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I. Petroleum 

1. Introduction 

Petroleum is Kuwait's principal  natural  resource and the  mainstay of 
its  economy,  accounting  in 1980 for over two thirds of GDP at current 
prices,  about  three  fourths of government  revenues,  and  nine  tenths o f  
export  earnings-  Government  spending at levels  made  possible  by  oil 
receipts  provides  the  basis  for  most  activity  in  the  non-oil  economy. 
In 1980  Kuwait  accounted  for 2.7 per  cent of world  oil  output  and 6 per 
cent of the  output of the Organization of Petroleum  Exporting  Countries 
(OPEC). Kuwait's proven oil reserves (68 billion  barrels)  are  estimated 
to be the  second  largest  in  the  world  (after  Saudi  Arabia)  and  account 
for 10 per  cent of the  world  total.  1/ At recent  production  levela, 
they are  expected  to  last at least a-century and  a  half 

Among the  principal featclres of recent  petroleum-related  developments 
in Kuwait  have  been  the  consolidation  of the state'a operation8  in  the 
sector under  one  umbrella  corporation, a substantially  increarcd  utili- 
zation of previously  flared  natural  gas,  and  the  upeurge  in  oil  prices 
during  1979-early 1981 and  their  subsequent  caaing.  There war also a 
brief  upturn in Kuwait's o i l  output  followed by a  marked  resumption of 
the  longer-term  downtrend  evident  mince 1973. In addition, Kuwait has 
begun  undertaking  widespread  investments in the  petroleum  sector,  both 
domestically  and abroad. 

2. Institutional  developments 

During 1980 the  newly  established  Kuwait  Petroleum  Corporation (KPC) 
assumed responsibility  for  virtually a l l  aspect8 of the atate'8 o i l  and 
gas  operations  and  investments.  Established  by  law  in  January 1980, KPC 
became  fully  operational  by  midyear,  absorbing  as  subridiarics four 
wholly  state-owned  but  autonomous  enterprircs--the  Kuwait O i l  Coapeny 
(KOC), the  Kuwait National Petroleum  Company (KNPC), the Kuwait  Oil 
Tankers  Company (KOTC), and  the  Petrochemical  Indurtrier  Company (PIC). 
The  value of their  capital,  ae  reassessed  at  the  end of 1978, became the 
paid-in  portion  of KPCls authorized  capital (100 per  cent  state-owned) of 
KD 1.0 billion, along vith  the state's shares  in  other  enterpriser in the 
sector.  The  four  subsidiaries'  legal  identities  and  boards of directore 
have been retained,  and  they  are  alro  represented on K P C ' r  Board. Ulti- 
mate  responeibility  for  petroleum  policy,  however,  remains  with  the 
Supreme Petroleum  Council,  whose  members  include  the  Crown  Prince (who is 
Prime  Minister), and the  Ministers of Foreign  Affairs, of Finance  and 
Planning, of Oil,  and of Commerce  and  Industry,  as  well as the  Minister 
of State for Cabinet  Affairs. The Minister of Oil is ex af f i c io  Chairman 
of KPC. 

1/ Oil and Gas Journal,  December 29, 1981. The figure includes 
3 Fillion  barrels  for  Kuwait' s share of the  Divided Zone Official 
estimates are not available. 
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At# KPC war established with the aim of rtrrrdining activities and 
ainimiring duplication,  divisions  were  established -thin the corporation 
itself for  planning and ~ p r g a m u n t  and for markccinS,  with therm rtsponai- 
b i l i e i e s  and oarsoanel beinq taken from tha subridiarirs. KOC uas left  to 
concentrate on the oroduction or' crude o i l ,  gas, and gas l i q u i d s ,  and :LVC 
on refining. XOC has l o n g  produced Post  or' &wait's crude o i l ;  ber'ora 
state takeover during 1973-75  it was the operating company of the former 
concessiouairaa (British Petroleum and Gulf 011). fa April  1978 i t  also 
asrumad  coutrol of ibwriti onshore oil operations in the Divided Zona 
(where output is shared with  Saudi Arabia) from  the Wafrr Oil Coapany, 
known before n8tioarlit8tion in 1977 as the  American  Independent  Oil 
Company (Muoil). Operatioar  offshore in the  Divided  Zone  continue to 
be conducted by the Arabian  Oil  Company, in which Kuwait has a 30 per cent 
share, and Saudi Arabia and the Japan Petroleum  Trading  Company  (grouping 
some 60 firma) have the rest. KNPC, which  until 1975 had 40 par cent 
private  Kuwaiti  ownership,  operates  the country's most modern and efficient 
refinery, at Shuaiba, which  provides  products for thr local  market as well 
as f o r  export. In May 1978, it also assumed  reaponaibility for Wafra's 
export refinery at Mena Abdulla, which procesaea onshore  output from the 
Divided Zone. KNPC has intercasingly operated the two units jointly, 
exchanging  products to maximize yields. Operatioo of the couutry's third 
refinery, a relatively  obsolescent  one at: Mdiu Ahmadi, ha8 not yet been 
transferred from KOC to KNPC; nominally  the largest o f  the  three,  this 
export-oricnted plant ha8 actually  procaraed les8 crude oil than Shwiba 
i n  recent pears. 

Under  the  KPC  administration,  the  overreas  transport of crude  oil and 
products is the domain  of KOTC, in which  the mtata acquired  a 49 per cent 
share in 1975 and the  remaining S1 per cent in June 1979. PIC, whore chief 
operation is r urra-fertilizer complex, l a  becoming the nuclauo of a con- 
siderably  more  elrborate petrochedcal subrector (bee below). Meanvhile, 
mother sub8idi8ry of KPC, the hwai t  1ntsm.atioarl  Petroleum  fnveotment 
Company, va8 ortrblirhed in Augu8t 1980; vith  provision fot 30 par cent 
private await1 participation, thio company io to engage in refining, 
pettochamlc8~r, and product trrnrport  oparatiour outsid. Kuwajt. In April 
1981, KPC also s e t  up a wholly owned rubridlary, the  W a i t  doerrras 
Petroleum  Exploration Company, to engage in oversea6 oil exploration and 
production. 

Although  aubrtantirl  improvements in refining  and  petrochcmic81 
capacity are under way or planned (see below), 8 mignificrnt sttuctur81 
change hrs already b a c m  affectiva with the inauguration of KOC's g r o  
gathering scheme and the starting up o f  its n e w  natural gas liquid8 (NGL) 
plant over the course of 1979. This plant subet8ntially  increaaad Kuwait's 
output of liquefied petroleum gases (LPG, chiefly propane and butane) and 
natural gasol ine ,  for which  there  previoumlp vas only oue small unit- The 
remaining "lean" gas (stripped of there liquids) i o  passed an t o  power 
plants, petrochemical  indurtriss, and ocher umars. - l/ Eenca, the  project 

l/ NGL and LPG are not t o  be confured  vith liqurfied natural g8a (LX). 
Rozshly speaking LXG it "whole" gas (largely mathane) usually from 
o u t p u f  uot  rasociated with  oil  production, that is not ouly campressed 
but greatly refrigerated in plants  whose  coot8 far exceed thorm for NGL. 
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virtually eliminated (outside of the Divided Zone) the flaring of gas 
produced in association  with  crude 011. Most of the LPG output is 
exported,  while the natural  gasoline is blended with oil products in 
refineries or exported directly as naphtha. Designed  to  handle the gas 
corresponding to oil output of about 3 million  barrels per day (mbd), the 
new NGL plant can  theoretically  produce  almost 0.2 mbd (72 million barrels 
per year) of liquid gas, but with  oil  output  much lower and declining, it 
has  increasingly been operating  far  below capacity. Due to  the  high LPG 
prices realized in 1979  and  1980,  the  investments of aomc USS700 mxlllon 
in the gas collecting  system and of some USS300 million in the plant itself 
have  already beerr more than  recouped throcrgh additional  export receipts. 

3. Financial  arrangements and prices 

Since 197S, almost all of Kuwait's crude oil exports  have  been sold 
by the Government on the  basis of official (or government  sales)  prices 
related  to the OPEC "marker"  crude (Arabian Light 34O API, produced by 
Saudi Arabia).  Most refined  product6  are  also  sold on the basis of 
quotations posted by the Government,  although  theae  are not covered by 
decisions of the members of OPEC. The exceptions  to  this  system  have been 
Aminoil's equity  oil  until  1977  and  the AOC foreign partners' continuing 
equity share, for which Kuwait receives  royalties and taxes based o n  the 
formerly pervasive syotem of posted (tax  reference)  prices; as a  practical 
matter, the differences  are now small. 1/ In the  context of adjustable 
differentials  for  quality  and  location zllowed by OPEC dccimgonr , Kuwait ' 8  
main crude oil (now referred to as Kuwait Export 31O) has  traditionally 
been priced somewhat lower than the  marker  (typically by 50 U.S. cent. per 
barrel), since it is heavier and contains  more sulphur. In periods when 
a fully unified set of OPEC prices hae not been  agreed,  such as that from 
early  1979 to late 1981, Kuvait has tended t o  set its  official  prices 
toward, but not at, the  upper end of the  range  chosen by neighboring 
countries. 

With  the establishent of KPC i n  early  1980,  the  responsibility  for 
export sales shifted to it from the  Ministry of Oil. Financial proce- 
dures  governfng KPC'r marketing  operationa  were  codified in a decree 
issued  in  January 1981.  It provider  that KPC purchaser  crude oil f rom 
the  state at the  government  sales  price and buys  gas from it at a price 
indexed to  crude oils. 2/ KPC then  markets  the  crude oil, refined pro- 
ducts, and gas itself, deducting  production  costs and losrcr on dome8tic 
sales (at controlled prices well below  international  levels) from its 
payments to the GOverument. Essentially,  therefore, KPC'r income is 
derived  from  any premia it receives on of1  prices  above the goverument 

I 

1/  For details of the evolution from posted pricer to government  sales 
prrces as it affected Kuwait, see SM/80/146, pp. 7-9. 

2/ The initial, or bamc, gas price was KD 0.26 (about US$Oa95) per 
t h h a n d  cubic feet. This compares  with recent international  pipeline 
sales at prices of US$4-5 per thousand cubic feet-the decree  provides 
that the Kuwaiti gas price is to increase by the aamc percentage as any 
increase  in  the  official  crude oil price starting  February 1, 1981. 
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sales pr ice   and   the   excess ,   i f   any ,  of refined o i l  and gar l i q u i d s   e x p o r t  
p r i ces   ove r  coats. Government revenues,  in t u r n ,  now r e f l e c t   o n l y   c r u d e  
o i l  (and gas) s a l e s  ac o f f i c i a l  psices, lesa product ion costs  and local 
s u b s i d i e s  

Crude o r 1  p roduc t ion   ca s t s  have lot18 been Sower rn :Xuwait than  In 
most ocher councr ies ,  not only because of c l lnacc  but also Stcausa  s n i p s  
can be loaded by g r a v i t y  from tank farms a t  Ahmadi, t o  vhich =oat of the 
o i l f i e l d s  are connected by p ipe l ine .   Neve r the l e s s ,   e spec ia l ly  when 
averaged  over a d e c l i n i n g   o u t p u t   l e v e l ,   c o s t s  have a p p a r e n t l y   r i s e n  
coneiderably in the r ecen t  p a s t ;  assumptions  for  t he  1981/82  budget  put 
them a t  some USS0.65 p e r  brrrel, quadruple tha l e v e l   r e p o r t e d  a few yea r s  
earlier. Sharp riser in p r i c e s  of materials and services i n  the  s e c t o r  
are p a r t l y   r e s p o n s i b l e ,  along wi th  the  lower  output.  The rtsa also 
reflects, however, a po l i cy  o f  producing  tne older and more d i f f i c u l t  
wells first and s u b s t a n t i a l   e x p e n d i t u r e  on secondary  recovery  techniques 
f o r  the sake of  longcr-term  returna.  

During the  fou r   yea r s  after t he  1973-75 oil p r i c e  riaer Kuvai t ’ s  
o f f i c i a l   c r u d e   o i l   p r i c e s  remaiaed r e l a t i v e l y   r t a b l e  (Table I). The 
o f f i c i a l  price of Kuwait’s oil exports r o s e  by  about 20 p e r   c e n t   i n  
nominal terns from late 1974 t o  e a r l y  1978. In real tc- (as measured 
against   import  prices), it ended  the  period 10-15 per   cen t   be low  the  
la te  1974  level .  A sha rp  upward movement began i n   e a r l y  1979  aad con- 
t inued into 1980. The upeurge l a  1979-80 r e s u l t e d   f r o m   t i g h t   c o n d i t i o n r  
in i n t e r p a t i o r u l  oil markets  due t o   f e a r s  of shor t ages   8nd   i n secu r i ty  
of supply  following the p o l i t i c a l   e v e n t s  i n  I r a n .  1/ On a n  annual average 
baaia  (weighted by q u a r t e r l y   c r u d e  o i l  e x p o r t s )   K u c a i t ’ s   o f f i c i a l  o i l  
price rose  by SO per  c e n t  i n  1979 and another  61 p e r  c e n t  in 1980 
(Appendix Table 21). The rate of p r i c e   i n c r e a s e   d e c e l e r a t e d   d u r i n g  
t h e  l r r t e r   y e a r ,  however;  having  doubled  from t h e  end of 1978 t o  the end 
of 1979,  the price r o s e  by leas  than fourth  through mid-1980 rnd  then 
s t a b i l i z e d .  A f u r t h e r  US$4.00 p e r  barrel i n c r e a s e  a t  t he  beginning of 
1981  brought it t o  USS35.50 p e r   b a r r e l ,  in line with  an OPEC decision 
perrrnitting 8 “deemed” nmrker p r i c e  of up t o  US$36.00 p e r   b a r r e l ,  and it 
remained at  t h i s  1 e v e l ” a e ~ r l y   t h r e e  timer the p r i c e   o f  late 1978. 

Aa 1981 p r o g r e s s e d - u i t h   g l o b a l  o i l  demand r lackening ,   p tev iour  
indus t ry   s tockpi l ing   be ing   reversed ,   and  a supply  glut   em8rging-dowuvard 
pressure. on oil pr i ces   deve loped ,   e spec ia l ly   fo r  heavy i n d u r t r l a l   f u r l  
o i l  and   heavier   c rude   o i l s .   Spot   p t icea   genera l ly  f e l l  t o  b8lOW o f f i c i a l  
quo ta t loas  by t h e  second q u a r t e r  of 1981. At a specirl meeting i n  C8nev8 
i n  l a t e  October, the  members of OPEC aqrced t o  r eun i fy  t h e  marker p r i c e  
a t  US$34.00 p e r  barrel, and  Kuwait  subeequently  adjusted i t s  o f f i c i a l  
price t o  USS33.00 per b a r r e l   f o r  Noveabsr and December. Fu r the r  
a d J u s t m e n t s   i n   d i f f e r e n t i a l s  at the  rcmlar year-end  meeting i n  Abu Dhabi 

1/ A d e t a i l a d   d e r c r i p t i o n  o f  i n t r r n a t i o u a l  oil market condi t ioao  and 
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Table  1. Kuwait: Off ic ia l  Cruda O i l  Sale8 Price8 
And Credit Term, 1974-82 L/ 

ROC mabian O i l  Camoaav Ctrdic Terw 
Kuwait Export 310 Khafjr 28O Hout 35d  (lcoc) 

- 
(fa 0 , s .  dollar8 mr bartr l )  

10.36  10.29  10.51 1974 (end) 

1975 (end) 11.30  11.1s  11.50 

1976 
JanuAry 1 
June 1 

11.30 11.15 11 50 
11.23 11.0s 11.50 

60 
60 

1977 
January 1 
July 1 

60 
60 

12.37 
12.37 

12.24 12.69 
12. LO 12.69 

1978 
January 1 
October 1 

12.27 
12.22 

12.03 12.69 
12.03 12.69 

60 
60 

1979 
January 1 
F e b m r y  20 
A p r i l  1 
May 15 
July 1 
October 1 
Novede r 1 

12.83 
14.03 
15 .80  
16.40 
19.49 
21.43 
2s .so 

12.53 1- .33 
13.73 14.53 
15.46 16.34 
16.06 16.94 
19.19 19.99 
21.13 21.93 
25.20 26.00 

60 

60 
30 &/ 
30 

1980 
January 1 
May 1 
July 1 

1981 
sanu.ry 1 
November 1 

27 .SO 27.20 28 .oo 
29 .SO 29.20 30.00 
31.50 31.20 32.00 

30 

35.SO 35.20 36.00 
33.00 31.65 30.01 

30 
30 i/ 

1982 
January 1 32.30  31.03 34.01 30 

” Ptrccr Belrut, Petrolrun Intellrgance Weekly, N.Y., and Middle t a r t  Economic 
Survey, Nacosia. 

1/ Price8 rounded t o  nearest whole U.S. cent; KhafJr and Hout a re  urually quoted 
to-tenth8 of a U.S. cent.  Actual prices vary r lrght lp  with  rpecrf ic  gravity of 
l r f t  in##. - 2/ Effective Sepeamber 1, 1979. 

3 /  Tha indurtrp pter r  report4 offers an September 1981 t o  extend credit t o  60 
dayn tha t  math and 90 day0 t h e  next, but of f r c u l  announcamants s t a t e d  only 30 
days ita Novmbes. 



Trandr in rea l ized  prices f o r  crud. oil export8 hrvo d i f f e r a d  8om- 
W h r t  from thoma in Official P f i C I I ,  du. Wirily t O  PfWI t h a t #  i n i t i a l l y  
a t  lrart,  sbrorbad 80- of thr rxcarr of rpot mrbt  prier# ovar o f f i c i a l  
levair. bmplata dr ta i l r  of tharr contracts rra not  a v r i l r b l a ,  including 
when they f irat  rppearrd. hutract rrnawalr with B t i t i 8 h  P I t f O l w a ,  Gulf 
O i l ,  and Shall f o r  tha p@8r brginnniag i n  Apri l  1960, hOVaV8rr rntailrd 
very aubr t sn t i r l   raduct iona  i a  tha i r  baric p u r c h r r   v o l m a r  at  tha  o f f i c i a l  
price and a p r a m  of US$S.SO par b a r r e l  for additional aaounta. 2/ 
Sirnllrr, r l t h o u t h  not arcrrrarily idantical, c o a t r r c t r  ware aerrrd rpn 
with numarour other  buyarr.  Ertimtrd r t  US$S.50 par brtrrl on about 
60 par crat of crud. o i l  exportr (or USQ3.30 par barrrl on avaraga) during 
the l r r t  threr qurtrrr o f  1980 and a t  8imil.r l r v a l r  in tha f i r r t  thrra 
qurrtrrr of 1981, there p r d a  rrrultad i a  raalizrd export u a i t  vrluar 
conriderably highar  than gottarnmaat #alar pricrr in thrra parr (Appandix 
Table  21). Rear rapor t r   ind icafa  t h a t  pramla on soma coatractr wrra 
reduced and t h a t  m a t   c o n t r a c t 8   r x p i r r d  la  late 1981, 

k for refinad producer, off ic ial  data on export  vrlurr indicrtr th r t  
they expsrirncrd avan rtrongar price rirrs than crud@ oil in 1979, but 
lerrar onra in 1980 (Apprndir Tablo 21). Tharr product8 coariat i n  largr 
part of f u r l  oil ra thar   than  mor8 oalrublr products (rar brlow) rad i n  

oil, It rppaarr that product pricar braan t o  erra rarly i n  1981, rad APC 
reportedly  lowarad i t 8  q u o t r t l o a r   r u b a t a n t i a l l y  in Juna. Maanwhila, LPG 
price8 role by roughly 170 par cant during 1979 and e a r l y  1980 (Appandix 
Table 22), but d-nd r lackrnad   r taad i lp  thararftrr and pricar ware 
reduced gradurlly after mid-1980 a d  than wara cu t  0h.rplp during May 
1981; domwrtd  prrr8urar   coat inued  to  year sad, r a ~ u l t i n g  in 8 raduct ioo 
in propane pricer a f f e c t i v e  Dacrmber 1. 

#oft mrkatr their rVrr8ga prier t8lldr t o  f a l l  b d 0 W  th8 prier of C d a  

kvait'r credit t a m  on o i l  exports, which had barn 60 days (and in 
gome cam# 75 days) since 197S, vere shortenad t o  30 dayr i o  September 
1979. These t e r m  apparently apply t o  refined oil product8 and LPG, 88 
vel1 as t o  crude o i l .  A t  recent oil prices and U.S. d o l l a r  interest 

1/ W8w)lilr the o f f i c i a l  pr ice  of Khfji  280 (AOC'r principal crude 
oii)r uhich had usually tracked Uuwait &port closely,  vrr repor ted ly  
reduced by USS3.55 per bar re l  i n  late 1981 and by another US80.02 pat  
borrrl f o r  1982, la.., by mora than tha combinrd r rduc t loar  i n  o f f i c ia l  
price for Kutnit Erport. Marketing of tha state  sbrr of AOC output ,  
which wad f u l l y  takaa over by tha  Govrmmant in lata 1979, reportadly 
reoartrd t o  tha forrign partnor on tha  f0-r "buy back" barir at  official 
pricrr in mid-1981. 

2/ Thr fo-r rarvica fa. of lJS$O.l5 par barrel daductrd from ralas t o  
Brrtlrh Petrokrrm and Gulf u.8 r h o  elimiiutad a t  chi8 tima. 
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rates of up t o  20 p e r   c e n t ,  n month'a c red i t   has   been   wor th  over US$O.SO 
p e r  barrel to   the  buyer .   According t o  prerr  r e p o f t r ,  extrarionr of t h r  
c r e d i t   p e r i o d  t o  60-90 days were mooted i n  September and October of 1981, 
but   not   ch8nga8  in   pr ice  or o t h e r  t e r n ,  and .ppatentlp no COntr8Ctr were 
concluded on t h i r  brrir. With the   p r i ce   r aduc t ion r   fo l lowing  OPEC'r la te  
October  meeting, i t  war o f f i c i a l l p   r e a t a t e d   t h 8 t   c r e d i t  trrnr W8re 30 dryr. 
Other  marketing tarma i n c l u d e   t i z h t  rartrictionr OR d a r t i a r t i o n r  8nd 
resaler introduced  by Kuwait a l o n g   w i t h   o t h e r   o i l   e x p o r t i n g   c o u n t r i e r  i n  
l a te  1979, which  have  apparently  been  retained  through 1981, r long   w i th  
requi remanta   to  buy local bunker  fuel.  Buy8rr are g e n e r a l l y  a180 obl iged  
t o   u r e  Kuwaiti t anke r s  to  c a r r y   h a l f  of t h e i r  LPG and crude o i l   p u r c h a s e r ,  
and  the  proport ion for  crude oil h r r   r e c e n t l y  been ralred t o  70 per  cent. 

4. Production  aad  cxportr  

Kuwait 's  crude o i l  product ion  levels   have  been  determined  largely by 
i n t e r n a t i o n a l  demand, budgetary  revenue  raquiramentr,   and  conservation 
considerations.   During the 1960s, with  demand growing but p r i c e r  
remaining  low,  Kuwait 's  crude o i l  ou tpu t   fo re   s t ead i ly ,   r each ing  a peak 
annual  average  of  almost 3 . 3  mbd i n  1972 (Appendix  Table 21).  Rowever, as 
the   need   for   reveuue   receded   a f te r   the  1973-74 o i l   p r i c e   a d j u s t m e n t s   a n d  
the  Government 's   role i n  ope ra t ions  was s t r eng thened ,   t he  couretvation 
o b j e c t i v e  came t o   t h e   f o r e ,   a n d   o u t p u t   f e l l  t o  about 2.1 mbd by 1975-76 
and below 2.0 mbd i n  1977 and e a r l y  1978. Output  turned upward more than 
seasonal ly  in la te  1978 and e a r l y  1979, however, f i r s t  i n  rarponre  to   minor  
price reduct ions  in a alack  market  and then   due   t o   r t ock   bu i ld ing  as t h e  
market  t ightened  (Table 2). It averaged 2.5 mbd dur ing  1979 I O  a whole 
al though a gradual   dec l ine   occur red   dur ing   the   course   o f   the  pear. Of 
t h e  2.5 mbd, more than L . 0  mM was produced by KOC, less t h a n  0.1 mbd by 
KOC/Wafra, and  about 0.2 mbd by AOC. 

Major  reduction8  during 1980 and 1981 r e i n s t i t u t e d   t h e  downward t rend  
i n   c r u d e   o i l   o u t p u t .  With e f f ec t   f rom  Apr i l  1980 and  s imultaneously  with 
the   cu tbacks  in s a l e s   t o  major c l i e n t s ,   t h e   c e i l i n g  on KOC's average 
output  1/ was reduced from 2.0 mbd ( t h e   l e v e l   a p p l i c a b l e   f o r  most o f   t he  
r ecen t  Fast) t o  1.5 mbd. Thus,  output f e l l   r h a r p l y  in the  second  and 
t h i r d   q u a r t e r s  of 1980, and d e r p i t e  an upturn  in t h e   f o u r t h   q u a r t e r   d u e  
t o   s e a s o n a l  demand and e f fo r t s   t o   supp lemen t  low I r a q i  and Iranian ehip- 
mente, i t  averaged less than  1.7 mbd (1.4 mbd f o r  KOC) dur ing  1980, down 
by one t h i r d  from 1979. A f u r t h e r   r e d u c t i o n   i n   t h e  KOC c e i l i n g ,   t o  
1.25 mbd, went i n t o   e f f e c t  i n  A p r i l  1981. By then a r a p i d l y   r o f t e n i n g  
market  vas  leading  to even s h a r p e r   d e c l i n e s  in sales and  output.  There 
was a modeet recovery   a t   midyear ,   bu t  i t  wae c u t   s h o r t  by t h e   e f f e c t 8  
o f  a s to rage   t ank  f ire  a t  Shuaiba i n  la te  Augurt ,   which  forced  clorure 
of t h e   r e f i n e r y   f o r   s e v e r a l  weeke; minor  denage t o   f a c i l i t i e s  in t h e  

11 The c e i l i n g  doem no t   i nc lude  KOC/Wafra ope ra t ions ,  which are 
d e r e d n e d  sepa ra t e ly .  Not doer t he   ce i l i ng   p rec lude   p roduc t ion  at  higher  
levels f o r   b r i e f   p a r i o d r .  
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i 976  1977 L978 1979 ITK 
PrOVn f 8 C  e 

Volurr 
Crud. o i l  output (tbd) 

oil co. 
rOC/Wafra 6 AOC 

2,145 1,967 2,128 2,496 1,659 L.140 
(1,912) (1,783) (1,893) (2,213) (1,389) (9SO) 
(233) (164) (23s) (2a3) (270) (190)  

785.0 718.1 f76.9 911.0 607.1 416.1 
(655.5) (S88.4) (642.8) (760.3) (476.8) (290.0) 
(133.8) (129.4) (113.4) (151.1) (129.0) (126.1) 
(-4.3) ~ (0.9) (0 .7)  (-024) (S.3) (0) 

132.0 128.1 130.5 lSO.5 123.1 123.7 
19.8 20.6 19.3 46.3 39.3 26.7 
(14.5) (1S.O) (13.9) (36.6) (31.8) (21.6) 

(5.3) (5.6) (5.4) (9.9) (7.5) (5.1) ... e a .   a m .  a a  am.  ... 
11.1 12.2 13.S 16.2 18.7 21.6 
147.1  145.6 lS5.9 173.0 153.9 128.8 
(16.3) (16.9) (35*2) (18.4) (13.1) ( 8 . 8 )  
(116.9) (114-2) (126.8) (122.5) (115.7) (100.0) 
(13.9) ( 1 4 . 5 )  (13.9) (32.1) (25.1) (20.0) 
-6.4 -9.1 019.6 7.7 -10.2 a 

802.6 734.0 798.7 933a3 630.7 418.8 

395.8 362.6 392.8 460.1 310.1 210.0 * 
(243.8) ( 2 4 5 . 3 )  (242.8) (334.4)  (260.0) (195.0) 
(152.0) (117.9) (150.0) (126.0) (50.1) (15.0) 

2,659 2,357 2,629 4,?02 5,420 4,160 
2,598 2,504 2,S84 4,703 5,304 4,070 

11.33 12.16 11.97 18.55 31-71 35.67 
11.22 12.34 12.t9 18.24 31.69 37.31 

Official cnrdr o i l  prrc. (310) 11.26 12.32 12.23 18-30 29.53 35.15 

Govammnt o i l  rav~nwo (ILzk) 2,725 2,214 2.65s 1,765 S,319 0 . .  
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North was also repor ted  in October. &/ The r e s t a r t i n g  of  Shuaiba and 
t h e  November p r i c e   a d j u r t n e n t s  are be l i eved   t o   have   l ed   t o  a modert 
recovery  and on t h i r   b a r i r  i t  has  been areumed tha t   ave rage   ou tpu t   fo r  
t he   yea r  war about 1.14 mbd. 2/  Thin l e v e l  would  be lesa than   ha l f   o f  
the 1979 leve l   and  l i t t l e  mor; than  a t h i r d   o f  t h e  1972 peak. 

Domeutic r e f ine r i e s   ab ro rbed  60me 17-18 per cent  of Kuwait 's   crude 
o i l  ou tput   dur ing   the  l a te  19708, as expor t  demand fo r   r e f ined   p roduc t6  
p a r a l l e l e d   t h a t  f o r  c r u d e   o i l .  About 45 p e r  cent of t o t a l   r e f i n e r y   o u t =  
put   has   coneis tcd   o f   heavy   res idua l   fue l  oil, a l though   t he   p ropor t ion   has  
edged downward over  the pe r iod ;   ga r   o i l   and  diesel  fo l low in importance 
(a t  over 20 per   cen t   toge ther ) ,   then   naphtha  (15 per cent) ,  kerosenes 
(9-12 per   cen t )   and   gaso l ine  (5-6 per cent ) .  The des ign   capac i ty  of 
Kuwait's t h r e e   r e f i n e r i e s   t o t a l 6   a b o u t  0 - 6  mbd, b u t   e f f e c t i v e   c a p a c i t y  is 
c l o s e r  t o  0.5 m b d  and t h e  h ighee t   ac tua l   annua l   t h roughpu t   i n   r ecen t   yea r s  
was 151 mil l ion   ba r r e lu   (o r   an   ave rage  of about 415 thousand  barrelu  per  
d a y )   i n  1979. 3/ Throughput   decl ined  conriderably  in  1980, but  lerr eo 
t h a n   c r u d e   o i l o u t p u t ,  80 t h a t   t h e   p r o p o r t i o n   r e f i n e d  rose t o   a b o u t  20 per 
cen t .  In 1981, d e s p i t e   t h e   f i r e  a t  Shuaiba,  throughput is  es t imated  t o  
have more o r   l e e s   s t a b i l i z e d   f o r   t h e  year as a whole  due t o   t h e   p o e i t i v e  
e f f ec t s   on   expor t  demand of t h e  r e l a t i v e l y   c o m p e t i t i v e   p r i c i n g   o f   r e f i n e d  
products  - 4/ 

Domeetic  consumption  of oil and LPG  now accounts  f o r  over 15 p e r  
cent   of  &wait's r e f i n e r y   o u t p u t  and n e a r l y  5 per   cen t  of crude o i l  
product ion (on t h e   b a s i s  of 1981 estimates), and i t  has   been   increas ing  
a t  annual rates of about 15  p e r   c e n t  a year. Kuwaiti s t u d i e s   p u t   t o t a l  
energy  consumption i n  1980 a t  three   t lmea  as much as o i l  and LPG a lone  
( r e f l e c t i n g   t h e   u s e  of n a t u r a l  gam for power genera t ion  and d e r a l i n a t i o n )  
and  rank i t  i n  per  capita terms second  on ly   to   tha t  of t h e   U n i t e d   S t a t e r .  
Admin i s t r a t ive   r t eps  are being taken t o  contain  conrumption by u t i l i t i e s  
and   o ther  s ta te  e n t e r p r i a e a ,   b u t  r e t a i l  prices have  remained low, e.g., 
the  equ iva len t  of US$0.25-0.30 per  U.S. gal lon   for   motor   gaso l ine .  

N a t u r a l   g a s   o u t p u t   c l o e e l y   p a r a l l e l s   t h a t  of crude o i l  i n  Kuwait, 
s i n c e  It is  a l l  produced i n   a s s o c i a t i o n  w i t h  o i l -  The only  nonasuociated 
gas f l e l d  so f a r ,   d i scove red  in 1972 offshore f r o m  the  Divided  Zone,  has 
not  yet   been  brought  into  commercial   production.  Proven  gas  reserves 

1/ O f f i c i a l  data are a v a i l a b l e   f o r   o n l y   t h e  f i rs t  q u a r t e r  of 1981, 
b u t   r e l i a b l e   i n d u s t r y   p u b l i c a t i o n s   h a v e   r e p o r t e d  on the second  and  third 
qua r t e r s .  The f o u r t h   q u a r t e r   f i g u r e s   u e e d  here are I n d i c a t i v e  staff 
estimates 

e n r  of December 1981,  which  suggests somewhat lower fourth-quarter   pro-  
duction  and exports than   d id  t h a t  ava i l ab le   du r ing   t he   mi s s ion .  

3/ Detail6 of product ion  and  exports  by r e f i n e r y  are given in Appendix 
Take 23. 

4/ Other   t han   f i r a t -qua r t e r   expor t s ,   da t a  are no t   ava i l ab le .  Estimates 
o f -de ta i l8   fo r  1981 are i n  g e n e r a l   s u b j e c t   t o  a wider  margin  of  error  than 
are the estimates of the  l e v e l s  of crade  o i l  output  and t o t a l  expor t s .  

21 This s t a f f  estimate r e f l e c t s   p r e s s   i n f o r m a t i o n   a v a i l a b l e   u p  t o  the 
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eat imatrd It 34 t r i l l i o n   c u b i c  fR8C, Or 1.3 p e t  cent Of th8  world 

t o t a l .  k d r r c r i b e d   e a r l i a r ,   r s o o c i r t e d  natural gas now add8 s i g n i f i c a n t l y  
t o  k w a i t ' s  l iquid  hydrocarbon  output i n  t h e  f o m  of propane, but roe ,  8nd 
na tu ra l   ga ro l in r   equ iva len t   t o  5-6 per cant of crude o i l   o u t p u t .  While 
?toduct ion or' both 3as and NCLs have  decl ined  s lncr  1979, t h e  proportion 
of  p s  u t a l i t e d  (not f l a r e d )  has tzsen from 60-63 per cant  3 raw :tears ago 
t o  84 per cent in L980 (Appandix T a b l e  25) and probably ovor 90 per cant 
i n  1981. On t h e  o the r  hand, the production  cutbacks have lad  to   lower 
r b s o l u t e   l e v e l s  of u t i l i z a t i o n ,   i n c l u d i n g  trinjeCtiOa t o  main ta in   o i lwe l l  
p r r r r u r e  and the   fue l ing  of power p l an t s .  

To ta l  exportr of  crude oil, re f ined   products   ( inc luding   bunker   fue l  
for rh ip l ) ,   and  LPG r o l e   t o  933 m i l l i o n   b 8 r r r l r  i n  1979, the   h igheot   l eve l  
since 1976,  but f e l l  by a b o r t  a t h i r d  in 1980 aud by a n o t h e r   t h i r d  i n  
1981. ~t t h e  e l t imated  level of under 420 million b8ttrl8 in t h e  lattrr 
year, they would be only rome 54 per   cen t  of t he  1975-78 avrrage.  As 
realized prices (un i t   va lues )   nea r ly   t r i p l ed ,   houeva r ,   expor t   r ece ip t s  
doubled by 1980 t o  KD 5.4 b i l l i o n  (US$ZO.O b i l l i o n ) ,   b r f o r e   r r c e d i n g  by 
about a fourth in 1981 t o  KD 4.2 b i l l i on   due   t o   coo t inu ing  volume dec l ines  
and  slackening prices. I/ The estimated  1981  export   valua is about 60 per  
cent above the  1977-78 h e 1  i n  nominal t e r m ,  and i f   d e f l a t e d  by import 
p r i c e s ,  would be roughly 20 per  cent  above i t  i n  r e a l  t8-0 Despite 
varying lags due t o  e x p o r t   c r e d i t  and recording  delays,   government   oi l  
revenues  have come c l o s e   t o   e q u a l i n g  export valuer  i n  recent  years. 2/ 
With the t r a n s f e r  of i n t e r n a t i o n a l  marketing t o  KPC, however,  they G y  
corraspoad les8 c l o s e l y  i n  t he   fu tu re .  

About one hal f  of Kuwait's oil exports have been  shipped t o  Aaia and 
Oceania in recent   years ,   a l though Japau's leading share dropped  subatan- 
t i a l l y  in 1980 i n  favor  of Singapore and o t h e r   c o u n t r i u  i n  t h e   r r g i o o  
{Appendix Table 26). Western  Europe's share f a l l  almoat t o  one t h i r d  in 
1980, vhile La t in  &erica's recovered t o  6 per  cent:   rhipmmts t o  North 
America  remained  minor. In addit ion  to   be ing  t h e  lorgmrt  cubtomar for 
Kuvait 'e o i l ,  Japan  accountr for moat of its LPG sales. 

5. Investment program 

Through KPC and its s u b a i d i a r i e r ,  Kuwait h8s embarked on an  extenaive 
investment  program i o  petroleum  and  related activit ies ,  with t he  aim of 
further  husbanding its o i l  8nd gaa rescfvcs, increasing  domert ic   value 
added in exports, and  expanding  into  complementary  and  profitable  under- 
takings abroad. In add i t ion  to product ion  cutbacka  and  caut ioue  oi l f ie ld  
management practices, conaervat ioa i o  bcfng  fostered by the extansion 
of gas c o l l e c t i o n   o y s t e r s  t o  the  Divided Zone. Construction is due t o  
begin  ear ly  Fn 1982 in the Par'ra ( o n s h o t e )   f i e l d   t o  add t o  suppl ies  for 
the NGL p lan t  a t  Ahmadi vhila  fur ther   reducing   the  flaring of gar. 

1/ For d e t a i l s  of export values ,  volmes, and unit   values  (rummatized 

21 Calendar-year revenue figutms are given La Tabla 2 above. 
abrve in Table 1) , see Appendix Table 21. 
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Also, for  the r a m  objective,  planr  have  been  rradied for a joint  venture 
with  Saudi  Arabia in thr  Khrfji  (offrhore) field.  Seirmic  terting  and 
drilling  are  being  rtepprd  up  in  and  around  Kuwait.  Particular  attention 
is being  given  to  the  lerr-explored  drpthr  below 6,000 feet m d  to  the 
search  for more unrrrocirtrd gar, large rerer~er of which  hrve  been  found 
nearby  in  the  Gulf.  Tappine  ruch  deporitr  would  give  Kuwait  flexibility 
and  stability in gas  rupplier,  which  are  not  tied  to  oil  production. 

A  major  program ha8 recentiy  gotten  under way to  iacrrrrr  effective 
refinery  capacity  by 50 par  cant, eo 750,000 barrel. per day (b/d),  by  mid- 
decade  and  to  improve  the  product mix. The Manr Abdullrh (ex-Waf  ra) 
refinery is to  be expanded  from  a  working  capacity  of  under 100,000 b/d  to 
300,000 b/d and  modernized  with  the  addition of extenrive  hydrocracking 
iacilitier,  while  modernization  work on the  Ahprdi  refinery,  8lre8dp  under 
way in 1981, ir to  be completed  by 1984. These projectr are aimed  at 
permitting  Kuwait  to  refine  roughly one half  of  the crude oil production 
level  permitted  by  the  currrnt  ceiling,  while  rhrrply  reducing  the  pro- 
portion of residual  fuel  oil in favor of lighter,  more  valuable  product#. 
In addition, KPC acquired  a  half  share in a 67,000 b/d  flrwaiian refinery 
in 1981,  plane  to  invest with  Saudi  Arabia  and  Bahrain  in an 80,000 b/d 
hydrocracking  unit  for  joint  use la Bahrain  and,  while  earlier  planr  for 
a project in Romania  have  been  dropped, KPC is  reportedly  conridering 
participation in at  leart three  other  export  refining and hydrocracking 
ventures abroad. Expansion of KOTC's tanker  fleet,  which is  already  one 
of  the  largest  in  the  region,  is  continuing  despite the  cutbacks in crude 
oil output, but  it  is now  emphasizing  product  carriers;  two more large 
crude  carriers  are  due  in  1982, but conversion to  product use and  acrapping 
will  reduce  their  number  thereaf  tet. 

In petrochemicals,  where  both  gar  and  naphtha  are  principal  feedrtockr 
and  where  value  added  can  be  increased  rubstantially,  the  public  rector 
role is aimed  at  producing  the  baric  building  blocks,  vhile  the  private 
sector le  being  encouraged  to 80 into  the  final products. In addition to 
the  expansion  of  the  fertilizer  plant  with  a  fourth  ammonia  line  (now 
getting  under way), construction of a 1.2 million-ton-per-gear  olefinr/ 
aromatics  complex,  which  is  a  more  sophisticated  undertaking,  is  expected 
to  begin shortly. Plans  are  also  in  the  worke  for  a diamonium phorphate 
unit  and a new chlorine  and  caustic  soda  plant.  Petrochemical  Indurtrles 
Company (PIC) has  meanwhile  taken  a 45 per  cent  share  in  a  local  petro- 
chemical  firm  in  April  1980  and  a 40 per  cent  share in a  private  melamine 
plant  project in June  1981  to  help  make  them successful. Abroad, KPC is 
participating,  again  with  Saudi  Arabia  and  Bahrain, in the  Gulf 
Petrochemicals  Industries  plant in Bahrain,  now  under  construction. PIC, 
meanwhile,  has  bought  into  a  Tunisian  phosphate  fertilizer  plant  whose 
output  can  be  used  to  complement  Kuwait's  ammonia  fertilizer. 

Overseas  investments  in  "upatream"  activitier  include  a  joint  venture 
agreed  upon in mid-1981  between KPZ and AZL Resources  for  oil  and gas 
exploration  In  the  United  Stater,  participation in exploration in Morocco 
since  June  1981, and a ahare in an exploration  conceseion  granted at the 
same time by Oman. breovar, KPC has joined the Xntrrnatioaol  Energy 
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Dlvelo-nt Corporation of Ganeva, uhorm mafa focur fa exploration in 
thm deV.lOpfag COUUttie#* In 1980 KPC acqultmd acceaa eo a h m n  oil 
angintaring firm, and a major dral to  putcharm a U.S. drillins and 
indurtty  rervico firm var  reportedly  clorrd  late in 1981. h major 
axpaamion of thm latter's rxplorrtion program har recrntlp been  announcod. 

1. Overall  lrvrl o f  economic  activity 

The Central  Statirticr Office of thm Minirtry o f  Planning tur 
revired  the  nrtiorul  incomm data f o r  recent pmare  and  the  revired d8t8 
rhow a conaidet8blr improttamant compared  with  thore  available  pravioualy. 
A, a reflection of thir improvemmt, componentr of  thm national incoma 
data in current price. a# well as in con8tant  price# rmhte rearonably 
wall with  other drta  on developmantr  in  the  r8lrvant economic 8mctor8. 
%?IO tima aerier for nrtAoru1 incomo data in conatant pricmr h8vm 81ro 
been axteuded to  covar mor. receut yearr. la addition,  d8ta with  rrrprct 
to  expenditurea 00 CDP i n  both  current and conrtant price. h v r  becoma 
available for the  firrt  time.  Othor major areal of improvemmnc  relate 
t o  botter  valuation of the  m8nuf8cturiag,  coartruction,  and  financial 
rervicer  rector# 81 a rerult of expanded  field  rurveyr  and aV8ihbility 
of expertire. 

A. indicated in Table 3, the  growth rat0 of total CDP (in conrtant 
prices)  acceler8tad  sharply in 1976,  #lowed  down over thm  next  thrme 
yearr, and tuned negativa in 1980 due to  the  impact o f  a largo fall 
(33 per  cent) in production of oil. bwrver, rince the  impact  of the 
changer in oil prlcer or t e r n  of trade (not reflected in the oil 
rector's CDP i n  conatant  pricer  and  thur  distorting chmgas in total 
real income) i r  trmrmitted through government rwp.nditurer, a better 
indicator of the overall level of economic  activity i n  Kuwait is  the 
non-oil sector's GDP, which  continued t o  r i m  by about 6.5 per  cent in 
1980 comp8red  with 6.1 par cent in 1979 and 1.3 pet  cant in 1978. 

The growth  rate of the  non-oil  aector's GDP had  slowed do- rhrrpty 
in 1978 and, drrrpite 8 rapid rire in manufacturing in the  rubrequant p a r ,  
it remained well below the  ratma of the mid-19708 due mminlp t o  tha 
impact of stabilization  policier  adopted by the  Government.  The  alight 
acceleration in tha growth rate in 1980 was due  largely t o  4 better 
performance in tranrportation,  finracial  services, and other rsrvfcer 
(including  govarnment  servicea).  While  national  income  data  for 1981 
are uot available,  other  economic  indicators  suagest  that  the overall 
level of a c t i v i t y  in the noa-oil  sectors has expanded by about 5 per 
cent in real t a r w e  The slight deceleratioa in the rate of growth  appears 
t o  have bean mainly due to a slower rate of a c t i v i t y  in the refining 
secror, while other sectors such  as  couatructlon,  trade,  and setcricas 
have shown  the same trends as the year before. 
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Ut8 with rerpocz to expanditurrr on CDP fa ~0nrt8nC pticao 
(Appoadix Table 23) rhov that total fnvertnant expenditurar  doclinad i n  
1978 and 1979 and,  thatafore, tha incraarar tacordad in tota l  GDF Vera 
rbrotbad rolaly by aharp rirar in  conrumption expanditurar. %at of tha 
indicators urad for aaarurin~ invrrtsane  activity in IcuyIit,  auch a0 
imports of building a t e r l a l r ,  4ooartic produccion of buildin8 =faria la ,  
imports o f  rmchinary  and capital goodm, number of buildins permit8 ismuad, 
credit extended, and sovornmant daoalomant axfmnditutar (which 82. a 
pacaamctmr for a11 iavartmnt activiti.8) ahowed 8 daclinin8 trand i n  
them pearr. Aa apparent tearon for thia davalopmont vam tha completion 
of many l a r g a r c a l e  infrartructura  ptojactr ( i n  tha  marliar yaarr) and 
tha  8ubrequent  rloudova in invartmat rxpanditurar for new projectr. 
Raflactiag tham traadr, domartie favartmnt r a  a percentage o f  GDP (a t  
currant pricar)  daclinad from 13 pet  cant in 197s to 11 pot cant fa  1979 
(Appndix Tabla 2 9 ) .  Public iavortaant ha0 b a n  concantratad i n  iafra- 
structura, includin$  electric powar 8aruration and domaliartion f8cflltia0, 
while privata domestic iavartwot hrr bron mainly in tha conrtructioo and 
8 e i V i C 8 S  I.CtOrO* 

In genaral, bacaura o f  8 high lava1 of incoma and lidtad domootic 
invertmeat opportunitiar, Itrwait'r foraign invastmanto arm OUbat8nti81 
rad abaorb the bulk of tha  larue ravings that tha rconomy  ganaratar. 
The rrviagr rate 8varag.d a b u t  64 per  cant of aroro aatioml product 
( C W )  over tha f iv8  pears  ended i n  1979. Over tha 0- patiod, only 
about 2 2  per  cent of total raving8 wao utilizad domarticrlly and  the 
remaining 78 per cent war urad  to finance forei-  inwartmento  (Table 4). 

8* Agriculture and firharier 

Due to limitationr imporad by clfautic conditionr 8nd paucity of 
cultivable  land, the agricultural sactor in Kuor.it i r  mall relative  to 
othar economic sactor.. The rgricultural rector  cootributar  lesr  than 
1 per  cent of non-oil CDP. Current  ertimater  indicate that of the tot81 
area of about 18 million dunumr, 1/ lerr than 10 per  cent i 8  ruitable 
for farming and  prerently only asut 1 per cant in under  cultivrtion. 
Apart  from  the  rcarcity of CUltiV8bh l8nd a d  water, thare fr 8180 8 
shortage of farming  labor.  The main aource of l r r i g r t i o n  $61 underground 
water,  used mainly in the open fialdr along  the Irrqi and S8udi Arabian 
borders. The frr8h vater  produced by t h e  d e E 8 l i M t i O U  plant8 is ured in 
greenhouses  and  for  hydroponic cultivation. In addition, a project i n  
Al-Sulaybiyo  produces  vater for  irrigation by treating sewagem ;/ 

The main agricultural products  are vegetables, such  as tomatoes, 
eggplant, onions, cucmbcrs, squash, melons, and  garlic,  although some 
modest experimentation vith fruit production ha. also been  under way. 
Cutrcatly about 14 per  cent of domestic consumption of vegetables is 
l o c a l l y  supplied. 

- I./ h e  dun- equals 1,000 square meters. - 21  For further details, 1.8 SM/80/146. 
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Tabla 4. Kuw.itr Ertimatro of Invercment rnd SIvin8r, 1975-79 A/ 

( In  millioar of Kuwriti dimrr) 

197 5 1976  1977  1978  1979 

Public  invrrtarnt &/ 
Private  invootmmt 
Change In 8tockr 

Grorr domeotic inveatment 

Net export8 of goodr and 
eervicer 

Net factor income received 
from abroad 

Tot81 ravings 

Total  ravingr 80 
per cent of GNP 

200 0 
217  a6 
26.1 

443.7 
- 

1,899.0 

(69.2) 

1,74214 

441 a 0  

2,818-5 

(65.8) 

460 S 
393.5 
128.9 - 
982.9 

1,158aO 

518.0 

2.658.9 
- 

(58-2) 

s39 a 8  
245 a 2  
-7 * s  
777 a 5  

- 

1,308.0 

(57 4 2 )  

3,363.0 

(67.7) 

Source: ninirtry of Planning. 

1/ A t  current pricrr. 
T/ Include8  the joint rector i n  which public  aectof'# prrticiprtfon rxceadr the 

prrvata ractor'r. 



Pou l t ry   p roduc t ion   t aka  placr in a numbat of -11 fama,  with .a 
average dri ly   product ion of 500-600 broilerr provtdia8  rbout 3 pat  cant 
of poult ry  suppl ier  in  tha   countrye The production o f  agar i r  rrthar 
limitad 8nd accounts   for  a mall port ion  (about  20 par  cant) of local 
c ~ u ~ u m p t i o n ~  In tha  lart  two yaa r r ,  8 numbat of l a r g r r  fa- for  both 
b r o i l a r r  and layarm h a w 8  rtattad with g o v r m n t  p a r t i c i p a t i o n  (51 par 

t h e  production o f  e888 and  chickan maat. 
Cent), 8Ud it 8pm8t8 th8t K U W 8 i t  Could 1OOU h C O a 8  r r l f -SUffiChUt i n  

In tha 8brrnce of p a r t u r r r  8nd grrrin8 land, krwait'r l i v a r t o c k  
iadur tzy  18 limitad. Thara ara about 47 c r t t l a  fama r rnaing ia r i m  
from 300-400 hrad  p8r  frrm t o  2,000 hrad i n  th8  Iartart. Th88e faror  r r a  
pr iva t e ly  ouued,  but tho Covatnmant provider  tachnical  8dvIca.  mmdlcal 
mervicea, 8nd d i r a c t   o u b r i d i a r  t o  ptoducarr of moat and milk. Tha 
Government h8r h r a  conr ider in8   a r tab l i rh in8   rheap   b taading  u n i t r  ou an 
arm of 1,100 hact8r.r wart of Kuwait C i t y  at S u l ~ y b i y r ,  with  faed to ba 
provided by growins alfalfa on 92s h a c t a r a r   i r r i g a t a d   w i t h   t r a r t r d  sawrsa 
e f  f luent  

F h h l n g  mmin8 8 t r r d i t i o l u l   i n d u r t t y  in Kuwait but i t 8  hpOrt8UC8 
h8r diminirhad in recent yearm and c u t r a a t l y  account8 for only r 1-11 
f r a c t i o n  of CDP. The COverummut, however, )u rn  r t tamptrd i n  recmt yertr 
t o  expand 8nd modernize thr f l r h i n g  indurtry. Th8 govarsmeat-run  (but 
ouned j o in t ly   w i th  tha pr iva te   rec tor )   Uni ted   P ioher ie r  Company of Kuwait, 
which var e r t r b l i r h a d  i n  1972, ha8  axpandad i t r  op.ratioar over racaat 
yarrr. The nunb8r  of v a s r e l r  Op8r8t.d by the comprny h.0 t irrn t o  150 
a8 of now compared with 90 a t  t h a  time of i t a   a r t a b l i r h m a n t .   S i n c e   i t a  
establishment, tha company'r rhrimp  tr8de h8r brcoma itr mort p r o f i t a b h  
operation. The average  weight of t he  rhrimp catch is about 3 mil l ion  
pound8 p e r  year, of which half is abrorbrd by t h e   l o c a l  markat. A rhrimp 
and fish proc8rring and freezing p lan t  hrr recently brrn  opened in Shrulb8. 
To f u r t h e r   p r o w t a  the firhing i ndur t ry  t h e  Government i s  modernizing the 
fishing ves8e18' r e f r i g e r a t i o n ,  am vel1 81 the canning facilicies, and i t  
is construct ing a large f i s h i n g  'port. 

bo Indurtry,  power, and water 

X feu large-scale, cxpot t -or isnted  petrochemical   lndurtr ies  and a 
wide tangs of s-ll-scale unufac tu r ing   l ndure r i c s   accoun t  for almort a l l  
of the Fndurtrlal a c t i v i t y  in Kuwait. The i8durttial sec to r  ha8 accounted 
for about 17 per cent of non-oil GDP io receuf  years  (Appendix T a b l e  27). 
Data on output of some major indus t r ia l   p roduct8  at8 shorn in Table  5. 
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Table 5. Kuuaitt Output of Major Indur t t ia l  PtOdUCLr, 1975-80 A/ 

Product 

~ ~~ - 

Unit  1975 1976 1977 1978 1979 1980 

Brrckuh water 

Potable water 

Electric energy 

Detergents 

.rsbcrtos  piper 

Metal piper 

Sand-1 ime br ickr 

Cement 

Flour m i l  l ing 
(bran and f lour)  

Fart il izerr  
Urea 
Amumnir 

Chlorine 

Caus t i c  mda 

sa1 t 

Hydrochloric  acld 

Sodium hypochlorite 

Hydrogen 

mill ion 
gal lonn 8 .3  

m i l  1 ion 
8a 1 Ion8 11.6 

b i l l i on  kwh 4.7 

(In  thouraad  unit,) 

tonr 

smtric tom 

mntric ton8 

cubic wtrrr 

tonr 

tonr 

m t r i c  ton, 
tmtric  tonr 

tonr 

ton8 

tonr 

gallons 

cubic meters 

cubic amtcrr 

O * l  

30.2 

43.4 

170.5 

280.3 

110.3 

445 . 3 
522.7 

6.1 

6 .O 

18.0 

197.3 

5.0 

23.0 

9.1 

14.4 
5.2 

0.4 

31.5 

65.0 

213.6 

351. 1 

127 .5 

530.6 
513.8 

5.4 

6.1 

15.4 

219.1 

6.0 

15.4 

9.3 

1 7 , )  
6.0 

0.7 

28 b 2  

30.6 

215 e 0  

329 3 

134.0 

550 . 2 
487 b 9  

5.8 

6.5 

16.7 

333.4 

7.3 

1 7  .I 

10.2 

20.8 
7 a0 

1.0 

49 b4 

26.6 

262 e 5  

61141 

159 . 6 

661 . 0 .. . 
7.0 

8.0 

19 b o  

344.8 

9 ,9  

25.6 

10.8 

23,O 
8*6 

1*1 

68 .O 

10.3 

357.8 

. . a  

184.8 

662 . 0 
. . e  

8.2 

9.2 

19.7 

291.9 

11.2 

25.9 

11,3 

23.5 
9.0 

1.6 

37 a 4  

36.8 

376.8 

1.. 

189 . 3 

467 .O 
b . .  

8.0 

9.1 

20.5 

240.2 

11.4 

25.6 

Sources: Minis t ry  of Planning and Cen t ra l   S t r t i r t i ca l  Off ice. 

- 1/ Other than crude  petroleum and refined  products. 
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Tha i n d u r t t i a l  aactor may k dioidad iato chraa miu rubrac tor r :  

publ ic ,  mixad, rad pr iva ta .  The public 8ubractor i r  comporad mialp of 
tha bydrocarboa-b.r& i a d u r t r i a r ,   r u c h  a8 tefiaia$, aathrriaa and 
l iquofac t ion ,  and pa t rockos ie r l a   (d f r cu r rod   i n  Soction I abova). In 
addi t ion  t o  coapaniar producias crud. o i l ,  r l r c c t i c i t y ,  drmalimtrd 
vatrr, and providirrg crrtaia ochar aomicaa, tha majot public aactor 
coopaniam includa tha PfC aad thm lwpC. l/ KUwait'a aaia p-t and 
daralinatloa plant r  arm located i n  tha S h i h  i a d u r t r i a l  arm.. A total  
o f  11 atam u n i t r  and 2 8ar witr w i t h  8 coobinad alactt ic $anaratiat 
capacity of 899 mu opatater i n  tha  .?.a* With tha add i t ion  of tha Doha 
Wort and Doha trlt atatfonr, thr capac i ty  o f  thoro Unit8 ir bein# axpandad 
t o  krep up with the riring domando Doha Cart, oponrd fa 1981, ham 6 powor 
unitr with a capaci ty  of  150 mu aach, and Dah Uoat, which ut11 atart 
oprrrting by 1963, vi11 bvm 8 povrt u a i t r   w i t h  a capactty of 300 m 
each. Thare arm 2 daralfrution p l a a t r  and 11 d i r t i l l a t i o n  plmtr  ( v i t h  

~overrtmant  plana ca l l  t o t  conatructfon o f  an a d d f t f o n r l  12 d a r a l i m t i o a  
plants, wich a total crp8citY of 72 m i l l i o n   a a l l o o r  8 day, a d  7 d i r t i l -  
l a t i o n  plant., w i t h  a total  capacity o f  36 m i l l i o a  8alloar 8 da7 by 1983. 

8 t o t a l  C8paCit7 Of 44 o i l l i o n  a r l l O U r  8 day) i n  &Wait &t PrarOnfm Th. 
Accordiug t o  artimtrr by tho Unirtry o f  Planning, t h r  aharm o f  tho 

aixod  aubractor l a  total  i n d u o t r i a l  valua-addad hrr r aminad  ralatfvalp 
stabla around 20 par cant i a  racant yeato. The Coraramont h g a n  j o i n t  
p a r t i c i p a t i o a  with the p r i v a t a  mactor i n  1960 vhan i t  artablirhed tho 
Kuwait National hdurtrier Company (#NIC) and took 8 5 1  po? can t  r h t o  
i n  t h e  company. Since thon, the aixod ractor har 8rom c o a r f d o r ~ b l y ,  
and a t  pramme it includes ninm op . r a t in8  coapanior; f ivo  are r a l r t o d  
either d i r o c t l y  or  indirectly t o  the building and cour t ruc t ioa   i ndur t ry ,  
thraa t o  t h 8  foodrtuffr Ladurtry, rad oar ir a papar  product. factory. 
Thraa compauiar a f f l l i 8 t a d  with t[NIC produca  prafabricatad  bui ldham, 
-tal pipar, and camone. Tha IUJfC'r imports of machinary aro arawt 
from ta t l f f r  8nd aoma of i t a  productr receiva protoctioo through tariff#. 
fa recant paara thir compaay h a m  bogun t o  acqui re   oqui ty  par t ic ipa t ion  
in foraign and domomtic coapanirr. 

The pr iva ta   rubrac tor  includar amall  manufacturing  artablfrhmontr 
ararbering mo~a t h o  3,000. About 60 por cen t  of thrra emtrb l i rhaant r  i s  
involved in  t h e  productioa of t a x t i l a r ,  laathar goodr, and clothina, 
about 20 par cent in wood product., and tho ramidag  20 per c e n t   i n  
fOOdatuff8 rod mat81 productl .  While t h e  priv8ta r8trbl ishm8ntr  
accounted f o t  t h e  bulk o f  th8 i n d u o t r i d  fim in numb.? rad r m p l o ~ a a t ,  
they genar8t.d only a b u t  15-20 per cent  of value  addad i n  tha i n d u r t r l a l  
sector over t ha  1975-80 prtiod, teflrctins t h e  f a c t  that  mort of them 
were vary small artisan typr oplrationa. 

1/ The operatiour of thaaa coapanias have been reviewed iu the parroleum 
seF'or ( s c t i o a  11. 



While rope now rrtablirhwntr h8va h e n  added to hwait'r  indurtrial 
~octor i n  racont  yoarr, itr further expanrion i a  hampetad by the  lack of 
suitable raw ~.terialr, the  limited r i t e  of the  domertic market, and the 
shOtt8~+ of labr. The Government h8r encouraged  the  growth of indurtry 
through limited tariff  protection and conriderable firuncial  aarirtance 
diractly  or  indirectly  through  the hdurtrlal Bank,  artablirhed in 1974. 
The rerponribility  for formlrting rnd i~plamantlng m~aruroa that  would 
aerve  the  indurtrial  rector i a  rhatcd by the Hinirtries of Oil, COmerca 
and  Indurtry,  and Planning, am well 81 the Industrial Bank of bwait and 
the  Kuwait  Inrtitute  for  Scientific Research. There i r  alro an hdurtrial 
Davelopmant bmittae for  implamenting  and  coordinating  indurtrirl  policy 
i l r  Kuwait. Thir interminiaterial  cotmittme 10 hoaded by the  Minirter of 
Co-erce and Indurtry  and  includer  three  reprorantativem o f  other 
minirtrior, rnd  three  from the ptivatt roctor. 

The Kuwaiti  authoricier  have  rrcrntly  undettalwn a re-rxamination of 
the  indU8ttial developmat policy. The emerging  policy envirager a rhift 
toward  the  inprovemont of productivity  and  better  utilizrtion of exirting 
capacitirr.  MOreover,  the  authoritiar  havo  bmcooe aorm relective  in 
permitting  the  ertablirhaoat  of aew indumcrimr  and  conridmrrblo  rttmntion 
is being  given to prevrntfng regional duplication  and ~ ~ e r ~ ~ p a n r i o n .  Some 
thought i r  rlro being given  to linkiag firuncial invertmentu  vith  the 
development of marketa 8bro.d for Kuwaiti fndu8triar. 

The shipping  indurtty  in Kuwait has expanded  conriderably in  recent 
yearn mainly becaume  the  Government ham given  high  priority  to  the 
development of a doaertic  merchant and tanker fleet. In 1965 the 
Government  established  the  Kuwait  Shipping  Company (KSC) to  prov5de 
services in addition to chore provided  by the  Kuwait Oil Tanker Company 
(KOTC) which  var  trtrblirhcd in 1957. In late 1981 the KSC had 8 fleet 
of  36 ships,  with 6 of those  added in 1978, and 3 in 1979. The surge of 
imports  into  the  neighboring  countrier in the wake of  the o i l  price 
increarcr in  recent  years h8r led  to an unurually  rapid  8xpaarion in 
shipping operatione, and the company har  had to charter  addition81  verrele 
t o  meet the rise ia demand. The KSC joined  the  United  Arab  Shipping 
Company (UASC)  in July 1976. Other member8 of UASC are Saudi Ar8bia. 
Qatar,  Iraq,  Bahrain, and the United  Arab Emirates. It. authorized 
capital i s  KD 500 million 8nd itr paid-up capital is KD 280 million; five 
of the s i x  member counttier  each have a 19.3 per cent rhsre,  while  Bahrain 
holds  the  rcmaqniag 3.5 per  cent. M r t  o f  the 57 vesrelr in  the  fleet are 
owned and  operated by the UASC. The UASC employr  about  2,760  full-time 
emp1o;ccr and  2,150  seaman. It showed a profit  of KD 10 million in 1980 
and is expected to show one of about the rame magnitude again in 1981. 
The UASC ha8 establi8k-1 the  first  container handling facility i a  await, 
the Shuwakh  Container Terminal (SCT), which  coverr an area of 160,000 
square  meters and vhen fully  completed will have the equiment and facili- 
ties f o r  handling an annual  throughput of 15,020 cubic iect containers and 
will be among  the  largeat in the world. 



- 20 - 

The KOTC gradually  incre8red the n a b e r  of i t s  taalurr from 9 in 
1976 to 14 crude oil carriers and 4 LPG cartiers ia 1980. The ZCNPC 
aCquit8d 3 o i l  product cankers becwamn 1976 rnd 1980  and  received an 
additioarl 3 sixed crude  product tmkerr (60,660 dwt  each) in 1980 and 
is t o  receive a fourth one in early 1982. Two lar3e (290,000 d v t )  
crude  carriers  are also on order, as are 6 more product tankers (3 o f  
28,000 dwt and 3 of 65,000 dwt). fa linm with the rxprarioa of refining 
capacity (Section 1.5). invartmnt amphasir is now oa product taukmra. 

de COMttuCtiOU 

There art no comprahenrive atrtfstica on construction activity l a  
Kuwrit.  Available iaformtion includes the number of building  prrmitr 
Issued,  the  level of governmane erpmditures on conmtructioa, bank credit 
extended, importr o f  con8tructioa materials, domemtic production of 
building materiala,  and value-addrd in CDP. k reflected by the#+ indi- 
cators conrtructiou activity experienced an uprurge in the m.id-197Oa but 
har steadily  slowad  dowa in more recent years. The total number of 
building  permit8 irrued declined by 25 per  cent i n  1978, 34 per cant in 
1979, 34 per cent in 1980,  and 50 per  cent  in  the  firrt ten month. of 
1981 compared with tho f i ra t  ten montha of 1980 (Table 6). The area 
covered  under thee. permits atoved a similar trend excrpt for 1980, in 
which it increaaed  very rhrrply due to designation of a large area for 
conatruction of recreation  parks (for which work ham not yet begun). 
The reasons for the alordown in conrtructiou activity in  the  laat few 
years include: the completion of moat  needed  infraatructure,  raduced 
incentive for coprtruction of rental units Jus to soaring land  prices, a 
tight  credit pol icy ,  daceleratioa of government domeatic expmnditurrr, 
and the Govatnmrnt'r decirion to slow down the pace of its housing program 
from the  rapid  pace c f  1974-76. 

3- Population and labor forcs 

A new census completed in  1981 showed  that Kuwait's population has 
continued t o  increare  r8pidly  over the last five years although not  at 
the high rate* that  prevailed  during the 1960s and  early 19708. Total 
population w8s s l i g h t l y  under 1.4 million in 1980, abut 36 per  cent 
higher than in 1975. The annual growth  rate  averaged  more than 6 per 
cent over the 1975-80 period  compared with 11 per cent per  year over the 
1965-75  period. The r i s e  in  the number of Kuwaiti nationals was slower 
(amounting to 19 per  cent  during  197b-80) than that of the non-Kuwaiti 
population (52 per cant). Thus, the overall high rate of population 
growth has been mainly due to Kuwait's relatively liberal policy in 
hiring foreign workers. 

'Kuvait's t o t a l  labor force vas estimated at 489,000 vorkcrs in 1980, 
comprising 36 per cent of the population. The labor force increased by 
60 per cent over the five years ended I980 with the share of Kuwaiti 
vorkets fa l l ing  t o  22 per cent from 29 per cent i n  1975 due mainly eo a 
relatively rapid increaae in the number of expatriate workers largmly 



Table 6. Kuwait: Construction Permits Isaued, 1970-81 

(Area in 1,000 square meterr) 

Res i den t  i8l Comncrc ir l  Indur t r i r l   To ta l  
Number h e 8  Number Are8 Number Area Number Area 

1970 

1971 

19 72 

19  73 

19 74 

1975 

1976 

1977 

19 78 

1979 

1980 

1980 

4,0S2 

s, 934 

4,975 

4,962 

4,496 

7,427 

0,427 

5,440 

4,073 

2,606 

1,660 

Jan. - 
Aug . .. 

1981 
Jan - 
Aug . * * *  

905 

1,367 

1,463 

1,335 

1,118 

1,783 

2,251 

3,541 

3 ,259  

2,766 

2 , 252 

... 

* a *  

75  

109 

222 

304 

44 1 

469 

547 

304 

24 1 

2 15 

172 

... 

... 

48 

113 

2 18 

19 7 

323 

407 

663 

800 

897 

1,254 

9 54 

... 

... 

199  191 

77 84 

34 51 

43 46 

19 52 

39  39 

55 159 

91 2 92 

86 3 37 

77 2 18 

76 11,S03 - l/ 

... ... 

... ... 

4,326 

6,120 

5,231 

5,309 

4,956 

7,935 

9,029 

5,835 

4,400 

2,898 

1,908 

1,357 

685 

1 , 144 

1,564 

1,732 

1,578 

1,493 

2,229 

3,073 

4,633 

4,493 

4,238 

14,709 

2,224 

1,519 

Source: Ministry of Planning. 

1/ The Council of Mrnistere  decided in October  1980 t o  move the   indus t r ia l  
con'cerne from Shuwaikh (whlch is a reerdent ia l   a rea)  t o  other parts of the  
country, and Issued permits covering a vide area.  Also, i t  designated a large 
area for const ruct  ron of recreation  parks;  however, ac tua l  work on t h m  project 
has not yet begun. 
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during the  1975-77 period. An i n t e r e r t i n g   f e a t u r e  of development6 h r r  
been a rise in the rate of p a r t i c i p a t i o n  in the  labor fo rce  for femaler,  
both  Kuwaitir and nonoKuwaitis, ar v e l 1  a8 fot non-kwaici males. There 
i s  a lso   very  l i t t l e  unemoloymeat Ln Kuwait and vhat exists is bas i ca l ly  
t r a n s i t o r y  and Ls concentrated among the  non-bwai t i s  (Tabla 7 )  

The d i s t r i b u t i o n  of labor   force by economic a c t i v i t y   i n d i c a t e d  con- 
c e n t r a t i o n  i n  t h e  miscellaneour rervicer s e c t o r  ( 3 4  per cen t ) ,  trade and 
r e s t au ran t s  (13 per cen t )  , consr ruc t ion  (11 per cent) ,   manufactur ing 
( 6  per c e n t ) ,  and t ranspor t  and  communications ( 5  per   cen t )  A l a rge  
port ion  of   the non-Kuwaiti l abor   force  fa employed i n  household  eervlce 
which is considered  to  be of low product iv i ty*  In g e n e r r l ,   t h e   r e l i a n c e  
on foreign labor  is con8idered eo e n t a i l   h i g h  coets t o  the   count ry   o r i r ing  
from increased demd f o r   a c c o m o d r t i o n   r a d   o t h e r   f a c i l i t i e s .  The 
Governmenets cur ren t   l abor   po l icy   ob jec t ive  is to   reduce  the rate of 
i n f l u x  of foreign  labor .  To a c h i e v e   t h i s ,   t h r   i s r u r n c e  of work permits 
has been madc somewhat more r e a t t i c t i v e  (Appendix Table 30) Now, only 
thoro  non-Kuvaiti  workars uho earn  more than  KD 400 per month and  have 
been   g iveu   hous ing   fac i l i t i es  by t h e  Government are al lowed  to   br ing i n  
t h e i r  families, and those who are given permit8 f o r  a p a r t i c u l a r  job can 
only  change their job af te r  one  year.  During  the late 19700 , t h e  authori-  
t ier  tried to   con ta in  the rise i n  demand f o r   l a b o r  by empharlzing fiscal 
r e s t r a i n t  and f i n a n c i a l   s t a b i l i t y .  The Government’s manpower p o l i c i e s  
emphasize  vocat ional   t ra ining  for  Kuwaitis f o r  which numerous fu l ly -  
equipped  and  well-staffed  training  centers have been  ertablished. In 
additloo,  coosiderobla  cxpenditurcs  have  been made for   s t rengthenlug  
i n s t i t u t i o n s  of higher   educat ion and the  number of Kuwait i   enrol leer  i n  
u n i v e r s i t i e s  is expected t o  incrca8e t o  about  11,000 by 1982  from 1,000 
in 1976. 

4. Wager and price6 

While adequate time series da ta   wi th  respect to  wager rad ralaries 
a re   no t   ava i l ab le ,  some par t ia l  da t a  and  rough estimates ind ica t e  that  
wages fo r   t he   p r iva t e   s ec to r   ro se  oa t he  average by about 10 p e r   c e n t   i n  
1978, 27 per cent  i n  1979,  and 20 per cent in 1980, following an average 
annual   incrcare  of over 25 per   cen t   dur ing   the  1973-77 period. It i r  
believed t h a t  t he  i n c r e a s e   i n  wages was p a r t i c u l a r l y   b r i s k  in the  con= 
s t ruc t ion   s ec to r   du r ing   t he  1974-76 pertod in l i n e  w i t h  the  then 
preva i l ing   coae t ruc t ion  boom. In the   pub l i c   s ec to r ,  wages  and salaries 
remained  unchanged during  the 1974-78 per iod ,   bu t ,  w i t h  a view t o  coapcn- 
s a t e   f o r   t h e  rise l a  the   cos t   o f   l iv ing ,  t h e  Government had adopted a 
l i b e r a l  system of promotions and nonvags  a l lowances,   resul t ing  effect ively 
i n  higher  worker compensation. Publ ic   sec tor  wager and salaries were 
increased by 20 per cent  i n  1979. There were no increases  i n  1980, but i n  
1981 there  vas a lump sum increase  o f  KD 50 and KD 35 each for married and 
unmarried  Kuwaiti narfoaals, respec t ive ly .  In add i t ion  t o  thcac,  there 
were gome increaecs   in   a l lowances  for  doctors ,   t eachers ,  and engineers.  
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The C e n t r a l   S t a t i s t i c a l   O f f i c e  of t h e   U n l s t r y  o f  Planning  has  been 
publ i sh ing  coat  of l i v ing  and  wholesale  price  indices which have  been 
based on  budget  surveys  carried  out i n  1972. 1/ 'IJhile these i n d i c e s  have 
l imited  coverage and underastimate t h e  rise iz prices due to t he  heavy 
ve ight  a i  t h e  subsidizad  commodities, they neve r the l e s s  s4crp t o  have had 
r e f l e c t e d   f o r  some period reasonably well the  gene ra l   s r end   i n  price 
movements. Ib ind ica ted  by t h r s e   i n d i c e r  tha i nc rease  An prices, a f t e r  
acce le ra t ing   du r ing   t he  1972-7s period,  has been slowing dowu over   the 
las t  s e v e r a l   y ~ r a r s .  The average  annual rate of i n c r e s s a  of about   10 p e r  
c e n t   i n   t h e   c o s t  of l iv ing  index   dur ing   the  1972-75 p- r iod   dec l ined   to  
about 7 p e r  cent dur ing  the 1976-80 per iod  (Table  8). The d e c e l e r a t i o n  
was p a r t i c u l a r l y  steep i n  1979 when t h e  cost of l i v ing   i ndex  rooe by only  
5 .2  p e r  c e n t  compared v i t h  6.2 per cent i n  1978 and 9.7 p e r  c e n t   i n  1977, 
The r e l a t i v e l y  high r a t e  of increase i n  1977 resulted mainly  from a aharp 
rise i n  hous ing   coa t s   r e f l ec t ing   bo th  a m o d i f i c a t i o n   i n  the coverage of 
this item and an actual i n c r e a s e   i n  t h e  hous ing   cos t  a8 a r e s u l t  of a new 
r e n t  law passed i n  September  1977  which  permitted  increaaea  up t o   1 0 0  p e r  
cen t  for r e n t s  that had  remained  frozen  during  the  previous  f ive  years.  
After the  slowdown i n  1979 there vas a s l i g h t   a c c e l e r a t i o u  of price 
i nc reases  in 1980. P a r t i a l   i n f o m a t i o n   s u g s e a t s  t h a t  i t  con t inued   i n to  
1981   bu t   t ha t   t he  rise remained  moderate. 

In gene ra l ,  the moderation i n  price prcsaures  i n  r e c e n t   y e a r s   r e f l e c t s  
t h e  impact   o f   the   au thor i t ies '  Improved demand management p o l i c i e s  and 
t h e  expansion in s u p p l y   a v a i l a b i l i t i e s  owing t o   t h e   e l i m i n a t i o n  of tram- 
por t   bo t t l enecks   and   o the r   cons t r a in t s .  In a d d i t i o n ,  t h e  Governmeut's 
subsidy  program  have  been an important factor i n  moderating  the  impact 
of any  underlying demand pressures   on   p r ices .  

The Government's d i rec t   p r ice   subs idy   program is c a r r i e d   o u t   p a r t l y  
through  the Kuwait  Supply Company, e s t a b l i s h e d  in late 1973 t o   r u b a i d i z e  
p r i c e s  of bas ic   food  items such as rice, s u g a r ,   e d i b l e   o i l s ,  and a l k ,  
and pa r t ly   t h rough   t he  Union of Cooperative  Societiea  which providaa 
subs id i e s  for a v a r i e t y  of o t h e r   c o m o d i t i e r .  In a d d i t i o n  t o  these, 
d i r e c t   s u b s i d i e s  are also  provided  to   producers   and inporters of cement, 
da i ry   p roduc t s ,   f l ou r ,   s and   l imes tone ,   i ron   rods ,  and l i v e   s n ~ m a l s .  The 
budgetary  coats  of these  aubeidiea  amounted  to  about KD 10 m i l l i o n  a yea r  
in the late 1970s  and are e s t i m a t e d   t o   i n c r e a s e   t o  KD 23 million in 
1980/81. Of f a r   g rea t e r   impor t ance   t han  the d i r e c t   s u b s i d i e s  are t h e  
i n d i r e c t   s u b a i d i c o   f o r   e n e r g y   a n d   u t i l i t i e s ,   p r o v i s i o n  of many welfare 
bene f i t s ,   such  as f r ee   educa t ion ,  health care, and s u b s i d i e s  for housing. 
Budgetary  payments f o r   t h e s e   s u b s i d i e s  are put  a t  KD 140 millioa i n  
1981/82 compared w i t h  KD 54.4 m i l l i o n  i n  1978/79. 

l/ The indices  noted  above have s t e a d i l y  become less r e p r e s e n t a t i v e  of 
gezeral price trends in  more recent  years due t o  changes In p a t t e r n  of 
consumption and expendi tures .  Ae a r e s u l t ,  t he  Cen t ra l  Stat is t ical  Office 
hag currently been eng8ged in oreparation of new i n d i c e s  basru on budgee 
and other surveys for 1977 and 1978. In a d d i t i o n  t o  othar improvaments, 
t h e  new i nd ices  have an ea largad  commodity balkat ,  a b a t t e r  salectioa of 
rezai l  o u t l e t s ,  and mora a d a q w t e   r e n t a l   d a t a .  
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S a  Davrlopmant plrauina 

Development p&aning began in await  in 0 8 t l y  1947 when b Planning 
B 8 r d  war crrrcad and a fiva-yarr plan coveting t h e  pariod from arch  
1967 t o  a r c h  1972 war launchad. The plan's  implamentation, hovmvrr, war 
rumpandad in 1967. In an e f f o r t   t o  accelmrate the dwelopmnt procarr 
in a coordinated and comptehmarive aanner, a Pivr-Yaar hvalopment  Plan 
covering the  1976/77-1980/81 pariod va8 p t rpa r rd  m a d  rubmit tad  to   the 
Cabinet  for  approval.  To expedite the  fmplemontrtion  of  th8 plan, a 
Ministry of plauniag wao e r t a b l i r h a d  i n  e a r l y  1977 t o  raplacr t h e  Plrnnfng 
Board 

While the  d r a f t  pl8n w8a not  form8lly  approved, the crpitrl expendi- 
turea  of t h e  budget#  during  1976/77-1980/81  prrlod  includod  allocrtionr 
f o r  t h e  p ro jec t r  fn the plan. The d t 8 f t  plan providrd for to ta l  f ixed  
invertmaat of KD 4.4 b i l l i o n ,  a r u b r t r n t i a l   i n c r e r r m  i n  invmrtmentr over 
previous years, of which more th8n 75 per ceut warn to b. in the publ ic  
sector. In an ef for t   to   b roaden  the coun t ryws  aconomic barr, i t  placed 
special emphasis ou i ndur t r i a l i z8 t iou ;   abou t  38 par cent w.8 to ba spent 
d i r e c t l y  on t h i s  s e c t o r ,  with p r i o r i t y  given t o  capi ta l - fa tour ivr ,   axper t -  
o r ien ted   indus t r i88  uaing o i l  and gar ar feedrtocka and/or 8 rource of 
energy. In uupport of t h i s  industrialization program, another  30 p a r  can t  
of t o t a l  planned invrrtment war a l loca ted   t o   t he   expaus ion  of  rlrctric 
pover  generation and water d e r 8 l i n r t i o n  and t o  the improvammat of  t h e  
t r an rpor t a t ioo ,  port, and s to rage  fac i l i t i e r .  To enaura adequate  houring 
accomodationa 8Pd t o  expand the 8duca t io lu l  and h u l t h   f a c i l i t i a r ,  31 per 
cent  of  the  investment was to b. -de in the  conr t ruc t ioa  lector (Appendix 
Table 32). k of the prermt, no new develoment  plac h a m  brao drafted, 
but t he  M i n i m t r y  of Planning ha, beau car ry ing  out 8 umber of f e a r i b i l i t y  
studies and h8r been r t reagthaning   the  r tatir t lcal  found8t ion   for   the  
planning proceas. 

1. Xntroducrion 

The publ ic   sec tor  in Kuwait c o n s i s t s  o f  t h e  government o d d n i r t r a t i v e  
u n i t s  and the  public enterpriaar. Th4 govermnent admiu ia t r r t i ve   s t ruc tu re  
is made up of two groupa: f i ra t ,  the c e n t r a l   g o v e r n m n t   u d t s  covered by 
t he  general  budget including the  Herd of State and  19 ministries and 
departments and aecoud, t h e  ceatrsl government u n i t s   w i t h  attached budgctr 
(largely dependent on t r a n s f e r  from the general   budget),  namely, t he  Public 
Authority for  Southern  Arabia and t he  Gulf (which admin i s t e r s   t r an r f s r s  t o  
nations in thore arear), the   Publ ic   Authori ty  for flouring, t h e  Kuwait 
Uaivtrritg, t he  Natioual kaambly, the Public  f n a t i t u t i o n  for Social  
Secur i ty ,  and the Huuic ipr l i ty  of Kuwait. I/ Effrctiva June 1980 the 
Land Acquisition  Papattmant,  which pravlourly had ita own at tached budgat , 
I/ Tha Municipali ty of Kuwait rdmlnistarm all t h ree  8overnoratar i n  

Ku%it , i .r.  , t ha  capital  ara4, B.wrlli, and W d i +  
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was incorporated with the Municipality of Kuwait  budget.  Among the public 
enterprimer there are 12 nonfinancial enterprises and 9 financial enter- 
prlaem, all of them having separate budgets and leeally and financially 
independent of the Central Government. Important changer rcrulted from 
the  eetablishment in January I980 of the KPC, which took over am subsidi- 
aries four  public enterprises in the oil rector  and became responsible 
for marketing  both crude oil and refined products.  1/ Since fiscal year 
1980/8l (ended June 30) o i l  revenue8 in  the  central-government  budget 
have reflected  only the sales of crude 011 (and small amounte for gas) 
co KPC at the official government sales prices, while KPC ha8 retained 
the difference between this cost and ita realized  prices for crude oil, 
refined  products,  and LPG, it also deducts the losses on domestic sales 
(at prices far below expolt levels) from Its payments to the Treasury 
for crude oil. On the expenditure aide,  payments prevloualy made by 
t h e  Government for financing current and capital operations In the 
hydrocarbon sector have become the reeponeibility of KPC and therefore ~ 

have been taken out of c h i  budget. 

The financial structure of the Central Government consists of the 
General Account  and  two extrabudgetary special accounts, the Reserve 
Account and the Reserve Fund  for Future Generations.  Most government 
financial operations are effected through the General Account, which 
covers the current and capital outlays of the general budget  and  part of 
the Government's domestic lending operations. Investment income, however, 
does not appear in the general budget. It is  treated by the Government 
as an extrabudgetary item  cud is added to the two reserve accounts. 

The General Reserve and the Reserve Fund  for Future Generations are 
the vehicles for  the disposition and management of overall budgetary 
surpluses. The General Reserve receives the repayments of loam extended 
by the Government, investment income from assets held in  this account, 
and  any surplus in the general budget.  Ita financial resources are used 
to meet contingencies, to acquire domestic and foreign assets, t o  make 
transfers to local public agencies and private companies, and to make 
transfer payments to foreign countries and international organizations. 
The Reserve Fund for Future Generatione, which was eetabliehed in fiscal 
year 1976/77, was credited Initially with an allocation of 50 per  cent 
of the resources of the General Reserve and by law (No. 106 of  1976) is 
credited annually with at least 10 per cent of total government revenues 
(exclusive of investment income), 2/  10 per  cent of Investment income 
accruing to the General Reserve, azd all of the income accruing from its 
own investments.  Unlike the General Reserve, the Reserve Fund for Future 
Generations cannot by law be used to finance budgetary outlaye. 

1/ See Section I, subsections 2 and 3 for institutional and financial 

21 The percentages of budgetary revenues earmarked for the Reserve 
details, respectively. 

Fuzd for Future Generations have substantially exceeded  the  legal minimum, 
amounting to 20 per  cent in 1980/81 and 28 per  cent in 1981/82. 
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T a b l e  9 gives a mmmartp of consolid8ted fircrl drt8 for a11 units of 
the Central Cov~rnment, nat tran8farr  to govaramant rg8nclaa with  attrchad 
budgets, and net domestic lendins and  equity  participation in public aector 
enterprirea. Due EO aoMv8S,rbFlity o f  ad8qurte d8ta on ~overnmaac 
external and domestic as8ets. the main finracing itaw are  computed  8s a 
r e s i d w l  incluriva sf diacrep8ncirr tsflec~ing unr8corded revmuma and/or 
expenditures. 

2. Overall fisc81 developmanta 

The outcome of government financial operrtionr ammaritad in Table 9 
shows that  tha ovrrall surplus averaged KD 1 . S  billion (.bout on. third of 
GDP) between 1976/77 rad 1978/79 and t o l e  rhrtply t o  ovar KD 4.0 billion 
(well  over oue half of CDP) in the following  two yerrs. I n  only two out 
o f  the  five pears under favimw, uamalp, 1977/78 and 1980/81, the overall 
surplus  dropped  somewhat a8 a rerult of stabilization or daclina in oil 
receipts  while  expenditurea maintainad an upward fraud. The v8rioua 
factors respon6ibh for developenta in revenue8 and expenditures are 
analyzed below. The ratio of total  govarnmant rmveaua8 to GDP roae on 
average from 73 per ceut  during the three years endad in Juna 1979 to 
about 89 per  cent iu the following two years. The corrrspoadlng total 
outlays  (including  net  lending) to GDP ratios were 40 per caut and 34 per 
cent,  respectively. 

During the  last  five fiscal years,  about 97 per cent of government 
revenue was derived  from o i l  export earning. and income from inveatmeatr 
(mostly foreign). These foreign exchange earnings 8ffect the  domestic 
economy only when  used  to  finance  government  domestic  expenditures. In 
order to asses8 the  impact of fircal operations on domertic  demand in 
Krrvait, t h e  aggregate  data  presented in T a b l e  9 have been modifimd in 
Table 10 to esti~utc domestic expenditures on the baris o f  drta on 8ctwl 
foreign expenditures now avsil8ble from the Central Bank, vhich is the 
main paying agent of  the  Govarnmsnt. Previously, foreign expmnditures 
were  estimated at 10 per  cent and 75 par  cant of current and developnt 
outlays,  respectively. The Central Bank payments d8ta were sdjuatad  to 
incorporate loan disbursements  and foreign invesmcuts of the Kuwait 
Fund a 

Following  increases at an average annual rate of about 40 per cent 
during  1974/75-1977/78, 1/ govemrnt net domrrtic expenditure. stabilized 
in 1978/79; the growth  &eleratad  to  about 26 per  cent in 1979/80, 
and then slowed down to about 14 per  cent  in 1980/81 (Table LO). The 
stabllitatiou of  government  domestic  expenditures in 1978/79 contributed 
significantly to the slow do^ i n  domestic economic ,ctivlty and,  coupled 
v l t h  the improved flov of goodr and services from  abroad,  helped to reduce 
the inflationary pressures  which had persisted  during the mid-1970s- Aa 
the economy  vaa  largely free from supply constraintJ, the expansionary 
lmpact of higher  domeatic  expenditures by the Govetmnant fn 1979/80 and 
1980/81 stimulated  private economic a c t i v i t y  without generating i~ f lat ioerary  
pressures. 

1/ See S X / 8 0 / 1 4 6 ,  Table 15, p .  32. - 
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Table  9. Kuwait : Covrrrtmant Financial Oprrat ion,, 1976f  77-1981f  82 

(In millionr of Kuwaiti d i n a r r )  

Actualr BudRe t 
1976/77  1977f  78  1978/79  1979/80  1980/81 I l /  1980/81  1981/82 

Revenue 
011 and gas 

2,992.2 
2,598.3 

Invc a tme nt  
income 329 04 

Other  current 58.9 
Capital  5.6 

pendlture 1,268.0 
Current 21 705 .O 
Tranafcr;  abroad 101.5 
Development 353.1 
Land purchase8 108.4 

Net domestic  lending 210.3 
Par t i c ipa t ion  31 175.1 
Lendrng' (net ) 

- 
35.2 

Tot a1 out loyr 1,478.3 

Current  surplus 5-f 2,180.0 

Overal l   surplur  1,513.9 

nancing 51 -1 513.9 
Deporrtr wrth 

l oca l  banks -21.0 
Cash balancer -8.9 
External  rnvest-  

3,- 

mente and domea- 
tzc assets 11 -1,484.0 

3,049*0 
2,575.3 

384.2 
84.8 
4.7 

1,612.0 
716.0 
213.7 
493.9 
188.4 

303.7 
297.4 
6.3 

1,915.7 

2,114.6 

1,133.3 

-1,133.3 

-68.0 
1.7 

- 

-1,067.0 

3,648.6  6,922.8 6,302@5 6,242.7  7,201.7 
33036rl  58940.4  4,434.2  4,493.S  5,096@7 

521.4 880.3 1,743.9 1,660.6 2,000.0 
86.7 95.6 111.1 84 .O 99 e 2  
4.4 6.5 13.3 4.6 5.8 

1,632.5 2,147.1 2.S69.5 2,867.0 2,930.4 
832.1 1,207.3 1,419.7 1,685.6 1,654.2 
194 .O 213.0 261.1 250.6 264.4 
499.0 462.9 496.9 730.8 711.8 
107.4 263.9 391.8 200.0 300 .O 

262.1  231.3  148.3 
239 .O 217.8 50.0 41 
- - 
23.1 13.5 98.3 - 

1,894.6  2,378.4  2,717.8  2,867.0  2,930.4 

2,618.1  5,496.0  4,608.4  4,301.9  5,277.3 

1,754.0  4,544.4  3,584.7  3,375.7  4,271.3 

-1,754.0  -4,544.4 -3,584@7 

-36.0 -190.5  -160.3 
19.8  -0.6  -33.8 

-1,737.8 -4,353.3 -3,390.6 

Sources:  Ministry of Finance and Cent ra l  Bank of Kuwait. 

- 1 / Provis   lonal  . - 21 Wages and ra lor le r ,   purcharer  of goods and servicer, and domest ic   t ranrferr .  - 3 /  Inc ludes   cont r ibu t ionr   to  Kuwait Fund for Arab  Economic Dcvelopmcnt. 
c 41 Based on incomplete  data. - 5 /  Revenues o ther   than   cap i ta l   revenue  less current   expendi turer  and tranrfctr abroad. 
- 61  Increares   in   dcpori ts ,   balancer ,   and  arrete   denoted by mrnue rlgn.  - 7 1  Include8  ditxrcpancier  between  budget  reaultr  and f inancing Item. 
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1977/78 1978/79  1979/80 1900/0l - 1/ 

108 7 117 0 2  146- 1 

( 8 9 . 5 )  (91.1) (102.1) 

(19.2)  (26.1) (44.0) 

3. Government foreign 
rxp.ndicurer, 4/ of which: 429 a 6  3920 S 481 4 

batributioa t o  BAED (60.0) (55.6) (50.0) 

4. Net doar8tic axpmnditurer 
1-2+3) 1,377.4 18384.9 1,7S0*9 

513. 8 
(75.0) 

Sourcar: Table 9 ,  Cancra1 bnk of b u a i t ,  and rtaff artimatam. 

1/ Provirional. 
21 Revenuaa other than a i l  rmceiptr and inva~tmmaf incow. 
3/ Incoma from doaretic marmtr. Eltimated at 5 par cent o f  total  invert- 

L b /  Data provided by the Caatr.1 Bask of Kuv8it. 
meZt incoma # 
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3. Revenuar 

Budaataty  revenuar are dominated by o i l  receiptr but   invartmant  
income, which i r  treated ar axt rabud#atarp  and i n  d8riv.d mainly  from 
foreign a r a a t a ,  ha0 a l ro  becoma important.   Durins tha four-yarr   par iod 
andad  1979/80 o i l  t r c e i p t r   ( c o o p t i r i n g  direct ralar of crude o i l ,  t a f i n e d  

83-87 p a t   c e n t  of tot81  revanuar ,   8nd i n v a r t ~ n t  incoma for rno tha r  
11-14 par cmnt. In 1980/81,  howevar,  tha rhrrr of o i l  racaiptr daclinad 
t o  70 par can t ,   wh i l a  that of invartmant  income roro to a b u t  28 p a t  cant. 
Other revenuer   (mainly  cur tom  receiptr)   hava  accountad for 2-3 p e r  cant 
of t o t a l  (Tabla 11). Curtoma d u t i r r  8re lev iad  a t  a rtmdard rata of 
w per cant on t ha  c . i . f .   va lue  of c o m a r c i a l  importo. Foodrtuffr   and 
p-odute  good. are axemptad, whi le  p r o t a c t i v a   d u t i r r  ara app l i ed  t o  importo 
competing w i t h  local productr.  1/ Othrr  ravenua  mourcar  coaprire: (a) a 
tax on   ne t  income  and p r o f i t r  o r  non-oi l   companiar   carryin8  on ttada or 
b u r i n e r r   i n  Kuwait l ev i ad  a t  5-55 per  cent on a r l i d i n g  rcale, which i n  
p r a c t i c e  is n o t  armanred on compaaier ownad f u l l y   b y  Kuwaiti mharaholdarr; 
(b)  var iour  faer and   cha rge r   pe r t a in ing   t o   p ropa r ty   t r an r fa r r ,  motor 
vehicle r e g i r t r a t i o n r ,   a n d   r i r c e l l a n e o u r  rctivit ler;  and (e) capi ta l  
revenue6 from rerala of land by t h e  Government. 

productr  and 088, a8 Wall 88 C8X and t O y d t p   p 8 p a n t O )  8CCOUnt.d for 

Total  revanuer,  which  have  maintainad a rteady upward t r and  mince 
1976/77, fore r h a r p l y   i n  1979 l80  b u t   f e l l   i n  1980/81m The 90 p a r  cent 
incrtare i n   t o t a l   r e v e n u e r   i n   1 9 7 9 / 8 0  War due mainly t o  a near   doubl ing  
of o i l  r e c s i p t r ,   p a r t l y  bacaume of pr i ce   i nc r sa re r   and  8 h O  due t o  the 
rho r t en ing  of the  credit per iod on o i l  malea  from two monthr t o  ona 
month e f f e c t i v e  September  1979, which ramulted i n   a n  extra month ' r   papant .  
Another con t r ibu t ing  factor war the  r u b r t a n t i a l   i n c r e a r e  (by 69 par cant) 
in   invca tment  income. Invartmrnt  income  rore even f a r t a r   i n   1 9 8 0 / 8 1 ,  
nearly doubling t o  #b 1.7 b i l l i o n ,  dum t o  add i t ion6  t o  f o r a i g n  arretr and 
h i g h   i n t e r n a t i o n a l  interert  rater. N .ve r tha l e r r ,   t o t81   r evenue   dac l inad  
by 9 per   cen t  becaure of lover   c rude  o i l  product ion,  rmller o i l  p r i m  
i n c r e a r e r ,  8nd the t r a n 6 f e r  of p r o f i t 8  from sale of   re f ined   p toduct8  and 
LPG t o  the Kuwait Petroleum Corporation. 

4. Exp+nditurer 

Over the five-year  period  ended  June  1981  current  expenditure (com- 
p r i s i n g  wagea, salarier, purchame of goodr and  o ther   rc rv icea ,   and   domer t ic  
tranmfcra) accouatcd on   average   for   over  46 per cen t  of t o t a l  government 
outlays,   development  expenditures for 23 p e r  cent, f o r e i g n  transfers f o r  
9 p e r  c e n t ,  land purcharcr  for 1 0  per cent, and n e t  domestic lending  
( inc luding  cap i t a l  p a r t i c i p a t i o n  i n  p u b l i c  entcrprirer)  i o r  1 2  per cent .  
Following a 30 per cen t   i nc rea re   i n   1977 /78 ,  total ou t l ay8   dec l ined  
marginally i n  1978/79  but tore i n  t h e  fol lowing two years by 26 p e r   c e n t  
and 14 per cen t ,   r e spec t ive ly .  

- 1/ For details aee Sect ion  V. 
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?ircal  year 19td/t9  MrkPd a torrrrrl o f  t h a  oxpmrioarty trond i n  

the COvarnmanc'a budeotary  policiaro  Currant  axpoaditurar far vagos, 
ralatier,  aad goodr rad renticar tor0 romawhrt in r o 8 l  tarma, but  othor 
expendi tu to   c r tagor l r r   cona t i tu t ia#  about 56 pot  cant  of tota l  mra 
e i t h o r   r t a b i l i r a d  or raducrd, avrn i n   n o p l l u l  tarma. 

Tha uprurge i n  t o t a l   e r p a n d i t u r e r  that follouod i n  1979/80 u88 
confined  to current axponditurar and *o rpondin8  undar t h e  land  purcharo 
program. Current  rxpenditurer toma by 45 per   cen t   t o  KD 1.2 b i l l i o n  
becaure of upuatd a d j u r t u n t r  In w8ger and s81arie8, inc ta rord  dofaarr 
expenditure,  rad  highrr  prmont8  Lot  food  and other oubridior* Wagor 
and ralarier o f  public  rector  amployaar uato ?aired by 20 pat cant i n  
December 1979 and tho incroara war made ratrorctivr t o  ?abrurry 20, 1979 
(Table 12) .  Effect iva  July 1, 1979 r loc i81   gran t  of ItD 10 pot ch i ld  
{up t o  a m~ximua of KD 100 prr family) W 8 8  p8id t o  quul i f iod  publ ic  
rector  employerr. I n  the same yrar exprndi tute  undo? the  land purctura 
program tore  by 146 par c a n t   t o  roma KO 264 mill ion.  Zhe C0vetM.nt'r 
land  putchare program involver   the   rcqui r i t ion  of l8nd  from kruait i  
c i t i t r n r ,   o f t r n  a t  abovo market  value,   for  conrtruction of ro8dr,   public 
bu i ld ing r ,   i ndur t r i a l   r i t e r ,   pub l i c   pa rk r ,  and  houring  projactr   for  lover 
income groups. Thir proarm  al ro  involved  remall in$  land  to   fndividrrr l r  
8nd corpot8tiona for hourro  or frctarirr a t  pricer r u b r t r n t i r l l y  lowar 
than   acqui r i t ion   p r icar .  Am auch, i t  ham h e n  used by tha  Covernsant 
as an inr t rumrnt   for  income d i r t t i b u t i o n  and f o r   d i r e c t  injrction of 
l i q u i d i t y   i n t o   t h e  economy, and tha a c t u a l  amountr rpent undrr t h i r  
progr8m frequent ly   deviate   widrly  f rom  budgot   a l loc~t ionr .  

The lower r a t e  of i nc rea re  of to ta l   expandi tu te r   (exc ludina   na t  
lending) in 1980/81 war on accouut of I dece le ra t ion  i n  tha s r o u t h   r a t a  
of current  expenditurar and 8xp.UditurOr  for  land putch.r80 (Tabla  9). 
Fo1lowing the  increase of 45 par cent  i n  1979/80,  current  expenditurea 
grew by only 18 per cent in  1980/81  and  mort of t h i r   i nc raa re   em~na ted  
from expendituter for good8 and r r r v i c e r  and  from  domertic t r m r f a r r  
(Table 12) .  The lat ter category  includad  rh8rply  higher   t raarferr   for  
t he  Public I n r t i t u t i o n  for Social   Security  and KD 27 mil l ion   g r rn t r  of 
KD 100 t o  each  publ ic   lector  employee e f f r c t i v e  Novambat 12, 1980. 
Regarding  expenditure for l and   pu tch~8ea ,   the  incraare d e c e l a r ~ t a d  from 
146 per cent fa 1979/80 t o  48 per   cent  in 1980/81.  kbtaover, net  domartic 
lending  appaarr   to  have dec l ined   i n   ab ro lu t s  t e rm,  although  the 
preliminary actual. are  incomplete.   Capital   participation i n  t h e  KPC 
(between KD 500 mill ion and KD 600 million  during  1979/80  and  1980/81) 
involved a t r a n s f e r  of previoumly  paid i n   c a p i t a l   r u b r c r i p t i o n r   i n   t h e  
four corpanier taken over by KPC, rcrrrerred rt their end-1978 value, 
rather than a carh payment by t h e  Gov8rum8ut. 

There i r  no meparate  development  budget in &wait, exprndi turer  on 
s e c t o r a l  investment projects being nllocated  under n separa te  ncadias 
(chapter  4) of t h e  general  budget. Data for recent pear8 are gioan i n  
Table 13. Following  revrtal  yearr of continuour incraare, t o t a l  
devs lopent   expandi ture8   leve led  off in 1978179 and declined i n  1979/80, 
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ACtuaAr lvarrt 
l976/77  1977/78  l978l79 1979180  1980181 A i  1980oldl 1981/82 

314.3  272.6  352.b 
63.5  66.7 79.1 - - 

746 a 0 762.3 811.1 

4 1  .o 4 6 . 3  056.0 

L67 .O 
168.b 

1,257.0 

- 185.9 
213.0 

1,437.9 

-18.2 

- 831 .O 
2Oi.5 

1,743.7 

-11.1 

- 720.7 
239.3 

1,731.1 

-77.3 

- 
49.7 

- . .. 
a * *  ... ... .. . ... ... - ... 

296.6  286.9 261.2 
263 .4 143.J 153.6 

16.9 63.8 78.7 
62.0 62.8 99.9 
38.6 09.9 50.2 

102. 8 2 s . 2  166.7 

660.6 923.2  932.5 
- - - 

3%. 1 
187.8 
101.3 
113.5 
b6.3 

201.6 

1,215.2 

-7.9 

- 

362.6 
217.2 

U 3 . 1  
2S9.3 

128 1 
235 .S 

10.7 

172.2 
300.0 
62.9 

311.2 

1,792.6 

98 .2  

- - 586 .O 

1,736.0 

-50.8 

. .. 

... 
01 .o u.3 S6 .O 
s9.7 69 - 0  7 1  .O 
18.7 22.7 1s .o 

49.7 
69.8 
20.1 

18. 1 
86 .I 
28.7 

77.3 
98.2 
20.9 

... ... 

..I 



Table 13. Kuwait: Development Expenditurer, 1976/77-1981/82 

(In millionr of Kuwaiti dinarn) 

Actulr Budget 
l 9 I 6 m  1971JJ8 1 9 7 8 m  1979/80  198Q/81 - 1/' 1980/8l  1981/82 

13.4 
17.6 

29 e 0  

34.9 
18.2 
20.6 

15.0 
10.7 

17 e9 
8.2 

31.1 
11.0 

Education and culture 
Health 
Housing and related 

Electricity  and water 
Transportation and 

communications 
Jus try 

f isherlee 

facilities 

Agriculture and 

Others 2/ - 
Total 

29.1 
8.4 

89.2 
88.6 

146.0 
113.5 

134.6 
132.8 

136 5 
147 05 

110.3 
179 6 

199 5 
190.1 

151 0 
300.9 

40.4 
113.3 

67 05 
118.8 

80.2 
99.6 

96.9 123.0 
80.0 

134 8 
105 1 

149 e 0  

28.6 77.7 

1.5 
-10.9 - 0.8 - -16 6 

0.5 
12.5 - 2.4 

-23 8 - 1.2 
-23.3 - 2.9 

60.9 - 
730.8 

2.3 
37.9 - 

353. 1 493.9 499 0 462.9 496 9 711.8 

Sources: Ministry of Finance and Central  Bank of Kuwait. 

- 11 Provisional. 
21 Balancing item. Reflects inclusion in total of other social welfare, adminia- 

trrtlve, and unclae~ified expenditures: and exclusion from total of expenditures 
financed from the resources of independent agencies. 
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thus f a l l i n g  conr iderably   shor t  of t he  budget   a l locat ions.  The s h o r t f a l l  
i n  implementation war a t t r i b u t a b l e  mainly to prob lem of prepa ra t ion  
and coordination,  such 81 i n  t h e  al lotment  of l and   for   p ro jec t8  cr t i m e l y  
compleclon of vater and r l ec t r i c i ty   connec t ions .  In 1980/81 developPlent 
expenditures turned  back up, but only by 7 per cane ,   t eprss rnz ing  a 
f u r t h e r  d e c l i n e  la teal  terms.  Furthennore, with less than 70 p e r  cen t  
of budget  al locacianr actually spent, the shortfall in p r o j e c t  imlemen- 
t a t i o n  persisted. 

Kuwait   provide8  project   loanr   to   other   developing  countr iea   through 
the  auconomoua kwait Fund f o r  Arab  Economic  Development, from funds 
a l loca t ad  by t h e  Government f o r  t h a t  purporr in the general   budget (see 
footnote  3 ,  Table 9). In add i t ion ,   fo re ign   t rons fe r r   ma in ly  i n  thr form 
of   caah  grants  are provided  under   the  var iou  headings a h o m  in Table 14. 
During t h e  last two f i s c a l   y e a r s ,   o v e r  70 par cen t  of f o r a i g n  trarufera 
were provided i n  accordance  with  agreement8  concluded  vithin  tha  frrmawork 
of t h e  Arab Iaague. In 1979/80 the  Khartoum and  Rabat  Agreementr ware 
supersaded by the  Baghdad Agreement. Tranrfers   provided  under   the Tunis 
Agreement i n  1980/81   per ta in   to  a five-year USS2 b i l l i o n   r e c o n s t r u c t i o n  
and  development  program f o r  Lebanon,  agreed  upon i n  November 1979  and 
funded by a w a i t  and s e v e r a l   o t h e r  Arab  governments. Kuwait ir also 
s igna tory  to the hman Agreement,  concluded i n  November 1980, and pro- 
viding for the a l l o c 8 t i o n  of US$S b i l l i o n  over a ten-year  period t o  
f inance  development   projects   in  the lass developad member c o u n t r i e r  of 
t h e  Arab  League. 1/ The Arrb Fund for   Econodc   and   Soc ia l   Devclopent -  
a reg iona l   deve loGent  fund headquartered i n  Kuwaft-ras  entrurted with 
t h e  technical  mupervision of p r o j e c t s  and the  disbursement of funds t o  
those count r ies .  

5. The 1981/82  budget 

The 1981/82  budget  projects a 14 p e r  cent i nc rease  i n  revenues and 
expendi tures   (excluding  net   domest ic   lending)   over  t h e  p rov i s iona l   ac tua l6  
of  1980/81. The higher   revenue  es t imates  are based  on  mainly the asrumptioar 
of an a v e r a g e   d a i l y   o i l   o u t p u t  of 1.5 Pl i l l i on   ba r r e l a   and   an   ave rage   o i l  
price o f  US$35.50 p e r  ba r r e l .  In  t h e  second half of 1981, however, o i l  
output   averaged  c lorct  to 1.0 m i l l i o n   b a r r e l s  per day.  Mofeover, t h e  
o f f i c i a l  sales p r i c e  of Kuwait’s p r i n c i p a l   c r u d e   o i l   e x p o r t  vas reduced 
from USS35.50 p e r  brrrel t o  US$33.00 per barrel e f f e c t i v e  November 1981  and 
subsequently,  USS32.30 p e r  barrel e f f ec t ive   J anua ry  1, 1982. Bcnce both 
average  output and average pricer appear l i k e l y  t o  be lower than  budgeted. 
The h i g h e r  expend i tu re s   fo r   1981 /82   r e su l t   pa r t ly  f rom i n c r e a s e d   a l l o c a t i o n s  
(by one t h i r d )   f o r  development   projects   in  t h e  a r e a s  of educat ion,   housing,  
e l e c t r i c i t y   g e n e r a t i o n ,  and transportatloa and communicationsb  Outlayu 
for cur ren t   ope ra t ions   a r e   a l so  t o  r ise ,  although these do not provide  for  
upward adjustments i n  salaries and wages. Allocat ions for land  purchases 
are budgeted t o  decl ine  by approxmately one t h i r d  while t h e  a l l o c a t i o n   f o r  
foreign gran t s  has b e e n   s t a b i l i z e d   a t   t h e  1980/81 p r o v i s i o n a l   a c t u a l  level. 
The 1981/82 budget  surplus i s  now expected to be smaller than t he  IaI 2.9 
bi l l i on  budgetad,  since the l i k e l y  shortfall in  oil revenues will probably 
exceed t h a t  i n  outlays. 

I/ Djibout i ,   2hut i taPio ,  Somalia, Sudan, t h e  Yeman Arab %public,  and t h r  
Pc;;bla’s Democratic Upubl i c   o f  Yearm. 
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Table  14, Kuwait:  Tramfcra Abroad,  1976177-1981/82 

(In n i l l i o n r  of Kuwaiti dinrrr) 

Actual8 Budget 
1976177  1977178  1978179  1979/80  1980/81 - 11 1980/81  1981182 

‘Transfers  under 
agreements L/ 

Khartoum Agreemcnt 
Rabat Agreemnt e t  a1 
Baghdad Agreemcnt 
Tunis Agreement 
Amman Agreemnt 

Ald LO Gulf States and 
Southern  Arabia 

Other tranafers  abroad 

Contr ibut ions  to   Inter-  
nat ional   organizat ions 

Adjustments for  carry- 
overs 21 

Total  

12.0  12.0  11.4  12 .o 12.2 

42.8  60.3 58.2 42.6  47.8 

9.0  4.0 5.5 6.6 8.4 

27.5  13.0 5 . 5  “ “ 

101.5 213.7 194.0  213.0  261.1 - - 

12.2  14.9 

50.2  50.3 

8.7 10.2 

” “ 

250.6  264.4 - 
Sources:  Ministry of rinence and Central  Bank of  Kuwait. 
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IO. Honey and Baakina 

The. evolution of the financial syrtern of Kuwait and  ita structural 
and functioual aspect8 hava been  largely influenced by the dominance of 
the oil sector and the openness of the  economy. Until 1973 receipts 
from ail exports aoe abaorbed domestically were generally inverted over- 
seas by the  Government  ulthout  the sadlation of financial intennediarirs 
and, eo a lesser extent, by the comercia1 banks.  The domastic banking 
system was  thus mainly a conduit for  the transmission of private financial 
resources to foreign financial markets. Since tha oil price  incraarer 
of 1973-74,  the Kuwaiti financial system ha8 undergone a pronounced 
transformation both  in  regard to site, structure, and  functions. With 
the increase in government domestic spending and the resultant growth of 
private and mixed sector investment, domestically and abroad, commercial 
banks' activities have expanded  sharply. Also, new types of financial 
inatitutions, like the specialized banks  and invertment companies, have 
appeared to cater to  the diverse needs o f  the domertlc economy apart 
from continuing their  role as a channel for tranamfssion of funds abroad. 
The characteristic feature of the Kuwaiti financial system has recently 
been  its  enhanced role as a financial intermediary to transfer surplus 
funds from the oil sector t o  domestic sectors in need of funds. 

1. Institutional structure 

Kuwait's financial system may be viewed in four segments: the 
Ceatral Bank,  the commercial banks, the specialized banka,  and  the nonbank 
financial institutions (Chart 1). Kuvait  had a Currency Board  until 1968 
when it waa replaced by a full-fledged Central Bank with wider powers in 
regard to monetary and credit  management. A8 a rcault,  the Central Bank 
began to hold a part  of the Government's foreign aerate, though the bulk 
of these arrets continued to be held  and  managed by the Ministry of 
Finance. The Central Bank Lav o f  1968, which governs its functioning, 
was amended  twice, first in 1976 and again in 1977. Under  the  first 
amendment, the Central Bank waa empovered to fix interest rate ceilings 
with the approval of the Minister of Finance. The 1977 amendment enabled 
the Bank t o  regulate the banking system in particular, and  the  other 
financial institutiour i n  general, and to strengthen its monetary policy 
imtrments, especially open market operation8 and  the discount rate 
mechanism.  Other changes in the Central Bank Low pertained to the 
opening of  new bank8  and  the cloeing of banks which violatad the banking 
lava, strengthening of the bank supervision apparatus, the ceseation of 
gold parity f o r  the Kuwaiti dinar and a minimum gold currency cover, an 
increase in the paid-up capital and resene8 o f  the Bank f rom KD 5 million 
to KD 30 million, and the sale and  management by cha Bank of recuritiee 
Issued or guaranteed by the Government or issued by any other Kuwaiti 
public  institution. Despite all these powers and authority, the Central 
Bank hae continued eo be conetrained in its monatary policy  management 
due to the dominance of government expenditure over rcoaomic activity and 
as the primary source of liquidity creation, the rurrounesa of slnancial 
markets, and  the openness of the econow. 
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The seven commercial bankr conrtitute the largert segment of the 

financial syrtem, mearured in tame of asretr. Of there, only the 
Bahrsin and Kuwait Bank is the branch of a foreign bank with headquarters 
in Bahrain. The comercial banks have 109 branches  in Kuwait, which 
gives an average of only 12,477 personr per  branch. 

The third segment of financial institution8 is represented by the 
three specialized banks. Two of there, the Industrial Bank of Kuwait 
and  the Real  Estate Bank, have been establishad since 1974. Like the 
commercial banks, these inrtitutions also hold deposita from the public, 
the Government, and other financial institutions but they diffur in their 
lending functions in catering to  the  mcdium-term credit req,ziremente of 
domestic Industrial enterprises and  housing. Their sources of finance 
also differ as they undertake the isaue of their o m  bonda, thereby 
helping to broaden the Kuwaiti  financial  market- The Credit and Savingr 
Bank specializes in medium-term loans for  house building and has financed 
low-income housing estates. It charges low interest rates on ouch loaas 
which are fully reimbursed by the Government, thereby rendering them in 
effect interest free. 

Among the nonbank financial institutions, the investment companies=- 
18 i n  all-have become the most  prominent.  In the initial stager, a 
major function of these companies was to act an agents to place abroad 
funds obtained mainly from the Government. With the increase in domestic 
Incomes, they have become, along with the commercial banks, important 
agencies in mobilizing domestic savings, which they then place in 
national, regional, and foreign  financial markets. They have also 
assumed the role of underwriters of issuea of international bonds as well 
as Kuwaiti dinar-denominated bonds floated by international and fore-an 
institutions. The investment companies are prohibited (with some 
exceptions, see below) from engaging in commercial banking activities 
and are not  permitted  to represent foreign cometcia1 banke. Foremost 
among them are the Arab Company for Trading Securities, set up in 1977 for 
the purpose of promoting a secondary market in Kuwaiti di~rdenaminated 
money market instruments and Eurocurrencydenominated bonds managed and 
underwritten by Arab-owned companies. In addition, there is the Kuwait 
Finance House, established in 1979. The principal goal of this inatitutioa 
is to promote and propagate interest-free banking in furtherance of Islamic 
principles. This institution accepts time deposita, the holders of which, 
like its shareholders, are entitled to profit-sharing rather than to 
interest receipts. It ala0 engages in real eetate and equity investment 
and avoids charging interest. The latest has been the Kuwait Mall Company, 
set up in 1980. 

Next in importance among nonbank  financial institutions are the 5 
national insurance companies, one of which is the Reinsurance Company. 
There are, in addition, 12 Arab and foreign insurance companies. They 
conduct both life and general inauraace business, the scope for which 
has been spreading rapidly in the last feu yearn with the grovth of the 
economy. -dowever, the rcale of their operationr ie small in comparison 
to  those of the commercial and other  nonbank  financial institutiona. The 
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social  insurance  organization manages the penrion and provident  fundr 
covering  both  government  and  private  aector  employee#,  and  there arm 
also money changers rad private  financiers, but no data arm currrntly 
available  on the operation# of theso  crtrqoties of nonbank  financial 
institucionm. 

Government  ownmrrhip in financial  inrtitutionr i8 wlderptead f u  
Kuwait  (Chart I). In on. of tha  comsarcial baukr-the Burgen hnk-the 
Covernment  has a majority  shareholding, vhile in another,  the kw&it and 
Mddle East Bank, it holdr a minority share. k regard8  the  rpecfrlized 
banks, the Government  fully o m #  one of thao,  thr  Credit  and Savingr 
Bank, while  holding 8 minority  share  in the  Indurtrial Bank o f  Kuwait. 
In regard t o  investment companies, the Government o m #  80 per cent of tha 
share  capital of the &wait Foreign  Trading, burracting and Invastmeat 
Company (KFTCIC), 50 per  cent  of  both  the  Kuwait Iatemtiorul Invertmeat 
Company (KIIC) and the  Kuwait investment Company, and 49 pet cent of the 
Kuwait Finance Houre. In addition it holds  interert  indirectly in the 
Arab Company for  Trading  Sacuritier since the KIfC and the Indurtrial 
Bank of Kuwait  between them own i t s  share capital. 

Foreign  ownership 16 legally  restricted in hw8it. The Con1p8nier 
Lav requires  that  Kuwaiti  rhare  capital should not be l e r r  than 51 per 
cent and the minority foreign ownership is confined t o  some investment 
companies and to only one commercial bank, the  Bahrrin  and Etuwait Bank. 
The bankang law8 prohibit the seeting up of forsiga-owned banlru or the 
licensing of branchao of foreign bank8 in Kuwait with the exception of 
one noted  earlier. 

The financial  system of Kuwait hrs grown rapidly  rince 1974 both i n  
terma of the  volume  and  diversity of aa8ets (Table 15). At current 
prlces,  the total asmets of the  financial  syrtem  compriring inrtitutionr 
in  respect of which  the  relevant  data  could be obtained,  increared  from 
KD 1.7 billion  in 1974 t o  KD 8.3 billion in 1980; thm annul compound  rate 
of growth of the  financial arsetr in real term (i.e., asmats deflated 
by the consumer  price  index) vas 21.4 per  cent.  The ratio of finrncial 
amsets to GDP roae from 44 per  cent to 116 per  cent in the mmc perlci. 
A8 for  diversity,  the  share of other  financial iaatitutionr in  total 
assets of the system, such an specialized banks and invertment companies, 
recorded a rise from 18 per  cent t o  26 p e r  cant  between 1974 and  19804 
Within  this group, the inveatmcnt  companies  expanded even fartcr, 
reflecting the vldening range of sources of finance and the  changing 
pattern of credit demnds in the Kuwaiti ecouomy over the years. Never- 
theless, the  predominant  porition of commercial  banks remained esacneially 
unaffected with thelr share in total assets remaining  unchanged at about 
58 per cent.  
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Tabla 15. Kywrrit: Orath  of tha t iruncirl  I y r t r ,  197s-80 

Ratio of 

0.69 1 .oo 0.57 .. . 

0.Sb 1 .oo O.bO 0.13 

0.48 0.78 0.39 0.38 

... 

0.51 

0ab5 
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The f irre  Itrrnitl rharoholdSng cornany war f o m d  in 1952. Since 

then, the numbar of rharrholdia$ companier ha0 inctr8red t o  41. The 
Stock Exchaugm and the  S.cut i t1er  Market, vhwe tranractionr ham k e n  
confined only t o  Xuwaiei Z U C i O U A h ,  wore rrtrblirhed i a  1977. Durina 
:980, the value of toe81 rharrr of 41 comparrier forrPiag about 8 ?er 2ent 
of t h a  t o e a 1  grama dmartic produce of &wait wrr trrdrd on tha Stock 
Market.  Tha t r ad ing   r a t io ,  i b . . )  the r a t i o  of cradad rbrer  eo the  
v o l a .  o f  t r rdab l r  sharer, howevor, declined from 53 par cent i a  1979 t o  
48 per cant i n  1980. ihrrr ha0 been 4 c o n r i d e r r b l e   v o l a t i l i t y  i n  pricmr 
in t h e  r tock  markat  betaure of i t 8  narrow h o e  rad lack of approp t i a t r lp  
der igned  regulat iow governing rhate t raarac t iour .  The a n t r a l  Bank, 
however, kernpa a c lore  watch on the   funct ionins  of the Stock Urlut 
through ita t rp r r r an ta t ive  on tha C o d t t e e  03 Negotirt ioo of ?iarncirl 
Paparr, and r e g u l ~ t i o n r  of i r r u e  of bondr i n  kuait. 

Beridem rhsrar,  t he t a  ate d l 0  t r a n r a c t i o n r   i n  bond. deadrutad in 
Kuwaiti dinrrr i r r w d  in favor o f  nonreridant borrowerr. The m r b t  f o r  
bondr war wdrrt in the late 19600 d o n  it  co-ncad oparatfonr, but i t  
increared in r i t e  duriag t h r  19700. There v88 not   arch of a recoadary 
markat i n  boadr u n t i l  1977, but aince then it har baen liven roo. imtur 
by the  operationm of the Arab Coolpaup for   Trading   S .cu t i t i e r ,  a0 motioned 
above. Ac t iv l t i e r  in t h e  bond m8rkmt abated coarid8tably in the lat ter 
half  of 1979# i n  view of tha  r i r e  in iatrrnatiorul ioterert rater and 
t h e  rhor t rge  of domertic l i q u i d i t y .  8 . t w . o ~  Novrakr  1979 and Augurt 
1980, the irrue of Kuwaiti  diuardenomimtod  boadr war in tact  rurpendrd. 
bvever, rince  then  such  operatioar hava t e r m d  on a c a t r f u l l y  remlrted 
barir ,  but on an i nc rea r ina ly   ac t iva  8calm. 

2. Linkager v i t h  the rea1 economy and 
within the f inanc ia l  ryrtem 

The r e l ~ t i o n r h i p r  among varioum conr t i t uen t r  of t h e  firuncial rye tar  
of Ruwait &I wall a8 b8rw.m t h e   f i i u n c i a l  rgrten on the oue hand and 
t h e  Governmont, p r iva te  oacfor, and foraigu  rector8 on the other  am 
prevailed in 1980 are pteaented i n  Appendix Table 33. Clorr ly  t h e  com- 
mercial banlw em8rge a# the lareart cateeory of f i n a n c i a l   i n r t i t u t i o n ,  
in term of their tranractionr w i t h  the  C.ntr.1 Bank, othar  fiuaacial 
in r t i tu t ionm,  and the   nouf ia rac ia l  r r c t o f s  of  t h e  doe8r t ic  e c o w w .  
C o m r c i a l  brnko have been, ar expected, the major borrowerr o f  reaoutcer 
from the  Ceutral Bank; they  a l r o  ure the Contra1 Bank 80 reporitorp for  
t h e i r  b.lancesr but  on a net  baris they are indebted t o  the Caotral  
Bank. The c-rcial bankr' armetr held  with t h e  invertmoat comp8nier 
f a r  ercead their d e p o d t  1iabiliti.r t o  them, although thair  pornition 
v i t h  the specialized b8nks is more balanced. On the o the r  hand, tha 
Ferurance companies are net crediforr vir-8-oir t he  c-rcial bmkr, 
chough tranaoctioar are l imited.  W r t  in gitc t o  the coparrcial b 8 d s  
are the specialized banks, whore f i r u n c i a l   t r m r a c t i o n r  vith c o - e i c i ~ l  
bonks both by w8v of lending and borrowing are more p toa inmt .  The#. 
imtitutioaa also borrow from t h e  Central Bank, thoush the amou~~tb 
involved are very s-11 (Appendix Table  33) .  k t o  b8 expectad, t h 8  
c-reial buka are the &rgeat singla borrovarr froa the pr iva ta  sactor; 



next  in  importance i o  t he i r   i ndeb tadnes r   t o   fo re i8n  brnh and e n t i t i e r .  
The rpecialired b8nkr  and hvestarnt  cmpanier mobilira only a rsrl l  
p a r t  of t h o i r  rerourcer from the   publ ic ,   but  o w  lata4 amountr t o   t h o  
€oreign f i n a n c i a l   i n r t f t u t i o a r  and o t h e r   f o r a i m   e n t i t i e r .  I n  relard 
t o  t h e  Government, t he  rpacialited h n k r  and i n v e r t n e n t   c o r p ~ n i e r  are 
n e t   d e b t o r r ;   i n   p a r t i c u l a r ,  t h e  rpecialimd banks raire a l a q e  amount 
of rerourcer  from t h e  COvarnmeut. Tho li8biliti.r of t h e  comercia1 
bankr t o  Government c o n r l r t   l a r g e l y  o f  depor i r r ,  which are 8-11 i n  
r e l a t i o n  t o  t h e i r   t o t 8 1   p r i v a t e   @ a c t o r   d e p m i t r .  

Other important  featurea of the f i n a n c i a l   r y r t e o  are a0 followrr 
f i r8t# t h e  commarcial bankr have  been  the M i n  l end inn   ruenc ie r   i n  Kuwait 
i n  r e l a t i o n   t o   o t h e r   i n r t i t u t i o n r ,  though the i r   fo re ign   l end ing  i o  a100 

bankr   and  foreign  ent i t ier  are far i n  e ~ c e s r  of their l end ing   t o  the 
domert ic   pr ivate  recter, u n d a r l i n i w  their r o l e  80 prominent   f inancial  
intermediarier which rrire bond i r a u e r  for formian  companier;  and  third, 
t h e  Cent ra l   Bank ' r   fore ign   aare t r  are more th8n   th ree  timer i t r  domertic 
aaretr 

subr t8nt i81;  OeCOnd, t h e   i n v e r t m n t  companirr' 8IOeta  With  foreiun 

3. Money market 

The development  of a money market i n  Kuwait i o  o f  comparatively 
recent   or igin.   Unt i l  t h e  mid-19700, for v8nt of d l v e t r i f i e d  money market 
fnrtruments,  commercial  bankr,  inverted their  rurplur   rerourcer   in   formien 
arrehr. The only   wai lab le   f inanc ia l   paper   domest ic8 l ly  uar Pr~aiOOOtp 
rioter. However, in t h e  l a t t e r   h a l f  of the 19700 new typer  of money aa rke t  
lnr t rumsnts  of varying  maturity,   ruch a0 rynd ica t ed   l oan r ,   ce r t i f i c r t ea  of 
depor i t ,  and c e n t r a l  bank b i l l r ,  emerged i n   l a r g e  8m4unts.  Natoti8ble 
c e r t i f i c a t e r  of dopo8it (CDr) were f irrt  introduced in 1977. The CDr 
have  bran of tvo tpper--tranche CD8 and t a p  CDo--the la t ter  being meant 
t o  meet t h e  demand of  holder8  on a continuing barir. CD., l i k e  bond., 
have a m t u r i t y  o f  up t o  three ye8r8. A t  tfmer Cbr car ry ing  a f l o a t i n g  
i n t e r c r t  rate vere a180 iarued i n  order  t o  overcome d i f f i c u l t i e a  aririag 
from f luc tua t ion*   i n  t h e  i n t s r e r t  rate. The CDa are Lmurd by camnercial 
and 6pecialized  bankr  but have not  bean traded ac t ive ly   i n   t he   r econda ry  
market. In   1978  cen t ra l  bank bil lr  (CBK bil l r )  were introduced 80 8 
s u b r t i t u t c  for a t i m e d s p o r i t  rchcme of the Ceatrrl Bank d e r i g n e d   i n i t i a l l y  
t o  abso rb   ru rp lu r   l i qu id i ty  from bankr. CBK b i l l r  a100 have the  p o t e n t i a l  
of being  urcd as inrtrumcntr  in  open market operat iono,  once a market 
for them is well developed. CBK b i l l 6  are of two a a t u r i t i e r ,  4 weeks and 
13 weeks, t h e  la t ter  being the maximum c u r r e n t l y  permirrible. Demnd for 
holding these b i l l r  har increased as the Cent ra l  Bank ha. treated them 80 
l i q u i d  meets for  the  purporc  of obmrving l i q u i d i t y  r 8 t i o 8  and a100 
because from 1980 their  holding ham been  extended t o  f i n a n c i a l  and  invomt- 
ment companies. 

An interbank  amtket has come t o  conr t i tu tc   an   impor tan t  part o f  t he  
money market i n  Kuwait. Largely as a r e s u l t  of t h e i r  need f o r   l i q u i d i t y ,  
bank, began t o  compete among theore lver  for fundr af tar  the  mfd-1970s 
and the  evolu t ion  o f  t h e  market received  further  impetur  from t h e  Central  
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4. Monaeaty policy iarttuwntr 

Tha a n t r a l  Bmk of Kuwait ham b a n  rquippad with a nuwber of wnatarp 
p o l i c y  i n a t t u m n ~ r .  ? i f a t ,  thr Canttal Bank r rgu la t a r  bank l i q u i d i t y  
through prriodic  8djU8t8antr in  i ts  landin8  policy. 'Phm dircount  rate 
i a  gr8drd accordins t o  t h r  maturity of tha comercial   paperr   di rcountad.  
Tha bar ic  discourrt  rata, on c o m r c i a l  paper8 with thrae'POmth maturity,  
ir currratly 5.5 par emat; tha rata riror t o  6 par cant on tho radircouat 

9 monthr, and 6.5 par cant on bi l l ,  not rrrcaadint 12 monthre baar  t o  
b8nb  againr t  the collateral of b i l l r  arm c u r r r a t l y  madm a t  6.25 per cant. 
Tho Cantral Bank almo providar ace-dation t o  banks againat C I K  b l l l r .  
Tha r a t a  charged on loaar againat  one-nonth b i l l r  fr 5.75 p a r  Cent 
a d  that o n  loan8 a e r i n r t  t h ra raon th  CSK b i l l r  La 6 patcant.  Beaidor 
redircouatr  and loanr ,  t h a  Central  Bank undettakar rwap oparationa 
involving tvo-way :hang. o f  doam8tic currrncy for formi- curranciea,  
depending upon the  circumrt8acer. Whan the bank8 arrpmrience a rhortaaa 
of l iqu id i ty   thap  rep lmirh  i c  by rwapping fotaigrr exchrnta with the 
Central Bank, and vice varsa when liquidity i r  in excemr o f  bank#' 

fixer f o r  each individual  bank 8 cei l ing on swap facilitiam which f m  i n  
fwo tianchar. Only after the f i r r t  traoche i r  ful ly  r ~ h ~ u r t a d  ir the ure 
of the aecood tr8ncha p o m l t t r d  8nd tha rate of i n t a t e a t  ir 1.5 percanta t r  
point. higher than on swap0 in tha f irrt  tradeha. All swrpr are for 4 
m i n i m a  pariod of one vark and a naximm period of threa w n t h r .  Thua, 
redircountr and loan8 rod swap operatioar are the tvo important mathodr 
by vhich .ha Central Bank i n j e c t r   l i q u i d i t y  into the f i m a c i a l  8yrt8m 
(Appendix Table 37) . 

Of b i l l 8  UOC WCCOrdin6 6 -nth., t o  6.25 p8r Cant O n  b i l l 8  U O t  axcaading 

r @ q U i t . P . U t l *  %At t h e  rW8p f8Cility i 8  U O t  u n l i d t a d .  Tha C.Utr.1 k U k  

The Central B8nk har prrrcribad two kinds of rrt ior-the  res8rva 
requitemaat ratio sad l i q u i d i t y  ratio. Tha former, introducad i n  1980, 
requires bank8 t o  hold a minimum of  3 p a t  cent of the deporits subj8ct 
t o  the requirement In the form of carh, balencra with the Central  Bank, 
a d  CBK bi l ls .  A l i q u i d i t y  ratio uar introduced for the first time in 
1974. Initially, the bank8 vete orked t o  -intoin 25 per cent of thelr 
total deporits and their total l i a b i l i t i e s  with the Central Bank i n  tha 
farm Of l iquid  arrets 8ubjecc t o  the couditioa that the ratio of Kb 
l i q u i d  ameta war not less than 7.5 p e r  cent of t h a  total  l iqu id  or ra ta .  



Tabla 16. Kuw8it: Intat-Corrrcial bank, Sp.cia1ir.d lank#, 
and fnvor tmnt C q n i m r  ' Opmrrt ionm, 1971-80 

(In a i l l i oar  of Kuwaiti dinar.) 

baporitr m n g  commercial bank8 306.8 500.2 747.5 

C-rcial bank doporitr with 
rp.ci8lirmd b8nkr 141 . 9 167.2 210.3 

Spcr81 izad  b r a  daporitr with 
commrcial bank8 141.5 171.7 200.9 

C-rcirl bank depori tr  with 
invrr t w n t  comprnirr 03.9 90.2 122.4 

Invertrarnt companimr' deporitr  
v i t h  commrcirl bank8 A/ 75 m0 22.3 35.8 

Tot  a1 749.1 951.6 1,316.9 

7 - 

- 1/ Carh and bal~ncer with local bankr; breakdown not  f faihb1a.  



Since then the rprtm of 1iquidAtp  teyuiramrntr ha8 u a d e r ~ o n e  revatrl  
changer. Currmtly the liquidity ratio varier accord4nS t o  tha maturi ty  
o f  depoai t r ,  f rom 3s par cane for riahe and d m n d   d e p o r i t r  t o  f par 
cent f o r  ttme daporitr with I macuritp of 6-12 aonrhr from tha date  of 
compucatiou of l iqu id icy  (Appendix Tabla 3 4 ) .  Liquid 1rae t8   for  t h i r  
puepore are defined 4s crrh and balancer held 'with the  Cancra1 Bank, 
curraac rud righe dapor i t r  held wi th  oeh r r   bank ,  CBK b i l l 8  of aaturlty 
uot axcaading threm wnthr, and 4ny ocher 808acr which the Cancra1 Bank 

r t i p u l a t i o a r  t h r c  a t  lsart oua t h i r d  of l i q u i d  ar ra t r  rhould h denomi- 
-tad i n  Uuaiti  d i n a r 8  and that  KD l i q u i d   a r r e t s ,  i r e . ,  r i l h t  and c i m a  
dapo8iC8 o f  one w n t h ' r  mturity rhould be kapt v i t h  bankr a p r r ~ t i n t   i n  
k v a i t .  The l i q u i d i t y  ratio8 are   required t o  ba computed tvica each 
=oath, 1.4.. on the f i f t 8 e n t h  and  on the h r t  d8y of each month. Thir 
aman. that tha banb  have two waakr t o  a d j u r t  their arret8 t o  comply 
with cha l i q u i d i t y  ratios .  Tha inc lus ion  of interbank depor i t r  on a 
gror8 barir  a8 l i q u t d  a8reca litter bank8 & lar$e leeway. 

P . f t  d.ri$UAtO 88 l i qu id  808et8 f r o m  ti- t O  time. mer0 &re f u r t h e r  

The Central  Bank ir authotisad  under Article 166 of  tha  Comercia1 
k W  t O  f i x  iaterert r a t e8  On fh8nCi.l  tr8n88CtiOn8 i n  ftru.it% d i l u r s .  
Accordingly, it har prerctibad a c e i l i n g  o f  10 p e t  Cent on a l l  domastlc EI) 
loanr, including bonds. Within th i r  maximum t he t a  arm th rao  8UbCeiling8: 
o n  rrcured  loan8 given t o  productive sactor8 f o r  a pariod o f  o m  pear   or  
leqr ,  the  -ximum a n n u l  intrrert rate i r  7 par cant :  on unrecurad loan8 
for a period  rxcaeding ona year, the correrpondiag rate i r  8.5 per  cent; 
and oa unracurad loanr not exeeodins one year, i t  is 10 per cant. h n k  
depor i t r  or t h e  certificate8 o f  depor i t   i r rued  by comercia1 brakm o r  
spec ia l izad  bankr 8re not rubject t o  intereat rate ceilings b u t  a mini- 
r8ta of 4.5 per cant i r  prercribed on ravlngr dapor i t r .  Conridatin# t he  

tha  pol icy  fa regard t o  c e i l i n g s  on 10.n fntetert rater attempt8 t o  strike 
8 balance betwarn the needs of  t h e  domertic c;onomy and the impact o f  
flow8 t o  and from lSuw8it w t i v 8 t e d  by interert rate d i f f e r 8 n t i & h .  

Openn888 of &Wait 's  f i n . m C i . 1  Sy8tea 8ad the abrenca O f  exchange C O U t f O l l ,  

5- Uouetary policy rc t io lu  by t h e  Cent ra l  Bank 

The Central  Eade h.0 recently adopted 1 number of monatary policy 
mamutea darigned to help  maiatain price rtability, growth of the 
productive 88ctors, and t o  r e o t r r i n   s p r c u l 8 t i v a   a c t i v i t i e r .  To r a t i o ~ l i z e  
credit opcr8tion8,  banks were .#ked, f o r  the f i r s t  time, in January 1980 
t o  rcrle down t h e  ratio of t h e i r  overdraf t s  from t h e  then-prevailing 
l e v e l  of 80 per cent t o  55 per cent  of the ir  total crad i t  by t h e  end of 
1980; this ratio wag required to  ba f u r t h e r  reduced t o  45 par cent by 
the end of 1981. Aa a couaequcnce of chis pol i cy ,  and due a l so  t o  batter 
organization o f  t h e  supervisory machinery a t  t h e  Central Bank, t h e  bankr 
succeeded i n  lowering the o v a t d r r i t  rat io  t o  50 pet cent by October 1981. 

The Ccncrol Bank has also l a t e ly  widened the scope for CEK b i l l s ,  
which are expected t o  -rat eventually as Instrments for open a r k a t  
operat ions,  by permitting finsacla1 and fnvrrtmenc compouirs t o  hold 
tham. Also, in order  t o  faci l i tate  t h e  holding of CBK b i l l s  by brnkr, 



a n  automatic  Repurchase  Agreemnt Schrmc was introduced  durinR  1981 
under  which  an  emergency ove rd ra f t  i n  a bank'a  current  account  with  the 
Central  Sank could be covered by 8 par t  of the  bank'a b i l l r  h e l d   i n   r a f e  
custody wLth tho  Central  Bank, pendin t   the   rea tora t ion  of nomu1  conditionm 
i n  i t a  ba l a rce r .  Thir ryrtern war derignad  not ao much u a aource of 
Central  Bank c t o d i t  ar a devico t o  cover overdrawn  accountr  through  the 
use of CBK b i l l r .  Those r t spa  were expected  to  help  broaden  the  ownership 
bare of CBK b r l l r  t o  wra bankr and thereby,  i n  the  courre  of time, t o  
cont r ibu te   to   the   f lex ib le   opera t ion  of t h e  market  for  them. AB mentioned 
e a r l i e r ,   t h e   C e n t r a l  Bank also  petmitted  reopening of the  primary  market 
f o r  KD bond i a s u e a ,   A i c h  war rumpended i n  1979,  in  view of the  severe 
st rain then  on  dorneatic  liquidity.  Thir  mearure , which voa taken a f t e r  
an improvemant i n  domast i c   l i q u i d i t y ,  v u  accompanied by a number of 
addi t iona l  maasurea aimed a t  reorganizing the t anagemnt  of new i r r u e s  
t o  avoid  dctr imantal   effects  on  doprcrtic  l iquidity i n  fu ture   and   to  
e m u r e  t h e  solvency of the  borrowere, 

The  l iquidi ty   ra t io8  hrve  been  cont inued ar before  but ,   ar   observed 
ear l ier ,  a compleracntary  mearure of reserve  requiremcnta war introduced 
i n  t h e  middle of 1980. A t  the aame time, the   Cent ra l  Bank continued its 
policy of p rov id ing   l i qu id i ty   t o  banks  as  and men  needed,  through swap 
and r e d i s c o u n t   f a c i l i t i e s .  A l l  t h e r e   p o l i c i e r  were supplemented by moral 
sues ion and a close  aupervis   ion of bank operat   ions.  

The Central  Bank's policy of r t i p u l a t i n g  a c e i l i n g  on a11 lending 
r a t e s   f o r  KD t ramact ions   vaa   cont inued   dur rng   the   year .   This  p o l i c y  i s  
not however as  r i g i d  I n   p r a c t i c e  as r t  appears   in  form.  Bankr i n  Kuwait, 
under  presrurc of dcmrnd for c r e d i t  and competit ion from the in te rna t iu l la l  
markets ,   adopted  cer ta in   indirect   devices  t o  e f f e c t i v e l y  raise the   cos t  
of credit to   the i r   bor rowers .   Apar t   f rom  th i s ,   the   ce i l ings  on i n t e r e s t  
rates  have  not  remained  unchanged.  Prior  to 1976, the overall c e i l i n g r  
on I n t e r e s t  rates on loana  in  Kuwaitr   dinars was 7 per cent ,  which WII 

subsequently raised t o  10 per   cent .  The Central  Bank has  8lready  been 
empowered not   only  to   vary  the  cei l ings  but   a lao t o  int roduce  mult iple  
ccrlinga--higher on medium- and long-term  loans, and lover  on ahortcr-term 
commercial loans.   In   fact   proposals   for   modif icat ion of t h e   c e i l i n g s  
along  these lines are under  conrid6ration. 

The s t r u c t u r e  of i n t e r e a t   r a t e 6   r n  Kuwait i s  more evident from 
developments in   those   on   dcpoai ta ,  which are market-determined. The r a t e  
on time depos i t s  of bank8  had  been  about  10-11 per cent  In  1980 and 1981 
and t h a t  on the c e r t i f i c a t e s  of deposit   about 11 p e r  cent  (Appendix 
Table 38). These rates vere highly   sens i t ive ,   vary ing   wi th   the  rates i n  
t h e  interbank  market, which in   tu rn   responded  to  changer, i n   r a t e s   i n   t h e  
Internat ional   markets .   Since  depoal t   re tea   are   a l loved  to  move f r ee ly  
while  the nuximum on  lending rate8 is fixed,  banks'   profit   margin8  have 
narrowed. As at  the end  of  1980,  the  weighted  average  coat of KD bank 
time deposi ta  and weighted  average  cost of bank l o a m  were 9.3 per  cent 
and 9 .2  per cen t ,   r e spec t ive ly ,  compared with the  correaponding  f igures  
of 7.9 per  cent and 8 .5  per  cent a t  the end of 1979. However, t he  ncga- 
tive spread i n  hC,c 1980 d id   no t   necessa r i ly  imply that  the bankr  Incurred 
lOS8es because a large  proport ioa of their  deposits--about  one f i f t h - w a r  
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i n   i n t e r e r t - f r r e  damand depor i t r  and the  maximum rate on rrsrfngr d e p o r i t r  
uaa m c h  below the rate on tima deporitr .   Furfhennore,  t h e  bank8  were 
general ly  in a porition t o  cu rh ion   t ha i r  cortr by bortowlnq from t h e  
Contra1 Bank a t  a r a t a  mch lowar thaa the  in te rbank rata or t h e  fa ta  
they pa id  OIL time deporitr. 

6 .  %cent   aanatrry and bank credit  developments 

a. Domestic l i q u i d i t y  

Domestic l i qu id i ty   con t inued   t o   i nc reaaa  in 1980 with t h e  rate of 
expanrion  r ising  eo 25 par cent from 17 per   cen t  in t h e  pracediag year. 
Though both currency and demand d e p o r i t r  and quami-oney rhared in the 
l iqu id i ty   expanr ion  i n  1980, t h e  rate of growth of quarn i~onep   ( abou t  
32 p e r  cen t )  wa8 about f o u r  and a ha l f  timer aa high a. t ha t  of currency 
and demand depoai t r   (7  p e r  cen t ) ,   fo l lowing  A p a t t e r n  dircarned for t h a  
f i r s t  time i n  1979 (T8b le  17). Thir growth pattern of domrrt ic  l i q u i d i t y ,  
however,  changed  markedly i n  t h e  f i r r t  nine month8 of 1981. The l nc rea re  
i n  l i qu id i ep  war w r t l y  on account  of  currency and deaand drpoait8 (which 
rose 39 per cen t )  and t o  a lerrar e x t e n t   i n  rerpect of quasi-my (19 per 
cent ) .  This Sh8td s h i f t  away from quAri-pon.y t o  Mrrow money reemed t o  
have been infl* 4 by t he  increa8.d d e r i r e  of the pub l i c   t o  hold c8rh 
balances for tL- .d- -  -on and  speculative purporern. 

To supplement t h e  St8ad8rd form of analyzing the f a c t o r s   a f f a c t i n g  
changes i n  domest ic   l iqu id i ty ,  i n  a counery like Kuwait where the 
Government's domestic expenditure,   f inanced by o i l  revenue., i r  a prime 
determinant of monetary expanaion, an a l t e r n a t i v e   p r e s e n t a t i o n  of the  
f a c t o r r   a f f e c t i n g  domertic l i q u i d i t y   h e l p r  to  b r i n g   o u t   t h e   r e l a t i v e  
impact of government net   expendi ture  a d  private rec tor   op l r8 t ion8 .  Thir 
can  be dona so far only f o r  fiscal years  a8 shown i n  Table 18. During the 
period  covered,  government  net domertic axpeadi ture  warn by far t he  l a rgea t  
expanrioarry  influence on domest ic   l iquidi ty .  It tome rharp ly  in 1979/80 
and again  i n  1980/81, though  the rate of i ts  expanrion  slowed down t o  
1 4  per  cent  in I980/81 from 26 per cent  in 1979/80. The othar  expanaiouarp 
f a c t o r ,  credit extended by the  banking syatem  to the  nongovernment s e c t o r  
(pr iva te  and mixed), increased i n  both  there years but  somawhat more r t u t p l y  
i n  1980/81. The domestic l i q u i d i t y  would have expanded  coariderably dum 
t o  the impact of there two f a c t o r s   b u t   f o r  the counteract ing def ic i t  in 
the nongovernment rector   balance of payments,  which f e l l  s l i g h t l y  i n  1979/80 
but i nc reased   i n  1980;81. While a l a rge  p a r t  of t he  nongoverrcment 6ector 
balance of pajrments defici t  vas due t o  t h e  sec tor ' s   cur ran t   account  deficit ,  
i t  was also  induced by the continuing  outflow o f  funds  abroad. 

b o  Bank credit  developments 

The expaneion of bank credit (uhich   inc ludes   c red i t  in foralgn currency, 
estimated t o  be about 11 per cent  of t h e  t o t a l )  vas moderate in 1980, v i t h  
t h e  rate of increase falling from 36 per  ceat the year before t o  26 per cent 
(Table 17).  The l i q u i d i t y  of banks, therefore, uaa not generally under 
pressure.  Thus, bank reserves (id., cash,  balances with t h e  Central Bank, 
and CBK b i l l s )  rose aa a proport ion of their deporitr from 8 p e r  cent i n  
1979 t o  11 Per cent in 1980. The rata of private sec tor   c red i t   expaneion  
fur ther   dec l ined  in t h o   f i r r t   n i n e  moatha of 1981. 
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Table 18. Kuwait: F8ctors Affecting Changes in Domestic Liquidity - -_ 
~ Altetaativa Pterantation, 1977/78-1980/81 

Year tndad Juna 30 ' ,97?/78 1 9 ~ 7 9  1979180  i98Ol81 

Change in money and quasiqonep 339.8 - 277 6 - 593.9 - 7S3.1 - 
Government net domes tic 

Domestic expenditure 
expenditure 

Total expenditure (1,915.7)  (1,894.6)  (2,378.4)  (2,71708) 
Foreign expenditure if (-419 06) (-392.5)  (-481.4) (0513.8) 

Domestic ravenue z/ -108.7  -117.2  -146 1 -211 6 

Monecary  impact of now 

Nongovernment sector 
government sector -868 5 -988 5 -1,017.0  -1,067.9 

balance of payments 
deficit 3/ -19062.7  -1,525.9  -1,502.7 01,757-3 

Change in h i m a  on non- 
gaverameat sector 194.2  537.4  485.7 689 e 4 

- - 

Change La net  unclassified 
liabilities (increase-) 

(Changes in per cent) 

Money and quasi-money 24  16 29 29 
Claim on nongovernment 
sector 18  42  27 30 

Government  net domartic expenditure 1 1 26  14 

Sources: Central Bank o f  Kuwait and staff ertimater. 

l/ Government foreign expenditure is derived from figures provided by the Central 
Bazk of Kuwait on payment orders issued, amount8 paid under foreign letters of credit, 
and collection documants. Foreign tranrfers by the Kuwaiti Government are taken from 
the budget actuals and the Government's transfers t o  the Kuwait Fund are assumed to b e  
invested  abroad. 

21 Domestic revenue includes an assumed 5 per cent of investment income. - 31 Includes statistical discrepancies. 
- 
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The liquidity of banks,  however,  vent down t o  6 per  cent mminly because 
the rate of growth of p r i v a t e   s e c t o r   d e p o s i t s   i n  t h i s  per iod was much 
higher   than  in   the  corrmspondlng period of 1980. Banks obta ined   resources  
from t h e  Cent ra l  B a n k  both  through swap and r e d i s c o u n t   f a c i l i t i e s ,  though 
the  outs tanding  br lance of opera t ions   c r r r led   ou t   under   bo th  thcac f a c i l i -  
t ies dec l ined  by KD 149 m i l l i o n  in  the  nine  months  ended  September  1981, 
i n  c o n t r a s t   t o  a rise of KD 95  m i l l i o n  i n  the  correapanding period of 1980 
(Appendix  Table 37). 

The leading   sec tors   ava i l ing   o f  bank c r e d i t   i n  Kuwai t  have  been 
t r a d e ,   p e r s o n a l   s e c t o r ,   f i n a n c i a l  and   o ther   se rv ices ,   and   cons t ruc t   ion  
(Appendix  Table 35). This   pa t t e rn  of d i s t r i b u t i o n  of c r e d i t  has broadly 
p e r s i s t e d   i n  1980  and 1981 though  the  shares  of t h e  v a r i o u s   s e c t o r s   i n  
t o t a l   c r e d i t  were a f f ec t ed  somewhat by t h e   d r a p a r a t t   s e c t o r a l  rates of 
growth.  Durlng  1980 t h e  largest pe rcen tage   i nc rease   i n   c r ed i t  w a s  i n  
respec t  of induet ry  (76 p e r   c e n t ) ;   a g r i c u l t u r e  and f i s h e r i e s ,   a l t h o u g h  
small i n   a b s o l u t e  terms, uere   next   (31 per cent) ,   fol lowed by t r a d e  (28  per 
cen t ) ,   o the r s ,   i nc lud ing  credi t  t o   t he   spec ia l i zed  banks (25 p e r   c e n t ) ,  
and f inanc ia l   and   o the r   s e rv i ces  (23 per  cen t ) .   Dur ing   t he   f i r s t   n ine  
months of 1981, t h e  l a rges t   c r ed i t   expans ion  was i n   r e s p e c t   t o   f i n a n c i a l  
and o t h e r   s e r v i c e s  ( 3 0  p e r   c e n t ) ,   t r a d e  (20 per   cent) ,   and  personal   loans 
(19 p e r  c e n t ) .  On the   other   hand,  t h e  r ise i n   c r e d i t   t o   i n d u s t r y   d e c l i n e d  
t o  3 per cent  while t h e r e  was an absolu te   dec l ine  in  bank l o a n s   t o  agri- 
cui-ture and f i s h e r i e s .  Much o f   t h e   c r e d i t   t o  the pe r sona l   s ec to r  and a 
pa r t  of c r e d i t   t o  trade waa d i r e c t e d   t o w a r d   f r n a n c m g   s p e c u l a t i v e   a c t i v i t y  
In s tock  market and cap i t a l   ou t f lows .  

Another  development of s i g n i f i c a n c e  Ln r e g a r d  t o  bank c r e d i t  has 
been the slow bu t   s t eady   r i s e   i n   t he   p ropor t ion   o f   l onge r - t e rm  c red i t  
over one   yea r   t o   t he   t o t a l   c r ed i t  (Appendix  Table 3s). This  rat i o   r o s e  
from 21 p e r  cen t   a t   t he  end of 1978 t o  37 p e r  c e n t   i n  September  1981. 
This was largely  the  consequence of t h e  C e n t r a l  Bank's po l i cy  of asking  
t h e  banks t o   s c a l e  down g r a d u a l l y   t h e   r a t i o  of o v e r d r a f t s  i n  t o t a l   c r e d i t  
i n   r ecen t   yea r s .  

V. In t e rna t iona l   T ransac t  ions 

1. In t   roduct   ion  

Kuwait 's  balance of payments is charac te r ized   by  large surpluses   on 
current  account.   Export   receipts,   marnly from pet ro leum,   subs tan t ia l ly  
exceed  import  payments and ne t   ae tv i ces   ea rn ings   a r e   a l so   pos i t i ve  due t o  
large--and  increasingly  important--incom from fore ign  asaets.  The 
co r re spond ing   cap i t a l   ou t f lows   i nc lude   aubs t an t i a l   o f f i c i a l   a s s i s t ance  
to   other   developing  countr ies ,   net   p lacements   abroad by f i n a n c i a l   i n s t  i- 
t u t l o n s ,  and o t h e r   p r i v a t e   c a p i t a l  movements, b u t   t h e   l a r g e s t  component 
goes i n t o  goverlrmcnt inves  tment  accounts  abroad. 
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The Ceatral Bank of Kuwait's balance of paymants astimatea are 
generally comprehenrive. The estimates for 1980, howaver, teprmsent 
only partial revision8 o f  preuminary data, while moat of thoae for 1981, 
prepared  jointly by Central Bank m d  Fund sta f f  before year-end, are only 
rough preliminory estimates. Trade data are not current; the compilation 
of complete cuatoms return8 for 1980 has  been delayed by computerization, 
and for  1981 only four montha of totals are available. Aa described 
previourly, oil exports for 1981 have been estimated aainly from induetry 
prcsa rcports- Am for imports, lndustrial countries' exports to  Kuwait 
are the only guide after early 1981. While thm estimate of goverment 
investment income is comparable to budgetary actuals, those for other 
services are lea8 sure. The estimates of institutional capital movements 
are based on six- to nine-moath changer. The eatimates also suffer from 
the unavailability of data on government foreign holdings, although the 
magnitudes and broad geographic distributioa are ultimately made  known 
ln parliamentary presentationr. For all years, changes in net  errors and 
omisaionr are presumed to provide an indication o f  noninatitutioxul 
private capital flour. 

A change of format may also be noted in the ertimates, in that 
governmeat investments-cesentially foreign placements under the General 
Reserve and  the Reserve Fund for Future Generations--have been moved 
"above  the Line" demrking reserves and related items. It is argued 
that the bulk of these fund8 represents direct and portfolio invaatments 
made for purporer of very long-term yields, together with vorking balances 
and amounts awaiting longer-term placement, rather than international 
reserves in the conventioaal senae. Only the Central &auk's foreign net 
asset holdings, at present equivalent to well over six moaths' imports at 
the  1980 level, are treated as international reserver. 

2. Overall developments 

During 1976-78 Kuwait's current account external surplur fluctuated 
around KD 2.0 billion (roughly USS7.0 billion), aa shown in Table 19 below, 
averaging the equivalent of 46 per cent of GDP at current marhe prices. 
Exports remained near KD 2.8 billion and service receipts roe8 to KD 1.0 

payment3 decelerated as anti-inflationary fixuncial policies took hold. 
During  this  pariod some 16 per cent of  the cumulative current rurplu war 
directed into grants and other official axistaace, 52 pet cent into 
government inveatment accounts, about 20 per  cent into noninstitutiorul 
outflows (as indicatad by net errors and omissious), and 4 per cent into 
Central Bank reaerves, with banks, other financial inaeitutionr, and 
oil credit taking 3 per cenc each. In 1978 alone, government aid  and 
investnears fell considerably and Central Bank reserves were reduced, but 
at the same time o i l  export volumes were stepped up and earnings rose 

'billion by 1978, while rapid  import growth waa reversed and invisible 

alight17 a 



Prov. Eat a 

1976  1977  1978  1979 r m r a r m r r  

Trade b 8 1 m C e D  f e o  .be ""m 1 848 1 383 1 625 3 660 3 885 
Exports and re-axportr  

Petroleum L/ (2,598) (2,504) (2,S84) (4,703) (S,304) 
Other (215) (236) (231) (303) (416) 

I m p o r t r ,   c . i * t .   ( c u t o m )  (-972) (-1,387) (-1,264) (-1,437) (-1,776) 
Adjurtmratr and other   (nat)  (7) (30)  (74) (91) (-59) 

Importr -965  -1,3S7  -1,190  -1,346 -1,835 

Service8 and pr iva te   t ranr fer r  
Receipt8 

Invertmmnt  incomr 
Other 

Pament s 
Freight &ad i ~ u r a n c r  
Other r e w i c r r  
Private  tranrferm 

243 187 
656 m 
(477) (575) 
(179) (178) 
-413 -566 
(-126) (-194) 
(-195) (-266) 
(-92) (-106) 

- 

Current  balance * *  2 091 1 570 
Total current   receipts  
Total   current  payment8 -1,378  -1,923 

C a p i t a l  (net) and grants  -1 432  -1 5 4 4  

Gotrerumant invertawnt -952 -1,145 
I n r t i t u t i o n a l  placement8 -96 -68 
Comercia1 hnka 94 -5 2 
O i l  export   credit  -221  76 

Offici81 886iOt8nCO "Lm+333 

Errors and d r r i o n r  (net)  -596 243 - - 
Central  Bank tercrvrs (increara-) -= - -269 

Rater of change 
Petrolem  axportr  - value 13  -4 - volume 6 -9 
Importr - total ( f  *Oab*) 41 41 - curtom8 (c . i*f  0 )  40 43 
Service rece ip t r  28 15 
Service and tranrfmr paymanta 22  37 
Import p r icer  (estimated) 1 9 

298 
1,008 
(815) 
(193) 
-710 
(-181) 
(-410) 
(-119) 

w 
-%E 
-1,900 

-790 
1 

-210 
-22 

-744 

116 

- 
- 

475 
1 ,m 
(1,035) 
(327) 
-887 
(-205) 
(-535) 
(-147) * 
-2,233 

-3 3u 

-2,984 
-124 

9 
53 

-712 

-112 

+m 

- 
- 

(In par cent)  

~ 801 
1,992 
(1,620) 
(37 2) 

-1,191 
(-252) 
(-7S2) 
(-187) 

?E 
-3,026 

-3 S50 
+ 3 n  

-3 048 
-87 
-143 
94 

-868 

-268 
- 
- 

3 82 13 
9 17  -32 

-12 13  36 
-9 14  24 
34 35 46 
25 2s  34 
8 14  10 

2% 
-3,360 

-3 220 

-2,635 
-1Q5 
-290 
14s 

-1,Ooo  2/ 

-190 

+333 

- 
-23 
-34 
9 
1s 
54 
14 
3 

1/ Including LPG but  excluding bunker fu.1, which ir included i n  rarvicefi~ z/ Iacluder counterpart of SDB r l l o c r t i o a  (KD 9 ai1lion)a 



With the uprutge in oil pricar during 1979-60, tha  currrnt account 
rurp lur  wrr than doubled i?a 1979 rad continuad  to r i m ,  althouth wch 
l e r r  r a p i d l y ,  i n  1980. F u r t h e r  patrolrum export volumo i n c r r a r r r  i n  1979 
re in torcrd  t h e  e f f r c t  of a 53 per cent rlre i n  rverrga o i l  rad LPG ptrlcrr 
a d  ocher exports a d  r e - rxpo t t s   r l ro  pickad up, v h i l e  imports had only a 
limited  racoverytr In 1980, 00 the other  had, tha  cutback i n  o i l  ptoductioa 
o f f s e t  moat of an a d d i t i o r u l  70 p a r  cant rise in avoraae petroleum pricea, 
w h i l e  import  growth alro accelerated in terponra t o  t h e  raoia# of f l l u n c i a l  
r e r t r a i n t r   a f t a r  mid-1979. M.anuhlle,  iavertmout i a c m  and other ratPicr 
earnfnar nearly  doubled  over the  two years, con~id8i8bly   ou tpac ia#   cur ront  
i a v i r i b l e   p a m n t r .  The r e r u l t i n g  1980 current   rurplur  amounted t o   n e a r l y  

capi ta l   account ,  mort o f  the enlarged rum avai lab le  were placed i n  
governmnt invertaont accountr (roma KD 3 b i l l i o n  in both 1979 8ad 1980) 
rad there war a l r o  an uptura in both off ic ia l  r r r i r t a n c r   r a d  p r r a w d  
priv8te  outflowr ia 1980. 

KD 4.7 b i l l i o n  (US$I7*3 b i l l i o n ) ,  e q U i V 8 h f L t  t o  66 p o t  C O U ~  o f  GDP* On 

fa 1981 exportr f e l l   s h a r p l y  a# of1 liftiags ware c u r t a i l e d  4van 
more a d  i n i t i a l  price increarer  were eroded later i n  t he  year. Rovovar, 
a s t r ik ing   fu r tha r  increare in i n v e r t m n t  income offret moot of  t h i o  
declina  and, v i th  import growth modarrtiag a t   t h e  # . o m  tioo, tho  currmac 
surplus  is estimated t o  have f a l l e n  by 8 f 8 i r l y  r m l l  aaouut, to about 
RD 4.4 b i l l i o n  (USglS.8 b i l l i o n ) .  The rira in invermnt incoma r e f l e c t a d  
the combined e f f a c t r  of recent largo rdd i t ion r  t o  foreign mratr and high 
i n t rmmt ionr l   i n t e rea t  rater. The ant imatea  indicate  that invertmont 
iacome accountod for  over ona t h i r d  of  current  account  earningr i n  1981, 
w h i l e  oil recaiptr' r b r e  f e l l  t o  l i t t l e  over ouo h a l f .   G o v m n t  
iavertmont  abroad is likoly t o  have been reduced  roughly by 80 a c h  88 
t h e  astimtsd decreare in t he  cur ren t   rurp lur  i n  1981. 

3. Exports,  importr, mud Current   ino is ib le r  

While r t i l l  domlruut i n  Itrw.it'r current  account earning., p e t r o l e m ' r  
s h r e  in tha t o t 8 1  war r l re8dy on 8 decl ining trend in the l8ttrr 19700, 
f a l l i n g  from three f o u r t b  i n  1976 t o  tvo thi rdr  i n  1978 and (after an 
upturn in 1979) t o  two t h i r d s  agafn i n  1980, boforr the f u r t h e r  daclfnr 
i n  1981. Davelopaeats  affecting oil exports have been diacurred i n  
earlier aectioum (1.3 and I.4) mud reviewed b r i e f l y  above along v i t h  t h e  
rims in  investment income. In addi t ion,   non-oi l   exports  and re=exportr 
have also pickad up i n  recant yea r s ,   a f t e r  a d i p  i n  1978; on a cuotow 
basis  (Appendix Table  4S), they roae by 75  per  cent  over the naxt tvo 
years and are artimated t o  have i'acreascd another SO p e r  cant i n  1981. 
The upturn  occurred  minly in re-exports, uhich  outweigh domertic exports 
three t o  one. Boving earlier su f f r r ed  from the  e c o u o d c   s l o u d o ~  m d  
the effects o f  port improvements elsewhere  around the Gulf i n  1977-78, 
re-exports benefited from t he  general  upturn af ter  mid-1979 and i n  par- 
ticular from the vigorour economic expansion program  undertaken by 
neighboring  countriea.  Domatic exports of conrtructlon mterials, 
prafabricared structures, and other  manufacturea have alro  shared in t h i s  
expansion, w h i l e  sales of f e r t i l i z e r  experienced a recovery i n  prices- 



Remalea of sold  (not  covered by cu r toa r )  are a h 0  es t imated   to   have  
i n c r e a r a d   i n  1980. kr addi t ioua l   impetur   to   bo th   non-o i l  axportr and 
re=exportr mince la te  1960 har k e n   t h e   c l o r u r r   o f   p o r t r  t o  the   north.  
Tranrrhipmantr   (not   includrd  in   the  t rade d8ta) have alro i n c t a r r e d  
d r a ~ ~ . t i c a l l y ,   r e p o r t e d l y  taurine congert ion a t  Kuwaiti p o r t 8   d e r p i t e   t h e  
p r i o r i t y  siven doaer t ic   cargoer .  

Imports  ended a period  of  rrpid  arowth w i t h  a re t renchment   in  1978 
tha t  came c l o m  to  20 per  cant i n  teal  t a m ,  and tha   up turn  in t h r i r  
v a l u e   i n  1979 appear8  to  have bean a t t r i b u t a b l e   t o  th r  rime in pr i ce r .  
Their growth r cce l e ra t ed  in 1990 but reem t o  have rlowed down markedly 
in 1981. T h i m  variat ion,   houaver ,  war lerr r u b r t m t i a l  than would appear 
( r e s  Appendix Table 46 am well a8 Table  19). mainly bocaure the  rime i n  
1980 r e f l a c t e d  th ree fo ld  incteara in gold import, 8 8  gold  pricem  roarrd,  
and the  rlowdom i n  1981 r e f l e c t e d  a drop in aold  prlcer and voltme. 
Moreover, t h e  e f f e c t  of genera l  import pr ice0  in hwaiti din8r0-80 
emtimated from  pattner-country  export  pricer"w80 m c h  a t r anea r  i n  1980 
(and earlier years)   than in 1981, when Kuwait ' r   currency  appreciated 
aga in r t  mort of ita t r ad ing  prrtnmrm'  currenCiere There f a c t o r 0  arid., 
the real growth in import# other than aold aaountad  to   about  12-13 per 
cent  In 1980 and  perhap8 11-12 per cent  in 1981. With fur thar   a l lowancr  
for re-export demand, t h e  growth of import, ret8in.d in the   domert ic  
economy would be somewhat mallet in both yearm. k 8uch. t he  real 
i n c r e a r e   r e f l e c t 8  a s l i g h t l y   l a g g e d   r e r p o a r r   t o  renewed fircal  r t imulur  
i n  1979/80e I n   a d d i t i o n ,  the a v a i l a b l e   d a t a  on  import  comporitioa  indicate 
that  t h e  upturn was concentrr ted  on con8umer ~ o o d r  and t o  a lemrer ex ten t  
on  Intermediate   suppl ier ,  while c a p i t a l  goodr  recovered l i t t l a  and late- 
even  though  machinery  and  equipment  lad  the  revival  of  re-exportr.  lhur, 
the  recent   bueinerr   recovery appear8 t o  h8Ve emphasized commerce more than 
investment. 

Geographically,  Kuw8it98  trad8 i 8  or i en ted  toward coun t r i e r  in k i a ,  
w i t h  Japan by far t h e  l a r g e r t   t r a d i n g   p a r t n e r  (Appendix  Tabler 47 and 4 8 ) .  
The d i r e c t i o n  of t o t 8 1  exports and r e -expor t r   doe r   no t   d i f f e r   r i gn i f i can t ly  
from t h a t  of petroleum  alone  (Appendix  Table 26) aride from a momwhat 
l a r g e r  rharc for Gulf countries, not   only beC8Ur8 petroleum  domieuter t h e  

- t o t a l   b u t   a l s o  since moat f e r t i l i z e r  males are t o  routh and eaat k i a .  
The share o f  Aaia and Ocernir in t o t81   expor t s  h8r he ld   s teady  a t  93 per 
cent  and Western  Burope'a h8r remained close t o  one   th i rd ,  while  t he  
Hiddle   Eart  and Africa, fo l loved  by the Uertern thmirpharr, have divided 
the rest. The ~ o u r c e r  of imports are more diversified,  with k i r  and 
Oceania  providing 40 per   cent  (one hal f  from Japan),   Uertern  Europe 
almoet t h a t  much, and the Wertern Eemirphere ( c h i e f l y  the United Stater) 
about 1 5  p e r  cent.  Importr  from the Middle  Eaat and Afr ica  are amallcr 
th rn   expor t s  and  re-exports   to  these areas. 

Within  service  earningr  (Appendix Table 4 9 ) ,  t h e  Government har  
general ly   accounted  for  over half of investment  income  and the proport ion 
has tended  to time r ecen t ly  due t o  the r e l a t i v e l y   l a r g e   a d d i t i o n r  t o  
government assets. Estimates of private  inveatmeat  income, bared on 
conservative  aseumptiona in the abmanca of firm information on p r i v a t e  



troldia80, r l i g h c l p   r x c r r d r d   t h o r r   f o r   f i n r a c i a l   i n r t i t u c i o n r .   O t h r r  
tecordrd  aourcrr o f  rrrvicrr lncomr includr r h i p p i n e   ( o i l  rad othrr 
f r e i a h t ) ,  bunlur f u r l  a lon8 w i t h  othrr   ruppl imr t o  crrrirrr m d  a ir  
farma  (undrr trmrport), v i r i t o r r '   r x p a n d i t u r r a  i n  Kuwait ( t r r v r l ) ,  
d i p l o m t i c  OUChyr , rad f iMUCia1  r awica r .   Sh ipp in t  and  buakrriaa  have 
Srrn fortrrrd by boch invmrtmntr  i a  rh ipr  and f a c i l i t i r r  and purcharr 
rrquirrmrncr on oil buyerr. 

In   addi t ion   to  f r r i a h t  and i a ru ranc r  on fmportr (part of which ir  
handled  local ly  rad hrncr  rxcludrd)  bunkerr , and aft f n r r r  , Kuwait' 8 

Iavrstmrnt  incmr  prymentr,  w h i l r  a180 ri#nificmt, r r e  l i t t l e  mora chrn 
8 t en th  of artvlco t O C r i p t 8  6 h i d e r  d f p l o a a t i c  O U C l A y 8  , #ovornmnt 
p a p n t r  iacludr t h r  prrt rrtPicr farm Co o i l  COmpAairr a d  t h r  coa t inu in8  
conru l t ing  rad c o n t r a c t i n g   f r l r  for govrtnwnt p r o j r c t r ;  rinilrt f r o #  
p8id by t h r  pr iva ta   rec tor   account  for othrr 80rvicar~ P r i v r t r   t r r n r f r r r  

"unrrqui t rd;"  matimatad a t  20 par coa t  (rad t r C m C l y  lo@#) Of r x p r t r i r t r  
workrrr '   rrrninem, th ry  are -ant t o  covaf g i f t r  and family support, for 
wumple, but  not lrad purchr r r r  or bank d e p o r i t r ,  vhich br ing privata 
c a p i t a l  arm crp tur rd   on ly  i n  e r r o r s  rad o m i r r f ~ n ~ ~  

rrrvicr p8mWlt8 LnCludr 18tgr rad growin8 t?&VOl r x p r n d i t u t r r  8brOrda 

8 I  8hOWU in #utr.it'a brkncr O f  pAmmt8 Ate OtriCtly c o a r t m r d  &I 

bW8it'I o f f i c i a l  &8riStAUCe to  developing  COuntrirr   avrrrtrd  &bout 
KD 300 mil l ion  (more than USS1 b i l l i o n )  a u n u l l y  during 1976-80, mainly 
(65 per cant )  i n  t h r  form of u n r r q u i t e d   t r r u r f r r r  (Appendix Tabla SO) . 
Thr major part o f  thrrr g ran t# ,  m d  t h a t  r r aponr ib l r  for thrir inc reaa r ,  
h.8 c o n r i r t r d  of crrh mount8  commlttrd  under  vrriour  intrr-Arrb  rgrrrmmtr;  
thrrr have r h o  bo rn   r e l a t ive ly  -11 amounts of rconomic m u d  roclal 
ra r i r tmncr  rdninirtrtrd by th r  Publ ic   Authori ty   for   Southern Arrbir and 
t h r  hlf (An 8 U t o n ~ U r  bwriti 8 g m C y ) ,  h t g m  bilrtrrrl goveroornt grrncr 
t o  orhar developing  countrirm, and romr c o a t r i b u t i o n r   t o   i a t o t a r t i o a a l  
8grucir8, a11 o f  which hrvr r r m i n r d  fairly rtablr f o r   t h o  p r r t  frw y8rra. 

Rerponr ib i l i t y   fo r  most o f f i c i a l   p r o j e c t  loanr hrr bran r h i f t r d  t o  
the &writ Fund f o r  Arab Economic D e v r l o p n t ,  an i n d r p r n d r n t   d r v r l o m n t  
lenaing agency ertrblirhed in  1961 vhorr   oper r t ioor  UOY rxtrnd t o  some 
SO developing  counrriar.  The Kuwrit Fund'a authorized capital war doublrd 
t o  ItD 2.0 b i l l i o n  in  1981 and rtrrdy g o v r m m n t   i n c r r r r r r   i n  i t 8  p r i d u p  
capi ta l  hmre expanded i ta   reaouzcer   considerably.  It8 rcope of o p r r r t i o a r  
war r h o  exprndrd r e c e n t l y   t o  permit, i n t e r  8li.n dirrct equi ty   investment  
i n  developing  countr ias '   projects .  Its loan d i s b u r r e m n t r   h a v e   r i r r n  
S u b r t m t i d l Y  i n  recent   yeafa ,  'beping far ahrad o f  rrprymentr;   al though 
aina-month data suggest a slowdown in 1981, t i r i ng   coml tmcn t r   i nd ica t e  
that it will be temporaryb Since i t s  incept ion  the lbwrit Fund hrr =de 
t o t a l  dirbursrment~ of  gome 1Q1 500 mil l ion ,  with t h r  rrcipirnts of larger 
amounts inc luding   count r i r r  in t he  Indian  rubrcont inrnt  81 well rr  Arab 
srataa (Appendix T8ble 51). The Government tur a180 plrcrd d e p o r i t r ,  
managed by thr Central  Bank, w i t h  c e n t r a l  banka of soma drorlopinq 
countrias, u r u r l l y  at  o m  year t o  two parr aaturities but  in  p r r c t i c a  
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ro l led   over  for extended  perfodr a t  low i n t e r e r t   r a t e r .  Dacaure of 
their l e ~ a l l y   l i q u i d   c h a r a c t r r  and other t r chn ica l   con r fde ra t ion r ,  there 
depor f t r  do not   qu8l f fy  88 0fffCi.l  develo-nt  8rOfrt8nC4 i n  OECD coopi- 
l a t i o n r  ( t h e  ro l e   rou rce  for c o r p a r a b h   i n t e r c o u n t r y  d8ta), but  they do 
have the r a w  econopic effect 81 carh loanr. The not  amountr r o  extended 
dropped t o  low l a v e l a   i n   t h e   l a t o  1970r but ?or. i n  1979 b e f o r e   f a l l i n n  
aaafn i n  19810 

Am government f n v e r t r e n t r  8bro.d rep t r ren t   main ly   the  excerr o f  
o i l  receipta over dopertic revenue  nredr ,   thefr  rise i n  part r e f l e c t r  
l imited doorr t ic   invertment   oppot tuni t fer .   Al thoulh  the breakdown of 
there invertmentr among type@ of hold in lo  ir not relr8red, they are 
uadorrtood t o  include a r e l a t i v e l y   h i g h   p r o p o r t i o n   o f   d i r e c t  and o t h e r  
equity  invertmentr  and a amall b u t   i n c r a a # i n ~  amount sf p a r t i c i p a t i o n  in 
othar   developin8  countr ier .  

O i l  export  credit extended, vhich c o n r i r t r  of tho ch8nBor in 
r 8 c e i V 8 b h l   f o r   o i l  errportad but not yet   pa id  for a t  year  end, i n  e f f e c t  
r e p t r r e n t r  delayed tovernment  revenue. With monthly  oxparto  valued at  
KD 300-400 m i l l i o n ,   f l u c t u a t i o n r  fa ye8r-ond bal8acer can be r u b r t a n t i a l  
vhen t h e m  are v a r i a t i o n r  in volmor,   pffcrm,  8nd oapecfa l ly  crrdi t  terms. 
The reduct ion i n  t e r m  from 60 dayu to  30 d8yr in h p t e o b o r  1979, toge ther  
wi th  rome v o l u r   d e c l i n e ,  more t h a n   o f f r 8 t   t h e  major r f re  i n  ptfcrr from 
late 1978 t o  late 1979, r e r u l t i n g  i n  a reflou t o  hwait .  Othorr  followad 
ia 1980  and  1981 an volume cutbackr outweighed price inc rea ro r .  

Operationr of t h e  numerous inver tment   in r t i tu t ionr   and   rpec ia l ized  
b8nkr in Kuwait, a long  with  the Kuwait  Fund'r  placement of fundr   not   yet  
lent,   oxtend  over mort partr of the   cap i ta l   account ,   bu t   onco   ne t ted  
together  (am in Table 19  above and Appendix Table SO), they  appear much 
rmmller  and riapler. During  1976-80 they  remultod i n  average o u t f l o u r  
of KD 75 mil l ion  a year, although there f luc tua ted  from v i r t u a l l y   n i l   i n  
1978 t o  A KD 124 ra i l l ion debi t  the  next   year*  Decl inina romawhat in 1980, 
they turned  up again in 1981. There appe r r r  to  have been a r u b r t a n t i a l  
rsf low of 10.n c a p i t a l   t o  the i nve r tmen t   i n r t i t u t ion r  i n  1979  and 
c r p e c i a l l y  1980 i n   f a v o r  of d e p o r i t r ,   a p p a r e n t l y   r e f l e c t i n g  8 y ie ld   cu rve  
skewed in favor of rhor t - te rn   ho ld ingr  81 well 81 a d a i n i r t r a t i v e  aeas~ter 

i n  1979 but growing  outflow. rermed t h e r e a f t e r .  
aimod 8t C U r t 8 i l i n B  Capital  O U t f h U O .  Cometcia1 bankr   repatr ia ted  fundr  

Non ine t i t u t iona l   p r iva t e  capital mvementa, am rug8erted by ne t  
e r r o r e  and omiarionr, have  amounted t o   r u b r t 8 n t i a l  net ou t f lowr   i n  a l l  
recent  year8  except 1977. Although no r i m  wa8 ind ica ted  in 1979, rome 
incraare secmr t o  have  occurred in 1980 and p o r r i b l y  i n  1981 ar well. 

5. Rercrvcr and net foreign amrat. 

Inctc88c8 in the Centra l  Bauk'8 i n t e r a r t i o n 8 1  reserves avrr8p.d 
KD 120 mill ion  ( roughly US$420 million)  onnu81ly  during 1976-80, d e r p i t c  
coariderablc var i a t ion   du r ing  the period m d  a drawdown i n  1978- Although 



there  war a 8 l i a h t  declinr i n  r a 8 o f ~ e r  d u t i n t  t h e  f i r m  nine  month8 o f  
1981, t h e  lrvml va8 conriderably  hiaher i n  Septembr 1981 thm 8 yo.? 
rarlier and appe8rrd   l ika ly   to  rire by  parhap8 200 a i l l i o n  for t h e  
p a r  a8 a vhole. k of tho and of Septrmbor 1981, rhr balance amounted 
t o  Kp 1,132 aillion o r  about US33.9 billLon  (Table 2 0 ) ,  ;ncludia# a 
nominal KD 32 anillion i n  gold vhore currenc sarkat v8lue ir abouc niar 
tinea h i g h e r .  Ihe ferofpe porftion i n  the Fund, &f 11l) 133 Slllion, 
C O n r i l C r  Largely of aomo a t i l l - o u t r t r n d i n ~  108nr to  t h e  ?d under the 
o i l  facil i t irr  and mu leadan8 for t h e  aupplmontary timncina fACflitym 
tkvina bmcow 8 p a r t i c i p a n t   t o  the  SDR whoma in Apri l  1980, krwait 
r rc r ived  i t 8  f i r r t   a l l o c r e l o n  i n  January 1981 rad hrr bran dor igmtmd  to  
rmcriva amall  rmountr riaco i n  exchant. for ~ u r r m n c y ~  

F o r e i e  aare t r   ho ld  by t h e  Miniattp Of ? i a r a c O  at0 m8ay tiM8 lrr8er 
than t h e  a n t r a l  b.nk'8. In the  198lC62 bud@@t pro roa ta t ioo ,   t o t a l  a8.ef8 
of t h e  tw g o v e m n C  remerve fuadr vore p h c r d  a t  RD 17,138 mil l ion  &I 
of the end of 1980. O f  t h i r ,  roo. 27.6 per Cent w 8 8  m i d  t o  k invortod 
i n  KuV.it. On thir  bari8, aom?umaat f o r r i # u  ho1di-r roomtad t o  
KD 12,408  million (US$lSmf billion) at  the end of 1980, t he  latert date 
for Which information i 8  8W8ihbl.b 

Co-rcial bank8 a d  othar f i r u n c i 8 l   F n r t i t u t i o n r   a l r o  b v o  rub- 
r t a n t i a l  holdi-8. Tha banka' ne t   fo re ign   a r ro t  poricion ha8 riaen 
f a i r l y   a t r a d i l y ,  88 i n d i c a t e d   e a r l i a r ,  and now approache8  the lerml of 
Central  Bank f o r a i m  terorver, while othor  inrtitutioar' net   ho ld inar  
are only somewhat amallerr 

V I .  Exch~asr .ad Trade Syrtrm 

hwaft continuer t o  aaintaan a liboral rxch8nge  and t t rdo  ryr tem,  
&ad therr have boea no r%gaificant changer i n  the  syatem during the par t  
W O  yO8r8. 

All transactioar take placa in convort ible   currencies .  Up t o  March 
197s await maintainad margin8 of 2.2s per  cent  on each side o f  p a r i t y  
f o r  i t8  quotation of the rxch8atr rate o f  tho U.S. d o l l a r  rgainat tho 

the d ina r  t o  the U.S. d o l l a r  and ha8 linked i t  t o  8 vrighted  average of 
currencies  o f  - j o t  trading parta.fr. Thr currancy barket employad by 
Kuwait 8saignr a gre8ter  veight t o  the UmS. d o l l a r  than that ur8d in the 
SDR barket. The Untral Bank quote8 buying and sel l ing rater d r i l y  for 
the U.S. dollar ( t h e  internention currency) and lur normally maint8inrd 
these rates a t  oue s ix teenth  o f  1 p e r  cent on either r i d e  of t h e  currency 
baskce exchange rate. The e u r h o r i t i e r  at t ines have widened the rprrad 
m a r g i n a l l y  to discourage undrsir8ble t r rnd r  in t h e  exchange m t k e t .  
marc are no taxas or sub8ld i rs  on purchareu or raler of foreign exchange. 

% l W 8 i t i  d i m t .  Since March 18, 1975, h0WW.r. hW8it h.8 ceared Pe88iag 



End of  Period 1976  1977  1978  1979  1980 w 
1. Central  Bank r e r o r ~ o r  

Cold &I 
SDRa 
IMP rororvo porition 
oil f8Cility loan0 
SFP Lorar 
Other 

Foreign  exchanao 

2. Government rrrotr i/ 
3. Of f iCi8i  I r l O t l  (1 t2)  

4 e  C o ~ t C i 8 l  b8Ukr (not) 
h a r t s  
L i r b i l i t i m  

5. Not foreign 8rrOtr Of 
banking ayr tom ( 1t4)  

6 *  Othor f inmcir l  
i n r t i t u t i o n r   ( n e t )  ?/ 

kre t s  
L i r b i l i t i o r  

4.0 m m  3.9 

” 2/ 
0.5 0.4 - 

(013)  (0.1) 
(0.1) (0.2) 
(0.1) (0.1) 
3.4 3.4 

- 

6 2.7  3.7 n n  
-2.9 -4.2 - 3 e 3  

Soiircer: a n t r a l  Bank of Kuwait, In t e t a r t i oa r l   F i runc ia l  Statist ic8 rnd s t a f f  
e8timateo. 

11 A t  n a t i o n a l   v r l u t i o n  of KD 12.5 (rround US945) per fintr ounce. 
T/ Leas t h r n  US$% million8 
51 Held by Hini r t ry  of Pinrace. Excluder  coal ertrta rnd  loan8  to  developing 

co%ries  (excopt US$Z*O b i l l i o n  in 1980). 
4/ Estimated as Reserve Funds lams rhrre (27.6 per cent  i n  both yerrr)   inveated 

in-kwait ,  ae stated in budget p r e m n t r t i o n r *  
5/  Specializad  brnka rad invertmont  companira (including $ope re81 a r t r t e  and 

eqr i ty )  and portfolio  invoatmentr of tho KFAED. Assets f o r  1980 par t ly  artimated 
from balance of prymaatr f lour .  



AC tha end of 0.ceob.r 1941, the U.S. dollar/Kuu.ici d i r u r  axchan$a 
r a t a  warn KD 1 USS3m55. Chart 2 balow rhovr t h e  t rcenc   changer   in  t h e  
rxchrnae r a t a  betwaen t h e  Kuwaiti d i n a r ,   t h o  U.S. do l l a r ,   and  raloctod 
ocher cutrrncp u n i t s  

Adoin is t ra t ioa  of c o n c r o l  

mare ir  no axchan(a c o n t r o l  and r.rid.nt8 rad nonrar ident r  o r y  
freely purchare and 8.11 fo r r ign   cu r renc ie r  fa bwait. h a l i n t s  i n  tha 
curtancia. of f r r a a l  and South U r i c 8  are proh ib i t ad ,  aa rrm trade and 
ocher ttanractionm with  there couatrier. Ganaral and individual   import  
l icenrer are i r ruad  by the   Mini r t ry  of Comarce and f n d u r t r y m  A l i d r e d  
con t ro l  over export8 ir rdminir tered by the  Curtool  and  Porta Adoinirtratlon 
of tha Mnirtry of Comunicat ionr .  

3. Noarerident  rccounta 

Noarariden=r may f r a a l y  opan  and  operate accounts in Kuwaiti dinrrtr 
and foreign currenc iaam 

4. Import, and import papwnt r  

Import   l icenrer  are required for a11 pr iva te   impor t r  other than 
foodr tu f f r ;  l iceurea &re i r r u a d  freely, except t o r  wheat, f lour ,   and  
arbar toa p ipe .  Ragirtorrd  importera  handling a v8riaty of  comodit ier  
may obta‘n a general  licenrr v r l i d   f o r  one year. To be r e g i r t e r e d ,   t h a  
importer  muat be either a #uv.iti c i t i z e n  or r firm in which a11 par tner8  
rra lkvait i  n a t i o r u l r   o r  a rhr rahold ing   or  limited l i a b i l i t y  company i n  
which Kuvaiti eutiomlr o m  a t  leamt 5 1  per cent  of a11 rtock. Commarcirl 
impor ts   aomal ly  are limited t o  regirtered importar#.  Other importerr  
muat o b t a i n   r p e c i f i c  licenrer f o r   i n d i v i d u a l  commodities, which r h o  are 
v a l i d   f o r  one year 

I apor t r  of a feu item (m8ialy oxygen, c e r t a i n  r t re l  pipea,  foodrtuffr 
containing pork, alcoholic bevera8e1, and c e r t a i n  older motor v r h i c l e a )  are 
prohibited from all aources.  Imports from any i t - r m i t t e d  aource may ba paid 
f o r  freely. 

5.  

Papants f o r   i n v i r i b l e s  m y  be made freely. There are no l i m i t a t i o n r  
on the export  of  domestic o r  foreign currencym 

6. Exports and export proceed8 

Exports o f  l i v e  sheep and poultry and of certain other items (mainly 
foodrtuffr and cement) are prohib i ted  in time o f  emergency o r   sho r t age  in 
Kuwait. These i tem. may be exported in Limited qwneitiar o n l y ,  uader a 
s p e c i a l  licenre irrued by t h e  finistry of Comarce  and Industry. Exports 
of arms, amualtlou, and scrap rnatal require licenear. Ucansee  ara not  
required for other exports o r  re”axports. 
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There are no requirementr   a t tached  to   receiptr  from e x p o r t r   o r  
rc=exportr;  the  proceedr  need  not be rep8t r ia ted  or rurrmdeted,   aad 
they m y  be disposed of f r e e l y ,  r.gArdler. of the  currency  involved. 

7. Proceedr  from inviribler 

No rcquiremenrr are a t tached   to  the w e  o r   d i r p o r a l  of receimtr. 
Tra--elera  antaring Kuw.it m y   b r i n g   w i t h  them any amount i n  Kuwaiti or 
o the  ,f bankno t es . 
8-  Capital  

There ar@ no exchange cont ro l   ob l iga t ionr  on the t r a n r f c r   t o  Kuwait 
of res ident  or nontaaldent arsets in  any currency. Government agraement 
is neceeeary  for the pa r t i c ipa t ion  of nonresident capital in corporation. 
In Kuwait, and a l i c e n r e  18 requi red   for  t h e  er tabl i rhment  and oparat ion 
of i ndus t r i e s  in Kuwait; a t  l e a a t  5 1  per cent  of ownership of new Kuwaiti 
companies must be held by nat ionals .  No r e s t r l c t i o n r  are imposed  on 
outward capital  payments by res idcnte   o r   nonrer idents .  

The monetary a u t h o r i t i e s  and  merchant6 r cg i r t c r ad  with t h e  Ministry 
of Coumerce and Industry may import and export  gold  in  any  form,  provided 
t h a t  such  gold is not lese   than 18 karat f ine;   gold  jewelry,  however, 
may uot be imported  or  sold  unless it is properly hallmarked. Kuwaiti 
na t iona ls  may f r ee ly ,  and without  l icense,   purchase,   hold,  and sel l  gold 
in any form, a t  home or abroad.  Other  residents may, on a r r i v a l   o r  
depar ture ,   b r ing   in  and take  out   their   holding8 of gold in any form, 
without   t ea t r lc t ion   o r   l i cenre .  Jewelry and precious metals in any form, 
manufactured  or  unmanufactured,  are subject to  import   duty at 4 per  cent. 



- 62 - 

1976 L977  LO78 1979 

Valur ( t o t a l  1 
C r u d .  o i l  
Buakmrr 
Other ref inad 
LPG 
Excluding bumkarr i/ 

Volum ( tota l )  
Crud. o i l  
Bunkrrr 
Qthar ref inad 
Lpc 
E%Cluding bunkrtr 21 

fm?8 - 3 1  
2 658 9  2 S57 1 2 628 7 4 781 5 9 420 0 

209 
1,385 

141 
(8,885) 

#H 
16.3 

116.9 
13.9 

(786.3) 

11.33 
11.22 
12.12 
11.85 
10.17 
11.30 

11.26 
10.31 

I . .  

(r0 aillioa, of U.S. dol la r#)  

8,924 
7,262 rfass "m mi/ 9 559 17 311 20 OOO 

185 166 28s 4 29 
1,331 1,424 2,664 3,766 

146 13s 1 7 1  67 6 
(8,738) (9,39S) (17,026) (19,571) 

(h n i l l f o r u  of b a r r r l r )  

7m.O 796.7 m m  
16.9 15.2 18 .I 13.1 

l lb .2  126 .I 122.5 115.7 
14.5 13.9 32- 1 25a 1 

(717.1) (783.5) (914.9) (617.6) 

(In U.S. dol la rs  mr barre l )  

12 16 11.97 18.55 31.71 
12.31 12.19 18.24 31.69 
10.96 10.77 15 A 7  32.72 
11.6s 11.23 21.91 32.72 
10.05 9.70 14.68 26.94 
12.19 11.99 18.61 31.69 

12.32  12.23 18.34 29.53 
11.22 11 6 37 17 . O l  26.08 ... ... 14.21 26.82 

4 159 6 

89.6 
925.3 
132.2 

fm3 y 

(4,070.0) 

HE 
322 

3,323 
47 5 

(14,617) 

%+ 
b.8 

100 I O  
20.0 

(410.0) 

3S .67 
37.31 
32.18 

23.75 
33 23 

35 65 

35.15 
32.50 
23 63 



- 63 a APPENDIX 

Tabla 22. Kuwait: U G  Export Pricar , 1979-81 L/ 
( In  U.S .  d o l l a r s  pet w t r i c  ton) - 21 

1979  (average 1 
January 1 
A p r i l  1 
Augurt 15 
Septamber 1 
October 1 
November 1 
December 1 

1980 (average) 
January 1 
March 1 
May 1 
J u l y  1 
August 1 
September 1 

160.5 
125 .5 
- 
126.5 
185 .O 
201.0 
211.0 
226.0 
241 .O 

309.0 
276 .O 
300.0 

318 .O 
318.0 
318.0 

- 
318 .o 

276  .5 
318.0 
- 
312 .O 
300 0 
258 .O 
228.0 

174.0 
115  .5 
- 
127.5 
218.3 
232.0 
252 .O 
277 .O 
292 .O 

321 .O 
332 .O 
- 
332 .O 
332.0 
322 .O 
312.0 
307 .O 

276.1 
307.0 
- 
305 .O 
300.0 
258.0 
258 .O 

167.2 
120.5 
- 
127 ,O 
201 . 7 
216.5 
231.5 
251.5 
266.5 

315.0 
304.0 
- 
316.0 
325 .O 
320.0 
315 .O 
312 .5 

276.3 
312.5 
308.5 
300.0 
258 .O 
243.0 

- 

Sources:   Central  Bank of Kuwait and press r e p o r t s .  

1/ Annual averager are weighted by number of days;   averages 

2 /  Approximate convers   ion factors are 12 .696   bar re l s  per ton 
of-propane  and  butane are unweightcd. 

€0: propane and 10.944 barrels per ton f o r  butane. 
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Table  25.  Kuwait: Output and U t i l i z a t i o n  of Natura l  Cam, 1970-80 

Utrl izrt iou 
Pub 1 LC 

h i n j e c t l o n  011 Util i t irr  and 'Jt 11 r za t  ion 
Output i n  Oil Wells Comprnrra L/ Petrochrrrcrls Total Rat 10 

1970 
1 9 7 1  
1972 
1973 
1974 

1975 
1976 
1977 
1978 
1979 

1980 

570.3 
643.7 

581.1 
466 a 9 

382.4 
395.8 
362 6 
392.8 
460.4 

310.1 

647 .a 

45.3 
69.5 
65 - 9  
79.1 
63.2 

42.2 
46.7 
34.1 
20.2 
30.2 

16.5 

(In b i l l i o n  cubic free) 

90 .o 
34 .8 
95.2 

100.9 
94.3 

52.7 
63.2 
85.7 
85.1 
93.9 

79.7  104.1 
89.6  107.5 
85.3  125.9 
75.7  146.9 

121.5  182.6 

93.8  149.7 

188 .O 
227.5 
246.8 
265.1 
251.4 

226.0 
243.8 
245.3 
212.8 
334.4 

260.0 

(Ia per ceut 

33.0 
35a3 
38.1 
45.6 
53.8 

59.1 
61.6 
67.6 
61.8 
72.6 

83.9  

Source:   Minir t ry  of O i l  (ar r epor t ed  in Central Bank B u l l e t i n ) .  

1/ Includes supp l i e r  eo n a t u r a l  888 l i q u i d r  plants, net of "hd r e s idue  gar 
thTy r e t u r n  t o  o t h e r  ubur8. 
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Tabla 26. Kuwait: O i l  Lrportr by Dartination, 1976-80 L/ 
( I n  per cant o f  tota l )  

19 76 19 77 1978  19 79 1980 

Alia &/ and Oceania 
Japan 
Other A/ 

Western Eutopa 
Ne thsrhnda 
United Kingdum 
Fr  ance 
I t a l y  
Other 

50.7 
24.0 * 

23.9 

53.8 

28.0 
m %+ 

36 .O 26.7 

3s .O  
10.4 
- 32.4 

7 . 7  
- 37.2 

9.6 
- 36.3 

11 04 
-6.5 
3.6 

10.1 

- 

4.7 

29.5 
13.1 
- 

8 08 
4.6 
4 .O 
7 . 2  

9.7 
3.3 
7 05 
4.2 

- 9.3 
2.s 

10.0 
5.8 

7.8 
3.8 
1 *3 
3.5 

1.9 
1 .7  
- 0.7 - 

0.7 
- 1.3 
0.6 

North b r  icr 
United Stater 
Canada 0.2 0.2  0.7 1 .o " 

Let i n  America 6.2 - 6.9 - 3b7 - 2.0  - 5.9 - 
Middle Ea6 t and Africa 3.6 

1.4 

- 
- 

4.4 - 5.5 - 3 .8  - 3.9  - 
1.3 - 1.1 - 0 . 7  - Ear tern Europe 

Other - 0.1 

2.0 

100.0 

- 
7 

0 . 6  

2.4 

100.0 

- 
- 
- 

0 , s  - 0.4 - 0.8 - 
- 2.0 

100 .o - 
2 . 2  

100 0 

- 
- 

Bunkers 1 . 9  - 
Total 100 .o - 

Sources:  Ministry of O i l  rnd Central Bank of Kuwait. 

- 1/ Doem not include LPG exports. 
I 2 /  Excluding Middle Eastern  countries. - 3/ Mainly  Republic o f  Korea, Taiwan, and Singapore. 
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19 72 197s 197s 19 77 1970  19 79 

39 a 0  
67 e9 

127.3 - 
-8.9 

02t e 4  
198.6 

- 626 a 0 

11000e3 
4 0 2  . 5 

1,463.9 

-361.6 

1,lUZ. 3 

217.6 
200 e o  

417.6 

26.1 

fS6.7 
38S.3 

1,142.3 

2,806.0 
-907 a 0 

- 

3,465.0 

224.0 

3,709.0 

274bl 
208 . 9 
M 3 , O  

72.1 
- 

1,029#8 
432 e 3  

1,462. 1 

2,992.4 
-1,230ao 

3,839,6 

441.0 

4,280.3 

393 e 5  

460 .5 

0%. 0 

120.9 

1,321.4 

- 
380 a9 

1,912.3 

2,916.0 
-1, 7SO. 0 

4,033.3 

518.0 

4,371.2 

245 a 2  
539.6 

783.0 

-7.5 

1~467oO 
621 0 9 

- 

2,100.9 

3,000.0 
01 , 700.0 

4,194.4 

734.0 

4,928.5 

183 e 1 
SO7 a9 

691 ,O - 
~ 6 b 2  

1,641 e9 
73sa1 

2.377.0 

5,30laO 
-2,016.0 

6,439#2 

920 . 0 
7 , 3 3 9 # 2  
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Table 30, Kuwait: Labor Permit8 Iaaued, 1975-79 

Index of Permit8 Number of Permit8 Number of Pemrtr Net 
Irrued 

Year8 (1969  100) 
Iarued 

(1 )  
Terminated Change 

( 2 )  (1-2) 
~~ 

1975 153.1 

1976 170.1 

1977 170.2 

1978 101.2 

1979 206.9 

27 ,705  

30,782 

30 796 

32,792 

37,440 

~ 

n. I ,  

2,731  28,051 

3,318 27,448 

10,527 22,265 

15,619 21,621 

Source:  Minrrtry of Planning,   Central   Stat irt ical  Office: Annual 
S t o t l r t i c a l  Abrtrrct of 1980. 

- 
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Table 32. Kuwait:  Five-Year  Development Plan,  1976/77-1980/81 

( I n   b i l l i o n #  of Kuw8iti   dinars  at  1975176 p r i cea )  

~ 

h u n t  Per Cent 

Total   investment  al location8  for  f ixed 
capi ta l   formation 

Publ ic   sector  
4.441 m 100.0 

76 .4 
- 

Pr iva ta   sec tor  1.048 23,6 

Allocations for the rise i n  stock8 - 0,444 

Dis t r ibu t ion  of t o t a l  investwnt by 
economic sec to r  

O i l  and gas sec to r  
Manufacturing  other  than o i l  
Tranrportrt   ion and c m u n i c a t   i o n  
Water and e l e c t r i c i t y  
Construct  ion 
Other 

4.441 
0,765 
0,910 
0.782 
0.537 
1.377 
0.070 

- 100.0 
1 7  $ 2  
- 

20,5 
17.6 
1 2 , l  
31 .O 

1,6 

Sources:  Miniatry of Planning and Central Eank of Kuwait. 
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Sources and foo tno te s   t o  table 33. 

Sources:  Central Bonk of Kuwait, Bul le t in  and Economic Report,  1980, 
and balance  sheets of insurance companrer  provided by t h e  Kuwaiti 
au tho r i t i e s .  Note: The table  does  not  include  social   imurance 
organizations,  mney  exchangers,  and  financial ahare broker8  securi t ree  
market and foreign  insurance  companies. Data fo r   t hese   i n s t i t u t ron r   a r e  
not  available. 

1/ Bank balances  with  the  Central  Bank and Central  Bank b i l l s   h e l d  by 
bazks . 

L 21 Cash and balance8  with  the Central Bank. - 3 1  Includes  carh on hand. 
41 Private   deposi ts   in   foreign  currency (KD 587.9 mi l l ion)  and p r iva t e  

5 /  Commercial papers discounted ar reported by Central  Bank, less 

6 /  Deposita of commercial bankr. 
7 1  Claims on nongovernment s e c t o r  as reported by commercial  banks, 

seTtor  shareholdings  in commrclal banks  included. 

c r zd r t  from Central  Bank ab reported by commercial  bankr. 

lezs   deposi ts  and 108nS of  commercial  banks as reported by other 
f inanc ra l   i n s t r tu t ions .  

dim> included. 
8 /  Resewe  posit ion i n  the Fund (KD 130.8 mi l l i on )  and gold (KD 31.7 
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1978 kcamber 3.5 
1979 kcellbee 202.5 

1980  January 
Prbruarp 
h r c h  
Aprrl 

June 
L l y  
Auwr c 
SIprrrbrr 
Oceokr 
bv-r 
Docr.brr 

1961 Jrnrug 
rrbrurq 
Ha; ch 
Aprrl 
n q  
Juar 
luly 
AuwrL 
Saptdar 

209 9 
2s2.4 
268.6 
265 2 
170 1 
228.1 
187 5 
270.3 
270 1 
295.8 
298.9 
301.3 

148 I 7 
220.9 
261 4 
276.4 
21S.3 
210 1 
212.9 
186.5 
184.6 

H-randum at-. 
1974 
975 
-976 
1977 
1971 
1979 
1900 

( In  mrlhoar of Kuwait1 dimurr) 

30 6 111 .I 
19L 3 116.2 13.3 

-116 b 6.8 39.6 
180.6  28.1 
18S.5 

27 .O 
S2 .3  26.0 

215 1 61.7 
229 -0  

27.9 
27.1  49 0 

233.4 51 4 
218.7 

86.6 
S7.2 101 -6 

205.2 29.9 86. 7 
221.1 22 3 8 4 . 3  
2a 2 22.9 
2SS.b 

87 .a 
19.7  9a.s 

298.6  106.0  9a.3 

I 

292 a9  37 .O 120.4 
127.) 291 ,4 28.6 

281.3 26.9 
282.3 

116.2 
31.2  116.4 

2 9 0  0 12.3  13s. S 
279.0 38.7 
270.6 

139.3 
18.5  120.9 

27S.8  sa.&  120 I 
26s 9 lS.6 133.0 

-80 3 
268.1 

3SO. 1 
377.9 
37s.a 
370.7 
323.0 
323. 
247 .O 
362.9 
38s. 2 
433.7 
u 6 3  
39S.6 

384.2 
3J6.2 
399.6 
911.1 
427 5 
311.1 
M . 6  
283.S 
,301.9 

13.4 
21.4 

22 1 
23.6 
21.1 
24 3 
23.9 
24.6 
23.6 
24.3 
24.2 
25,4 
27.2 
26.9 

2s.7 
28.2 
26.0 
25.6 
27.1 
21 .o 
26.9 
2L. J 
24.2 

33.2 
20.2 
20.0 
8 0  
13.6 
21 .I 
26.9 

9.3 
lJ.5 

16.0 
17 -1 
17.7 
18 .o 
17.J 
17.9 
16.1 
11.7 
17.8 
18.7 
20.1 
10.6 

19.3 
21.2 
19.9 
18.7 
19.9 
19.5 
19.6 
18 0 s  

17.9 

24.0 
13.6 
3.6 
J.5 
9.3 
1J.S 
20.6 

~~ 

Sourca' CInrtal Bank of Kwrit. 
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Tab le  &I. Kuwair : Con8olrdatrd 8818nCl Sheer 
of Inrurancr Companirs , 1979-60 AI 
(In thouraadr o f  Kuwaiti dinars) 

1979 1980 

A88.tr 
Deposita with comercia1 bank8 L/ 
Xnvcs tments 

Financial 
Other i/ 

P r e a i m  rece ived 
Other araets  

Lrabilit ics 
capital and rerewe 
Creditor8 and other credit balance8 
Due to banks 
Other l i a b i l i t i e s  

312,348.9 
24.744 .O 
53i412.6 
(40,lSL.8) 
(13,320.8) 
15,767.2 
18,385.1 

112,348.9 
61,712.8 
19,226.9 
8,771.9 
22,637.3 

126,995.0 
24.600.0 
s9;733.3 
(4s ,906.0) 
(13,827.3) 
18,763.1 
23,898.6 

733nZ 126  99s 0 

18,729 S 
11,401.0 
22,912.1 

Sources: Annual rsportr of the insurance companies. 

1/ Includer Kuwait Inrurrnce Co., Gulf fnrurance Co., Ahlip8 
Ir&trrnce Co. , Warbah Iarurrncr Co. , and Kuwait Reiarurance Co. Other 
Arab and foreign insurance companies not  included. 
- 2/ Includrs carh ou hand. - 3/ Cons is t s  of imtert=ntr ou land and real as tatc. 
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1976 1977 1978 1979 m- 
Patrolaum  (curtoma brrir) 2 6S8 9 

Crud. o i l  m 
Bunker o i l  61.1 
Other r r f  inad 404.9 
LPG 41.3 

Food, bevetagar , 
and tobacco 

Chamicalr 
Il.mrfacturar 
t q u i p r n t  
Othar 

Tota l   (cur ton  b u i r )  

Changer LU por coat 
PatroLrur 

Curt- barrr 
Ad jruted b&rir 

Other dowrt rc  

Total  (curtoPr b u i r )  
"aXPOtt8 

A d j U 8 t . d  t o t a l  

(12.9) 
(2.4) 

(64.6) 
(75.2) 

(3.9) 

2,174.4 

- 
-61.1 

2.0 
-2.4 

w 
215.1 

13.8 
13 .s 

-30.8 
79.3 
14.7 

14.4 - 

(13.1) 
( 3  .&I 

(82.0) 
(71.7) 
(3.9) 

2,792.6 

- 
-53 1 

2.0 
-1.1 

m 
236 e 4 

-3.8 
-3.6 

2.8 
11.6 
-2 .a 
-2.6 - 

(19.0) 
(6.3) 

(100.6) 
(8.4) 

(19.4) 

s , o u . s  

I 

-78.6 
360 

-7.4 

+%+ 
302.6 

81.9 
82.0 
21.6 
34.0 
77.7 

77.8 - 

"el& 3 141 0 1/ 3 965 6 A/ 
116.2 19.6 

1,026.0 929.3 
183 3 132.2 

411.3 617.0 3/ 
m 4 /  " .. . 

(27 .O) 
(6.5) 

(125.1) 
(148.7) 
(13.8) 

5,552.3 

279.0 
-116.2 

18.0 
4 3  a 1 

+%+ 
4 ~ 6 . 2  

7.5 
12.8 

8.3 
43.5 

9.1 

14.3 - 

( . . . I  
( . . . I  
( . . . I  
( . . . I  
( . . . I  

4.602.6 

174.0 
-69.6 

20,o 
-12 0 

m 
625.0 ' 

-22.5 
-23.3 

1 
) 50.0 

g l f . 9  

-17.1 

Sourcar:  Central Bad of Itwait, r t r f f   r r t i u t a , ,  and A p p d i x  Tabla 21. 

- 1/ Curt- d.ta p r O V t 8 L O t l d l y  rrVi8md; @IrclUdW oa C t u &  O i l  8.1.8. 
2 i  Ertam&ted m i n l y  fra o i l  zndu8try prerr teportr; excluder p r d r .  - O /  Indrcrtxve a r t i ~ t r   r d l a c t r n g   d a t a  for t i r o t  tour a a t h r .  - O/ C a p r i t i o a  e r t h t e d  tram r n e a p l r t a  data. 
S f  t r t r u t a d  t o  h w a  Atnt8ga.d USS3.30 pat battrl (USS/b) in tha lut th taa   qur r ta r r  

of-19@0, USSZ.7O/b aa the  f i r s t  quartrr of 1961, U(IS2.lOlb La t ha   r acod  and th ird  
quartarm, and USS0.30/b in the fmrth. 

6/ buakmr malar ara   t rar tad rr rervicrr i a  the brlaoca of prymntr .  - T /  k d u c t i o a  o f  r h i p  ' rupplier rad addition o f  unrecorded  axpert# (rhrirpr). 



Table 06. K w r ~ t .  Comporataon of frnuorts, i9f6-81 

(In mallions of Kuvaitr  dinars) 

i976 1977 1978 1979 1980 A/ 

By SSTC r rcc ioa  A/ 
Food and l i ve  animala 
Bevaragrr and tobacco 
Crude mcerialr 
Mrneral fue l# ,  aec. 
Other  o i l s  and fat# 
Chemical# 
PJatruF.ctutad matrrialr 
Machiarty and q u i m n c  
t!racellmeouo aanutacturrs 
Other c-dit ie8 

By cconaaic u8e Ai 
Capital goodr 
fntamediate good8 
Conaumr mod8 
Not rpacif  ied 

Ad jus tmntr for brhncr 

Freight m a d  i n ru tmce  
Nomnetary g o l d  
Other coverage,  etc. 
Adjurted ~mportr ( f . 0 . b . )  

of papencr 

Hemmandum i e a w  
Retained imports i/ 
Indurtr ia l   couutrsra '  

exports t o  Kuwait &/ 
Changer i n  per cent 

m o r t r  c . i . f .  &/ 
b e r i n d  q r t s  31 
Ad justed imports Tf .o.b. ) 

E r c  luding go Id 
Fteasht  .ad i n a u t r n o  

972.0 1,387.1 1,263.9 l(437.0 1 775 9 
147.7 162.7 194.2 

i j  .2 
16.5 
7.2 
3.2 

30.1 
214.7 
007.7 
140.1 

18.9 

14.1 
21,s 

9.9 
2.6 

41.9 

631.2 
207 .9  

10.5 

299 .a 

10 .O 
I 23.7 
I 7 .5  
I 3.3  
I 44 .I 
I 290.3 
; 500.3 
1 203.9 
I 9.8 

2s .o 
29.8 
10 .o 

3.3 
54.6 

357 b o  

510 a4 
235.7 

16 .O 

21.6 
32.2 
12.4 
5.9 

77.5 
422.2 
632.1 
30s. 8 
13.9 

- 972.0 1,287.1 1,263.9 l(637.0 1 775.9 
242.6 407.3 280,s 229.6 107.4 
320.5 431.0 452.9 S89.6 674.2 

19 .o 10.4 10.4 14.0 15.7 
389.9 438.4  520.1 603.8  798.6 

-126.4 -202.8 -189.6 oq15.6 -266.4 
34 .I 52.6 5s b 0  19.3 187.6 
85.0 120.0 60.0 105.2 137.9 

96s.o 1 ,356.9  1,389.7  1,345.9 1~a35.0 

813.0 1,109.7 1,097.0  l(216.4  1,454.8 

685.8 927.1 951.0 1,091.3  1,233.8 

40.2 42.7 -8.8 13.7 23.6 
34.3 18.8 -9 .3  10.9 19.6 
40.5 00.6 -12.3 13.1 3 6 . 3  
82.1 4 0 . 2  -13.0 1 7  .o 24.2 
38.9 60.0 - 6 . 5  13.7 23.6 

2 , 040 . .*  
b . .  

. e *  

. e .  ... .* .  
I . .  

I . .  .*. 
. *  

2 1 Oh0 
0 . .  

. I .  .. . . .. 

-306 
106 
160 

2,000 

... 
1,450 

14.9 

9 .O 
15 .O 
14.9 
17  . S  
3.0 

... 

Soutcer: Cenerrl Baak o f  Kuuaar rad strf f er t imtes  . - 1/ C o m p a r t u m  ertrmted from avrrlable mnchly bat:. - 2/ Imports ar recorded Ln cuatorm treurna , c. L. f , b8ris.  
I 31 f p p o t t s ,  e . i . f .  l aas  r8-axpott8, f . 0 . b .  (boeh CUICOW b u r r ) .  
k i  Iadur t r ra l  countries uporta f .o.  b. , h g m d  on. much t o  approx=acr 

- 51 Trrdang partaers ' noa-ai l  axport prrcrr wergheed by rh4tr in Kuwaaf I imports. 
rhyppint t a m ;  1981 artrmat8d from arne mnchr ' b r a .  
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T 8 b h  47. Kuwrit: h a t i a r t i o n  of txpor t l  8nd 
RI-Exports, 1976-80 

(In prr cent o t  t o t a l )  

1976 1977 1978 19 79 1980 - 1/ 

Asia a d  Oceania 

Korea, Rep. o f  
Pa iwrn 
Singapore 
Other 

J 4p8n 

Wes tern Europe 
Nether landr 
United Kingdom 
France 
I ta ly  
Other 

Western Hamirphere 
Brazil 
Unltcd State8 
Other 

Middle East a d  Africa 
Saudi Arrbir 
Other 

Ear tern Europe 

Unrpecified 

Bunk r a 

Tot a1 

48.6 
22.2 
6.6 
6.6 
1.3 

11.9 

- 

+i 
8.2 
4.2 
3.7 
6.6 

6.9 
5.7 
0.7 
0.9 

8.3 
3.7 
4.6 

1.3 

0.1 

2.3 

100.0 

- 

- 
- 
- 
- 

49.5 

6.6 
6.7 
1.2 
9.9  

m 

w 
8.9 
3.1 
6.7 
3.9 

8.4 
5.6 
1.8 
1 .o 
9.0 
4.4 
4.6 

1.2 

0.2 

2 .O 

100.0 

- 

- 

- 
- 
- 
- 

49.4 
24.8 
6.6 
6 .5 
1.2 

10.3 

- 

34 
8.7 
2 .4 
9.1 
5.5 

4.1 
3 .O 
0.7 
0.4 

8.7 
3.9 
4.8 

1.0 

0 . 3  

1.8 

100.0 

- 

- 

- 
- 
- 
- 

50.8 
24.1 
6,6 
5.2 
4 e 5  
9 .4 

33. 2 

6.1 
3,2 
8.7 
4.1 

3.3 
1.9 
0.6 
0.8 

9.7 
2.4 
7.3 

- 

- 

- 

- - 
- 1 . 3  

1.7 

100.0 

- 
- 

50.8 
13 .S 
7.5 
8.8 
7.5 

13.5 

34.8 

11.6 
5.2 
1.6 
4.3 

5.6 
0.8 
2.4 
2.4 

6.5 
2.1 
4.4 

- 

f2.1 

- 

- 
- - 

0,6 

1.7 

100.0 

- 
- 
- 

- 1/ January-March. 
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Table 48b Kuwait: h p o t t r  by Country of Origin,  1976-80 k/ 
(la par cent o f  total) 

1976 197 7 1978  1979  1980 i/ 

h i a  and Oceania 
Japan 
India 
Itore., Rep. o f  
China, PaopLe'r Rep. o f  
Taiwan 
Othar 

Wertrin Europe 
United Kingdom 
Camany, Fader81 Rep. of 
I ta ly  
France 
Other: 

Wer tarn B d a p h e t e  
United Stater 
Other 

Middle Eart and Africa 
Lebanon 
Other 

Unrpecrfisd 

Tot r l  

39.8 41 .5  38.4 38.8  40.2 rn m T m  
3 * 9  3 .8  3.4 3 . 3  3.4  
2.9 6.0 2.9 3 . 3  3.7 
2,3 2.7 2 . 1  2.) 1 e 6  
2.2 2.4 2.8 2.9 3.1 
7 .a 6.8 7.7 8.S 8.5 

38,2 37 .4  39.9 37 .6 39.0 
8.2 9.9 10.2 10.0 9.2 

10.9 9.3 9 . 1  8.0  7.9 
4 .4 5 .o 6.3 5.6 6.3 
5 .2  3.0 3.7 3.4  3.1 
9 .s 10.2 10.6  10.6  10.5 

- - - - 

16.0 15.4 14.8 16.8 15.1 
14.7 13.6 12.9 - 

1.3 1.8 1.6 2.3 2.2 

2.7 2.6 3.9 4.2 3 . 8  
0 .8  1.0 1 .Q 1.2  1.2 
1.9 1.6 2.5 3.0 2.6 

- - - - - 

106.0 100.0 160.0 1oc.o 100.0 - - -. " - 
Source: Central Bank o f  Kuwart. 

- 1/ Imports aa recorded by Cuotome. 
2/  January-Yrrch. 
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Table 49, Kuwait: Sewicer and Privata  Trarufera, 1976-81 

(In r i l l ionr  of Kuwaiti dinrrr)  

1976  1977 1978  1979 #k - 11 

Service rcceiptr 
Freight a d  inaurrnca 
Other tranrport 

Bunker o i l  
Other 

Tr avc 1 
Inver t m n t   i n e m  

Covarment 
Financial ina t i t u t  ionr 
Other private 

Governmant,  n. i.c. 
Other rervicer 

Service prymsntr 
Freight and inaurancr 
Other trrnrport 
Trave 1 
Invce  tment  income 

Governmcnt 
Financial  imtitutionr 
Other private 

Governmnt, n.i.c. 
Other rcrviccr 

Private  tranrfer  papnta 

Total  (net) 
Freight and inrurance 
Other tranrport 
Trave 1 
Inves tmtnt income 

Governmcnt 
Financl a1 in8 ti t u  t ion6 
Other private 

GOverIlment, n.i.e. 
Other rervicer 
private  tranrferr 

656 - 753 
29 17 

106 106 
(61) (53) 
(45) (53 )  

30 41 
477 575 

(255) (284) 
(82) (126) 

(140) (165) 
9 11 
5 3 

-321 -460 
-126 -194 

-35 -39 
-73 -88 
-36 -5 7 
("1 ("1 

(-20) ( -44)  
(-16) (-13) 
-38 -6 7 
-1 3 -1 5 

-92 -106 

24 3 187 
-97 -177 

7 1  67 
-43 -4 7 
44 1 518 

(255)  (284) 
( 6 2 )  (82) 

(124) ( 152) 
-29 -56 

-8 -12 
-92 -106 

- 

- - 

- - 
- - 

1 ,008 
19 

111 
( 4 5 )  
(66 1 
44 

815 
(446 1 
(173) 
(196) 

13 
6 

-591 

-54 
-106 
-81 
("1 

(-67) 
(-14) 
-150 

-19 

-119 

- 
-181 

- 
298 

-162 
57 

-62 
7 34 

(446 1 
(106) 

-137 
-13 

-1 19 

- 

(182) 

1,362 
28 

183 
(79) 

(104) 
97 

1,035 
(532) 
(213) 
(260) 

15 
4 

-740 
-205 

-62 
-228 
-1 15 

(-=I 
(-94) 
(-21) 
-1 10 

-20 

-147 

475 
-1 77 

121 
-131 

920 
(532) 
(149) 
(239) 
-9 5 
-1 6 

-147 

- 

- 
- 

193 
(116) 

(77) 
102 

1,620 
(933) 
(327) 
(360) 

34 
4 

-1,004 
-252 

-7 7 
-362 
-173 

(0-1 
(-141) 

(-32) 
-1 17 

-2  3 

-187 

801 

116 
-260 

1,447 

- 
-x3 

(933) 
(186) 
(328) 
-83 
-19 

-187 

205 
(90) 

(115) 
120 

2,650 
(1,540) 

(550) 
(560) 

40 
5 

-1,155 
-290 

-85 
-400 
-2 35 

("1 
(-200) 

(-35 1 
-120 

-25 

-205 - 
-*, 

120 
-280 

2,415 
(1,540) 

(350) 
(525) 
-80 
-20 

-2 05 

- I/ M~ny cmponeatr  are ataff  egtiarter mrnt only 41 indicative. 
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-221 7/ 3 
-1.432 -1.- 



Trblr 51. Ruwrit: Cumlrtivr Groom Lorn bimburoawnto of the Kuwait 
?und for Arab Economic OIvrlopwnt,  1976-61 

tXn millioar o f  Kuwaiti diaatr) 

-~ 

tnd-Dacambar 1976  1977  19  78  1979  1960  1961 - I/ 
Afghrniotrn 0- 

A1 @ria LO b o  

Brn~lrdrmh 0- 

Burundi -0 

Crmroun 
Cmror 0.3 
Congo I- 

Brhrrin 9.3 

-0 

Egypt 29  e9 
Crmbir 0- 

Char18 -0 

India 6.1 

Jordrn 15.4 
Lebanon 2*5  

Madrgrrcar 0- 

Hrlryr ir 0.3 
Hrldiver 0- 

l48l i 
ll~uritanir 2.1 

norocco 14.3 
Nepal I- 

Oman 
Pakirtm " 

Somalia 1 .s 

St1 h n k r  2.6 
Sudan 20.7 
Syria 12.2 
Tanrrnir 0.2 
Thrilrnd - 
Tunisia 17.7 
Yemn Arab Rep. 5.5 
Yemen, P . D . R .  3.3 
Other (16 countries) 0.1 

Tot 81 160.4 

1rrq 6.4 

-I 

" 

- 

0. 1 
10.0 
3.6 
9 b 3  

Q. 1 

0.8 
1.0 
0.8 
39 b 5  

0- 

0- 

10.0 
6.4 
18.6 
2.5 

00 

0.7 

0.9 
6 .O 

18 .O 
1.3 
2.3 

3.6 

4.1 
24.7 
1s .8 
2.2 
0.1 

20.0 
7.4 
4.7 
1 .o 

215. S 

-0 

" 

- 

0.3 
10.0 
6.0 
11.7 
6.7 

1 .o 
1.5 
2 *2 
47 b 5  

0.4 

2*5  
15 .o 
6.4 
21.6 
2.5 
I- 

0.8 
0.6 
1.3 
8.0 

25.3 
1.7 
4.4 
0.1 
5.3 

9 .1  
29.3 
18.8 
2.5 
0.6 

23.9 
8.4 
6.3 
2.1 

273 e 8 - 

2b1 
10 10 
9 b 4  
12.7 
1.1 

2b1 
1.9 
3 b 3  

5069 
1.3 

4.7 
15 .O 
6.4 

2.5 
30 e 2  

2-5 
1.3 
0 .8 
2.5 
10.7 

25.3 
2.7 
4*9 
1.9 
7 b4 

6 a0 
37.6 
20.1 
2.8 
1 a4 

29.2 
10.2 
8.0 
6.8 

335.7 - 

2 b 3  

10 ,o 
13.1 
17.1 
2.0 

4.3 
2.8 
4 .I 
33.3 
2.8 

8.0 
16 .O 
6.4 
40.3 
2.5 

3.4 
2.4 
2.9 
3.5 
14.5 

31.1 
4.6 
6.0 
6.8 
9.6 

6.7 
41 .k 
22.2 
4.4 
4.1 

37 .O 
12 .o 
11 .4 
14 .O 

423.6 - 

7.3 
l o b o  

1s b9 
17 .4 
2.5 

4 b 5  
3.1 
5 .O 
53.4 

5 *Q 

10.2 

6.4 
46.4 

labl 

2.5 

3.7 
2.8 
3.1 
3.7 
18.2 

32. 1 
6.6 
10,4 
11.2 
10.5 

7 b4 
44.2 
23.4 

S * l  
5 b4 

41.8 
13.1 
14.1 
19.2 

483.7 - 
Source: Kuvait Fund for Arrb Ecoamic Deoelopwnt . 
I 1/ Throufi end of September. 



100.0 
98.9 

100.9 
103 .I 

103 I 1  

10s .3 
104.9 
106.6 

103 .o 
103 .o 
105 10 
106. 1 

1Me 3 
105 I 9  
lM.9 
106 6 
11 .6  
108.3 
loa. 1 
11.1 
1 0 8 . L  
108.0 
1M.4 
106 4 

1W.L 
10s .6 
105 e 6  
105 .o 
104.0 
102.8 
102 L 0 
102.4 
102.2 
102.3 
103.3 

loo. 0 
98- 7 

101 .2 
103.6 

103.3 
103.b 
101.1 
103.6 

102.1 
102.1 
101.0 
101.) 

101.6 
101.1 
100.2 
101.8 
103.2 
103.6 
103.2 
103.2 
101.6 
103.1 
101 e 7 
101.7 

101.4 
100.6 
100. b 
100 10 
99.0 
97.9 
97.2 
97.1 
97 . i  
97.3 
98.6 

100.0 
99,s 

101.2 
103 7 

101.3 
103.b 
101.1 
103 I6  

102.1 
99 a 6  99.) 
99.3 

99.1 
98.b 
97.7 
99.3 

100.1 
100.0 
99.7 
99.b 

100.0 
99 .6 
9@ .2 
91.4 

90. 1 
97 .C 
97 .L 
96 e 8  
93.9 
94.8 
94.1 
90.4 
OC.2 
91.4 
95.5 

loo. 0 
98.9 

101 .8 
101.3 

102.4 
102 .. 
103.2 
102.7 

LQ1.3 
100.2 
100.2 
100.3 

99.9 
99.5 
98.5 
99.6 

100.1 
100.9 
loo. 1 
100.1 
100.5 
loo .o 
98.2 
98.S 

98. 1 
97 A 
97.L 
96.8 
99.9 
01.8 
94.1 
PL .0 
9L.3 
96 .* 
95 .J 

loo, 0 
97.9 

100.4 
lot. 1 

102.3 

99.7 
99.5 

lot. a 

99.3 
99 e 8  
99.2 

loo. 3 

loo. 3 
100.1 
98.3 
99.8 

101.2 
101 .6 
100.9 
LOO. 9 
101.3 
100.8 

99.4 
100.0 

g w  
99.2 
99.3 
99.2 
99.1 
98.6 
97.8 
98.3 
98.3 
98 0 6  

99.6 

160.0 

lM.1 
104.2 

ao9.o 

lOI.0 
lob .t 
101.8 
loo. 1 

99.9 
99.6 
97.5 
98.6 

99.0 
99 A 

102 . ? 
100 .I 
100.8 
100. 3 
100.9 
100.6 
101.2 
102.5 
102.1 
102.9 

lob. 7 
109.1 
109. 3 
107 2 
108.8 
109.0 
110.1 
110.f 
109.3 
100.1 
107.6 

100.0 

99 A 
98.2 
96.7 
H. 1 

99.1 
93.2 
96.1 
94.3 

97.0 
98.0 

100.8 
98.b 
97.9 
97.2 
98.3 
97 .9 
97.9 
98.3 
98.4 
97.7 

loo. 1 
101.3 
101.2 
103.4 
105.3 
106.1 
108.3 
107 .? 
107.2 21 
106.5 ?/ 
lOS.2 I /  
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