
cial objectives and only secondarily by normal banking principles. Its
central activity is financing housing; loans to industry accounited for
less than nine percent of total loans authorized in the period from 1961
'to 1969. Industrial loans have been for periods up to ten years at an
interest of three percent, and are secured by mortgages on real estate
and fixed assets. The Bank's activities are summarized in Table 28.

90. In the early 1960's its industrial loan program was small but
active, but has been largely suspended in recent years. The decline in
industrial lending resulted in part from the higher priorities that the
Bank has given to other activities for its diminishing supplies of funds.
The inability to collect payments on schedule from a large part of pre-
vious borrowers is a second important restraint on nw lending activity.

91. Repayment problems began to arise in the third or fourth year
of the program and affected two-thirds of the balance outstanding in in-
dustrial loans by 1969. These may to some degree reflect difficulties
in maintaining strict business standards with industrial clients in a
social-purpose institution. They also reflect the need for greater tech-
nical and business skills in both the enterprises financed and in the
lending and supervision operations of the Bank itself. Specialists and
organized information to assess the outlook for borrowers were lacking.
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The loan officer and the engineer who were obtained from the Industrial
and Commercial Financial Corporation (ICFC) of the United Kingdom to train
and assist local staff stayed only two years. Moreover, by the end of
1965 the more easily identifiable projects appear to have been funded.
In subsequent years, fewer but larger projects were financed, many of which
now have payment difficulties. The industrial program of the Credit and
Savings Bank is now largely concerned with collection on loans previously
extended.

92. The Ministry of Finance and Oil has met major requests for
industrial financing directly as they have arisen from time to time over
many years. As a result, it has become the most important source of indus-
trial finance in Kuwait in terms of the volume of financing, with nearly
KD 54 million in loans and almost KD 49 million in equity investments out-
standing to local business corporations. 1/ However, two enterprises in
which the Government is the dominant shareholder have accounted for nearly
sixty percent of Government loans to industry. Although the number of com-
panies being financed by Government through the Ministry is few, some of
the companies such as the Kuwait Flour Mills, Kuwait National Industries
and Kuwait Chemical Fertilizers Company have fairly diversified operations.

Commercial Banks

93. Kuwait's five commercial banks are an important source of finance
used by industry, although principally for short-term requirements.

94. All commercial banks in Kuwait are locally-owned, but have good in-
ternational connections. The management and most of the senior staff of
banks are drawn from abroad. The five banks are principal shareholders in
the United Bank of Kuwait in London. Some of the banks are also shareholders
of the Rifbank in Lebanon.

95. Their principal local operations are concerned with financing of
imports. Credit is frequently extended on overdraft basis, with credit-
worthiness being determined primarily on the basis of knowledge of the re-
sources and reputation of the applicant or his family. Borrowers are not
accustomed to providing detailed information on their operations nor to ex-
plain in detail uses which they intend to make of credit. Lenders similar-
ly do not attach prime importance to these matters.

96. Under present regulations, commercial banks are not intended to
serve as sources of medium- or long-term credit or equity financing. How-
ever, overdraft facilities appear to have been used occasionally to meet
medium-term needs of industrialists. This exposes both the banks and the

1/ Data from Kuwait Economy, 1969/70, Table 39 are not exactly comparable
with data on Government loans and investments in specific companies
shown in Annex Tables 35 and 36.
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borrowers to risks. Banks have already experienced occasional problems
of repayment difficulties with borrowers who have utilized funds in in-
dustrial operations that have ceased to be profitable. At the same time,
there are reportedly industrialists who can substantiate their credit-
worthiness with balance sheets, uncommitted collateral and similar criteria
but who have not been personally well enough known or accepted by banking
officials to be granted credit even for short-term requirements.

Other Financial Institutions

97. Kuwait has various other types of financial institutions, but
none of these are significantly involved in financing local industry. Some
that are of potential importance are briefly described below.

98. Two investment companies have total assets of KD 45 million. One
is largely and the other is partially Government owned (see Tables 30 and
31). They have been almost exclusively concerned with placing investments
abroad, although the Kuwait Investment Company, which is the larger of the
two and has the greater private shareholding, conducts some local opera-
tions through construction contracts and through a recent investment in a
prefabricating housing corporation. Both investment companies have built
up a network of contacts in the international banking community and have
small staffs familiar with the complexities of long-term investment opera-
tions. Although they have not significantly participated in industrial
financing operations in Kuwait thus far, they are acquiring types of ex-
perience which would be helpful to the conduct of industrial operations
in Kuwait.

99. The Central Bank of Kuwait, established in 1969, has begun a num-
ber of programs which will be of importance to the improvement of credit
operations. It has for example created a "Center of risk" in which the
aggregate credit position of clients having accounts with various banks
are compiled and made available to banks in evaluating credit applications.
It is also cooperating with the commercial banks and investment companies
in creating an institute for bank training which will provide a three-year
program of basic training in banking on a part-time basis for bank staff.
Ultimately the center may be able to provide training for investment bank-
ing.

100. The Kuwait Fund for Arab Economic Development merits special
mention, even though by its charter it cannot provide financing to local
enterprises. The Kuwait Fund is a wholly Government-owned institution
that provides long-term credit for projects in other Arab countries. Its
paid up capital has been increased several times and now amounts to KD 89
million including reserves. It has a technical staff of ten (see Table 32).
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101. The Fund is frequently cited in Kuwait as a model for the type
of organization that could be set up to serve local financing needs. Some
of the important characteristics of the Fund are: (i) autonomy supported
by generous capital endowment, (ii) operation on a business-like basis,
(iii) strong executive leadership and a small but highly qualified profes-
sional staff, and (iv) general ability to identify credit-worthy projects
under management with the capability and willingness to repay loans on
schedule and to comply with other provisions of the loan agreement.

Business Services

102. There has been little development in Kuwait of services providing
professional and business advice and information often sought by investors
to assist in evaluating opportunities or in avoiding or remedying operation-
al problems. The principal exist:ing services have been sponsored by Govern-
ment.

103. Measures by Government to create such services include provisions
of the Industrial Law of 1965 and the 1966 Ministerial Resolution on the Or-
ganization of the Department of Industrial Affairs.

104. The Department of Industrial Affairs of the Ministry of Commerce
and Industry has at present a staff of fifteen, including mechanical and
chemical engineers, economists and other professionally-trained staff.
They are currently supplemented by two short-term industrial specialists
provided by UNIDO. Their responsibilities are spread over various func-
tions (largely regulatory in nature) including registration and licensing,
industrial standards and research.

105. In addition the Department serves the Industrial Development
Committee, which consists of six representatives of Government Departments
or organizations and three representatives of the Kuwait Chamber of Com-
merce and Industry. All applications for industrial permits or requests
for protection are reviewed by the professional staff of the Department
before being submitted to the Committee for decision.

106. The regulatory functions of the Ministry are intended to encourage
sound business planning and management. In order to receive a permit to
establish an industrial operation, an applicant is required to submit a
study demonstrating the feasibility of the proposal. Registered enter-
prises are required to submit annual reports and certified balance sheets.
The professional staff of the Department is expected to provide advice and
assistance to industrialists in these processes, particularly in its review
of feasibility studies.

107. The Ministry also provides business information services. The De-
partment of Industrial .. airs contracts for studies with foreign organiza-
tions. Its budget for this purpose has ranged from KD 25,000 per annum to
as high as KD 90,000 in 1970; the budget for 1971 is KD 45,000. The Depart-
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ment is currently financing a study on the feasibility of petrochemical com-
plex. Studies have already been carried out on the production possibilities
of such products as cable and wire, rolled steel products, dry cell batteries,
bottle caps, air conditioners, tires, glass, foundry products and pharmaceu-
ticals. Relatively limited use appears to have been made of these studies,
possibly because: (i) they have not been closely enough related to the in-
terest and capabilities of potential entrepreneurs and (ii) arranging with
foreign consultants for studies that are both practical and economical is a
complex process - particularly requiring knowledge of alternative consultant
capabilities and their normal contractual arrangements.

108. Other potentially important activities of the Department of
Industrial Affairs are those of the Development Section for studying the
growth of industrial sectors, including the study of productivity and the
need for skilled labor. The Industrial Establishment Section of the
Department of Industrial Affairs has responsibilities for periodically
visiting enterprises as well as studying their annual reports and balance
sheets.

109. Other Government organizations are also important. The Shuaiba
Area Authority, for example, is responsible for developing and allocating
industrial sites - primarily to heavy industry and related enterprises.
The Municipal Planning Authority has responsibility for planning and allo
eating sites for light industry as well as broader town planning responsi-
bilities. The Ministry of Electricity and Water is another source of im-
portant basic services, contributing to the evolution of the industrial en-
vironment.

110. Government agencies have a substantial core of university educa-
ted professional staff. Although many of these have been drawn from other
countries, principally in the Middle East, a rapidly increasing share of
the Government professional staff in recent years have been Kuwaiti citizens,
following major increases in the number of Kuwaities graduating from uni-
versities. Nevertheless, Government services suffer from the newness and
rapid evolution of many organizations and their heavy dependence on tempo-
rary contract staff from abroad and on recent university graduates.

111. The most Important business service organization in the private
sector is the Kuwait Chamber of Commerce and Industry, which is very active.
It is reported to have over 3,000 members, and is the generally recognized
spokesman of the business community on national economic and business
issues. It maintains a small professional staff as well as a library and
issues a monthly magazine to its members.

112. Some private business services common in industrially developed
countries are not yet generally available in Kuwait. There are a few
accounting firms as well as engineering firms largely concerned with civil
engineering. The services of management consultants, applied research
institutes and similar organizations based in other countries are available
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occasionally in response to particular contracts, but none have continuous
representation in Kuwait. Moreover, businessmen have little familiarity
with such services or experience in utilizing them; this constitutes a
major obstacle to their seeking out appropriate services abroad and to
their ability to work out beneficial relationships.
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CHAPTER VI

A KUWAIT DEVELOPMENT BANK

Case for a new institution

113. The foregoing discussion shows that it would be useful for the
long-run future of Kuwait to foster growth in tne non-oil sectors. An
important non-oil sector of cumulative potential is manufacturing (including
physical services such as transport), for a variety of reasons presented
earlier in this report. While some spontaneous growth of manufactures can
be expected - it has already occurred - it could be spurred by advice and
assistance geared to the needs of emergent Kuwaiti entrepreneurship. The
mission is of the opinion that this type of assistance can best be entrusted
to a new institution.

114. The principal case for a new institution is that the expansion of
Kuwait's industrial base requires active promotion of and assistance to
private industry, including, where appropriate, mixed 1/ enterprises. The
mnission feels that the existing Institutions, discussed in the previous
chapter, are not adequately geared - nor likely to become so in the future -
to this type of assistance. The other reason is the fact that, although
Kuwait is overall a capital-surplus economy, financing accommodation appears
to reach only well established companies. The suggested new institution
would also actively try to reach growing new domestic entrepeneurs.

115. Were a new institution to be founded - it might be called the
"Kuwait Development Bank Limited" (KDB) - quick results should not be ex-
pected. In its early years, it will be gaining knowledge and experience
and its business, both advisory and financial, may build only slowly. Its
contribution to Kuwait's diversification and growth is more likely to be
apparent in the later years of the 1970's than soon.

116. While the new Bank would actively assist in the expansion of in-
dustry in Kuwait, thereby contributing to the long-range goal of broadening
Kuwait's economic base, it could, of course, not assume prime responsibility
for achieving this goal. Its role would be to providesservices aiding pro-
ductive enterprises and new entrepreneurs to take advantage of the opportuni-
ties offered by markets inside and outside Kuwait, by the industrial policies
of the Government, and by the facilities - such as industrial estates -
created by the Government itself. It might help entrepreneurs to perceive
these opportunities; it cannot itself create them.

1/ Companies owned, in part, by the State.
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117. Relation with the Government - Though the new institution would
carefully consider the Government's plans for the national economy, it would
not be an agency of the Government. It would have no regulatory or licensing
functions. While it might in time gain some advisory voice in the deter-
mination of general industrial policies, it would itself be subject to such
policies, like any other semi-private or private institution in Kuwait. But,
importantly, its decisions regarding individual loans or advisory assistance
would not be subject to instructions, review or veto by any Ministry. Nor,
on the other hand, would it enjoy privileges or exemptions in complying with
Kuwaiti laws and regulations.

118. Objectives - KDB would be designed to promote, finance and other-
wise assist productive enterprises in the non-oil sectors of manufacturing
and the service sectors such as transportation. Enterprises servicing the
oil sector would also be included.

119. Ownership - As envisaged by the mission, KDB would be wholly
Kuwaiti owned; the majority of the shares would be held by private Kuwaiti
insitutional investors and the Government would hold a minority of the
shares. KDB should, we suggest, be an independent juridical person organized
as a joint stock company, not directly subordinate to any Ministry or Agency
of Government. It would have its own accounts, reporting to its own share-
holders.

120. Types of operation - KDB's main functions would be to finance
viable projects, (medium and long-term loans and equity investments), to
underwrite securities and to issue guarantees and to provide technical and
operational advice to new and existing manufacturing and service enterprises
in Kuwait.

121. Promotion and technical assistance would perhaps be more important
than financing during the first years of operations. In the course of dis-
charging these two functions, management and staff would accumulate close
knowledge of the problems and potential of the non-oil sectors. They would
thus become equipped to perform tne auxiliary function of advising Government,
if requested, on Government policies in these fields. Thus equipped, KDB
could, if requested, also administer funds entrusted to it, by, for example,
Government, for specific defined purposes (such as being disbursement agent
for Government investment in a bir; project in the public sector) holding them
outside its own resources and accounting for them separately, provided there
is no conflict with KDB's own objectives.

122. Scope of operations - KBD's Statute would define its scope of
operations in broad and flexible terms. A Statement of Investment and Opera-
tional Policies would define more specifically the scope and nature of in-
tended operations. (These two documents are dealt with in more detail in
the next chapter).
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123. Capitalisation - If KDB is to be active in promotion and is to
have an important technical assistance function, as we believe it should,
it must be able to finance an administrative budget which includes more
permanent and contracted technical staff than are needed for its financing
function alone. They could perhaps be financed by annual appropriations
by the Ministry of Finance and Oil. But this would involve a continuing
Ministerial review of KDB's activities, with a corresponding loss of autonomy,
and an element of uncertainty for the maintenance of those activities.

124. KDB could finance an "enlarged" administrative budget from its own
income, given an initial capital structure designed to make this possible.
In essence, KDB's gross income will arise from the spread between the average
cost of money to it and average earnings on its investments. The average
cost of KDB's initial resources should be low enough to enable the company to
carry out its promotional function and at the same time earn a reasonable re-
turn on its share capital. This is why we suggest a low-interest, long-term
loan from the Government to assit KDB's establishment. With good policies
and management, the Bank should need no more Government assistance than this
loan. We do not suggest a Government grant, which would reduce the Bank's
own realization of the need for sound administration of funds made availablc
to it.

125. The size of the initial capital endowment would depend upon the
need for income to support the Bank's technical assistance activitives, and
the expected rate of financial commitments, by loan or otherwise. For income
purposes, the latter are at present not of key importance, since the Bank's
funds can be invested in liquid assets earning, under present conditions,
more or less the same income as its loans would; but this may, of course,
change in the future.

126. Board and Chief Executive Officer - Membership of the Board would
reflect the ownership of KDB and would therefore be wholly Kuwaiti. The
Board would be responsible for overall policies and operations. The Board
would appoint a Kuwaiti citizen with appropriate financial and administrative
experience to the position of Chief Executive Officer, holding the title of
Managing Director; he would be a member of the Board. The Managing Director
would be assisted by three top staff members (Deputy Director and Assistant
Managers for Market/Research and for Technical Operations) to be recruited,
if necessary, from abroad. The Managing Director would have such power to
conduct the Bank's day-to-day operations as the Board invests in him. He
would recruit staff, who would be outside the Civil Service and who would
report to him, not to the Board. The Managing Director would be solely re-
sponsible for the assignment, promotion, conditions and service and dismissal
of staff, within the limits of an administrative budget approved annually in
advance by the Board. These arrangements are necessary because the success
of the Bank would depend overwhelmingly upon the quality and competence of
its management and staff, and upon their professional loyalty to the Bank.
Investment proposals will be considered by the Board only after the Managing
Director has considered them and is prepared to report on them with his
recommendations.
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CUAPTER VII

ESTABLISHMENT AND PROSPECTS OF KUWAIT DEVELOPMENT BANK

127. From discussions with representatives of the Government and insti-
tutlonal Investors In Kuwait, the mission has the impression that these groups
favor a development bank which would be predominantly privately owned. The
mission endorses this view. The necessary independence of the new institution,
and its effectiveness in serving the private sector, would indeed be best
achieved if private investors hold a majority of the shares. Present expecta-
tions are that Kuwaiti institutional investors would take up 70 percent of
the shares and the Government 30 percent, with, however, the understanding
that the Government would take up less - but not less than say, 20 percent -
if the institutional investors would wish to increase their share.

128. In view of the role the private community is envisaged to play, in-
stitutional and private investors should have an opportunity to actively par-
ticipate, from the beginning, in the working out of the proposal, to ensure
their support of the new institution. The mission would therefore suggest
that a Steering Committee be formed to study the proposal, draft documents,
obtain sufficient commitments from potential private investors to subscribe
at least 70 percent of KDB's share capital. The Committee could include
representatives of the Government, the Central Bank of Kuwait, the commercial
banks and other financial institutions in Kuwait, and others, such as the
Kuwait Chamber of Commerce and Industry, as may be thought appropriate.

129. The establishment of KDB could be accomplished in two stages. The
first relates to the incorporation of a company with a small share capital,
say KD 100,000. The second stage would be completed when all the necessary
contractual arrangements have been made, the share capital has been increased
and the Government's loan has been paid.

130. The two basic documents governing KDB's operations would be its
Statute and its Policy Statements.

The Statute

131. This document should define, in broad and flexible terms, KDB's
objectives, it functions and powers, its financial resources and its legal
structure for management and accountability. Kuwaiti law and conditions
will largely determine the language of the Statute. However, -the mission
would like to make some general observations and suggestions.

132. KDB's Statute should protect it from pressures to engage in acti-
vities which would hamper the pursuit of its own objectives. People inside
and outside the Bank may well become impatient in the first few years, and
therefore claim that, since it is not showing sufficient results, it should
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grant and disburse loans more freely, and for wider purposes. Nevertheless,
KDB cannot succeed in its intended role if its purposes are not clearly
defined, not only by stating what it can do, but also by stating what it
cannot do. There are thus some activities which the Bank should not under-
take, some as a matter of law, and some as a matter of policy, at least
initially.

133. The Bank's Statute should, we believe, prohibit it from lending
for purely residential or commercial construction not associated with the
establishment or expansion of a manufacturing plant, and for social or per-
sonal purposes. It should also be prevented from investing in fixed, non-
financial assets outside Kuwsait, except in connection with the expansion
abroad of Kuwaiti enterprise; it shotld in no way compete with the Kuwait
Fund. We also recommend that KDB refrain from accepting deposits in order
to avoid borrowing short to lend long, let alone overlapping with other
financial institutions in Kuwait.

Policy Statement

134. Upon incorporation of KDB one of the first tasks of its Board would
be to adopt a Policy Statement. Preparatory work on this document could, of
course, be started by the Steering Committee before incorporation takes place.

135. Policy Statements, while geared to the specific needs of each
individual development finance company (or Development Bank), normally cover
- in some detail - four basic aspects of the Bank, namely:

i) Objectives and operational criteria

ii) Investment policy

iii) Financial policy

iv) Organization and special provisions

The following remarks by the mission my assist the sponsors in formulating
the Bank's policy orientation.

136. i) Objectives and operational criteria. As meotioned before, the
mission is of the opinion that KDB's promotional and advisory function should
loom high in the company's objectives. There is no simple way of defining
how KDB should go about its promotional role, but the Policy Statement should
bring out, we feel, that it is KDB's intention to be active in the identifi-
cation and, if need be, preparation and setting up of projects to diversify
Kuwait's manufacturing base.

137. KDB should be a principal channel through which prima facie feasible
projects are brought to the attention of existing and potential entrepreneurs
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in Kuwait. For the new entrepreneur, KDB may also have to assist in the pre-
paration of the project, that Is to help potential investors in covering all
the steps necessary to bring the project to the point where its technical,
economic and financial feasibilities have been established and the project
is ready for appraisal.

138. In its advisory function, we visualize that KDB would not restrict
itself to servicing its own borrowers, but would equip itself to give advisory
assistance to any enterprise in the non-oil manufacturing sector. Its policy
would therefore be to respond to any request for advisory services from
serious, responsible sources ("clients", as distinct from borrowers) wishing
to invest or expand outside the oil, construction, commercial or financial
sectors. Since it would not be possible, or even desirable, to assemble in
Kuwait a full-time staff capable of responding to all such requests, many
of which may be highly specialized, the Bank would, over time, assemble a
register of outside consultants providing services beyond its own staff
capabilities. It would assist a client to obtain such outside services,
Including the form of contract, terms of reference, and other arrangements
with a consultant. KDB would not itself pay for consultant services rendered
direct to clients, but might include such charges in a loan if a client becomes
a borrower. The Bank would not charge clients for routine services rendered
by its own permanent staff, but might charge a fee for services involving a
major commitment of staff time.

139. Financing would be provided in the form of medium and long-term
loans, for periods depending on the type of project involved, with an appro-
priate grace period; KDB could also, if appropriate, subscribe to or under-
write issues of shares and other securities, and issue guarantees. It should
be KDB policy to apply the same investment criteria as used for its loans and
investments to guarantees since these, while contingent, are as much a com-
mitment of resources as loan or investment commitments. Loans and partici-
pations would be available for purchase of plant and equipment (including
plant construction to house them), the constitution of permanent working
capital, and technical assistance.

140. KDB would extend its financial assistance on the basis of economic
and financial criteria only. Enterprises to be financed should be required
to have efficient management, to be technically sound, have satisfactory
market prospects for their output, be able to give a satisfactory financial
return on total investment, and generally contribute to economic growth and
the diversification of employment in Kuwait.

141. KDB, while oriented towards assisting private enterprise, could
also finance and otherwise assist "mixed" enterprises in which the State
participates, either directly or indirectly, provided such enterprises
meet the requirements mentioned in the previous paragraph.
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142. (ii) Investment Policy. This section of the Policy Statement
normally covers the following subjects:

a) Minimum size of loan or equity investment. In the case of KDB
there should not be, we think, a rigid lower cut-off point.
The general principle could be that KDB's assistance in the
form of loans or participation or both forms combined should
not be less than, say KD 5,000 but that KDB should be in a
position to consider requests for financing if projects,
without reaching this amount, nevertheless are of economic
interest.

b) Diversification of portfolio, (That is, the percentage of
share capital and reserves that will be devoted to any one
enterprise, in form of loans, equity, or guarantee). If
the ratio of maximum risk in a single enterprise were to be
15 percent of KDB's equity, the Bank would have exhausted its
initial resources (i.e., paid-up share capital and the loan
from the Government) if it lent the permissible maximum to
only thirteen borrowers. 1/ To do so would lead to a narrow
portfolio, with not only correspondingly enhanced risks but
also fewer borrowers and a loss of financial leverage in
pursuit of the Bank's wider advisory functions. This suggests
that the Bank should, as a matter of policy, restrict its
financial involvement with any one enterprise to the feasible
minlmum and seek to be a catalyst attracting funds rather
than a prime or principal source of funds. This argues
against early commitment of sizeable funds to individual
borrowers for "visible activities" reasons. As regards the
<aximum aggregate exposure in share (equity) capital we

suggest that the total of KDB's equity participations may not
exceed KDB's own shareholders' equity, i.e., the total of
KDB's share capital and its unimpaired reserves.

c) Avoidance of controlling interest. (except temporarily in
case of promoted companies whose shares are being underwritten,
or in case of jeopardy). Since KDB would be a promotional
and a financial institu' t "n, we suggest that, generally, KDB
should not assume managee al responsibilities in enterprises
it assists, and that it limits its equity share participation
to, say, 25 percent of the share capital of any given enter-
prise. KDB should, of course, be allowed to take any action
it considers essential to protect its investments.

1/ Given the initial capital structure proposed later in this Chapter,
15 percent would mean a loan maximum of KD 750,000.
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d) KDB should normally finaAlce not more than 50 percent of
the total cost of a project.

e) KDB shall endeavour to maintain a balaaced portfolio by dis-
tributing its loans, participations and other coummitments
amongst various sectors of industrial activity within the
range of its objectives.

f) KDB should be prepared to sell its loan and equity investments
under arrangements satisfactory to itself and the borrowing
company.

143. (iii) Financial policy - The general aim of the Company's financial
policy would be to maintain the value of its own capital, to manage its funds
in such a way that can at all times honor its obligations on time, and to
achieve a profit margin that enables it to cover its operating costs, form
adequate reserves and distribute reasonable dividends to its shareholders.
We therefore strongly believe that KDB should lend at commercial rates; i.e.,
that it fixes its interest rates, commissions and other charges at a level
that will enable it to obtain a satisfactory return. KDB should not be
another tap of "soft" Government money. It should provide technical and
advisory services to its clients and customers, with an objective "bank-
borrower" relationship, without overtones of political considerations or
private privilege in access to funds. By doing so, the Bank could, after
its initial establishment with a low cost Government loan, maintain its own
financial viability without further recourse to Government. Other subjects
to be dealt with under Financial Policy would be:

a) Debt/equity ratio - KDB should follow a prudent policy as far
as its own borrowings to replenish its resources are concerned.
In this connection, it would be advisable to specify that KDB's
total debt could tot exceed, say, three or four times the amount
of its share capital and unimpaired reserves. Furthermore, the
Bank should, of course, arrange its borrowings in such a way
that a proper relationship be maintained between the terms,
including life, of its liabilities and of its assets, in order
to safeguard its own liquidity.

b) Security - KDB should require appropriate security for its
loans.

c) Reserves and Dividend policy - KDB should make adequate pro-
visions against potential losses, and build up reserves to
a level consistent with sound financial practices, taking
into account the size and quality of its portfolio of loans
and investments as well as the need to pay reasonable dividends
to its shareholders.
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144. (iv) Organization - Special Provisions

a) The Bank would develop and maintain an internal organization
and management team capable of appraising the financing pro-
posals put before it, assisting enterprises in the promotion
and formulation of their projects and supervising their
execution. Staff would be recruited solely on the basis
of their professional qualifications. When it would be
more suited or more economical to do so, the Bank would use
the services of outside organizations.

b) The Company should require that its borrowers have an
accounting system which meets the requirements of sound
management.

c) The Company's own accounts shall be kept in accordance with
internationally accepted auditing standards. The annual
audit of the bank's accounts should be made by qualified
and independent auditors.

d) The Company would be allowed to undertake the management of
special funds only on condition that such management does not,
in the view of the Board, interfere with the Company's capacity
to fulfill its main objective of promoting and financing pro-
ductive investments. Such funds should only be managed by the
Company on condition that it receives a remuneration to be
determined in the light of the service rendered.

Prospects

145. The mission has endeavored to illustrate the observations and
suggestions outlined in the previous paragraphs in practical terms. In
the following paragraphs and in Annex 1, we make a number of assumptions
regarding the character of the Bank, and project the financial consequences
of these assumptions. The assumptions are not recommendations; they are
suggestions which must be fully discussed and weighed in Kuwait. However,
we hope that we have provided a framework for such discussions, enabling
tracing the consequences for the future income and asset position of the
Bank of any changes of assumptions.

146. We have assumed that, at the commencement of business, the Bank's
resources :ould be KD 10.0 million as 0ollows:

(KD Million)

Share capital 5

Government Loan 5

10.0
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147. The Bank's authorized share capltal would be KD 10.0 million. The
subscribed capital would initially be KD 5.0 million, to be paid in entirety,
at the outset. As said, present expectations are that the Government would
take up 30 percent of the shares and Kuwaiti lstitutional investors 70 per-
cent. We have assumed that no dividend would be declared for the first three
years of operation.

148. Details of the Government loan are assumed to be:

- KD 5.0 million, to be paid simultaneously when KD 5.0
million of the share capital has been fully subscribed
and paid in;

- repayment in 20 years, after 10 years of grace;

- interest at 2 percent per annum, with a waiver of interest
for the initial three years.

149. The paid-in share capital of KD 5.0 million would enable the Bank
to develop resources of in total K) 20.0 million, assuming a debt/equity
ratio limitation of 4:1.

150. Further assumptions, and five year projections based on them, are
presented in the Annexes to this Chapter. In the absence of clearly set
operational policies for the Bank, and of adequate information on the ex-
pected volume and phasing of demand for equity investments and medium and
long-term capital, any attempt to quantify the Bank's business prospects
remain largely a theoretical exercise. Keeping this in mind, the mission
nevertheless thought it may be useful to set forth in the Annexes some of
the arithmetical consequences for the Bank's operations of the general
features outlined above and the assumptions detailed in Annex 1.

151. The following features of these pro forma financial projections
call for attention:

152. First, since the mission has no intimate knowledge of the system
and level of emoluments in Kuwait, the figures given in Annex 3 for admin-
istrative expenses can only be a rough estimate. Staff costs have been
estimated on the assumptions of:

a) 9 professionals,

b) 20 clerical and supporting staff,

c) salaries set at about 30% above civil servant top levels
for comparable skills, except for the manager and deputy
manager who would be paid at commercial bank mana er rates.
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The Kuwaiti manager (Managing Director) needs to be highly influential in
business and Government circles and should be paid a business salary, say
KD 15,000, to attract full-time commitment.

153. We have furthermore assumed that the sponsors might wish to obtain
- at least for the first years of KDB's operation - three top staff members
(Deputy Manager and Assistant Managers for Marketing/Research and Technical/
Operation) from senior members of investment and cousulting organizations,
either through secondment or under contract.

154. The Deputy Manager could be obtained by the seconding of a senior
member of an established development bank; he also would probably cost in
salar and benefits not less than KD 15,000. The Assistant Managers need
to be of outstanding technical quality and may be obtained from experienced
consulting firms, possibly of Middle Eastern origin. These men might be
hired away but it would probably be better initially, say for two years, to
contract their services. If both parties wish so, they could join KDB's
staff after that period. The costs of the two Assistant Managers during
the years that they would be under contract may be higher than the costs
(KD 15,000 each) we have assumed; the difference could be deducted from the
provision of KD 50,000 per year we have entered for ad hoc consulting assign-
ments. For the other staff, in order to get business oriented and motivated
persons with a long-term attachment to the Kuwait Development Bank, salaries
might well need to be twenty to thirty percent above civil servant top levels
for comparable skills.

155. On the above basis, staff costs would average about XD 120,000 a
year during the first five years, but probably would not exceed half of that
amount during the organization and staffing phase that would last a minimum
of one year. Overhead costs might be expected to amount to about KD 60,000
per year on conservative estimates. In addition, we have assumed an amount
of KD 50,000 a year for contracting short-term specialists. The total of
estimated administrative costs therefore comes to about KD 225,000. per year.

156. Second, the financial statements show that after three years of
good profitability and rapid build-up of reserves, starting in year IV, pro-
fitability would drop due to the introduction of financial expenses; additions
to reserves would become rather small because of the payment of a 7X dividend.

157. Third, on the basis of the assumptions used for the projections,
there would be no need for a share capital increase and/or additional
borrowings in the initial five years. If, however, additional borrowing on
market terms were to be sought, the Bank might have to increase its own
lending rate to ensure an adequate spread on the additional borrowings.
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KUWAIT DEVELOPMENT BANK LIMITED

ASSUMPTIONS POR 5-YEAR PROJECTIONS

1. Interest rate on loan: 7 percent

2. Commitment charges and other charges: 1 percent
(calculated on the annual average of undisbursed commitments)

3. Advisory services: small charges may be levelled in appropriate
cases; income from this source has been ignored in the projections
pending a policy to be established by the Bank.

4. Yield on short-term investments: 7 percent (average)

5. Interest rate on borrowing: subordinated loan from government: 2 per-
cent with no interest payable in first three years; Term: 30 years,
including 10 years of grace.

6. New resources: at present no share capital increase and/or additional
borrowing is contemplated within the first five years of the Bank's
operations. If, however, additional borrowing on market terms were
to be sought, the Bank might have to increase its own lending rate
so as to ensure an adequate spread on the additional borrowing.

.,
7. Approvals, commitments ' and disbursements: see Annex 2

8. Relationship between approvals, commitments and disbursements:

i) Approvals -V: no approvals are anticipated in year I.
In year II, approvals are assumed to amount to KD 500,000
increasing by KD 250,000 (in each of year III and IV and
500,000 in year V. Make-up of approvals (average): 10 per-
cent equity; 90 percent term loans.

ii) Commitments: 60 percent of approvals (net of cancella-
tions) will be committed in the year of approval; 40 per-
cent in the following year.

iii) Disbursements: 35 percent of commitme4ts will be dis-
bursed in year of commitment; 60 percent in the following
year; 5 percent in the third year.

1/ Defined as loan and investment contracts signed by clients.

-2/ Net of cancellations.
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9. Average repayment period for loans: 10 years, including 2 years of
grace.

10. Sales from equity portfolio: none contemplated in first five years.

11. Yield on equity portfolio:

Year of investment: nil
2nd year: nil
3rd year: 10 percent
4th year: 10 percent
5th year: 10 percent

12. Provisions for bad debts and losses:

a notional figure of 2 percent of average outstanding loans
and equity portfolio has been entered.

13. Dividends: No dividends in respect of Year I, II and III results;

thereafter: 7 percent

14. Taxation: No taxation is provided for, since none is at present
levied on financial institutions in Kuwait.

15. Durable assets: The acquisition of durable assets, such as head-
quarters building, have been ignored in the projections.

40
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KUWAIT DEVELOPMENT BANK LIMITED

FORECAST OF OPERATIONS (YEAR I TO V)

(KDOOO)

Approvalsl/ Year I II III IV V

Term loans o 450 675 90G 1,350

Equity investments - 50 75 100 150

Total approvals - 500 750 1,000 1,500

Commitments

Term loans 270 585 810 1,170

Equity investments - 30 65 90 130

Total commitments - 300 650 900 1,300

Disbursements

Term loans - 94 367 648 924

Equity investments - 10 41 72 102

Total disbursements - 104 408 720 1,026

1/ Net of cancellations
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K*AIT DEVELOPMENT BANK LIMITED

PROJECTED ADMINISTRtATIVE EXPENSES

(in ED 000)

tlnries Year I II III 1V v

- Manager 15 15 15 15 15

- Deputy manager 15 15 15 15 15

- Assistant manag-ar - Financial 7 7 7 7 7

- Assistant manager - Technical
management 15 15 .3 1s 15

- Assistant manager - Marketing
and research 15 15 15 15 15

- Secretary and Legal 'Advisor 3 3 3 3 3

- Senior Financial Analyst 6 6 6 6 6

- Senzor Engineer 6 6 6 6 6

- Chief Accountant 3 3 3. 3 3

85 85 85 85 85

- Assistants, clerical staff
and secretaries 30 30 30 30 30

115 115 A15 115 115
5A salary increase from Year
III - _ 6 6 7

Total sal.ries 115 115 121 121 122

General expenses, including
rent and depreciation of
durable ar.sets (at 50% of
salary exYp,-nseLi- (roianded off) 60 60 60 60

175 175 161 181 182

Consultants 50 50 5° -50-
Tota ' Admrinistrative ex,,enses 723- ]2! 231 231 232
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KURWIT DEVELOPMENT BANK LIMITED
_ s_*~~~~~~

Proiected Statements of Income - Year I to V

(KD 00o)

INCOME Year I II III IV V

Interest on loans - 3 19 54 107

Commitment charges - 1 3 4 7

Dividend income - - - 1 5

- 4 22 59 119

Income from short term
investments and
deposits ZOO0 720 747 745 720

TOTAL INCOME 700 734 769 804 839

WENSES

Financial charges _ - _ - 100 100

Staff costs, including
experts on short temx
contract 165 165 171 171 172

Other adipinistrative
expenses including
depreciation 60 60 60 60 60

Total administrative
expenses 225 225 231 231 232

Provisions for bad debts _ 2 8 14 20

TOTAL EXPENDITURE 225 227 239 345 352

NET PROFIT 475 507 530 459 487

APPROPRIATIONS

Dividend - - - 350 350

Reserves 475 507 530 109 137

* For convenience sake, work sheets used for the computation' of the financial.
projections are given in Annex 7.



RATIOS

Net return on average
equity 9.1% 8.8% 8.5% 7.0% 7.3%

Earnings before interest
and provisions as %
of average total assets 4.6% 4I7% 408% 4-9% 5.0%

Total administrative
expenses/average
total assets 2.1% 2.0% 2.1% 1.9% 1.9%.



Annex c

KUWAIT DEVELOPMT BANK LIMTED

Projected Balance Sheets (year I to V)

(ND 000)

ASSETS

Year I II III IV V

Cash, deposits and
short term investments 10475 10.880 ,012 10Q775 9,2L2

CURRENT ASSETS 10,475 10,880 11,010 10,775 90963

Loans outstanding - 94 461 1,097 1,964

Equity investments 10 51 123 225

- u04 512 1,220 2,189

Less: provisions for
bad debts 2 10 24 44

'Loan and equity portfolio 102 502 1,196 2,145
(net)

Durable assets - - - - -

IOTAL ASSETS 10,475 10,982 1i1A2 I1.971 12,108

LIABIIITIES AND NETWORTH

Dividend payable - - 350 350

Total current liabilities - - - 350 350

LONG TERM DEBT

Subordinated loan from 2
the Government 5 'O0 ;' 000 5,000 °°° 5. 5,000

Sbtre capital 5,000 5,000 5,0on 5,000 S;OOo
Reserves and surplus 962 .5li. 162L 1.758
TOTAL NET WORTH 5,475 5,982
TOTAL LITABILITIES AND

NETrJORTH 10, 4 75 10,9b2 U1,512 11,971 12,108

:i/ See No. 15 of Annex I.
g/' Assur.d to be paid iL at the beginnir,., of theyear.



Annex 6

KUWAIT DEVELOI MENT B.fK L1MI1'E

Pro eted Cash-Flow State.-ents (ear I to V)

Sources of funds'

Years I II III IV V

Net income before dividend
appropriation 475 507 53fl 459 487

Add back non-cash charges:
Depreciation of durable

assets - - - -
Provisions for bad debts 2 8 14 20

Cash flow from operation 475 509 538 473 507
(Dividend appropriation) (350) (350)

Draydown on:
-Share capital 5,000 - - - -
- Borrowing 5,°000 - -

Loan collections - - - 12 57

Total resources 10,475 509 538 485 564

Uses of Funds

Disbursements:

- ofloans - 94 367 648 924
- of equity investments - 10 41 72 102

Dividend payments - - - 350

Increase (decrease) in
cash and short
term investments 10.475 405 130 ( ) (812).

Total uses 10475 509 538 485 564
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Work Sheets

I. Translation of eommitments into disbursements (on basis of Alsumption 8)

a) Lo2alfi
(XM 000)

Commitments in year Of which disbursed in year
I to V I to v

I II III IV V
I - _ _ _ _ _

II 270 - 91 162 14 -

III 585 _ - 205 351 29

TV 810 - 283 486

V 1,170 - - _o-

Total disbursements per year - 367 648 924l

b) E-auity- Inve-stbents:*
(XKD 000)

Commitments in year Of which disbursed in year
I to V I to V

I TI III IV V

II 30 - 10 18 2 -

III 65 - - 23 39 3

IV 90 - - - 31 54

V 130 - - - - U4

Total disbursements per year - 10 41 72 102

Total disbursements per year
for loans 94 367 648 924

Total of disbursements - - -

per year Y 104 -408- 720 1.,026



Anywx 7
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II. Ou tenAWinF Dprtfolio at near end year I to V. (XX ) oon)

I II III TV IV

Portfolio at beginning of
year - 10L1 512 1,220

plus: disbursement during year
for:

loans - 94 367 648 924
equity - 10_ _41 __2 102

- 2.014 512 1,232 2,246

Aggregate repayments on
basis of assumption 9 1 - - 1,2 _ Z .

Portfolio outstanding at
year end before provisions -104 512 1,220 . 2,189

IIT. Mntenest on Lo$ns.
(XKD 000)

I II III IV V

Carry over from previous year: - - 94 46 1 1,097
Disbursements during year: _942 367 648 92hL

Total disbursed at year end: - 94 461 1,109 2,021
less repayments -- 12 _

Total loan portfolio
outstanding at year end: - 94 461 1,097 1,964

Average balance - 47 277 779 1,530

Interest at 7% oier average
balance 3 19 54 107
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IVe Divdent on Equi1z Investments.

(XKD 000)
I I1 III IV V

Carry over from previous year: - - 10 51 123
Disbursements during yea: r_ 10 7 102

Total disbursed at year end: - 10 51 123 225
less salesVJ . - _ - _._

- 10 51 123 225
Income on basis of assumtion 11 1 5

No sales assumed.
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V. -Tzcomze froig Short Ten Investaments

(X1D 000)
I II ITI IV V

Available beginning of the year 10,000 10,1475 10,880 11,010 10,775
Less balf of disbusements

during the year 5 -2 20

Earning base 10,000 10,1423 10,676 1o,656 10,291
Yearly income at 7% on

earng base 700 730 747 745 720

VI. ComBmLtent Charees
(XKI 000)

I II III IV V

ariy over of undisbursed commitments
from previous year - - 176 394 556

Commitments during the year 270 585 810 1.170
- _270 761 1,204 1,726

Disbursements during the year -2 76 648 924b

Undisbursed commitnents at year end - 176 394 556 802

Average balance - 83 290 456 680

Charge of 1% over average balance - 1 3 4 7

See calculation VII

assumtng disbursements are even3,y spread over the year.
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VII. Balance of Short Term Investments at Year End to, V.
S ~~~~~~~~~~~~~~(XK ooo)

I II III V. V

Beginning of year available 10,000 10,475 10,880 11,010 10,775
less:

Disbursements during year
(net of loan collections) - 1 JQ _408 _- 708 969

- 10,371 lo,472 10,302 9s,86
less: dividend payments - -

- 10,371 10,472 10,302 9,456
plus: Cash flow from operation 4?5 .09 .8 -- & 4507

Available at year end 10,475 10,880 11,010 10,775 9,963

VIII. Calculation of Ratios

a) Net return on average esiuitv
(XiD 000)

Equity outstanding at year end average balance net profit for net return on
the year average equity

I 5,1475 s,237 475 9.1%

II 5,982 5,728 50? 8.8%

III 6,505 6,243 530 8.5%

IV 6,614 6,559 459 7.0%

V 6,751 6,682 487 7.3%

b) Earniness before interest and Drovisions as % on averaee total assets

Total assets outstanding at average balanoe 3UlT EBIT as % of
year end average total asset

I 10,475 10,237 475 4.6

II 10,982 10,728 509 4.7

III 11,505 11,243 538 4.8

IV 11,964 11,734 573 4*9
V 12,101 10,032 607 5.0
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Table 1 - CONTRIHJTIONS OF THE VARIOUS SECTORS IN THE
MROSS DOMESTIC PRODWUCT (196,/66 - 169/70)

(in millions of Kuwaiti Dinars - current prices)

Percentage Change
S e c t o r 1965/66 1966/67 1967/68 1968/69 1969/70 1969-70/1965-1966

Value % Value % Value Value_ Value butions
rude Oil and Natural Gas 471 63.1 510 59.9 474 54.6 530 56.0 557 56.7 _ 6.4

griculture and Fishing 3 0.4 4 0.5 5 0.6 5 0.5 5 0.5 t 0.1

anufaoturing 24 3.2 30 3.5 34 3.9 37 3.9 36 3.7 * 0.5
onstruction 30 4.0 38 4.5 43 5.0 42 4.4 39 4.0 -

lectricity, Water and Gas 16 2.1 22 2.6 28 3.2 31 3.3 36 3.7 1.6

ransport, Storage & Communication 21 2.8 25 2.9 30 3.5 33 3.5 35 3.6 4 0.8
rade (wholesale and retail) 60 8.1 73 8.6 80 9.2 84 8.9 85 8.6 4 0.5

anking, Insurance & Real Estate 8 1.1 12 1.4 15 1.7 17 1.8 18 1.8 * 0.7
ervioe;i/ 72 9.7 90 10.6 109 12.6 116 12.3 117 11.9 + 2.2

ublic Administration & Defence 41 5.5 47 5.5 50 5.8 52 5.5 55 5.6 * 0.1

otal GDP (st Factor Cost) 746 100.0 851 100.0 868 100.0 947 100.0 983 100.0
ndirect Taxes less Subsidies 3 3 4 4 4

otal GDP (at market prices) 749 854 872 951 987

I/ Including net rental value of dwellings

Source: Planning Board



Table 2 -. E ITUFSoN GROSs NATIONAL PRODUCT (1962-63 - 1969/70)#.

(in millions Kuwaiti Dinars at current market prices)

~~ ~1963/64 1964/65 196 ~ 98/9 1997
l962/63 lg36 946 25/66 196/67 1967/68 1968-/69 1969/7Q

1. Consumption 268 281 m g A0415 441 456

a) Private 188 192 200 198 232 280 297 303
b) Public 80 89 102 99 118 135 144 153

2. Gross Fixed Capital Formation 78 92 96 103 135 163 154 151

a) Private and Semi-Private 45 47 49 60 85 95 100 89
b) Public 33 45 47 43 50 68 54 62

3. Increase in Stocks 7 3 3 15 16 23 17 19

4. Expenditure on Consumption and Gross
Capital Formation (1 + 2 + 3) 353 376 401 415 501 601 612 626

5. Bports excluding oil and oil products 8 10 12 21 20 21 28 33

6. Exports of oil and oil products f.o.b. 414 434 468 486 541 498 559 597

7. Expenditure on GDP and imports(4+5+6) 775 820 881 922 1062 1120 1199 1256

8. Less imports of goods and services -124 -141 -141 -173 -208 -248 -248 -269

9. Expenditure on Gross Domestic Product
(7 + 8) 651 679 740 749 854 872 951 987

10. Net factor income transactions with
the rest of the world -193 -179 -198 -158 -172 -138 -158 -247

11. Expernditure on Gross National
Product (9 + 10) 458 500 542 591 682 734 793 840

12. L4ss depreciation -.19 - 25 - 28 - 34 - 40 - 42 - 45 - 50

13. Net National Product or National Income 439 475 514 557 642 692 748 790

1/ Fisoal year ending March 31
Source: Planning Board

.~~~~~~~~~~~~~~~~~~~ .



Table 3 - PERCENTAGE DISTRIBUTION OF QROSS NATIONAL PRODUCT AT MAHKEr PRICES

(1962/63 - 1969/70)

1962/63 1963/64 1964/65 1965/66 1966/67 l967/68 1968/69 1969/70

1. Consumption 58 _6 56 50 _51 _56 55

a) Private 41 38 37 34 34 38 37 36
b) Public 17 18 19 16 17 19 19 19

2. Gross Fixed Capital Formation 17 18 18 17 20 22 19 18

a) Private and Semi-Private 10 9 9 10 12 13 13 11
b) Public 7 9 9 7 8 9 6 7

3. Increase in Stocks 2 1 1 3 2 3 2 2

4. Total 1 l 2 4 3 77 75 75 70 73 82 77 75

5. Exports and Re-exports 92 89 88 86 82 71 74 75

6. Less Imports of Goods and lervices 27 28 26 29 30 34 31 32

7. Net Factor Income from Abroad _42 -36 -37 27 -25 -19 -20 -18

8. Gross National Product 100 100 100 100 100 100 100 100

Source: Planning Board



Table 4 - EwRINAsE8 0F INVEwTM£HT AND SAVINGS IN KUWAIT (1966/67-1969/70)

(in millions of Kuwaiti Dinars)

1966/67 1967/68 196/69 196970

1. Public Investment 50 68 54 *2

2. Private Investment 85 95 100 89

3. Increase in Stocks 16 23 17 19

4. Total Gross Investment (1 * 2 * 3) 151 186 171 170

5. Balance on current international transactions 202 174 186 213

6. Total Savings (4 + 5)- 353 360 357 383

7. Gross National Product 682 734 793 840

8. % Total Savings in 3NP 51.7 49.0 65.0 45.6

9. % of Gross Domestic Investment in Total Savings 42.7 51.7 52.1 55.6

Source: Planning Board



Table 5 - ESrIMATED NET FACTOR iNCOME WITH THE REST OF THE WORPD (1962/63-1969/70)

(in millions of Kuwaiti Dinars)

1962/63 196L6 1964/65 1965/66 1966/67 1967/68 1968 1969/70

1. Factor income transfers by
concessionary oil companies -224.0 -215.0 -241.0 -218.0 -247.0 -220.0 -248.O -251.0

2. Income on Government foreign
assets (including KFAED and
the Central Bank) 12 12 15 17 27 28 30 41

3. Income on commercial banks'
assets 7 7 8 13 17 18 21 23

4. Income on private investment (net) 12 17 20 30 31 36 39 40

5. Total (net) -193 -179 -198 -158 -I72 -138 -158 -147

Souroe: Planning Board



Table 6 _ KitAIT FOREIGN TRADE

1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970

L. Exports (millions KD)

Crude oil
products/ 356.5 355.2 400.2 426.3 470.3 484.7 516.4 518.8 547.5 576.6 620.7

Other exports
and re.eportg 8.3 9.2 8.1 10.5 11.9 14.1 13.6 15.3 20.9 23.1 26.4

Total 364.8 364.4 408.3 436.8 482.2 498.8 530.0 534.1 568.4 599.7 647.1

2. Imports (millions
KD) 86.4 89.0 101.8 115.6 115,1 134.6 165.3 211.9 218.3 230.8 223.3

3. Balance of Trade
(millions KD)

(1-2) 278.4 275.4 306.5 321.2 367.1 364.2 364.7 322.2 350.1 568.) 423.8

4. Coverage of
imports by
exports (Cp) 422 409 401 378 419 371 321 252 26ou 26 290

X On the basis of volume bf exports nultiplied by posted prices.

Source: Planning Board - Central Statistical Office



Table 7 - KtjgAIT: FORZIGN TIADE BY COLI.ODITY G.?,O1U?, 1L,65-1969

(in millions of Kuwaiti Diners)

I m p o r t s E x p o r t S5
1965 1966 1967 1968 1969 1965 1966 1296 1968 1969

1. :;.anu'sctured ecods 47.7 61.7 78.2 83.4 86.6 2.7 3.3 2.) 3.1 4.7

. Food. beverage & tobacco 34.4 33.0 36.0 42.5 39.9 7.8 5.7 5.1 6.o 4.6

3. Lachinery and transport
eeuipment 43.5 58.2 81.9 76.2 85.6 3.1 3.- 4.1 5.9 7.2

4. Chemicals -.7 6.7 8.3 9.8 11.1 2.5 2.5 2.5 4.4 4.9

5. Inedible oude materials
(excent fuels), anir,a1 4.3 5.7 7.5 6.4 7.6 1.0 1.u 0.7 1.5 1.7
and vegeteble fat,
nineral cils, urclass..fied

TOTVAL 134.6 165.3 211.9 218.3 230.8 14.1 13.6 15.3 2o.9 23.1

ij Excluding crude and oil refined products.

Source: Central Statistical Office



Table 8 -'EXPORTS OF CRUDE AND REFINED OIL PRODUCTS (1967-1970)

(in million US barrels)

1967 1968 1969 1970

I. Crude Oil

Kuwait Oil Company 755 792 836 879

Aminoil 11 4 --- ---

Arabian Oil Company 50 54 58 62

KNPC --- --- --- ---

Total Exports 816 850 894 941

J. Refined Products 2

Kuwait Oil Company 84 93 85 c3

Aminoil 13 12 13 25

Arabian Oil Company A --- ---

KIIPC --- 2 5; 34

Total Exports 97 114 121 152

II. Total Crude and Refined Products

Kuwait Oil Company 839 885 91 ,T

Aminoil 24 lE 13 25

Arabian Oil Company 50 r-58
Kii-PC -- ---

Total Exports 913 o 'v15 1933

j Kuwait's share of the Company's exports.
</ Including liquified petroleum gas (LPG)

Source: K;inistry of Finance and Oil



Table 9 - ALTERIZATIVE DEPLETION RATES OF OIL RESERVES

(million US barrels)

*(8q,000 K US

Crude Oil Production Range barrels at 1/1/71)

Case A Case B Proven Reserves* "tProjected"l ReservesV Amount

1 Cumulative Cumulative % Depletion ) Depletion of Proven

Lp6aJ production + 8% pa production Caee_A Ca __ C_ _ A C_s B Reserves

fO(actual) 1,091 1,091 X,egl 1,o91 1.36 1.36 1.36 1036 80,000o

75 1,460 7,608 1,603 8,002 9.50 10.00 8.55 8.99 89,000

30 1.954 16,333 2.355 18,157 20.42 22.70 16.50 18.34 99,000

35 2,615 28,008 3,459 33,074 35.01 41.34 20.75 24.50 135,000

9o 3,429 43,632 5,084 54,994 54.54 68,74 36.o6 45.45 121,000

95 4,683 65,542 7,469 87,204 81.93 109.00 48.55 64.60 135,000

Do 6,268 92,527 10,975 134,529 115.66 168.16 61.68 89.70 150,000

35 7,992 128,323 16,122 204,064 160.40 255.08 77.77 125.68 165,00o

lo lo,695 176,079 23.603 306,231 220.09 382.78 95.6o 166.40 184,0Oc

j Cn the basis of an average annual increase about similar to the growth rate 196u-1970 (5.8 ). Frcm

196o to 1965 oil outnut rose by 6.8;o pa and fron 1965 to 1970 by 4.87-%. However in 197o, oil .rocuction

grew by 7.8C;.

/ In 1970, oil production rose by 7.8%.. In 195o-1970, the average annual growth rate wias 11.4i OE. From

1950 to 196u, the annual rate was 17.3" pa and from 1°50 to 1965 the average increase was 13.7l- pa.

From 1955 to 1965, the growth rate ras still 7.9'. A rate of 8,' could then be achieved on the basis

of past trends and assuming a continuous strong demand for oil in Western Europe and Janar..

/ Erven oil reserves have increased by o.1 pa from 1965 to 1i71. Assuming the same -;rowth rate fcr

future years, nroven reserves could thecretically amount ';o 184 billion barrels by 2olt.



Table 1 -0 KUWAIT: MAIN SOURCES OF IMPORTS (1965-70)

(in millions of Kuwaiti Dinars)

C o u n t r y 1965 1966 1967 1968 1969 1970 1965 197d

Japan 12.8 17.9 26.5 27.9 33.8 33.9 9.5 15.2
United States 27.5 34.7 -45.9 37.3 34.3 29.6 20.4 13.3
United Kingdom 21.4 26.9 26.2 27.9 29.1 26.4 15.9 11.8
West Germany 12.o 13,2 20.0 20.8 24.6 18.7 8.9 8.4
Italy 7.1 8.5 10.0 11.2 11.4 10.7 5.3 4.8
France 304 4.1 6.1 4.8 7.2 10.7 2.5 4.8
Lebanon 3.4 4.1 6.7 8.0 e.2 9.7 2.5 4.3
India 4.0 4.5 6.7 8.8 11.0 8.3 3.o 3.7
China (Mainland) 4.4 5.4 6.6 8.3 8.9 7.3 3.3 03
Netherlands 3.7 3.9 4.8 4.8 5.2 5.5 2.1 2.5
Iran 4.3 4.3 3.9 3.6 2.6 3.8 3.2 1.7

Sub-Total 104.0 127.5 163.4 163.4 176.5 164.6 77.3 73.7

Other Countries 30.6 37.8 48.5 54.9 54.3 58.7 22.7 26.3
(of which Arab Countries ( 4.7) ( 5.1) ( 9.5) (11.8) (lo.l) ( 9.1) ( 3.5) ( '.uother than Lebanon) 47 -)(is 1.)35

TOTAL 134.6 165.3 211.9 218.3 230.8 223.3 100.0 100.0

Source: Central Statistical Office

4 
9 



Table 11 - TRADE AND TRANSIT AGREEMENTS

1. Trade Agreements

SiIned Ratified

UAR ' 1i4 Apr., 1964 i2 Jul., 1965

Irak 25 Oct., 1964 21 May, 1966

Iran 6 Nov., 1968 Not yet ratified

Sudan 1 May, 1969 Not yet ratified

Syria 10 Aug., 1969 Not yet ratified

Yugoslavia2 22 Apr., 1971 Not yet ratified

Arab Economic Unity Agreement 6 June, 1962 Ratified

Arab Common Market Resolution Aug. 13, 1964 Not yet ratified

2. Transit Agreements-/

Turkey n.a. n.a.

Iran- 8 Jan., 1971 n.a.

1/ Also Technical Agreement with UAR (exchange of technicians and teachers) signed
on 14 April, 1964 and ratified on 18 November, 1964, and Investment and Capital
Exchange Agreement (i.e. repatriation of profits on Kuwaiti investments in UAR)
signed on 10 February, 1966 and ratified on 28 May, 1966.

2/ Also Technical Agreement (29 January, 1964) for educational and technical
cooperation.

3/ However, a Ministerial Decree of April 1971 exempted from duties all goods from
Arab Common Market members (Irak, Jordan, Yemen, Sudan, UAR, Syria, Kuwait)
except locally produced goods subject to protection.

4/ As there is no drawback system, all goods transiting through Kuwait have to pay
2.5% import duty except when there is a special transit agreement.

/ Applies mainly to goods from Kuwait to Afghanistan through Iran and to Irani
goods to Gulf States.

* Source: Ministry of Commerce



Table 12 _ POPULATION IN KUWAIT (1957-1970)

1957 1961 1965 1970 Average Percentage1957 1961 1965 1970 Growth Per Annum

Population 56 Population 4 Population o Population 9 1957161 1961165 1965/70 1257)70

Lwaitis 113s622 55.0 161,909 50.3 220,059 47.1 345,898 47.2 9.3 8.0 9.5 8.9

92,851 45.0 159,712 49.7 247,280 52.9 387,298 52.8 14.5 11.6 9.3 11.6
Llwaitis t _ -

TOTAL 206,473 100.0 321,621 1QOo0 467,339 100.0 733,196 loo.o 11.7 9.8 9.4 10.3

Source: Official Censuses conducted in 1957, 1961, 1965 and 1970.

.$^ 



Table 13 - Population by Nationalityv

Nwuber

Kuwaitis 220,059 47.1

Non-Kuwaitis 247,280 / 52.9

Arabs 187s923 40.2
.~~

Palestinians and
Jlordn ani 77,712 16.6

Iraqis 25,897 5.5

Lebanese 20,877 4.5

Ohanis 19,520 4.2

Syrians 16,849 3.6

{u*A.PR. 11,021 2.4

Saudis 4,632 1.0

Other Arabs 11,415 2.4

Asians 54,684 11,7

Iranis 30,790 6.6

Indians 11,699 2.5

Pakistanis 11.,735 2.5
Other Asians 280 0.1

Europeans and Americans 4,305 0.9

British 2,857 0.6

Americazi (U.S.) 476 0.1

Other Europeans 992 0.2

Africans 412 0.1

Other Nationalities 136 _

Total 467,539 100.0

Source: 1965 Census

of wrae1.n 29y.7, are women



Table 1)4 _ Distribution of the Labor Force

by Bploenzt Status

Kuwaitis Non-Kuwaitis Total %

Etplyers 1,357 3,155 4si512 1.)4

Self -eployed 5,201 18,$4.8 23,6649 7.6

Wage Earners 33,374 117,06o4 150,438 148.3

bployed in FamiJly
Business 218 286 50Ls 0.2

Total ftloyed 40.,213 138,953 179,166 57.5

Unemloyed 2,868 2,326 5,1094 1.7

"Not in Need" 76,662 t 41,974 2/ 118,636 38.1

Unable to Work 6,803 1,393 8,196 2.6

Unknown 38 292 330 0.1

Total Labor Force 126,521 184,938 311,459 100.0

Total Population 220,059 247,280 46 7,339 100.0

% Labor Force in
Population 57.5 74.8 66.6

% ftloyed in
Population 18.3 56.2 38.3

Source: 1965 census

1/ of which 57,275 are women.

2/ OEf which 34,704 are women.



Table 15 _ Distribution of the Labor Force bp Economic Activity

Sector Kuwaitis % Non-Kuwaitis 8 Total

Agriculture, Ptshing 573 1.4 1,410 1.0 1,983 1.1

Mining, Quarrying 1,349 3.4 5,663 4.1 6,992 3.9

Manufacturing 1,825 4.5 16,117 11.6 17,962 10.0

Construction 1,264 3.1 27,584 19.8 28,868 16.1

Power, Water,
Sanitation 1,645 4.1 5,346 3.8 6,991 3.9

Commerce 5,129 12.8 17,916 12.9 23,045 12.9

Transport 2,613 6.5 7,,412 5.3 10,025 5.6

Services 25,519 63.5 57,015 41.0 82,534 46.0

Others 249 0.7 675 0.5 926 0.5

Total 4o0,166 lo.0 139,118 100.0 179,284 100.0

Source: 1965 Cnsus



Table 16 - Population in Kuwait

Distribution of the Labor Force by Profession and Skills

Kuwaitis £ Non-uitis $ Total L
1. Technical, Scientific.

;~~~~~

TeachingI etc.
Engineers, Architects 56 1145 1201
Pbysicians, Chemists 13 196 209
Medical Doctors, Dentists 2 4 543 567
Nurses 72 2137 2209
Teachers 263 4338 4601
Draftsmen, Technicians 76 932 1008
Clerggm 183 348 531
Others -' 321 2033 - 2354

Sub Total 1263 3.1 11,672 8.4 129935 7.2

2. Manaemnt; Executives and
Clierical Staff-

Administrators, Executives 1334 586 1920
Managers , 135 1908 2043
Clerical Staff 6631 11079 172710 -

Sub Total 8100 20.2 13,573 9.7 21,673 12.1

3. Commerce
Wholesale and Retail
Workers 3620 4120 7740
Salesmen 3 1006 6477 7483 -

Sub Total 4626 11.5 10,597 7.6 15,223 8.5

4. Farmers, 1ishermen 754 1.9 2887 2.1 3641 2.0

5. Quarrying 191 0.5 862 0.6 1053 0.6

6. Transportation, Communication
Drivers 3937 1C,225 14,162
Post, T"%egraph, Telephone 89C 1765 2255
Others - 882 763 1645

Sub Total 5709 14.2 12,353 8.8 18,062 10.0

2/ Including lawyers, medical technicians, artists, writers, specialists in biology
agriculture, etc.

2/ Including bookeepers, cashiers, typists, clerks.
5/ Including brokers and middlemen.
1/ Including seamen, air pilots, crew, etc.
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Kuwaitis % Non-Kuwaitis % Total %

7. Artisans and Production
Workers

Construction Workers 565 11,099 11,664
Fitters, Tinemiths and

Plumbers 1,281 10,962 12,243
Carpenters 485 5,364 5,849
Electricians 486 5,000 5,1486
Tailors and Texttile Cutters 98 2,768 2,866
Painters 33 2,417 2,1450
Bakers and Butchers 104 2,242 2,346
Loading & Unloading Workers 104 986 1,090
Machine Operators 141 888 1,029
Printing Workers 183 438 621
Watchmakers, Jewellers and

Precious Equipment Workers 43 402 4145
Others 2,006 13,912 15,918

- - - - _

Sub Total 5,423 13.5 56,748 40.6 62,171 34.6

B. Services
, Watcmen 11,013 3,297 14,340

Guards, "Farashes" 1,887 10,616 12,503
Servants 1,005 11,480 12,485
Restaurant Workers 61 2,594 2,655
Laundry Workers 26 1,752 1,778
Others 78 1,199 1,277

Sub Total 14,100 35.1 30,938 22.2 45,038 25.0

9. Grand Total 40,166 100.0 139,630 100.0 179,796 100.0

Source - 1965 Genmsu



Table 17 - TECHNICAL AND COMMCIAL EDUCATION

1966/67 1967/68 1968/69 1969/70

Students

Technical College 649 773 830 853

Industrial Training Center -- 60 58W

Commercial Schools 410 452 537 370

Total 1059 1225 1427 1281

Teachers and Instructors

Technical Co"lege 133 165 193 202

Industrial Training Center -- 63/ O

Commercial Schools ,42 52 7

Total 175 210 251 265

1/ January 68 - January 69

/ March 69 - March 70. Another 60 were trained in March 70/March 71.

3/ I.L.0. experts.

Source: Ministry of Education and Minidry of Social Affairs and Labour.



Table 18 _ DISTRIDUTION OF STUDENTS BBTWEEN KUWAITIS AND NON-KUWAITIS

19631/64 1964/65 1965/66 1966167 1967168 1968/69 1969/70

1. Primary Education

Kuwaitis 28,733 32,O99 35,309 37.774 39,861 38,408 39,324

Non-Kuwaitis 10.824 12.o32 14,2.53 14.213 i4.167 15,469 l2,2u

Total 39,557 44,131 49,562 51.987 54,028 54,377 54,418

% Kuwaitis in Total 72.6 72.7 71.2 72.7 73.8 71.7 72.3

2. Intermediate Education

Kuwaitis 11,546 13,019 16,121 19,927 22,647 25,298 27,667

Non-Kuwaitis 5.174 5.982 7.489 8,097 10.570 13.407 1S 370

Total 16,720 19,006 23,610 28,024 33,217 38,705 43,037

% Kuwaitis in Total 69.1 68.5 68.3 71.1 68.2 65.4 64.3

3. Secondary Education

Kuwaitis 2,121 2,437 2,921 3,512 4,515 5,620 7,319

Non-Kuwaitis 1.971 2,386 2,963 3,429 ,276 4,982 6,104

Total 4,092 4,823 5,884 6,941 8,791 10,602 13,423

% Kuwaitis in Total 51.8 50.5 49.6 50.6 51.4 53.0 54.5

4. Total (1 2 i 3)

Kuwaitis 42,400 47,555 54,351 61,213 67,023 69,886 74,310

Non-Kuwaitis 17.969 20.405 24,705 25.739 29,0l3 33,858 36,568

Total1/ 60,369 67,960 79,056 86,952 96,036 103,744 110,878

5. % Kuwaitis in Totel 70,2 70.0 68.7 70.4 69.8 67.4 67.0

p sXi n -rta ..t, l. LLicql colleg and other special schools -- when including those categories, the
eroen a e of Kuw4' is was 73.7% in 1967/ 84 71.65, in 1968/69. As reprds teachers, the number of Kuwaiti

teachers was 18. 1, total teachers in 1969/70 against 14.5A in 1968/69.

Souroe: Ministry of Eduoation

_ _#___ _ __9___ __ _ _ _ ___ ~~~~~~~~~~~~.- _ - _..._4 __* 



Table 19 - EDUCATION STATISTICS: NUMBER OF STUDENTS, SCHOOLS ANI) CLASSES

1961/62 1962/63 1963/64 1964/65 1965/66 1966/67 1967/68 1968/69 1969/70

Students

- government schools 51,090 59,551 70,108 79,122 91,788 101,728 112,021 120,550 129,045

- private schools 1 3,501 5,018 6,954 7.188 8.686 11,484 15,020 20.4o01 25,260

Total 54,591 64,569 77,062 86,310 100,474 113,212 127,071 140,951 154,305

% of total population / 17.0 21.5 21.0

Teachers
- government schools 2,551 2941 3,589 4,215 5,036 5,668 6,395 7,317 8,219

- private schools 193 220 263 362 386 1479 635 892 _1109

Total 2,744 3,161 3,852 4,577 5,422 6,147 7,030 8,209 9,328

Number of Students by Education
Stage (government schools)

- Kindergarten 5,782 6,614 8,029 8,806 9,759 11,125 11,392 11,902 12,842

- primary education 29,293 33,895 39,5'7 T 44,131 49,562 51,987 54,028 54,377 54,418

- intermediate education 11,408 13,728 16,720 14,006 23,61b 28,0214 33,217 38,705 43,037

- secondary education 2,7570 3,519 4,092 4,823 5,884 6,941 8,791 10,602 13,423

- teacher training ( 420 680 1,i414 1,750 2,384 2,477 2,547

- others 3/ 1,850 (1E795 1,290 -1676 1.829 1.901 2.209 2.487 2.7T8

Total 51,090 59,551 70,108 79,122 91,788 101,728 112,021 120,550 129,0o45

umber of Schools 90 108 125 145 176 178 195 212 224

Number of Classes 1,600 1,844 2,120 2,470 2,878 3,201 3,504 3,987 4,280

Government Current Expenditures
on Education (million Kuvi.ti 11.4 11.7 12.0 14.4 16.7 20.8 24.8 27.4 30,14
Dinars)

1/ Excluding private and foreign institutes.
It On the basis or censuses conducted in 1961, 1965 ana 1970.
/ Religious institute, institute of special education, technical college, fine arts college, commercial studies

institute - university students are excluded.
! Capital expenditures on education amouted to bout KD 10 million in 1969/70.

Source: Ministry of Education-



-Table 20 - UNIVERSITY STUDENTS WITH B.A. AMD B.S; JAEGBEES

K u w a i t V n i v e r si ty P o-r e i g n U n i v e r s i t i e s
Engin- GRAND

Boonomics ftsiness Sciences Others Total Economics Business Sciences eering Others Total TOTAL

1965 - 3 2 7 7 34 53 53
1966 - - _ _ _ 10 9 7 9 33 68 68
1967 - - - - - 14 15 16 14 64 123 123
1968 - - - - - 29 28 29 19 82 187 187
1969 - - - - 19 32 31 24 107 213 213
1970 - - 50 214 264 72 73 106 78 94 423 68V
1971 62 34 37 304 437 38 35 34 85 24 216 653
1972 53 69 51 215 388 10 9 21 65 25 130 518
1973 91 75 75 264 505 18 18 28 45 26 135 640
1974 132 125 105 351 715 8 68 23 154 40 293 1006
1975 na na na na na 10 - 65 9 1 85 na

Nota: 1) The Kuwait University which started enrolling students in 1965/66 produced its first
BA and BS graduates in 1970.

2) The number of prospective graduates for future years is based on present enrollment
(1713 students at Kuwait University in 1969/70) in Kuwait and in foreign universities.
The effective number of BS and BA degrees is then likely to be somewhat lower.

Source: Planning Board



Table 21 - HEALTH STATISTICS - PUBLIC SECTOR

1949 1953 1957 1962 1963 1964 1965 1966 1967 _168 1960°

Hospitals, Clinics and Health Centers

Hospitals-A 2 4 7 12 12 12 lo 12 12 12 12

Clinic s 2 9 26 51 57 63 74 76 76 75 75

School Health Clinics 23 41 74 118 130 150 150 170 195 185 203

Health Centers V - 1 7 15 22 22 22 22 22 22 22'

N'amber of Hospital Beds na na na na na 2613 2745k" 2914 3300 3381 3505

M?ciccal Staff

Physicians and Dentists 4 46 145 316 390 390 450 468 490 520 527

Pharmacists 1 5 27 46 55 63 68 66 70 72 74

Other lAedical Staff5i 25 253 1007 1953 2139 2366 2540 2574 2753 2846 3043

Number of lgabitants per 1425 1017 1039 1391
Phs ica iaja'-

J Including 2 sanatoria built in 1953.

/ Including dental clinios.

/ Including mother and child care centers.

Al I.e. 5.9 beds per looo population in 1965 and 4.8 beds per 1000 population in 1969 (based on 1970
oensus). This compares with 9.2 beds in the United States and 10.8 beds in the United Kingdom(year 1960).

/ Includes nurses, dental technicians, laboratory technicians, radiographers, health assistants and
inspectors, veterinarians, etc.

§/ Excluding private physicians.^

* .1Y-1L



Table 22 - HEALTH STATISTICS - PRIVAT1I SECTOR

1966 1967 1968 1969

Hospitals 7 8 5 6

Numbor of Beds 384 384 300 339

Physicians and Dentists 140 135 136 173

Pharmacists 23 33 66 83

Other Medical Staff 187 321 4u2 456

Source: Iiinistry of Public Health

t 



Table 23 - TOmAL aoVERMrENT RECEIPTS AND EXPENDITURES

(in millions of Kuwaiti Dinars)

1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 1966/67 1967/68 1968/69 1969/7W11970/712/

A. Total Receipts 173.9 180.8 189.8 207.4 222.2 244.8 251.2 287.8 268.3 315.0 319.4

S. Total Expenditures 135.1 161.7 165.2 176.3 182.2 241.5 286.5 324.0 263.7 274.9 314.2

Deficit 38.8 19.1 24.6 31.1 40.0 3.3 -35.3 -36.2 4.6 40.1 5.2

j/ Revised budget estimates
B Budget estimates

Source: Ministry of Finance and Oil



T-able 24~ - aoovkoe RME~IP?S AND --- NDrIVMR

(in millio'ns of Kuwalti dinars)

1964/65 1965/66 1966/67 1967/68 19.68/69 1969/70 1970/71
Revised Budget
Budget Estimates

_______ _______ ______ ~~~Estimates _ _ _ _

A. Total ReceiptsWi 222.2 244.8 251.2 .287.826. 315.0 31.

1. Oil Receiptsa' 206.2 225.3 231.7 26,14 2j. 291.8 293.9

2. Customs and Port Duties 5.3 5.8 6.7 6.4 8.4 9.9 26.4

3. Public Utilities and Misc*.2/ 10.7 13.7 12.8 18.3 1.6.9 13.3

B. Total ExvendituresgV 182.2 241.5 286.5 324.0 263.7 2731~4.2

1. Current Expenditures 109.2 124.2 129.1 143.3 i60.4 175.0 188.9

2. Construction Expeniditures 28.0 21.4 47.1 52.8 36.7 40.5 50.8

3. Expenditures under L-and
Acqui-sition Program 45.0 79.2 95.0 62.0 17.0 9.6 25.0

4. Foreign AssistanceV ~ --- 16.7 15.3 65.9 49.6 149.8 49.5

C. §2uusorDeicit 40.0 3., -35.3 -36.2 4.6 40.1 5.2

(closing accounts)

)/Excluding Investment Income,
~/Income tax and royalties from oil companies.

2/includes income from services (transport, electricity, water, justice, health, housing), income

from industrial establishments, fees on transfer of property, income tax paid by others

(excluding oil companies) and Bales of state land and property.

j/Excluding financial contributions from reserves to domestic, public and private corpor'ations.

Including direct government transfers but excluding government and KFAUD loans.

Source: Ministry of Finance and Oil and Central Bank



Table 25 - KUWAIT OFFICIAL F(IfEIGN ASSISTANCE

(in KD millions)

1/ t/1964/65 1965/66 1966/67 1967/66 1968/69 1969/70- 1970/71-

1. Government's Foreign Assistance 38.2 40.1 20.8 61.8 46.0 46.8 446.5

Transfers --- 16.7 15.3 65.9 49.1 50.1 49.8

Khartoum Agreement (---) (---) (---2 (35.0) (W47.1) (48.0) (47.5)

Others --- 16.7 (15.3) (30.9) (2.0) (2.1) (2.3)

Lomns (net) 38.2 23.4 5.5 -4.1 -3.1 -3.3 -3.3

2. KFAND's Loan Disbursements (net) 5.7 13.3 6.o 5.2 5.7 4.7 5.5

3. Total 439 67.0 51. 7 52,0

4. Gross National Product 542.0 591.0 682.0 734.0 793.0 840.0 890.02/

5. % Foreign Assistance in Gross
National Product 8.1 9.0 3.9 9.1 6.5 6,1 5.8

1 / Budget es+tiat6s
7/ Source: Planning Board, Dhe Kuwait lonoW 1969/70, page 68.

Source: Nilnistry of Fnance and Oil and KFAED Annual Reports.



Table 26 - TOTAL ASSETS AND DOMESTIC LOANS AND SREUOLDINGS

OF CMMCIAL BANKS, INVST COANIES AMD GOVERENT

INKWAT, 1970

Total Local Local
Assets Assets Credit Shares

(i Dmillos)
Commercial Banks (12/31/69)

Naticnal Bank 295

Commercial Bank 112

Alahli Bank 91

Gulf Bank 81

Bank of the Middle East 63

Total 6142 191

Savings and Credit Bank (3/31/70) 54 28 *

Investment Comnpanies

Kuwait Investment Compay 27

Kuwait Foreign Trading, Contract-
ing and Investment CoMpW 14

Total 41 --- *

Kuwait Fund for Arab Economic
Development (i1/70) 89

Central Bank (3/31/70) 71 --- ___

Ministry of Finance and Oil (3/31/70) 5149** 15 40

Total 1,446 264 141

Source: Annual Report
ED 250,pOO

** Goverment Reserve Account



Table 27 - Savins and Credit Bank

Liabilities and Assets (1967-1970)

(March 31) 1967 1968 1969 1970
Liabilities (in KD nnllions)

Capital and Reserves 22.0 22.4 24.9 28.4

Loan from Orphans Dept. - 12.0 12.0 12.0

Savings Deposits 2.4 4.7 4.7 6.4

Other Deposits - 1.6 7.9 4.6

Other Liabilities .6 2.1 3.7 2.5

Total 25.0 42.9 53.1 53.9

Assets

Real Estate Loans 16.0 20.3 22.3 25.3

Low Inoome Housing Project - 1.3 4.9 1.3

Social and Civil Servant
Loams .4 .5 .6 .8

Agricultural Loans .2 .1 .1 .1

Industrial Loans 1.5 1.6 1.6 1.5

Fixed Deposits 4.8 17.7 21.8 22.2

Other Assets 2.2 1.5 1.8 2.7

Total 25.0 42.9 53.1 53.9

Note; Totals may not add due to rounding.

Source: Central Bank of Kuwait, Virat Annuial Report, 1970



Table 28 - Savngs and Credit Barik

Loan aEprovals and Disbursements (1962-1971)

Aptprovals
Year Naffber Amount Amount Disbursed

1962/1963 18 371 ,940 288,840

1963/1964 18 286,800 215,650

1964J/1965 24 936,250 461,0o2

1965/1966 44 187,000 250,377

1966/1967 8 699,100 46o,o8o

1967/1968 2 567,622 567,622

1968/1969 9 135,000 457,000

1969/1970 1 15,000 441,000

1970/1971 1 50,000 55,500

Source, Credit and Sa-inp BankI

I.



Table 29 - COMmERCIAL BANKS ASSETSj 1965-1970

(March 31) 1965 1966 1967 I2 1969 1970

(in KD millions)

Advances and Discounts to *
Residents 65 79 18 60 89 ,0

Central Accounts 48 58 79 92 128 128

Advances and Discounts to
Non-Residents n.a. n.a. 47 43 55 59

Foreign Assets 173 193 260 258 323 351

Other 7 7 14 14 6 21

Total Assets 293 337 448 467 601 629

Includes Advances and Discounts to Non-Residents

Source: Central Ban, First Annual Report



Table 30 - Kuwait Foreign Trading, Contracting and I:nvestment Compaiw (KFTCIC)

Liabilities and Assets - 1966-1969

1966 1967 1968 1969
(in KD milions)

Liabilities

Capital and Reserves 10.7 11.2 12.0 12.8

Other .8 .1 1.8 1.0

Total 11.5 i 1.3 131

Assets

a .3 .5 .6 .6

Debentues * .6 1.0 3.9

Loars and Promissor7
Notes 6.1 7.7 10.1 5.0

Time Deposits 3.8 1.1 - .7

Current Bank Accounts 1.0 .9 1.1 2.l

Other .2 .6 .9 1.1

Total TTU 113 T.

* .less tha 100,000

Note: Totals mv not add due to rounding

Sourme: Central Bank of Kuwait, First Annual Report, 1970



Table 31 - Xuwait Investment Conpa_ (KIC) 1963-1969

Liabilities and Assets

1963 1964 1965 1966 1967 1968 1969

Liabilities (in KD millions)

Capital & Reserves 7.6 7.8 8.3 8.2 8.5 8.8 9.0

Deposits * 8.9 14.6 15.7 19.6 22.2 14.7

Otlher 1.1 1.6 1.8 3.0 2.0 3.7 3d4
i _~~~. - - - -

Total 8.8 18.3 24.6 26.9 30.2 34.6 27.2

Assets

Direct Investments .8 .8 1.3 2.3 2.7 2.9 2.8

Securities 5.9 4.2 2.7 3.5 4.2 6.1 6.1

Treasuwr Bill and
promissory notes .6 1.2 1.6 2.1 1.8 2.6 2.4

Medium-term Loans .2 .5 .6 7.3 8.5 8.6 9.5

Deposits .8 11.2 17.9 1Oe 9.3 4.7 5.2

Cash on Hand .2 .1 .1 .1 2.6 8.8 .2
anid in Bank

Other .2 .3 .5 .7 1.0 .9 .9

Total 8.8 18.3 24.6 26.9 30.2 3)4o6 27.2

* Less than 100,000

Note: Totals may not add aue to rounding

Source: Central Bank of Kuwait, F1rst Anual Report, 1970



7Tble 32 - KWAIT FUND FR ARAB lCONC(MIC DE:MPRNT

1(1962-197Q I

atab3lihsd: 1961 Technical Staff: 10 (1971)

1962/3 196K4 19614/ 1965/6 1966/7 1967/8 1968/9 1969/70

Paid uL Capital

and serves 15.4 28.2 57.2 70.0 79.2 79.6 83.8 88.9

Loans Authorized

No: 4.0 2.0 2.0 1.0 4.o 3.0 2.0 1.0
kmou.ts .8 5.0 15.8 24.0 30.0 35.2 140.9 45.6

.Loan Pepqxmenta ^ -- -- .2 .7 1.8 4.1 6.2

Inteet rmlOa -- .1 .3 .8 1.1 1.3 1.5 1.6

Other Ineome .8 1.9 3.0 3.4 3.1 3.0 3.5

Salary Mxnditure .014 .07 .09 .11 .15 .16 .17 .18

Total O~rtn
Expenditurte .06 .12 .16 .24 .27 .27 .35 .59

Net Income .4 .8 2.0 3.6 4.2 4.1 4.2 4.5

_ w~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~



Table 33 - IIISPALLED PO(fER CAPACITY AND IAXIIWl!h DEWD

(megawatts)

Installed Maximum
Capacity Power Demand

1962 16o 99

1963 160 120

1964 16o 150

1965 230 193

1966 300 254

1967 370 315

1968 370 370

1969 560 t/ 471

1970 560 516

1971 1096 n. e.

1975 (forecast) 1500 1500

1977 (forecast) 2200 2200

1980 (forecast) 32uO 3000

j Excluding 50 MI standby gas turbines for peak load.

Source: Miinistry of Electricity and Water

i

i'



Table 31 - KUWAITt S WALL & MEDIUM SCALE INDUSTRIES
(As on December 31, 1969)

Number of Type of Industry Value of Number Value of
Establish- Machinery & of Production
ments _ Equipnent- Employees

K.D. K.D.

Food Manufacturing_Industries 4749220 3336 12021375

10 Manufacture of dairy products 474515 451 1254971

4 Canning and preserving of fish 3480839 1760 3265403

2 Manufacture of grain mill products 155157 165 4312755

52 Manufacture of Bakery Products 75545 553 1515281

14 Manufacture of Confectionaries 60965 171 422767

IC Manufacture of Ice 406670 147 444241

5 Manufacture of Animal Feeding Stuffs 93387 85 771153

1 Manufacture of Miscellaneous 2142 4 34804
Food Preparations

Beverage Industries 1075687 1359 3097870

5 Manufacture of Carbonated Soft Drinks 913687 1247 2851366

1 Manufacture of Other Soft Drinks 1620C0 112 2465014
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Number of Type of Industry Value of Number Value of

Establish- Machinery & of Production

ments - Equipment 1L>ployees

X.D, K.D.

Manufacture of Textiles 14000 13 12240

1 Carding Worn Clothes 14000 13 12240

Manufacture of Wearing Apparel 5795 117 14C128

and Made-up Textile Goods - -

1 Manufacture of Wearing Apparel 5c00o 8 n.a.

11 Manufacture of Tents 795 39 140128

Manufacture of Furniture and Fixtures 935806 817.1380

88 Manufacture of Furniture 495504 1248 534 206C

100 Manufacture of Windows, Doors and 44G3C2 lC89 281932C

Other Fixtures

Manufacture of Paper Pulp Products 216378 92 21068C

1 Manufacture of Paper Bags 150204 57 2C700

2 Manufar-ture of Articles of Pulp, 66174 35 18996C

Paper and Paperboard

Printing, Publishing and Allied Industries 677594 712 15?C582

6 Printing, Lithographing and Publishirg 464121 h26 °C9671

Newspapers and Magazines

.* . ~~~~~4.
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Number of Type of Industry Value of Number Value of
Establish- Machinery & of Production
ments Equipment Employees __ _

K.D. K.D.

Printing, Publishing and Allied Industries
(continued)

18 Commercial Printing 213046 284 658511

1 Other Printing Allied Industries 427 2 240CI

Manufacture of Leather and Leather 6130 6 10853
Products

1 Leather and Leather Products 6130 6 10853

Manufacture of Chemicals and Chemical 617400 240 2274259
Products

3 Manufacture of Industrial Gases 270816 97 453229

3 Manuracture of Paints 25612 73 652598

5 Manufacture of Miscellaneous 320972 102 1168432
Chemical Products

MXw*facture of Products of Petroleum 921000 538 1150500

9 Manufacture of Asphalt Paving & Roofing 820000 456 748500

1 Bottling of Butane Gas 101000 82 402000



- 46

Number of Type of Industry Value of Number Value ofEstablish- Machinery & of Production
e_ts _ Equipment Eknployees

K.D. K.D.

Manufacture of Non-Metallic Mineral 2810367 3564 7691346
Products

32 Nanufacture of Bricks 562512 985 1902410

64 Manufacture of Tiles 448516 1519 2111780

1 Manufacture of Asbestos Pipes 638578 245 850coo

7 Marble Slabs Manufacture 299488 210 1097C78

3 Manufacture of Insulating Materials 65000 37 152366

3 Manufacture of Non-Metallic Mineral 814673 539 1577712
Products not elsewhere classified

Manufacture of Metal Products 1042109 1742 3299495

27 Metals Tuming 273764 156 215787

36 Blaoksmithy 95921 693 978892

1 Household Utensils (Copper & Aluminum) 1750 7 30000

1 Steel Pipes 458C21 124 545400

18 Other Metal Products 212653 762 1529h16
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Number of Type of Industry Value of Number Value of
Establish- Machinery & of Production
ments _Equipment Employees

K.D. K.D.

Manufacture of Electr3cal 66579 182 424317
-Appliances and Supplies

5 Manufacture of Electrical Appliances 59464 160 354825

3 Manufacture of Allied Electrical Supplies 8115 22 69492

Manufacture of Transport Equipment 37960 81 268921

6 Retreading of Tires 30223 31 175921

2 Ship and Boat Building 7737 50 93000

Manufacturing Industries 132150 26 116393
not elsewhere classified

1 Hand-Made Baskets 150 1 1393

2 Other Manufacturing Industries 132000 25 115000

GRAND TOTAL MANUFACTURING INDUSTRIES



Table 35 - FIZANCIAL POSITION OF INDUSTRIAL SHAREHOLDING COMPANIES WITH GOVERNMENT PARTICIPATION

(as of 31st December 1970)
(in thousand Kuwaiti Dinars)

Average Accumulated
Annual Profit

Paid Up Government Government Fixed Sales or Loss
Date Founded Capital Share Loans Reserves Assets 196-70 (1967-70)

Kuwait National Petroleum
Company (KNPC) Oct. 1960 15,000 9,000 25,000 5,426 i 49,7611/ 13,11511/ 3,6103.

Kuwait Petrochemicals Co. (PIC) Oct. 19632/ 16,000 12,8 0 / _ _ - -- _

Kuwait Chemical Fertilizer Co. 21
(jCcFC) lMar. 1964 6,000 2,880 -/ 6,000 -- 7,003' 3,1591/ -7,254-

Kuwait National Industries Co. Dec. 1960 128,08- 918 1,250 1,044 ',469 2,07 V 1,613

Kuwait Metal Pipes Co. Nov. 1966 1,1257" 320 -- -- 567 6749/ 154

Kuwait Prefabricated Buildings Co.Sept.1964 7502/ 500 -- 11 589 n.a. 293

Kuwait Asbestos Industries Co. Nov. 1960 330/ -- 111 661 853 406

Kuwait Cement Oct. 1968 1,500 50X - -- 149 -- --

Kuhait Flour Mills Co. Oct. 1961 2,000 1.000 -- 2.290 2.559 263 3271

4§5,039 28,248 32,250 8,882 62,758 23,142 2,093

1/ Data for 1970 not available.
2/ Government owns about 80% of Kuwait Petrochemicals Co. The latter owns in turn 60% of Kuwait Chemical Fertilizer Co.

(KOFO) i.e. indirect Government share is 48%.
3/ Under construction in 1970.
/ Original Govemment skare. In 1971 Government purchased all shares from private shareholders, i.e. becoming 100% owner.

J/ Original capital was KD 1.5 million, raised to ID 1.8 million in 1969.
6/ Includes sales of the 3 factories owned by the compary (cement products, sand lime bricks, Ahmadi quarry).
7/ Government share in the conmpcan is through the participation of the National Industries Co.
1/ Average annual sales in 1969 and 1970.
i/ Government share through National Industries Co. (33%), KIC and Credit and Savings Bantc.

/ Original capital was KD 720,000 until 1970.
t/ Government share through National Industries Co. (33%), KIC and Credit Savings Bank.
T/ Government share through National Industries (3r1) - Project under construction.

Sources Ministry of Commerce and Industry and Central Bank of Kuwait.



Table 36 - GOVERMNT PARTICIPATION IN KUWAIT JOnT STOCK COMPANIES (NoN iNDuSTRIAL)

Date of
Establishment Share Capital Government Share Government Share

(million KD) % (million KD)

Kuwait Investment Jan. 1962 7.50 50 3.75
Kuwait Foreign Trading, Contracting

and Investment Dec. 1964 10.00-' 98.7 9.87
Kuwait Transport Feb. 1962 2.00 50.0 1.00
Kuwait Hotels Sept. 1962 2.00 49 0.98
Kuwait Shipping Comp 2/ May 1965 6.o00- 7 4.51

Total 27.50 73.1/ 20.11

1/ Capital decreased from KD 20 million to KD 10 million in 1970.
2 Two subsidiaries are Kuwait Shipping Agency (100% KSC) and Air Trans (64% KSC and 30% Kuwait Airways).
3 Capital raised from KD 3 million to KD 6 million in 1971.
4/ This compares with an average percentage of 62% for industrial joint stock companies.

Source: Ministry of Finance and Oil



Table 37 - INDUSTRIAL PROJECTS LICENSED BY THE INDUSTRIAL DEVELOPMENT
BOARD COMMITTEE AND STATUS OF PROJECTS

(1965 - 1st quarter 1971)

…--- - - - - - ___________________________-_____----------

Estimated
Number Capital Cost

I. Projects Licensed

1965 2 190,000

1966 12 1,310,000

1967 24 2,761,99i

1968 34 37,383,590-

1969 17 2,062,984

1970 22 4,532,656

1971 (lst quarter) 9 398.000

Total 126 48,645,221

II. Status of Projects

Started production 52 3,648,091
l/

Under implementation 32 36,961,390-

Sub-total 84 40,609,481

Cancelled 22 4,328,400

Extended 3 months-/ 19 2,260,840

Preliminary licence 1 446,5o00'

Total 126 48,645,221

Ratio of ongoing projects to licence 66.7% 854%

l/ Of which KD 30 million for Petrochemical Industries(fertilizers)

2/ Licence extended 3 months because of speciallroblems. These projects are
reported to be generally unlikely to be implemented.

3/ Jute bag factory. Preliminary licence given in 1970.

4/ This ratio becomes 62% when excluding the exceptionally large Petrochemical
Industries project.

Source: Ministry of Commerce and Industry



Table 38 - EXEMPTION FROM CUSTOMS DUTIES GRANTED TO INDUSTRIAL FIRMS (1967-1970)

Total Value of Value of % of ExemptionNumber of Firms Value of Exempted Goods Exempted Goods Exemption on Total ValueMachinery Raw Materials
and and

Equipment Spare Parts Packing Materials

1967 14 1,268,715 288,954 2,950,361 4,508,030 180,324 4.0
1968 26 2,509,957 2,890,909 4,981,092 10,38l,95 &V 415,277 4.0

1969 42 9,860, 4652/ 2,819,550 10,746,300 23,426,3153/ 937,051 4.0

1970 45 7,218,069 594,140 4,106,601 11,918,810W 476,.912 4.0

Total 127 20,857,206 6,593,553 22,784,354 50,235,1135/ 2 , 009 ,5 6104 4.0

1/ Of which KD 2,880,000 to Kuwait Fertilizer Company and KD 5 million to KNPC oil refinery.

2/ Of which KD 3,638,500 to KNPC for expansion.

3/ Of which KU 10.8 million to Petrochemical Industries Company (fertilizers) and KD 4.8 million toKuwait Fertilizer Company.

4/ Of which KD 2.4 million to KNPC and KD 9.7 million to Petrochemical Company.

5/ Of which KNPC, KCFC and Petrochemical Industries, KD 39.2 million.

6/ Of which KD 1,568,000 for KNPC, KCFC and Petrochemical Industries.

Source: Ministry of Commerce and Industry.

a 
4 0 4



Table 39 - Manufacturing Industries Sub ect to 10-15% Duty Protection

1. Biscuits, macaroni

2. Cement tiles (excluding ceramic tiles)

3. Marble (except blocks)

4. Wooden doors

5. Wooden furniture and all wooden products

6. Damp-proof bitumen felts

7. Paints (except navy and industrial paints)

8. Industrial sponges

9. Cast iron products

10. Aluminum products (fixtures, windows, doors)

11. Plastic products

12. Aerosol products (insect killers, spray, refresheners)

13. Metal furniture

14. Metal scrapers (for kitchen use)

15. Paper rollers

Source: Ministry of Commerce and Industry



Table lc - SMUAIBA INDUSTRIAL AMEA

Location 50I kilometers, South of Kuwait

Date of Est.ablishment : 1964 (beginning of work)

Administration : Shuaiba Area Authority, under the supervision
of Ministry of Finance and Oil

Area of the Site : 8.3 mlllion square meters

of which: 1) present land utilization:

Power and Water Desalination 19.9%
KNPC Oil Refinery 12.6%
Roads 11.3%
Administrative buildings 5.7%
P'trochemical industries (PIC) 3.3%
K&FC fertilizer industries 1.9%
Cement factory 1.8%
Dresser Company (drilling mud) 0.7%
Kremenco Company (maintenance services) O.2f

Total utilized 57.4%

2) available for new industries 42.6%

TOTAL 100.0%

Services - cooling seawater intake supply 6 fils/1000 gallons
- fresh water supply 250 fils/1000 gallons
- electricity supply 1 fils/kvh
- natural gas supply 14 fils/1000 cu. ft.
- comercial harbor, barge harbor, oil pier
- roads and sewage

Cost of Project KD Million
Industrial area (mainly roads & drainage) 2.27
Gas system 1.91
Cooling water - Stage 1 1.83
Cooling water - Stage 2 1/ 3.90
Commercial and barge harbors 4.05
Oil pier 2.18
Floating equipment 0.60

Annual Cost Estimate for One Square Meter?'
On basis of total area for exploitation

(6.3 million sq. meters) 28.5 fils
On basis of area allocated to industries
(5.3 million sq. meters) 33.5 fils

On basis of area actually occupied
by the industries (1.7 million sq. meters) 102.4 fils

Present annual rent per square meter 50.0 fils

1/ under execution - expenses so far: KD 2.47 million.
P on the basis of fixed and variable annual expenditulres of KD 178,417.

source: Shuaiba Area Authority


