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CHAPTER 1

EXECUTIVE SUMMARY

This Country Commercial Guide (CCG) presents a comprehensive look at Kuwait's commercial environment, using economic, political and market analysis.  CCG’s were established by recommendation of the Trade Promotion Coordinating Committee (TPCC), a multi‑agency task force, to consolidate various reporting documents prepared for the U.S. business community.  Country Commercial Guides are prepared annually at U.S. Embassies through the combined efforts of several U.S. Government agencies.

Kuwait’s GDP for 2002 was US $32.22 billion, a 2.3 percent increase from the 2001 level of US $31.48 billion (Source: National Bank of Kuwait, “Economic & Financial Review” June 2003).  The rise was almost exclusively due to historically strong international oil prices. 

Diversification and privatization of Kuwait’s economy continue to be discussed as strategic goals of the government to counter abrupt fluctuations in world oil prices and to maximize employment opportunities for their citizens.  To this end, the government has considered the privatization of the national airline, portions of the telecommunications sector, and various aspects of the energy and water treatment sectors.   

The United States is Kuwait’s second largest trading partner, after Japan.  Excellent quality, reliability and service help the United States maintain a strong position in this very competitive market, although the strong dollar continues to hurt price competitiveness vis-à-vis third country suppliers. U.S. exports to Kuwait increased again in 2002 to US $1.014 billion up from 2001 level of US $906 million. Kuwait imports a wide variety of U.S. military, industrial and consumer products.  Leading industrial imports include oil field equipment/parts, medical equipment and generators. Significant consumer imports include passenger vehicles and trucks, and processed food products.

According to the U.S. Department of Commerce, direct U.S. investment in Kuwait was estimated at US $343 million in 2002.  The largest venture is Union Carbide's petrochemical project EQUATE, a joint venture with Kuwait’s Petrochemical Industries Company (PIC) and a group of private investors.  Another venture worth US $391 million involves the U.S. company, Ionics (25 percent), in the Sulaibiya Waste Water Treatment Plant. 

Kuwait is a highly price‑competitive market with low tariffs (generally only five percent ad-valorem), few import barriers and no exchange controls.  Procurement for large public sector projects continues to dominate the business scene, as Kuwait accounts for little or no manufacturing and non‑oil exports.  

EXECUTIVE SUMMARY
Kuwait's vast oil wealth (10 percent of world oil reserves, 96 billion barrels) and substantial government investments abroad (estimated at US $60‑90 billion, possibly more) have created an affluent population. As Kuwait's young population (48 percent less than 15 years of age, 70 percent under 24) matures, U.S. exporters will find a broad range of marketing opportunities.  As Kuwait moves to implement its Foreign Direct Investment law, significant opportunities will open for U.S. firms in a wide range of sectors.

Please Note:  

Country Commercial Guides are available to U.S. exporters on the website: http://www.export.gov or contact the U.S. Commercial Service office in Kuwait by fax at (965) 538-0281 or email at kuwait.city.office.box@mail.doc.gov 

CHAPTER 2

ECONOMIC TRENDS AND OUTLOOK

MAJOR TRENDS AND OUTLOOK

Oil Sector:

Oil production and related industries drive the Kuwaiti economy.  Kuwait’s crude oil production in 2002 averaged just over two million barrels per day (b/d); total production capacity is estimated at 2.4 million b/d.  The country’s refining capacity is currently around 800,000 b/d.  OPEC production agreements as of November 2001 limit Kuwait crude oil production to 1.74 million b/d, but Kuwait plans to expand production capacity to three million b/d by 2005.  Future plans also call for expanding domestic refining capacity to one million b/d, while increasing Kuwait’s ability to produce higher valued refined products.

Non – Oil Sector:

Kuwait’s real non-oil economy grew by 6.7 percent in 2002. Driving the growth in non-oil GDP was a relatively strong domestic demand that increased by 11.3 percent during 2002. Growth in

private consumption continued to show resilience, growing substantially during last year. Underlying this robust growth is the increased hiring of Kuwaitis by the government coupled with 

an improving economic picture that helped boost household spending in general. Rapid expansion in consumer lending supported by positive demographic trends has added further fuel. Government spending and gross capital formation also contributed to growth, though the latter still accounts for a small share of GDP. Mirroring the solid growth in consumer and government spending was the surge in imports which saw the most rapid increase in a decade (Source: National Bank of Kuwait “Economic & Financial Review”, June 2003).

The Kuwaiti Government is trying to reduce the percentage of expatriate labor in Kuwait.  Kuwait is working to replace higher-paid expatriate workers in the government and private sectors with Kuwaitis who are more likely to spend their earnings domestically.  Besides “Kuwaitization” policies, the increasingly expensive residences fees, new requirements for expatriates health coverage, raising living costs, and stagnant salaries have driven many expatriates to leave Kuwait permanently.  
PRINICIPAL GROWTH SECTORS

Non-Oil Sector:

Without fundamental economic restructuring, long-term growth in the non-oil sector will be tied to the whims and fluctuations of international oil markets.  Broad reforms are needed to reduce the role of the government in the economy; to reduce the dependence of the government on oil revenues; and to induce more Kuwaitis to seek 
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employment in the private sector.  Such measures might include steps to create a more favorable investment climate (for both foreign and domestic investors), to reduce government subsidies, and to expand and accelerate nascent efforts at privatization.  Key areas where the government’s role should be reexamined include:

· Telecommunications:  In June 2001, Kuwait divested itself of US $540.2 million--over half of its holdings--in the Mobile Telecommunication Company (MTC).  Further change could bring in Western companies as partners, along with badly needed investments in infrastructure and new technologies.

· Housing: Demand for housing in Kuwait is rising because of generous housing subsidies and the country’s high population growth rates.  Kuwait’s Minister of Planning stated that the government intends to support the 3.3 percent annual increase in population.  Anathema to Kuwait’s budgetary pressures and scarcity of building sites may promote the construction of multi-unit developments rather than individual homes.

· Power Generation: Subsidies distort the market by giving little incentive for consumers to use power rationally, leading to massive leaps in demand growth.  A restructured sector would provide appropriate price signals both to consumers (to reign in demand) and to producers (to build new power plants).

· Health Care: Kuwait is moving to privatize some of its health care services by establishing private hospitals.  In the future, government-owned hospitals may be privately managed as well. Furthermore, recent legislation requires all expatriates workers to have health insurance.  This should create opportunities for health insurance and/or health maintenance organizations and provide funding for additional projects such as Afiya Net, a program to automate patient record keeping.

· Food Sector:  Snack foods, vegetable oils, frozen beef, frozen chicken parts, cheeses, frozen and fresh vegetables, sauces and condiments.

Oil Sector:  

Kuwait’s government-owned oil sector is expected to maintain its long-term expansion, subject to constraints imposed by OPEC quotas.  After many years of debate, the Kuwait government has decided to allow foreign participation in the upstream oil sector.  It is in the process of drafting regulations that would allow the operation of international oil companies in Kuwait’s Northern oil fields.  The project is expected to generate billions of dollars of new investment in the country and create thousands of jobs, as well as granting Kuwait access to the latest techniques and technologies in oil recovery.

ECONOMIC TRENDS AND OUTLOOK
The petrochemical sector offers particularly exciting opportunities for growth.  The US $2 billion EQUATE petrochemical complex in the Shuaiba Industrial Area was created as a joint venture between Union Carbide Corporation (45 percent), the government-owned Petrochemicals Industries Company (45 percent) and Boubiyan (10 percent), a group of private Kuwait investors.  (Union Carbide has subsequently merged into Dow Chemical.)  The availability of intermediate petrochemical products such as ethylene, polyethylene, and ethylene glycol is expected to open opportunities for a range of chemical and plastic manufacturing industries in Kuwait.  

GOVERNMENT ROLE IN THE ECONOMY

Kuwait’s government has historically played a dominant role in the local economy.  The over-regulated system restricts competition in certain sectors of the economy and strictly controls access by foreign capital and expatriate labor.  Efforts to transform the system from a welfare state into a market economy will progress slowly as the Kuwaiti people cling to their government-provided entitlements.

In early 2001, Kuwait’s National Assembly passed a new Foreign Investment Law that grants 10-year tax holidays and other incentives to new foreign investors.  Among other things, the law provides for up to 100 percent foreign ownership in certain sectors.  However the implementing rules and regulations for the new law still have not been published.  The implementing rules and regulations will further define the areas where foreign ownership will be allowed.  Until the rules are published, the law remains ineffective.  The National Assembly passed legislation that would reduce maximum corporate tax rates for foreign firms from 55 percent to 25 percent.  However, it is still in the process of drafting implementation procedures.

As part of its ‘privatization’ drive, the Kuwait government has successfully divested its equity holdings in a number of Kuwait firms, including private companies and most of the nation’s banks.  Kuwait has implemented its divestiture program using public auctions through the Kuwait Stock Exchange, negotiated sales to strategic investors, or a combination of the two.  The government had purchased many of these shares following the collapse of the Souk Al-Manakh and to provide capital for local development.

The government’s efforts to guarantee employment for all Kuwaiti nationals comes at the cost of inefficiency and higher youth unemployment.  Ninety-three percent of the Kuwait workforce is employed by the government or government-owned companies.  While there has been a social benefit, “Kuwaitization” has resulted in overstaffed government ministries.  Private companies also have difficulty recruiting and retaining Kuwaitis for demanding jobs at competitive wages.  To ameliorate this problem, the National Assembly passed the National Employment Law in April 2000, which extends government-provided social and child allowances to citizens employed in the private sector; only government employees had received these benefits before.  The government hopes this new law will make private sector employment more attractive to Kuwaitis, particularly new graduates.  The bill also establishes unemployment assistance for Kuwaitis waiting to find a job in either the 
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government or private sector.  These payments are limited to a few months to encourage recipients to find employment.  These steps, of course, add significantly to the government’s social spending obligations.

KUWAIT GOVERNMENT BUDGET ALLOCATIONS

 (Billion US $)

1 U.S. $ = KD 3.05
2001/02
2002/03
2003/04

Income
12.56
11.55
11.49

     Oil (1)
10.70
9.74
9.57

     Non-Oil (2)
1.86
1.81
1.92

Expenditures
17.29
17.79
19.11

     Salaries
5.10
5.26
5.41

     Goods & Services
1.85
1.98
2.24

     Transport Equipment
0.11
0.12
.19

     Construction
1.91
2.20
2.37

     Misc. Expenditures & Transfer

     Payments
8.31
8.24
8.90

Fund for Future Generation (3)
1.26
1.15
1.15

(1) Oil revenue is based on US $15 per barrel for FY 2001/02, 02/03 and 03/04.  Kuwaiti crude averaged about US $24.30/bbl in 2002.

(2) Non-oil revenue is derived from corporate tax revenue (imposed only on foreign companies), customs duties, and various government fees.

(3) Each year, the government deposits 10 percent of government income into the Fund for Future Generation.

BALANCE OF PAYMENTS

Kuwait had a 2002 balance of trade surplus of US $6.5 billion and a current account surplus of US $4.2 billion.  Given current world oil prices, both surpluses are expected to remain healthy through 2003.

INFRASTRUCTURE

Kuwait’s size protects it from the distribution challenges faced by larger countries.  It has two modern ports--Shuwaikh and Shuaiba--which handle most of the country’s imported goods.  Both are equipped with facilities to manage most kinds of cargo. Shuwaikh is the regular port of entry for most consumer goods entering by container ship.  Shuaiba, located in Kuwait’s refining and manufacturing complex, receives some of the country’s industrial imports and is the export point for petrochemicals, sulfur, and petroleum coke.

ECONOMIC TRENDS AND OUTLOOK
Kuwait is working to regain its role as a transshipment point in the region following the significant drop in world trade with Iraq after the Gulf War.  In 1996, the government authorized the establishment of a free trade zone in Shuwaikh port, which was inaugurated in November 1996.  Over 90 percent of available space has been leased.  The Kuwaiti government has also reduced some port fees to encourage use of Kuwait as a transshipment point.

TRANSPORTATION

Kuwait’s road system is well developed, with modern multi-lane expressways linking all areas of the country.  There are no railways in the country.  Kuwait International Airport is located south of the city and is easily accessible by expressway.  It offers regular flights to destinations in the Middle East, Europe, and Asia and can provide service for the world’s largest aircraft.

UTILITIES

Kuwait has several major electric power generating plants which, by incorporating desalination operations, are also the source of the country’s potable water supply.  Kuwait strives to maintain a 90-day supply of water at all times.  Power plants can be fired by either natural gas or fuel oil.  Kuwait’s surging population and subsidized prices, however, have created rapidly rising demand for electricity and water.  Demand is particularly high during the summer months--when temperatures routinely reach above 130 degrees Fahrenheit--because of the need for extensive air conditioning.

INTERNET & E-COMMERCE
Kuwait currently has three licensed Internet Service Providers (ISP) and more than 10 sub-ISPs. Estimates of total Internet users in Kuwait range from 100,000 and up.  Internet access prices remain high as the Ministry of Communications retains control of both local telephone service and marine cable and satellite telecommunications in and out of Kuwait.

A growing number of Kuwaiti businesses are expressing interest in electronic commerce and mobile commerce (via cellular telephone and the wireless application protocol or WAP) for business-to-business and business-to-consumer applications.  Several local banks offer Internet banking services and even online brokerage services for the U.S. stock market.

The government has placed considerable emphasis on moving toward “e-government”, but the legal and technical infrastructure for this is developing slowly.  For example, an electronic signature law, based largely on the United Nations Commission on International Trade Law (UNCITRAL)’s model law on Electronic Commerce, continues to await legislative action.

ECONOMIC TRENDS AND OUTLOOK
REGIONAL ECONOMIC INTEGRATION

Kuwait is a member of the Gulf Cooperation Council (GCC).  At its December 2001 meeting, the GCC council announced that a GCC customs union would come into effect in January 2003 with tariff rates at 5.5 percent for exempted and basic commodities and 7.5 percent for other commodities.  In April 2003, the National Assembly adopted the unified tariff rate will be 5 percent.  GCC states are now working assiduously to harmonize tariff schedules and clearance procedures. 

CHAPTER 3

POLITICAL ENVIRONMENT

NATURE OF POLITICAL RELATIONSHIP WITH THE UNITED STATES

The relationship between the U.S. and Kuwait remains strong.  During the years since the liberation of Kuwait by the U.S.‑led coalition forces, a shift has occurred in the buying patterns of Kuwaitis, particularly in the government and defense sectors.  The perceived "goodwill advantage" that American companies enjoyed because of the role the U.S. played in liberating Kuwait has given way to the pressures of strong competition from market forces and accelerated marketing efforts of other coalition member countries.

American companies are successful in winning a significant share of defense‑related contracts, which are awarded largely on the basis of technical capabilities and price.  U.S. technology is highly respected in the Kuwaiti market, and efforts are presently underway to develop technical standards for industrial and consumer goods that mirror those of the United States.

MAJOR POLITICAL ISSUES AFFECTING THE BUSINESS CLIMATE

In terms of safety and security, there are no issues that interfere with normal business operations. U.S. firms should be aware however that Kuwait is considered a high threat country for terrorism. Kuwait has signed defense cooperation agreements with the United States, the U.K., France, Russia and China.

The government of Kuwait continues to pursue the ‘Kuwaitization’ of the labor force.  Although initial plans to reduce the number of expatriates in the country are now seen as unrealistic, public and political pressure will continue for all firms and government ministries to reduce their dependency on non‑Kuwaitis.  An increase in the number of Kuwaiti employees will increase the demand for training, consulting, and educational services, which non‑Kuwaitis as well as Kuwaitis will provide in the near future. The long‑term goal of such training will be to replace expatriates with Kuwaitis, particularly in managerial, financial, engineering, computer and other technical areas.  Kuwait will generally seek information technology to reduce the number of employees, especially expatriates.

The government of Kuwait encourages joint ventures between foreign and Kuwaiti organizations.  A sign of continued movement toward a more liberal economic system, Kuwait has adopted a new law regarding non-Kuwaitis trading in Kuwaiti joint stock companies listed on the Kuwait Stock Exchange.  The law authorizes foreign ownership of shares of some Kuwaiti publicity listed companies for the first time.  The government plans to revise, and in some cases repeal, other regulations that have a negative impact on foreign investment in Kuwait, especially in cases involving technology transfer.

POLITICAL ENVIRONMENT
BRIEF SYNOPSIS OF THE POLITICAL SYSTEM

Kuwait is a constitutional hereditary emirate, ruled by Amirs drawn from the Al-Sabah family, which has ruled Kuwait since 1756.  Succession as Amir is restricted by the 1962 constitution to descendants of the late Mubarak al-Sabah “the Great” (r. 1896-1915).  Kuwait's current head of state is His Highness Amir Sheikh Jaber Al‑Ahmad Al‑Jaber Al‑Sabah.  He exercises executive power through his appointed Prime Minister (traditionally, but not currently, the Crown Prince) and the Council of Ministers.  The current Prime Minister, HH Sheikh Sabah Al-Ahmed Al-Sabah, who has recently replaced Crown Prince Sheikh Saad in this position, has selected ministers from a broad range of Kuwaiti society, though members of the Al-Sabah family have traditionally filled many of the most important positions.  At present, the ministers of Foreign Affairs, Interior, Defense, Communications, and Energy are members of the ruling family. 
Working with the Council of Ministers, the Amir may formulate decrees, which are then subject to the approval of the National Assembly, when in session.  He may also establish public institutions.  He is able to ask for reconsideration of a bill passed by the National Assembly and sent to him for ratification, but the bill automatically becomes law if it is subsequently passed by a two‑thirds majority at the next sitting, or by a simple majority at a subsequent sitting. The Amir may declare martial law in an emergency, but only with the approval of the Assembly.  Kuwait is divided administratively into six governorates: Ahmadi, Farwaniya, Hawalli, Jahra, Mubarak Al-Kabir and the Capital (Kuwait City).  Each is headed by a governor who has ministerial rank and who is appointed on recommendation of the Minister of Interior.

Legislative power rests with the National Assembly.  This unicameral body has fifty members (2 each from 25 constituencies), each of whom serves a four‑year term, as well as all of the appointed members of the Council of Ministers (their number varies from one government to the next).  The Constitution requires that at least one elected National Assembly member serve as a minister.  Elections by secret ballot must be held at least once every four years.  Candidates nominate themselves and must be adult male, Kuwaiti citizens.  In May 1999, the Amir constitutionally dissolved a deadlocked Parliament and arranged to hold elections within the mandated 60-day period.  These elections were generally considered to be free and fair.  The last elections were held in 2003.  While allegations of vote buying persist, the election was generally considered to be free and fair.

The National Assembly has assumed an active role in Kuwait's political life, writing and enacting legislation, approving and disapproving the Amir’s legislative proposals, and taking a strong hand in formulating the national budget.  National Assembly members are free to criticize the government and often require Cabinet ministers to answer their questions in formal open sessions commonly known as grillings.  The Assembly may pass a vote of no confidence regarding a minister, in which case the 
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minister must resign.  Such a vote is not permissible in the case of the Prime Minister, but the National Assembly may approach the Amir on the matter, and the Amir will then either dismiss the Prime Minister or dissolve the National Assembly for new elections.  Parliamentary committees often scrutinize government actions.  In 1995, for example, one committee released an investigative report, later referred to the Public Prosecutor, alleging widespread irregularities and malfeasance in past Defense Ministry procurement activities.  In 2001, in response to calls from many Assembly members, the government reopened an investigation of irregularities in the Kuwait Petroleum Company and the Kuwait Oil Tanker Company that involved a former minister and Al-Sabah family member.

The judicial system includes Courts of the First Degree (Criminal Assize, Magistrates, Civil, Domestic and Commercial Courts), a Misdemeanors Court of Appeal, a High Court of Appeal (for civil cases) and a Court of Cassation (in limited cases).  Kuwait has a civil law system with Islamic law playing a significant role in personal matters.  According to the Kuwait constitution, Islamic law is one source, but not the only source, of Kuwaiti law.

POLITICAL PARTICIPATION

While political parties are banned, the government has for many years permitted the formation of a number of informal political groups that act much like parties.  These groups compete against each other openly in elections and in the Assembly.  Among the more significant groups are: the Democratic Forum, a liberal Arab nationalist group; the Islamic Constitutional Movement, a Sunni Muslim group drawing its inspiration from the Muslim Brotherhood; the Salafi movement and the ‘scientific’ Salafis, Islamic groups that advocate social reforms similar to Wahabbism; the Popular Action Bloc of tribal traditionalists; and a loose grouping of Shia.

Kuwait’s unique system of informal, weekly, family-based gatherings of men -- the ‘diwaniyas’ -- is explicitly protected by the constitution.  Virtually any topic (e.g., politics, business, society) may be freely discussed at these sessions.  Practically every adult male -- including the Amir, members of the government and National Assembly, and business leaders -- hosts or attends diwaniyas.  As a result, the diwaniyas play a role at least as important as the press and the Assembly in the development of political consensus and decision-making.  More formal professional groups, bar associations and scientific bodies operate and maintain international contacts under license from the government, but only one organization may exist on a given issue or interest (e.g., one engineer’s society, one human rights organization, one consumer’s group, etc.). 

POLITICAL ENVIRONMENT
The government has advocated extending the right to vote and hold public office to women, but the National Assembly and the courts have not yet followed through.  In 1999, the Assembly rejected an Amiri decree granting women’s rights; a similar proposal presented by Assembly members was defeated by two votes.  The courts have several times dismissed on technicalities cases in which women claimed the right to vote or to register to vote.  Women are not precluded from holding diwaniyas; however, such diwaniyas are uncommon and by tradition women are barred from the men’s diwaniyas.  

WORKERS' RIGHTS

Kuwaiti citizen workers, 93 percent of whom are government employees, have the right to join unions.  Kuwaiti law, however, prevents the establishment of more than one union per functional area or more than one general confederation.  Out of a total Kuwaiti and non‑Kuwaiti labor force of 1,232,776 in June 1998, union membership accounted for only 50,000, mostly Kuwaitis (although foreign workers may also join unions as nonvoting members), organized in 14 unions. All but two of the unions, the Bank Workers' Union and the Kuwait Airways Workers' Union, are affiliated with the Kuwait Trade Union Federation (KTUF).  The KTUF consists of nine civil service unions (35,000 members).  Though outweighed in membership numbers, the oil unions have equal representation (36 members) in the 72‑member KTUF Assembly.

Collective bargaining by the union with the public or private sector employer may be appealed to the Ministry of Social Affairs and Labor or ultimately to a labor arbitration board, including officials from the Ministry of Social Affairs and Labor, the Attorney General's Office and the High Court of Appeals.  Kuwaiti government workers are legally entitled to a minimum wage, but workers in the private sector are not.  All workers in Kuwait are entitled to medical care and compensation for work‑related injury or illness, including illness resulting from exposure to hazardous substances.  Public health care is currently provided free of charge to all citizens of Kuwait.  However, the National Assembly has passed legislation in April 2000, which imposes health insurance fees and requires employers to cover expatriate laborers. Workers in the private sector have the right to strike, limited by compulsory negotiation followed by arbitration if a settlement cannot be reached.

Kuwait's foreign or expatriate workers, most of whom work in the private sector, have the right to join unions, the right to receive a minimum wage in the public sector, the right to medical care and workmen's compensation in the event of a work‑related injury or illness, and the right to strike in the private sector.  Expatriates dominate the private sector in Kuwait, and postwar government efforts to reduce their numbers have failed.  The government of Kuwait requires expatriate workers applying for residency visas for their families to have a minimum monthly income of 400 KD.  A new draft labor law, currently being reviewed by the government, will benefit all workers, but especially expatriates.  The law establishes a private sector minimum 
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wage, limits the workweek for laborers, and deters visa trading.  Domestic servants are not covered by labor law in Kuwait.

CHAPTER 4

 MARKETING U.S. PRODUCTS AND SERVICES

FINDING A PARTNER

Foreign companies wishing to operate in Kuwait without setting up a Kuwaiti registered legal entity may only do so through a Kuwaiti agent.  The local agent must be duly appointed through an agency agreement registered with the Ministry of Commerce and Industry. Foreign companies are generally not allowed to participate directly in a Kuwaiti tender, with the exception of military tenders. Commercial Agencies Law No. 36 of 1964 and the Commercial Law No. 68 of 1980 regulate commercial agency agreements.

Commercial agents are responsible for promoting products/services for a principal; negotiating deals on the principal’s behalf; concluding such deals, and carrying them out.  Sole distributors have the same legal rights as commercial agents under the laws. Most agency and distribution agreements are legal without registration, but in certain circumstances registration is required such as for Central Tenders Committee (CTC) tenders, and for the Ministry of Planning (computer companies and consultants).  Registration with the Ministry of Commerce and Industry should occur within two months of attestation by any official authority at the principal’s location and the Embassy of Kuwait in Washington, D.C., or its consulate in New York.  Agency, sponsorship or distribution agreements between a Kuwaiti company and a foreign company must be translated into Arabic by an official government translator and then registered with the Department of Commercial Agencies and the Ministry of Commerce and Industry.  At a later stage, it may also be registered with the Kuwait Chamber of Commerce and Industry (optionally).  Registration of an agency agreement usually takes less than two weeks from the time the documents are available in Arabic.  

All contracts, both civil and military, with the Government of Kuwait valued at KD 100,000 (US $340,000) or more are subject to Kuwait’s Disclosure Law No. 25, of 1996, which requires contractors/agents to report and disclose to the Audit Bureau all payments they made/received and will make/receive when securing a contract.  

AGENCY LAWS
Local agency laws are not strictly enforced and it is not uncommon to find food products imported by other than the designated agent.

Agency agreements must include the following:

(1)
The geographic territory covered by the agency agreement;

(2)
The full range of products and services that the agent is representing; 
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(3)
The period of the agency agreement (recommend one year with renewal and escape clauses);

(4) 
The agent's fee, which is usually fixed, but may also include a small percentage of any contracts awarded;

(5)
The choice of applicable laws and arbitration/mediation forum, in the event of a dispute. (Note: The application of foreign laws cannot contradict the public policy of Kuwait);

(6)
The nature of the agent's work and responsibilities of the parties.  Duties of the principal and the agent should be listed specifically in the contract, and;

(7)
A termination clause. While there is no statutory minimum notice of termination, three months notice is customary. 

AGENT'S OBLIGATION

An agent is obliged to act for the benefit of his principal and to follow the principal’s instructions; to maintain confidentiality on behalf of the principal; and to keep the principal informed of market and legal conditions in Kuwait. The agent should not represent other foreign companies whose products or services compete with the principal's.

TERMINATION

In the event the principal terminates an agency agreement, it will most likely be necessary to compensate the agent for good faith efforts undertaken to promote, sell and service the principal's products and services.  Agency termination, whether disputed or not, can be a costly matter in Kuwait, unless the termination is for a cause. Kuwait’s Commercial Code contains a formula for compensation.

Due to the highly price competitive nature of Kuwait’s market, merchants consider middlemen or commission agents as an unnecessary third party.  Thus, Kuwait’s merchants prefer to deal directly with foreign manufacturers or their sole exporting agents.  By the same token, Kuwait firms normally refuse to be appointed as sub‑agents. 

Foreign consulting firms do not need local agents; however, they must register with the Consultants and Development Projects Department at the Ministry of Planning to be eligible for Kuwait government contracts.  It is also recommended that they work in association with local consultant offices. 

The National Assembly approved and passed Law No. 8/2001 appertaining to the Direct Foreign Capital Investment Law in March 2001 and became effective one 
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month later. The law provides possibility of investment by foreigners in excess of 49 percent (up to 100 percent) in Kuwaiti companies. By-laws showing regulations and procedures as well as permissible sectors will be issued from the Ministry of Commerce and Industry. This is expected after the new National Assembly elected in July 2003 convenes and starts its term in October 2003.   

JOINT VENTURES/LICENSING

Foreign investors are offered a number of incentives to participate in joint ventures with Kuwaiti firms, including partial relief from Kuwaiti corporate taxes and management control options.  Two or more persons, who are then jointly liable for the debts of the enterprise, may form a joint venture.  Because all government procurement must be conducted with Kuwaiti citizens or firms, joint ventures between foreign investors and Kuwaiti nationals are often the best vehicle to gain access to this market. 

It is usual for the terms and conditions to be set forth in a joint venture contract.  A joint venture in Kuwait is not considered a legal entity, and as such, official notice by publication in the Commercial Register is not required.  It is common for several foreign contractors involved in major projects to form a joint venture or consortium. 

STEPS TO ESTABLISHING A SHAREHOLDING COMPANY OFFICE

As indicated, foreign firms can have direct access to the Kuwaiti market only through a local agent/partner.  A local company cannot have a recognized representative personality and may not commence business until it is registered in the Commercial Register, Kuwait Al-Youm.  The registration must include the company's memorandum, articles, and a declaration by the founders.  This declaration must include a statement that the company founders have issued and paid for the subscribed shares and that the paid amount has been deposited in the company's account at a local bank.

Incorporation of a company takes from two to six months; upon incorporation a license is issued for display at the company.  The cost of incorporation is about US $10,000.  Renting an office, furnishing it and recruiting staff are the next logical steps.  Companies should budget a minimum of US $25,000 (exclusive of rent) when opening a Kuwait office.

FRANCHISING

Kuwaitis are very receptive to franchising.  High per capita income, significant spending power, tax-free earnings, and an upwardly mobile population are indicators of the future growth of this market.  Entertainment, automotive services, furniture, clothing, restaurants and commercial cleaning/maintenance are some of the sectors which offer significant opportunities in the Kuwait franchise market.  
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There is also high demand on quality education and training services.  To respond to this need, the Government opened the door to foreign universities and colleges to establish branches in Kuwait. As the government’s goal is to employ Kuwaiti nationals in the private sector and to replace third country national civil servants, the opportunity for training and skills development suppliers cannot be over emphasized. 
U.S. fast food franchises are highly sought after by local companies.  The U.S. Commercial Service expects the sector to continue to grow over the next few years despite the fact that most major fast food franchises are already established in the market. Franchises require the involvement of a Kuwaiti sponsor as a franchisee.

There is growing demand among processors/packers for bulk shipments of semi-processed food products for final processing and packaging in Kuwait, particularly for vegetable oils, fruit juices, dry pulses, nuts and snack foods.

PRICING A PRODUCT

The selling price of an American product in Kuwait includes the following elements in addition to the U.S. supplier's ex‑factory price: 

· U.S. inland transportation, 

· U.S. export packing & documentation, freight, insurance, 

· Kuwait customs duties (now a flat four percent on all imports except for food items which are customs-free),  

· Kuwait customs clearance and inland transportation (US $175/container generally), 

· Kuwait agent's commission (typically 5 to15 percent), 

· Kuwait agent's administrative overhead and provision for waste and damage, 

· Installation charges in Kuwait, if required.

A rule of thumb in Kuwait when pricing U.S. consumer products is to substitute the Kuwaiti Dinar for the U.S. dollar, in effect multiplying the U.S. FOB port of export price by 3.05.  In the case of pharmaceuticals, the Ministry of Public Health limits the overall mark-up from importer to consumer to 70 percent.  Industrial items, sourced from the U.S. by private Kuwait firms to fill Kuwait government tenders, must be priced to compete with products from Asia.

The average markup on imported food products is about 10 to15 percent.  Retail food prices are generally 25 to 30 percent above import prices.

SELLING FACTORS/TECHNIQUES

The key selling factors in Kuwait are price, quality, effective after‑sale service, payment facilitation, and attractive packaging (when applicable). Customer installment purchase plans and discounts for large volume purchases are also common promotional practices.  
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Selling techniques vary and include offering trade discounts, frequent sales, free service for equipment purchased during a limited period, reduced prices or give-aways, warranties, trade-ins, and special promotional sale events.  In 1999, Kuwait inaugurated a local shopping festival called Hala (Welcome) February.  Special offers and promotional campaigns are most common during Hala, with hotels and entertainment attractions offering special rates to attract shoppers from outside Kuwait.  The event was repeated in 2001 and 2002 with increasing success. It was suspended in 2003 due to Iraq's Liberation War. It should be noted, however, that any sale discounts require prior official approval of the Ministry of Commerce & Industry.

SALES SERVICE/CUSTOMER SUPPORT

U.S. firms that intend to operate in Kuwait should ensure that their sales contracts contain a follow‑up maintenance clause.  This clause helps to ensure that the quality and the service of the product remain up to American standards.

Consumer warranties are normally given for goods such as electrical appliances, vehicles, tires, watches, etc.  Warranties range from 90 days to four to five years, depending on the product.  U.S. firms should establish a factory service center for their products.  Independent service centers also repair and maintain most consumer products, but may substitute cheaper repair parts for OEM.

After‑sale service and customer support is especially crucial in the automotive and electrical home appliance sectors.  Automobile dealers offer a one‑year or 15,000‑mile guarantee after the sale.  They may also offer occasional discounted service fees.  Home appliance dealers offer guarantees or warranties against faults or failures.  They either fix or replace the appliance during the warranty period.  Agents or dealers of home appliances maintain service fleets that make house calls.

MARKETING AND ADVERTISING

Marketing in Kuwait can be a challenging business.  There are a number of competent advertising agencies in Kuwait serving U.S. and local companies.  The US Commercial Service can provide you with such list upon request.

Newspaper advertising in Kuwait is the most effective tool for communicating with the public, with newspapers securing about 40 percent of advertising market's share.  Street signs and vehicle panels run a close second to newspapers in popularity, accounting for 30 percent sale of the market. Advertising is also available on several FM radio stations, Arabic and English, and three television channels (Channel 1: Arabic news and programs; Channel 2: English news and programs; Channel 3: Arabic sports programs).  

MARKETING U.S. PRODUCTS AND SERVICES
Marketing through direct mail has become popular and is expected to grow as the postal service system continues to modernize. Direct marketing through personal contacts is also very effective. 

NEWSPAPERS IN KUWAIT

Arabic Newspapers


al‑'Anbaa


P.O. Box 23915  Safat


13100 Kuwait

Tel. (965) 483-0322

Fax: (965) 483-1217 

E-mail: marketing@alanbaa.com.kw 


al-Qabas



P.O. Box 21800 Safat


13078 Kuwait

Tel:  (965) 484-4578

Fax: (965) 483-4335

http://www.alqabas.com.kw 

E-mail:  gabas@alqabas.com.ku


al‑Ra'i al'Aam


P.O. Box 761 Safat


13008 Kuwait

Tel.: (965) 483-7367

Fax: (965) 483-4355

http.//www.alraialaam.com
E-mail: ajadvt@boodai.com

al‑Seyassah


P.O. Box 2270 Safat


13023 Kuwait

Tel.: (965) 481-3566

Fax: (965) 484-6905

E-mail: alsyasah@qualitynet.net 


al‑Watan


P.O. Box 1142 Safat


13012 Kuwait

Tel.: (965) 483-6680/484-0950

Fax: (965) 484-1026

http://www.alwatan.com.kw 

English Newspapers


Arab Times


P.O. Box 2270 Safat


13023 Kuwait

Tel.: (965) 481-3566/484-98144

Fax:  (965) 481-8267

E-mail:  arabtimes@qualitynet.net

Kuwait Times


P.O. Box 1301  Safat


13014 Kuwait

Tel.: (965) 483-5618

Fax: (965) 483-5620

E-mail:  info@kuwaittimes.net
Website:  www.kuwaittimes.net

SELLING TO THE GOVERNMENT

Tender Law No. 37 of 1964 regulates government tenders.  The Central Tenders Committee (CTC) acts on behalf of most government ministries and is under the 
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jurisdiction of the Council of Ministers.  The Ministries of Housing, Defense, and Interior (including the security forces) can issue their own tenders independently of the CTC.  All contracts with the government valued at KD 100,000 (US $340,000) or more are subject to Kuwait Law No. 25 of 1996, which requires contractors/agents to report all payments made, received or that they will make or receive when securing a contract.

The CTC handles tenders sought by government ministries and public companies in the oil sector that are valued at more than US $16,500 (KD 5,000).  Tenders are usually awarded on the basis of the lowest price once technical compliance with the tender's specifications has been established.  It is worth mentioning that if a bidder wins a tender but then refuses to sign the contract, the Ministry concerned has the right to confiscate the bid bond as well as the performance bond.
NEED FOR A LOCAL ATTORNEY

Disputes arising out of business transactions fall in two broad categories.  The first category concerns payment collection issues: 1.) Either an American firm sends goods or commodities to a local firm that refuses to pay the full amount (claiming the goods do not comply with the terms and conditions of the Letter of Credit); or 2.) An American firm completes its assigned job or contract but it experiences difficulties receiving payments.  

The second type of dispute usually arises from agency agreement terminations. To help resolve disputes, the U.S. Commercial Service Kuwait may intervene and attempt to resolve the situation. However, the Embassy cannot dictate or impose solutions or terms of resolution. If a mutual solution is not possible, the American firm may need to resort to the local courts. To gain access to Kuwait’s judicial system, U.S. firms must hire a local attorney.  The following is a partial list of qualified attorneys based in Kuwait. The list is arranged alphabetically.  Inclusion on this list does not constitute an endorsement by the American Embassy.

Local Attorneys

Abdul Aziz D. Al-Dekheel Law Office


(Legal Consultants)


P.O. Box 5120 Safat


13052 Kuwait

Tel: (965) 241-4102/3

Fax: (965) 241-4105

dadco@ncc.moc.kw
Contact: Mr. Abdul Aziz D. Al-Dekheel

Title:  Attorney-at-Law

Abdulla S. Al‑Rkayan & Associates


P.O. Box 5277 Safat


13053 Kuwait

Tel:  (965) 242‑1281

Fax:  (965) 242‑0582

Contact:  Mr. Abdulla  Al‑Rkayan 

Title:   Attorney-at- Law
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Ahmad G. Al-Otaibi & Partners


P.O. Box 5750 Safat


13058 Kuwait

Tel:  (965) 242‑5163

Fax:  (965) 240-1251

E-Mail: alotaibi_partners@yahoo.com
Contact: Mr. Ernest Alexander

Title: Attorney-at-Law


Anwar Al‑Bisher Law Firm


P.O. Box 26292 Safat


13123 Kuwait


Tel:  (965) 243‑1122

Fax:  (965) 240‑2501

E-mail: aabisher@qualitynet.net
Contact: Ms. Mary Ann Sharp

Title:  Attorney-at-Law

Al-Khebra Legal Consultants & Lawyers


P.O. Box 44747 Hawalli


32032 Kuwait


Tel: (965) 244-4885

Fax: (965) 242-2203

E-mail: dallal@alkhebra.com
Contact: Mr. Mohammad H. Al-Dallal

Title: Partner

Al‑Waqyan - Al-Awadhi - Al-Saif Law Firm

(In Association with Dixon & Dixon)


P.O. Box 22833 Safat


13089 Kuwait

Tel:  (965) 240-7040

Fax:  (965) 240‑7030

E-mail: nenlawkt@qualitynet.net
Contact:  Mr. Mamoun Hariri

Title: Attorney-at-Law

M.M. Al-Ghazali & Partners (Squire Sanders)


P.O. Box 26161 Safat


131122 Kuwait


Tel:  (965) 802234

Fax:  (965) 242‑2895

E-mail: magp@qualitynet.net
Contact:  Mr. Mishari Al-Ghazali

Title:  Attorney-at-Law & Partner


Libra Law Firm


P.O. Box 22379 Safat


13084 Kuwait


Tel: (965) 246-6446

Fax: (965) 246-6447

E-mail: libra@ncc.moc.kw
Contact: Mr. Ammar Milhem

Title: Attorney-at-Law & Partner

Mashora Advocate and Legal Consultants (In Association with Bryan Cave, LLP)


PO Box 5902 Safat


Kuwait 13060

Tel: (965) 240-4470

Fax: (965) 242-4047

Email:  dpfeiffer@BryanCave.com
Contact:  Mr. David Pfeiffer

Title: Attorney-at-Law & Partner
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Salman Duaij Al‑Sabah Law Office


P.O. Box 5117 Safat


13052 Kuwait


Tel:  (965) 240‑0261

Fax:  (965) 240‑0260

E-mail: Ktlaw@qualitynet.net
Contact: Hania Farah

Title: Attorney-at-Law 

Al-Sarraf & Al‑Ruwayeh (in association with Stephenson Harwood)


P.O. Box 1448 Safat


13015 Kuwait

Tel:  (965) 240‑0061

Fax:  (965) 240‑0064

E-Mail: shabbas@asarlegal.com
Contact:  Mr. Issam "Sam"  Habbas

Title: Attorney-at-Law 

Yousef Essa Al‑Matar Law Office


P.O. Box 23198 Safat


13092 Kuwait

Tel:  (965) 241‑2283

Fax:  (965) 242‑7420

Contact:  Mr. Yousef Essa Al‑Matar

Title: Attorney-at-Law 
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BEST PROSPECTS FOR NON‑AGRICULTURAL GOODS AND SERVICES

(U.S. $ Millions, unless otherwise noted. All estimates are unofficial.)

Estimated U.S. Market Share
 (US $ Millions)

Best Prospect Sector (In Ranked Order)
2001

Actual
2002

Actual
2003

Est.
% Growth Est.

POL
Pollution Control Equipment
24
32
50
33

OGS
Oil & Gas Exploration & Production Services
575
600
660
10

EDU
Training Service
10.5
11
12.5
10

IT
Information Technology
110
121
133
10

MED
Medical Equipment
79.8
83.8
88
5

ACR
Air Conditioning & Refrigeration Equipment
162.7
168.2
174.9
4

POLLUTION CONTROL EQUIPMENT (POL)

Main public Kuwaiti corporations are aware of the significance of environmental and pollution issues. As a result, the three major oil and petrochemical companies allocated substantial funds to carry out environmental projects to reduce environmental hazards. Ministries of Electricity and Water and Public Works carry out projects that are environmental-friendly. All developmental and construction projects cannot be approved in their final forms without the approval of the Public Authority of Environment. The following three major projects contain environmental studies and surveys: the development of Boubyan Island, the development of Failaka Island, and the construction of the Subbiya Bridge which will link Subbiya (marshland) with the main land. The Government will offer these projects to the private sector. The Ministry of Health will shortly build an incineration unit to dispose of hazardous medical waste through the autoclave technology. In brief, this sector is expecting major growth potential. The high demand is on environmental consultants. American products are well-received in the market but there is strong Canadian and European competition to American equipment and services. 

U.S. $ Millions *
2001

(Actual)
2002

(Actual)
2003

(Estimated)

Total Market Size
24
32
50

Total Local Production
00
6
6

Total Exports 
00
00
00

Total Imports
24
26
44

Total Imports from U.S.
7
12
20
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* Figures above do not include annual costs for municipal waste collection in the amount of U.S. $150 million paid by Kuwait Municipality These services are conducted by local companies.

Source: Trade Sources

OIL & GAS SUPPLIES, EQUIPMENT, AND SERVICES (OGS)

Kuwait is a major oil producer and has about 10 percent of the world’s oil reserves. It is an influential OPEC member.  It currently produces about 2 million barrels of crude oil per day. The Government has undertaken an ambitious plan to increase production to 3.5 million barrel per day by 2010, which will require the development of the “Northern Oil Fields” through foreign participation.  Lately, the Supreme Petroleum Council decided to speed up negotiations with the International Oil Companies (IOC's) which have been pursuing the project since 1993.

Best prospects in the oil sector include: consulting services, engineering, procurement and contracting (EPC) services for various major projects, refining technologies, environmental consultants, and control and instrumentation systems. Very shortly, offshore drilling will be on demand.  A new oil export facility (US $800 million), a new refinery, a new gathering center, and an aromatics plant will be carried out within a short period of time. 

American supplies, equipment, services and technology are well received by the Kuwait oil sector, which employs a large number of U.S.-educated Kuwaiti engineers. The oil sector's contracts are highly competitive but American companies take the lead in major projects and in various supplies and equipment.

U.S. $ Million
2001 (Actual)
2002 (Actual)
2003 (Estimate)

Total Market Size
  575
 600 
660

Total Local Production
  000
  000
000

Total Exports
  000
  000
000

Total Imports
  575
  600
660

Imports from U.S.A.
  230
  240
264


*Figures above reflect allocations for projects that may sometimes take up to three years to finish.

**Figures also include imports and services from U.S. companies overseas.

TRAINING SERVICES (EDU)

The Government of Kuwait (GOK) is the main employer of Kuwaitis. Ninety-three percent of Kuwait's labor force works with the government as civil servants. Civil servants come from various educational backgrounds but most of them lack professional training. Therefore, various ministries and the Civil Service Commission 
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hold various training courses and programs to upgrade their employees' performance capabilities or skills. A large number of private institutes offer training courses of various types, with special emphasis on computer skills, foreign languages, communications skills, and information technologies.

The Kuwait Chamber of Commerce and Industry (KCCI) has a training center that provides various types of training programs (one to two weeks long) for the private sector workers. The Oil Sector's Training Center also regularly seeks reputable training institutes to work with and to have specialists lecture on all various aspects of the oil industry. The Ministry of Defense contracts with a foreign language institute to provide teachers of English for its personnel.

The following figures show the expenditures for training in both the public and private sectors:

U.S. $ Millions
2001 (Actual)
2002 (Actual)
2003 

(Estimated)

Total Market Size
10.5
11
12.5

Public Sector
6
7.5
7.5

Private Sector
4.5
3.5
5

U.S. Market Share
2.5
3
4

Sources: Civil Service Commission, Kuwait University, Public Authority for Applied Education & Training, Oil Sector, New Horizon, InfoCenter, and private institutes.

INFORMATION TECHNOLOGY (IT)

Kuwait, with a population of 2.4 million, is the third largest information technologies (IT) market in the Gulf Region, after Saudi Arabia and the UAE.   The total market for IT hardware and software in Kuwait was estimated at US $120 million for 2002, with software programs representing 40 percent of sales.  There are 100,000 Internet subscribers in Kuwait.  However, this relatively low figure is deceptive, as multiple users for these subscriber accounts boost the overall Internet usage to over 250,000 individuals.  The number of subscribers and users is projected to increase at a rate of 8 to12 percent per year.

Because of the relatively high penetration rates of IT and Internet services in Kuwait, e-commerce has not made significant inroads, and traditional patterns of retailing, wholesaling and government services persist. However, major private and public e-commerce initiatives currently being implemented in Kuwait could lead to revolutionary changes in the way Kuwaitis do business and receive government services.  Reflecting this change, e-commerce transactions are expected to exceed US $15 million by 2003.  The Kuwait market for e-commerce-related hardware, software and services for 2002 was estimated at US $17 million, and is expected to grow at 20 percent per year.  This anticipated growth should lead to exceptional 
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opportunities in Kuwait for American suppliers of virtually all types of IT hardware/software and e-commerce services, especially those related to: Internet 

Service Provider (ISP) Services; Transaction Security Systems/Services; Networking & Communications Systems/Services; Outsourcing; and B2C/B2B/G2C Services.  

To improve Internet and telecommunication infrastructure, the Ministry of Communications will build a fiber optic network, which will cost about US $170 million. 

Market acceptance of American IT and e-commerce products and services in Kuwait is very strong. Kuwaitis are very well-informed IT consumers and view American products as superior technology.  However, European and Asian IT competitors are also active, making Kuwait a very competitive and price sensitive market.
US $ Millions
2001 (Actual)
2002 (Actual)
2003 (Estimated)

Total Market Size
110
121
133

Total Local Production
000
000
000

Total Exports
000
000
000

Total Imports
110
121
133

Total Imports from U.S.
25
  36.3 *
000

* Due to the constant construction of new residential units and the huge commercial complexes, Post anticipates a significant growth in American exports for this sector.

Sources: Trade Sources

MEDICAL EQUIPMENT (MED)

The Ministry of Health recently (MOH) issued 14 licenses for the construction of new private hospitals, leading to a significant increase in demand for medical supplies and equipment. In addition, a national plan to upgrade medical equipment in local health facilities is expected to be implemented in the near future. Following are some main projects outlined in the MOH plan:

· Construction of a new facility for imaging and laboratories.

· Supply of sterilization equipment as reflect of spreading some diseases such as SARS.

· Purchase of new imaging equipment for cancer treatment.

· Expansion of emergency care units in four existing hospitals.

· Increase the number of medical centers throughout Kuwait.

The budget for medical equipment for this year is US $40.5 million.  Budget estimates for the procurement of medical equipment in the next fiscal year total US $45 million. 
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US $ Millions
2001

(Actual)
2002 (Actual)
2003 (Estimated)

Total Market Size
79.8
83.8
88

Total Local Production
00
00
00

Total Exports
00.0
00.0
00.0

Total Imports
79.8
83.8
88

Total Imports from U.S.
23.9
25.1
26.4

Sources: Ministry of Health and Trade Sources

AIR CONDITIONING AND REFRIGERATION EQUIPMENT (ACR) 

Extremely high temperatures, excessive seasonal humidity, and frequent summer dust storms make life in Kuwait almost impossible without air conditioning and refrigeration equipment and services.  Construction activity, both in the residential and commercial sectors, is booming. Huge and numerous commercial complexes, high rise buildings and thousands of housing units are being built everywhere in the country. Plans are still being considered to build new cities, both in the north and in the south. This activity will ensure a high demand for quality, environmentally safe air conditioning and cooling systems that conserve energy during periods of peak demand. Refrigeration is also on high demand to preserve imports of meat, foodstuff, and fruit for long periods before distribution. American products perform well and have a high reputation in this market.

U.S. $ Millions
2001 (Actual)
2002 (Actual)
2003 (Estimated)

Total Market Size
162.7
168.2
185

Total Local Production
5.4
6.2
6.8

Total Exports
00.0
00.0
00.0

Total Imports 
157.3
162.0
178.2

Imports from U.S.
21.0
25.0
27.5

BEST PROSPECTS FOR AGRICULTURAL GOODS AND SERVICES

In Kuwait high-value U.S. food products with strong market potential include: processed fruits and vegetables, snack foods, fresh carrots and lettuce, frozen beef and chicken parts; cheeses, almonds, fresh apples and pears, breakfast cereals, fruit and vegetable juices; preserved meat products; and miscellaneous food products, particularly hot sauces, salad dressings, catsup, mayonnaise, vinegar, iodized salt, ice cream, frozen dough mixes, Tex-Mex foods and coffee creams.  Growth in the local food processing industry is driving demand for semi-processed products such as vegetable oils, including corn, soybean and sunflower-seed oils, beverage bases, dried pulses and a variety of food ingredients, particularly for the snack food and 
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bakery industries. Finally, demand for U.S. forestry products, particularly hardwood, as well as U.S. planting seeds, is on the increase.

Corn Oil (FOD)

Corn oil is the preferred cooking oil in Kuwait and other Gulf countries.  Since 1992, KFMBC, a local firm, has imported U.S. corn oil in bulk and repacked for retail.  Consumption of corn oil, and consequently imports from the U.S., is increasing steadily as the locally packed oil is competitively priced.  Singapore, the United Arab Emirates, Saudi Arabia and Oman, frequently using repackaged U.S. corn oil, are other principal suppliers of corn oil to the Kuwaiti market.  U.S. and allied forces present in Kuwait and Iraq, aid and other commercial shipments to Iraq should generate increasing demand from all sources, including the U.S., in 2003.

Thousand Metric Tons
2001
2002
2003

Total Consumption
23
24
26

Total Local Production
0
0
0

Total Exports
2
2
3

Total Imports
25
26
29

Total Imports from U.S.
11
14
16

Source: ATO-Dubai estimates

Poultry Meat (FOD)

U.S. poultry meat, particularly chicken parts, and to a lesser degree whole chicken and turkey, are well known for their high quality.  This past year witnessed a large influx of branded chicken parts at very competitive prices.  Brazil, France, Saudi Arabia and Denmark dominate the market for frozen whole chickens.  Brazil and the U.S. dominate the market for chicken parts.  Whole chickens represent 90 percent of total chicken meat imports.  The preferred size for whole chicken ranges from 1.9 - 2.6 pounds per bird.  Chicken parts are imported in two-pound trays.  U.S. and allied forces present in Kuwait and Iraq, aid and other commercial shipments to Iraq should generate increasing demand from all sources, including the U.S., in 2003. 

Thousand Metric Tons
2001
2002
2003

Total Consumption
87
88
90

Total Local Production
28
28
28

Total Exports
1
1
2

Total Imports
59
60
64

Total Imports from U.S.
3
4
6

Source: ATO-Dubai estimates
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Beef (FOD)

U.S. beef, particularly frozen beef, and to a lesser degree chilled beef, is well known for its high quality, and is sought after by the high-end hotels and restaurants.  Rapid expansion of the American fast food/quick service restaurants in Kuwait has resulted in a marked increase in import of U.S. beef.  India and Australia are the principal suppliers of frozen beef in the market, while imports from Europe, specifically from Ireland, France and the Netherlands have been curtailed due to the BSE problem in that region.  U.S. and allied forces present in Kuwait and Iraq, aid and other commercial shipments to Iraq, should generate increasing demand from all sources, including the U.S., in 2003.

Thousand Metric Tons
2001
2002
2003

Total Consumption
13
14
16

Total Local Production
1
1
1

Total Exports
0
0
1

Total Imports
12
13
16

Total Imports from U.S.
1.2
1.4
2.0

Source: ATO-Dubai estimates

CHAPTER 6

TRADE REGULATIONS, CUSTOMS AND STANDARDS

IMPORT DUTY

On April 1, 2003, the National Assembly approved adoption of the GCC Unified Customs Law (UCL).  The UCL imposes a five percent ad valorem duty on all food products imported from non-GCC countries.  The law will be implemented effective with publication in the Kuwait government’s Official Gazette, expected to occur before year’s end. Until then no customs duty is imposed on food or beverage products. Tobacco products are assessed a 100 percent customs duty.

All other imports are subject to a five percent general tariff.  This flat rate is applied to the cost, insurance, and freight (c.i.f.) value of imported goods.  In cases where imports compete with goods that are locally manufactured by "infant industries," the Ministry of Commerce and Industry may impose protective tariffs of up to 15 percent.  In such cases, tariff reviews and determinations are conducted on a case‑by‑case basis.  Effective July 1, 1997, the Council of Ministers increased the customs duty on cigarettes and tobacco from 70 percent to 100. An Amiri Decree (2/2002) was issued recently to set taxes on all imported cigarettes and tobacco products by 100 percent, or to impose US $26 customs on every 1000 cigarettes. A Ministerial order was issued on June 11, 2002 and directed to the Director General of customs to implement this law. Gulf Cooperation Council (GCC) countries are pondering another increase of cigarette and tobacco tariff.   

For perishable imports arriving via air, land, or sea, customs clearance is prompt, taking about three hours.  To complete clearance, the importer presents the import license and quality test certificate.  Recurring perishable imports can be cleared and taken to the importer's premises after evidence that a sample has been submitted to the Municipality for quality testing. The testing period may take as long as three weeks.  Efforts are underway to authorize private testing facilities at the Kuwait Institute for Scientific Research (KISR) to alleviate this problem. The Government is aware of this chronic and irritating problem but nothing has been done to resolve it.  

American exporters of perishable goods are advised to appoint their own quality surveyors in Kuwait to protect their rights.  Local importers have their own connections with the local officials and may obtain certificates in their favor, e.g., stating that competitors’ imports are wasted, damaged, or not fit for human consumption.

It should also be noted that incoming shipments (sea freight) to Kuwait currently require a long time to unload because of the long waiting period at ports. Priority is given to ships carrying shipments to Iraq and to the Coalition forces. Assessment of duty on imported goods is usually based on the commercial invoice.  However, if customs officials believe the declared value is not realistic, they are authorized to make their own assessment.

TRADE REGULATIONS, CUSTOMS AND STANDARDS

Late in 2001, all docking fees were cancelled at Kuwait ports so as to attract foreign investments.

NEW INCOME TAX GUIDELINES

The Department of Income Tax recently issued certain intradepartmental circulars setting out guidelines for determining the taxability of income, deductibility of costs, recognition of revenue, as well as procedures to be adopted to increase tax assessments. The new guidelines are effective for fiscal years beginning on or after January 1, 2002.  For details regarding these guidelines, please contact a local tax professional. 

EXPORT CONTROLS

There are few restrictions on exports from Kuwait, though government-subsidized commodities are not authorized for export. Only a few items require export licenses and no duties are levied on exported goods. Foreign contractors, however, must have a letter of clearance from the Director of Income Taxes at the Ministry of Finance in order to export equipment from Kuwait for use on a project outside of Kuwait.

Import/Export Documentation

 Imports to Kuwait require three certified and legalized copies of the commercial invoice, three copies of the Bill of Lading (airway bill), and a Certificate of Origin.

Import Licenses 

All imported meats - beef and poultry products, require a health certificate issued by the country of export and a Halal slaughter certificate issued by an approved Islamic center in that country. Exporters should contact the U.S. Department of Agriculture, Animal and Plant Health Inspection Service (APHIS) for further information.

Certificate of Origin:

· Must be certified by a U.S. Chamber of Commerce - affiliated Chamber of Commerce or the National U.S.‑Arab Chamber of Commerce.  Legalization is performed by the Kuwait Consulate in New York City or by the Kuwait Embassy in Washington, D.C.

· Contain the full name of the manufacturing plant or producer as well as the full name of the freight forwarder.

· Show the means of transportation.

· Indicate country of origin.

Invoices and documents should be sent to the importer before the arrival of goods in Kuwait as goods cannot be cleared through customs without these documents.  Shipments of live animals, animal products, plants, or plant products require sanitary and health certification and inspections from the country of origin. 

TRADE REGULATIONS, CUSTOMS AND STANDARDS

Private Kuwaiti companies usually make payment by Letters of Credit through a Kuwaiti bank.  Government agencies except the Ministry of Defense, pay letters of credit directly through the Central Bank of Kuwait.

In brief, export documentation should include:

· detailed description of the goods;

· unit as well as total prices;

· net and gross weight (metric);

· type of packing;

· full name and address of the manufacturers and the exporters;

· trademarks and numbers of the goods as shown in the manifest;

· means of transportation, the shipper's port and country of origin; and,

· certification of the invoices by the authorized organizations.

TEMPORARY ENTRY

Products imported into Kuwait that do not comply with established standards and regulations may be allowed a three‑month temporary entry against storage fees.  If the exporter fails to correct the fault, the goods will either be re‑exported at the exporter’s expense, or will be auctioned.  

Goods coming into Kuwait for transshipment may be allowed temporary entry.  In addition, goods being imported for trade shows or exhibitions can be entered via a temporary import bond.  However, temporary import bonds can be very expensive to secure and many exhibitors have found it less costly to simply pay the five percent tariff, even for goods that will be re-exported.

LABELING, MARKING REQUIREMENTS

All goods imported into Kuwait must be clearly marked with the country of origin. 

Food labels must include product and brand names, production and expiry dates, country of origin, name and address of the manufacturer, net weight in metric units, and a list of ingredients in descending order of importance.  All fats and oils used as ingredients must be specifically identified on the label.  Labels must be in Arabic/English or Arabic only.  Arabic stickers are accepted.    

SHELF-LIFE STANDARDS 

Kuwait enforces a shelf-life standard for 44 food products.  The manufacturer's established shelf life is accepted for other food products.  The manufacturer must print production and expiry dates on the original label or container. Dates cannot be added after the fact via a sticker.  Products must arrive at destination with at least half the shelf-life duration remaining. The U.S. supplier should work closely with the importer to ensure compliance with local shelf-life requirements.

TRADE REGULATIONS, CUSTOMS AND STANDARDS

Food and pharmaceutical products should also bear the following labeling information:

· Batch or lot number

· Manufacturing date

· Expiry date or validity

· Description of contents

· Storage conditions

· Name of the pharmacopoeia (for a pharmacopoeia product)

PROHIBITED IMPORTS

Kuwait prohibits the importation of pork, pork products, alcoholic beverages, products containing alcoholic beverages, gambling machines and materials that could be considered pornographic.  Kuwait also prohibits imports from Israel and imports of Israeli-made products.

STANDARDS

The Department of Standards and Meteorology at the Public Authority for Industry has developed some 300 Kuwaiti standards that are currently in force. These have been based on a combination of American, British, German and other national standards modified to suit Kuwait.

In addition, Kuwait has adopted a number of import regulations that conform to Gulf Cooperation Council (GCC) standards. Most importantly: 

(1)
Instruction manuals for imported durable goods must be translated into Arabic; and, 

(2)
Consumer durable goods including, but not restricted to, large appliances must be able to operate without a transformer on Kuwait's 240 volt, 50 hertz power transmission system. 

INTERNATIONAL CONFORMITY CERTIFICATION PROGRAM (ICCP)

In April 2003, the Government of Kuwait adopted an import standards program similar to the International Conformity Certificate Program (ICCP) in effect in Saudi Arabia since 1995. The certification program applies to nearly 40 categories of regulated products, including a wide range of common use goods, such as electronic, automotive, and chemical imports. Similar to Saudi Arabia, Kuwait selected Intertek Testing Services (ITS) to administer the ICCP globally on its behalf. ITS operates laboratories in nearly 50 countries around the world, including many labs in the United States.  Exporters are not required to use ITS labs, as long as their products achieve certification from an acceptable certifying body. 

TRADE REGULATIONS, CUSTOMS AND STANDARDS

Kuwait's ICCP has raised concerns from the US Trade Representative's office, which considers the program as an unfair and unnecessary barrier to trade. For more information on Kuwait's ICCP, contact the Public Authority for Industry (PAI) at Tel: (965) 431-8240, Fax: (965) 431-8721, e-mail: industry@pai.gov.kw, and Web Site: http://www.pai.gov.kw 
FREE TRADE ZONES (FTZ) / WAREHOUSES

In July 1995, the National Assembly passed a law (Law No. 26 of 1995) authorizing the Ministry of Commerce and Industry to establish free trade zones in Kuwait.  In June 1996 the Ministry received proposals from Kuwaiti private firms to operate, manage and market Kuwait’s Free Zone at Shuwaikh port.  The contract was awarded to the National Real Estate Company (NREC) in the fall of 1996.  On May 17, 1998, the Cabinet approved awarding and signing the agreement which gives the government 80 percent of the profits if NREC utilizes the Port Authority’s facilities and only 10 percent if it does not. The Kuwait Free Trade Zone at Shuwaikh Port opened in 1999 and covers 1.7 million square meters.  The FTZ is divided into three main sections: trade, services and industry and includes warehouses, exhibition grounds, banks, cargo companies and insurance companies.  A trade center will also be built inside the FTZ to house exhibit and display facilities.

Warehouses are available in Kuwait not only in Shuwaikh but also at Shuaiba and in large refrigerated warehouses in other locations.  Several leading importers also have their own warehousing facilities.

For information about various Kuwaiti laws pertinent to customs, tariffs, import regulations, and export requirements to Kuwait, you may visit the Kuwait Chamber of Commerce and Industry's Web Site: www.kcci.org/kw
GOVERNMENT PROCUREMENT & OFFSET POLICIES

Kuwait government procurement policies specify local products, when available, and prescribe 10 percent price advantage for local firms in government tenders.

OFFSET PROGRAM

The Counter-Trade Offset Program was established in 1992 to compensate for supply contracts to the Kuwaiti government worth KD 1 million (US $3.05 million) or more.  Contractors must invest 35 percent of the government contract in an approved offset business venture with a Kuwaiti partner in Kuwait or the rest of the Arab world.  The program is intended to provide new investment opportunities in Kuwait; aid the transfer of technology to the private sector; create training 
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opportunities for Kuwaitis; help market local products outside of the country; and provide foreign aid.  Non-performance penalties equivalent to six percent of the value of the contract can be levied.  Further details are available from the Commercial Service at the U.S. Embassy Kuwait or the Ministry of Finance's Counter-Trade Offset Program www.mof.gov.kw/offset.
BOYCOTT OF ISRAEL

In June 1993, Kuwait announced that it would no longer apply the secondary boycott to firms that do business with Israel and the tertiary boycott to firms that do business with firms subject to the secondary boycott.  However, Kuwait continues to apply the primary boycott to goods and services produced in Israel itself.  Kuwait has also taken steps to revise its commercial documentation to eliminate all direct references to the boycott of Israel.  U.S. firms may still occasionally receive requests for boycott‑related information from private Kuwait firms or uninformed Kuwaiti public officials. In such cases, U.S. firms should advise the Embassy of the request, report the request to the U.S. Department of Commerce, Office of Anti-Boycott compliance at (202) 482-2381 or visit their website at www.bis.doc.gov/antiboycottcompliance and take care to comply with all requirements of the U.S. anti‑boycott laws.  Kuwait has received several one‑year waivers of "Brown Amendment" requirements through 1998.  The "Brown Amendment" prohibits defense sales to those countries that have not eliminated all vestiges of the enforcement of the secondary and tertiary boycott of Israel.

CHAPTER 7

INVESTMENT CLIMATE STATEMENT

OPENNESS TO FOREIGN INVESTMENT

Kuwait has not yet approved the implementing regulations for its new Direct Foreign Capital Investment Law (Law. No. 8/2001), which was passed by the National Assembly on March 11, 2001.  Once the implementing regulations are approved, the legislation will authorize foreign-majority ownership and authorize 100 percent foreign ownership in certain (as yet unidentified) industries.  The Direct Foreign Capital Investment Law will create new entities to promote foreign investment in Kuwait; authorize tax holidays of up to ten years for new foreign investors; facilitate the entry of expatriate labor; authorize land grants and duty-free import of equipment; provide guarantees against expropriation without compensation and the right to repatriate profits; and protect the confidentiality of proprietary information in investment applications, with penalties for government officials who reveal such data to unauthorized persons.  New investors will be grandfathered against any future changes to the law.  Full benefit of these incentives, however, will be linked to the percentage of Kuwaiti labor employed by the new venture.  The investor will also be obliged to preserve the safety of the environment, uphold public order and morals, and comply with instructions regarding security and public health.

Foreign firms still may not invest in the upstream petroleum sector, although they are permitted to invest in petrochemical joint ventures.  Foreigners are limited to 49 percent ownership of banks.  Insurance is open to foreign investment, while real estate investment is restricted to GCC-nationals.
Kuwait's economy has been dominated by the state and the nationalized oil industry since the early 1970s despite efforts by the government to divest.  The government acquired major holdings in private Kuwaiti firms -- particularly banks and insurance companies -- following stock market crashes in 1979 and 1982.  After liberation from Iraq, the government passed a debt settlement law and purchased outstanding debts emanating from the stock market crashes and the Gulf War.  Between 1995 and 1998, the government successfully divested over 50 percent of its equity holdings in private firms by selling off its full holdings in 28 firms and portions of holdings in 17 other firms, earning some US $3.2 billion.  The program was suspended in 1998 because of weakness of the Kuwait Stock Exchange, but resumed in May 2001 when the Kuwait Investment Authority sold 113 million shares (about 24 percent) of the Mobile Telecommunications Company (MTC).  The volume was covered six times.  The sale fulfilled the government's intention to reduce its equity in MTC from 49 percent to 25 percent.

The Kuwait Stock Exchange (KSE) is the second largest bourse in the Arab world after Saudi Arabia's NCFEI.  The KSE lists 93 Kuwaiti companies and 10 companies from other Gulf States.  It reopened in 1992 following the Gulf War and has a market capitalization of US $32 billion (as of December 2002).  The index grew 40 percent between 1994-1997 as the government divested itself of private holdings.  The National Assembly ratified the "Indirect Foreign Investment Law" in August 2000, allowing foreigners to own 100 percent of all listed shareholding 
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companies, except banks.  Foreign investors require Central Bank approval to own more than five percent of a Kuwaiti bank. 

On July 9, 2001, the Kuwaiti government announced an ambitious five-year privatization program, which closely resembles past initiatives.  The plan outlines a wide range of activities, but with little detail.  The first year calls for privatizing some gas station outlets and part or all of Kuwait Airways, which operated at a loss in 2000.  Year two initiates privatization of post office, telegraph, and telecommunication services.  Years three and four will complete the telecommunication privatization and initiate the privatization of the Ports Authority and Public Transport Company.  The fifth and final year targets the power and water sectors, as well as Kuwait's Petrochemical Industries Company (PIC).  Both the five-year plan and sector-specific privatization efforts still await approval by Kuwait's National Assembly, which has made clear that any privatization program will have to insulate consumers from significant rate increases and protect the jobs of Kuwaiti employees.

Privatization of existing government entities has not yet occurred.  After nearly four years of deliberation, however, the Sulaibiya Waste Water Treatment Build, Operate, Transfer (BOT) contract was signed in May 2001.  The winning consortium, which includes U.S. firms, projects revenues of US $390 million over 10 years.  The project will process 50 million gallons of wastewater daily to be used for irrigation.

There have also been selected real estate BOT projects by privately owned Kuwaiti companies.  The first-class US $132 million Sharq Mall, owned by the National Real Estate Company, contains retail outlets, restaurants, theaters, and entertainment concessions.  More recently, the Fifth Waterfront Development Project constructed Marina Mall.  This US $162 million BOT is owned by the United Realty Company and features high-end retail, eating, and entertainment outlets.  A future BOT is planned for a central incinerator in the Shuaiba Industrial Area, a project which stipulates foreign participation with at least 25 percent equity.  

Foreign-owned firms and the foreign-owned portions of joint ventures are the only businesses subject to corporate income tax, which applies to domestic and offshore income.  Corporate tax rates can be as high as 55 percent of gross profits, but the government has put forward legislation to reduce the maximum rate to 25 percent.  New foreign investors can be exempted from all taxes for up to 10 years, however, under the new Direct Foreign Capital Investment Law.
Kuwaiti firms are not subject to the corporate income tax, but those registered on the Kuwait Stock Exchange are required to contribute 2.5 percent of their national earnings to the Kuwait Foundation for the Advancement of Science (KFAS).  The National Employment Law levies an additional 2.5 percent tax that will fund a program granting Kuwaitis working in the private sector the same social and family allowances provided to Kuwait's government workers.  Kuwait levies no personal income tax.

INVESTMENT CLIMATE STATEMENT
Tax exclusions -- besides those offered under the new Direct Foreign Capital Investment Law -- for business expenses are limited and Kuwait's tax code is often ambiguous.  For example, deductions are only three percent for agent commissions and head office expenses (mainly for turnkey supply and installation-type contracts). 

The licensing authority of the Ministry of Commerce and Industry screens all proposals for direct foreign investment.  In the past, this authority has encouraged high-tech industries over sectors viewed to be saturated, such as the hotel industry.  The Foreign Capital Investment Committee (FIC), chaired by the Minister of Commerce and Industry and including representatives from the private and public sectors, will authorize investment incentives put forth under the new Foreign Investment Law on a case-by-case basis.
CONVERSION AND TRANSFER POLICIES

After 27 years of linking the Kuwaiti dinar (KD) exchange rate to a basket of currencies, Kuwait decided to link the dinar to the US dollar under a flexible peg from the beginning of 2003. The move is in preparation for the adoption of a single GCC currency in 2010. The Central Bank of Kuwait (CBK) will retain a band of plus or minus 3.5 percent in order to ensure a smooth evolution of the historic behavior of the KD that has traded within the specified band since liberation. For the last six years, the KD has fluctuated within a 3 percent band against the dollar*.  There are no restrictions on current or capital account transactions in Kuwait beyond the requirement that all foreign exchange purchases be made through a bank or licensed foreign exchange dealer.  Equity, loan capital, interest, dividends, profits, royalties, fees and personal savings can all be transferred in or out of Kuwait without hindrance.  Under the new Foreign Investment Law, investors are also permitted to transfer all or part of their investment to another foreign or domestic investor. 

*Source: National Bank of Kuwait Economic & Financial Review, June 2003.
EXPROPRIATION AND COMPENSATION

There have been no recent cases of expropriation or nationalization involving foreign investments in Kuwait.  Nevertheless, as a safeguard the new Direct Foreign Capital Investment Law will guarantee against expropriation or nationalization except for the public benefit in accordance with existing laws; in this case, compensation will be provided without delay for the "real economic value of the project at the time of expropriation."  When foreign companies were nationalized in the past, as with Kuwait's oil industry in the 1970s, the foreign interests were compensated promptly and effectively.
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DISPUTE SETTLEMENT

The Foreign Investment Law stipulates that Kuwaiti courts alone are responsible for adjudicating any disputes involving a foreign investor and other parties, although arbitration is permitted. Since few contracts in Kuwait contain clauses specifying recourse to traditional commercial and political negotiation.  According to the Central Bank of Kuwait, the Kuwaiti judicial system recognizes and enforces foreign judgments only when reciprocal arrangements are in place. Kuwait is a signatory to the International Center for the Settlement of Investment Disputes (ICSID, i.e. the Washington Convention).  There have been no investment disputes involving American firms in Kuwait in over five years; commercial disputes are more common.  In both cases, American claimants are often frustrated by the slow pace of the Kuwaiti legal system.  

Kuwait has a developed legal system and a strong trading history.  It has a civil code system influenced by Islamic law.  As a traditional trading nation, the judiciary is familiar with international commercial laws.  Kuwait has been a GATT member since 1963 and has signed a WTO agreement. Kuwait, however, is 

not a signatory to the WTO Government Procurement Code.
A feature of Kuwaiti law which U.S. business should be aware of is the application of travel bans which may be applied against individuals who have civil or criminal cases registered against them.  The ban prevents individuals from departing Kuwait until the pending matter is settled or acceptable guarantees are offered.  There have been indictments in which former Kuwaiti business partners have managed to have travel bans imposed on former U.S. partners for allegedly violating Kuwaiti civil law. Though very infrequent, such cases highlight the need to take extra care before entering into long-term business relationships in Kuwait.
PERFORMANCE REQUIREMENTS/INCENTIVES

Government Procurement Requirements

Law No. 37 of 1964 (Articles 43 and 44) specifies the use of local products when available and prescribes a 10 percent price advantage for local firms in government tenders. 

Boycotts  

Kuwait publicly announced in June 1993 the end of enforcement of the secondary and tertiary Arab League boycotts of Israel.  Although there are occasional reports that some tender requests contain boycott clauses reportable under U.S. anti-boycott laws, these usually result from clerical errors or the use of outdated forms.  Kuwait has stated that it will wait for Arab League action before eliminating the primary boycott of Israel.
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Shipping Requirements  

The Kuwaiti government has insisted that cargoes for government projects originating in U.S. ports will no longer be prevented access in favor of the United Arab Shipping Program.

Participation In Research And Development  

There are no specific restrictions on foreign participation in government-financed or subsidized research and development, and little activity of this kind has occurred to date.  The Kuwait Institute for Scientific Research (KISR), has expressed interest in working with foreign firms.  More options may become available for U.S. firms under Kuwait's Counter-Trade Offset Program and its new patent and trademark legislation (see below).  The government would welcome programs that provide expertise unavailable locally, but these are likely to be evaluated on a case-by-case basis 

Visa and Work Permit Requirements

Kuwait has a stringent visa regime and most work permits require a local sponsor.  The Foreign Investment Law, however, may redress this problem for new investors.  Reciprocal changes between the U.S. and Kuwait--particularly the introduction of a 10-year multiple entry visa--have benefited U.S. business travelers.  Foreign-born U.S. citizens, especially those of Middle Eastern descent, periodically experience difficulties with visa and residency applications.  Any problems experienced by potential U.S. visitors should be referred to the American Embassy or to the Bureau of Consular Affairs, Department of State.
RIGHT TO PRIVATE OWNERSHIP AND ESTABLISHMENT

Rights to private ownership and establishment are respected in Kuwait, although foreigners face selected restrictions.  Licenses from the Ministry of Commerce and Industry are required for the establishment of all new companies, and government authorization is required for any incentives offered by the new Foreign Investment Law.  As stated above, foreign ownership is restricted or prohibited in some sectors of the economy, and non-GCC citizens may not own land in Kuwait.
Kuwaiti law severely restricts the types of collateral to which creditors may have recourse in the event of default by a borrower.  Banks may not foreclose on residential real estate property or personal possessions in the event of default, although they may sue the borrower for the balance due under the loan contract.  Borrowers typically pledge a portion of their future severance benefits as collateral for a bank loan.
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TRANSPARENCY OF THE REGULATORY SYSTEM

Kuwait has not developed effective antitrust laws to foster competition, and its bureaucracy often resembles that of a developing country.  Kuwait's open economy has generally promoted a competitive market.  When government intervention occurs, however, it is usually to the benefit of Kuwaiti citizens and Kuwaiti-owned firms.
EFFICIENT CAPITAL MARKETS AND PORTFOLIO INVESTMENT

Kuwait has a free, but inefficient, capital market where credit is allocated on market terms.  Foreign investors can obtain credit through local banks.  With the help of government subsidies, the financial markets -- and particularly the commercial banks -- operated throughout the 1980s primarily to collect funds for the re-lending to favored customers.  Payment discipline was lax and real economic losses common.  Under a bank stabilization program introduced in 1992, the Central Bank of Kuwait purchased all of the outstanding domestic credits of Kuwait's commercial banks while eliminating all guarantees for profits, equity, and liabilities other than the banks' deposit liabilities.  Henceforth, all losses would stay with the banks, which would be responsible for the management of all their assets and liabilities.  In addition, the Central Bank improved bank supervision, resulting in a fairer and more efficient distribution of credit throughout the Kuwaiti banking system.  Each of Kuwait's six commercial banks reported continued earnings growth in 2002.
BANK ASSETS
The assets of Kuwait's commercial banks on December 31, 2002 were: (in '000s)

BANK
KD
U.S. $

National Bank of Kuwait
4,470,164
14,608,379

Gulf Bank
1,878,209
6,137,938

Commercial Bank of Kuwait
1,690,641
5,524,970

Al-Ahli Bank
1,185,472
3,874,091

Burgan Bank
1,486,638
4,858,294

Bank of Kuwait and the Middle East
1,080,963
3,532,559

TOTAL
11,792,087
38,536,231

US $1 equals KD 0.305

The quality of local banks varies from blue chip, world-class to weak.  Portions of some bank assets have been non-performing in the past.  The balance sheets of some local banks are heavily weighted toward lower-yielding government bonds.  Legal, regulatory, and accounting systems are opaque but are generally consistent with international norms.  The Central Bank of Kuwait requires annual reports from local banks to meet international accounting standards.  U.S. businesspeople are 
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advised to seek local legal and financial advice for complicated investments and transactions.
There are few defensive measures to protect against hostile takeovers, which are rare in Kuwait. There is no evidence of private sector or government efforts to restrict foreign participation in industry standards-setting consortia or organizations.  U.S. suppliers often have trouble, however, complying with specifications that are technologically-tailored to other (usually European, especially U.K.) suppliers.  In addition, American suppliers' preference for turnkey projects often does not mesh with Kuwait's preference to split projects into a series of separately-tendered smaller projects.
Finally, U.S. investors should be aware that family, clan, and tribal ties throughout the business community and government can restrict foreign participation, investment, and control of domestic enterprises.  Kuwait is a very big small town.

POLITICAL VIOLENCE

Politically Motivated Damage to Projects and/or Installations 

The potential for terrorist actions throughout the Persian Gulf region remains high, and the Government of Kuwait continues to take aggressive steps to ensure domestic security.  Between October 2002 and January 2003, there were three terrorist attacks targeting Americans in Kuwait, killing two Americans and wounding four others.

CORRUPTION
The often lengthy procurement process in Kuwait occasionally results in accusations of attempted bribery or the offering of other inducements by foreign bidders.  This is a crime in Kuwait and there are currently several investigations and trials underway involving current or former government officials accused of malfeasance.  There have been no convictions for bribery, however, since the end of the Gulf War.  In 1996, the government passed Law No. 25, which requires all companies securing contracts with the government valued at KD 100,000 (US $336,000) or more to report all payments made to Kuwaiti agents or advisors while securing the contract.  The law similarly requires entities and individuals in Kuwait to report any payments they received as compensation for securing government contracts.
BILATERAL INVESTMENT AGREEMENTS

Kuwait has signed investment agreements with Germany, France, Italy, Russia, China, Romania, Poland, Hungary, Turkey, Malaysia, Pakistan, Switzerland, Malta, Finland, Ethiopia, Croatia, Tajikistan, Austria, Bulgaria, Kazakhstan, Morocco, Mongolia and the Czech Republic.  In 2002, Kuwait signed a bilateral investment agreement with Pakistan and a free trade agreement (FTA) with Jordan.  Kuwait has initialed agreements on bilateral investment with Denmark, Belgium, the Netherlands, Thailand, Ukraine, Latvia, Lithuania, 
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Lebanon, Bosnia/Herzegovina, and India.  Kuwait concluded an agreement with the U.S. on investment guaranty programs, which facilitated the extension of programs from the Overseas Private Investment Corporation (OPIC) to Kuwait.  Kuwait is also a member of the Multilateral Investment Guarantee Agency (MIGA).
OPIC AND OTHER INVESTMENT INSURANCE PROGRAMS

In 1989, Kuwait concluded an agreement with the U.S. on investment guaranty programs, which facilitated the extension of programs from the Overseas Private Investment Corporation (OPIC) to Kuwait.  Kuwait is also a member of the Multilateral Investment Guarantee Agency (MIGA).  Currently there are no OPIC programs in Kuwait.  

LABOR

Kuwait has a diverse labor force.  Kuwaiti nationals occupy most of the top management positions in the private and government sectors.  Unemployment among Kuwaitis is less than two percent, but is growing as a result of a growing influx of young Kuwaitis into the labor force (10,000 to 12,000 annually).  The new entrants are reluctant to enter the private sector and cannot be absorbed by the government, where underemployment remains a serious problem.  Kuwaitis are outnumbered in the work force by expatriate laborers of diverse backgrounds.  While there are a number of American and Western European workers in Kuwait, particularly in high-skilled positions, the vast majority of expatriate workers are low paid laborers from other Middle Eastern countries, South Asia, and the Philippines.  Prior to the Gulf War, Palestinians occupied many of the country's middle-management positions.  Since the war most of these positions have been filled by workers of other nationalities, often Egyptians or South Asians.
Since liberation, the Government of Kuwait has adopted inconsistent policies intended to limit and discourage the resident expatriate population.  The government has instituted a quota system on work permits, restricted the transfer of workers from one sponsor to another within the private sector, and levied new fees on expatriate workers and their families in order to raise the cost of employing foreign workers.  At the same time, however, the government has reduced the minimum salary required for expatriates to be eligible to bring their families to Kuwait.

Kuwaiti workers have the right to organize and bargain collectively, but Kuwaiti law prevents the establishment of more than one union per functional area or more than one general confederation.  Foreign workers, who constitute the vast majority of the work force, are permitted by law to join unions as non-voting members after five years of residence in Kuwait.  The right to strike is also recognized for private sector workers, though that right is limited by provisions calling for compulsory negotiation and arbitration in the case of disputes.  Kuwaiti labor law prohibits anti-union discrimination.
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Separate Kuwaiti labor laws set work conditions in the public and private sectors, with the oil industry treated separately.  Forced labor is prohibited and the minimum age for employment is 18 years.  Youths as young as 14, however, may work part-time in some non-industrial positions.  A two-tiered labor market ensures high wages for Kuwaiti employees while foreign workers, particularly unskilled laborers, receive substantially lower wages.  There is no minimum wage for the private sector; in the public sector, the current effective minimum wage is KD 226 (US $741) per month for Kuwaiti bachelors and KD 301 (US $987) per month for married Kuwaitis--compared to KD 90 (US $295) for non-Kuwaitis.  The basic labor law also limits the workweek to 48 hours, provides for a minimum of 14 days of leave per year, and establishes a compensation schedule for industrial accidents.  Domestic servants are not protected by the labor laws.
The International Labor Organization's (ILO) Committee of Experts has reiterated its longstanding criticisms of the discrepancies between the Kuwaiti Labor Code and ILO Conventions 1, 30, and 87 regarding hours of work and freedom of association.  Areas criticized by the ILO include the prohibition to establish more than one trade union for a given field; the requirement that a new union have at least 100 workers; the regulation that workers must reside in Kuwait for five years before joining a trade union; the denial of the right to vote and to be elected for foreign trade unionists; the prohibition against trade unions engaging in any political or religious activity; and the reversion of trade union assets to the Ministry of Social Affairs and Labor in the event of dissolution.  A new labor law has been under consideration for over 10 years.
FOREIGN TRADE ZONES AND FREE PORTS

In July 1995, the National Assembly passed Law No. 26 authorizing the Ministry of Commerce and Industry to establish free trade zones in Kuwait.  In May 1998, the privately-owned National Real Estate Company signed a contract with the Ministry to operate, manage, and market the 50 square-kilometer Kuwait Free Trade Zone (KFTZ) at Shuwaikh port, which was inaugurated in November 1999.  Many restrictions faced by foreign firms, such as corporate taxes, do not apply to offices or plants within the KFTZ.  Some 90 percent of space within the KFTZ has been leased, although the majority of firms operating in the zone are Kuwaiti.
FOREIGN DIRECT INVESTMENT STATISTICS

Kuwaiti public investments abroad consist of portfolio investments held by the Kuwait investment Authority, direct investments of other government entities, as well as those held by private Kuwaitis.  The amount of investments of the KIA are protected by stringent state security laws, but are estimated at more than US $70 billion.  Details about non-KIA investments -- such as the Kuwait Petroleum Corporation's interests in oil 
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production, refining, and distribution -- are equally murky.  The holdings of private Kuwaitis, in both direct and portfolio investments, are believed to be some US $100 billion. Other major investors in Kuwait include the Japanese-owned Arabian Oil Company, which 

holds the Kuwaiti offshore concession in the Partitioned Neutral Zone (PNZ), and Dow Chemical, which has a 45 percent stake in the US $2 billion Equate project, a petrochemical 

joint venture with the Petrochemical Industries Company (PIC) that began operation in 1997.  (Although the U.S.-owned Saudi Arabian Texaco is headquartered on the Kuwait side of the PNZ, it operates under a Saudi concession for Saudi Arabia's share of the onshore oil resources in the PNZ.)  Other joint ventures in Kuwait are often the result of the government's offset requirements.
CHAPTER 8

TRADE AND PROJECT FINANCING

KUWAIT’S BANKING SYSTEM

Under the supervision and authority of the Central Bank of Kuwait, the Kuwait financial sector is made up of seven commercial banks that follow international banking standards.  These banks provide traditional banking services such as savings accounts, traveler's checks, credit cards, money market accounts, remittances, etc.  In addition, Kuwaiti banks can provide U.S. companies and individuals with financial assistance and support. The Kuwait Finance House is the only Islamic bank in Kuwait providing services and products comparable to those of a Western‑style commercial bank.

There are also three specialized government banks in Kuwait that provide medium and long term financing.  For example, the Industrial Bank of Kuwait finances industrial and agricultural projects.  The Kuwait Real Estate Bank (KREB), on the other hand, provides financing for real estate projects.  The role of the Credit and Savings Bank is to help individual Kuwaitis with financial support for housing and personal residential development.

Many Kuwaiti banks have full correspondent relationships with major U.S. banks.  The banks most frequently mentioned as providing a wide range of correspondent services are Citibank, Bankers Trust and Chemical Bank.  There are, however, numerous other American banks providing specific services such as investment advice, credit card processing, traveler's check processing and foreign exchange trading services.  In addition, many non‑U.S. banks with operations in the United States also have firm correspondent relationships with Kuwaiti banks. These include Credit Lyonnais, Deutsche Bank, Dresdner Bank and Standard Chartered Bank.

Due to the broad and sophisticated nature of operations at Kuwaiti banks, there are expectations that foreign correspondent banks should be able to respond to a full range of banking needs.  Kuwaiti banks have a global perspective and expect their foreign correspondents to work with them at that level.

GENERAL FINANCING AVAILABILITY

Kuwait offers American companies a number of resources for trade and project financing, which include world-class commercial banks, sophisticated investment companies and Islamic financial institutions.  Kuwaiti banks are able to provide financial facilities direct to the U.S. company based on its financial statements or supported by a counter guarantee from a reputable bank in the U.S.  Subject to the nature of the consignment, financing by Kuwaiti banks can be offered on a variety of terms.  These include direct payment, cash in advance, documentary collection, letters of credit, and letters of guarantee.   Under the supervision and authority of the Central Bank of Kuwait, the seven commercial banks described above follow 
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international banking standards.  There are also three specialized government banks in Kuwait providing medium and long-term financing.  

U.S. firms can work through their agents to assign the proceeds of the contract in favor of the local bank.  A U.S. company may receive financing through their local agent or by a joint venture partnership formed with a Kuwaiti counterpart.  In addition, U.S. companies may approach local lead agents such as investment companies and/or banks to issue KD bonds on their behalf under the company name.  Approval for the issuance of the bonds is subject to the financial standing of the company, a market study, and the approval of the Central Bank of Kuwait.  The advantage of using bonds as a financing tool is that it avoids foreign exchange fluctuations over the term of the contract.  Including finance packages as part of a project proposal gives U.S. companies an excellent advantage.  U.S. firms are encouraged to approach the U.S. Export Import Bank and other international financial institutions to obtain financial packages that may help make their bids more attractive in the Kuwaiti market.

REQUIREMENTS TO OPEN A COMPANY ACCOUNT IN A KUWAITI BANK

· Memorandum of Association

· Articles of Association

· Board Resolution ‑ stating the persons authorized to open and operate the account on behalf of the company and obtain any form of credit facilities.    This resolution should also state who has the authority to amend the signatories to the account.

· All of the above documents should be notarized by a US Chamber of Commerce-affiliated Chamber of Commerce and the Kuwait Embassy in Washington, D.C.

· Account Opening Forms duly signed (in the presence of a bank officer)

· Photocopies of the passport of the U.S. firm's representative

Products and services available through Kuwait banks include:

· Bid bonds, performance bonds, advance payments, guarantees, retention bonds, etc.

· Sight drafts and letters of credit in any major currency

· Cash facilities (i.e. lines of credit, loans) in Kuwaiti dinars or other major currencies

· Foreign exchange hedging lines

· Day‑to‑day banking transactions for the company and its employees

TRADE AND PROJECT FINANCING
HOW TO FINANCE EXPORTS/METHODS OF PAYMENT

Subject to the nature of the consignment, financing by Kuwait banks can be offered on a variety of terms.  These include:

· Direct payment

· Cash in advance

· Documentary collection

· Letters of Credit

· Letters of Guarantee

The Kuwait banking system is highly professional and fully capable of handling short and medium-term financing for all types of transactions in the major currencies of the world.

AVAILABLE EXPORT FINANCING AND INSURANCE

Exim Bank facilities are available for public sector imports of U.S. goods and services through the Kuwait Investment Authority (the sole government body to borrow on behalf of the state, government ministries and government agencies).  Private sector firms can obtain financing through local banks either in the name of their local agent, the U.S. firm, or jointly.

PROJECT FINANCING AVAILABLE

The Gulf Investment Corporation (GIC), headquartered in Kuwait and formed by the six Gulf Cooperation Council (GCC) countries, (Bahrain, Kuwait, Saudi Arabia, Qatar, Oman and the United Arab Emirates) is a multi‑service financial institution.  The GIC's objective is to provide a range of financial services to both corporate and private investors.  These include portfolio management, syndication’s, new bond and equity issues, financial advisory services, and other capital market activities and direct investment.  The GIC's strategy for direct investment is to promote joint venture partnerships in such fields as manufacturing, agriculture, minerals and other industrial services by providing equity and debt funding.

The International Investor (TII) and the International Investment Group (IIG) are private Islamic investment groups that specialize in the design and delivery of a range of international and local investment products and services, including project and export finance.  TII and IIG provide corporations and individuals with custom‑made financial services and products designed to meet the specific needs and requirements of U.S. companies.

Kuwait is a member of the World Bank's International Bank for Reconstruction and Development, International Development Association, International Finance Corporation, and the Multilateral Investment Guarantee Agency.

TRADE AND PROJECT FINANCING
BANKS WITH CORRESPONDENT U.S. BANKING ARRANGEMENTS

The Central Bank of Kuwait

P.O.Box 526 Safat

13006 Kuwait

Tel: (965) 244-9200

Fax: (965) 246-4887

Deputy Governor:  Dr. Nabil Al-Mannae

www.cbk.gov.kw 

Commercial banks with their Correspondent banks (if any):

Al-Ahli Bank/ Bank of New York 

P.O. Box 21923 Safat

13014  Kuwait

Tel:  (965) 240-0900

Fax:  (965) 242-4557

Chief General Manager & CEO: Mr. Irvin Knox

www.abkuwait.com 

Bank of Bahrain & Kuwait / National Bank of Kuwait, NY 

P.O. Box 24396 Safat

13104 Kuwait

Tel:  (965) 241-7140

Fax:  (965) 244-0937

www.bbkonline.com 

E-mail: bbkwt@qualitynet.net
Acting General Manager:  Mr. Abdul Rahman Al-Kooheji

Bank of Kuwait & the Middle East / Bankers Trust & Chemical Bank

P.O. Box 71 Safat 

13001  Kuwait

Tel.:  (965) 802000

Fax.:  (965) 246‑1430

Chief General Manager & CEO: Mr. Michael Fuller

E-mail: bkmekw@bkme.com.kw , Web Site: www.bkme.com
Burgan Bank / Chase Manhattan Bank & Citibank

P.O. Box 5389 Safat


13054  Kuwait

Tel.:  (965) 243‑9000

Fax.:  (965) 246‑1148

Deputy Chairman & MD: Mr. Faisal Al-Radwan

www.burgan.com 

E-mail: rgoom@burgan.com.kw 
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Commercial Bank of Kuwait /Chemical Bank & Commercial Bank of Kuwait, N.Y. Branch

P.O. Box 2861 Safat


13029   Kuwait
 

Tel.:  (965) 241‑1011

Fax.:  (965) 245‑0150

Acting General Manager & CEO: Mr. Jamal Al-Mutawa

www.cbk.com 

E-mail: jamalm@banktijari.com  

Gulf Bank / Citibank & Bankers Trust

P.O. Box 3200, Safat


130032  Kuwait

Tel.:  (965) 244‑9501

Fax.:  (965) 244‑6126

Chief General Manager & CEO: Mr. Thomas Chen 

www.e-gulfbank.com 

Industrial Bank of Kuwait / National Bank of Kuwait, N.Y. Branch

P.O. Box 3146 Safat


13032  Kuwait

Tel: (965) 245‑7661

Fax:  (965) 246‑2057

Chairman & Managing Director: Mr. Saleh M. Al-Yousef 

www.ibkuwt.com 

Kuwait Finance House / Citibank

P.O. Box 24989 Safat

13110  Kuwait

Tel.:  (965) 244‑5050

Fax.:  (965) 245‑5135

General Manager: Mr. Jassar Al-Jassar

www.kfh.com 

Kuwait Real Estate Bank
 /  Bank of America

P.O. Box 22822 Safat

13089  Kuwait

Tel.:  (965) 245‑8177

Fax.:  (965) 246‑2271

Acting General Manager: Mr. Ahmad A. Mohammad

www.akaribank.com 

TRADE AND PROJECT FINANCING
National Bank of Kuwait
/ National Bank of Kuwait, N.Y. Branch

P.O. Box 95 Safat


13001  Kuwait

Tel.:  (965) 242‑2011

Fax.:  (965) 246-2469

Chief General Manager: Mr. Ibrahim Dabdoub

www.nbk.com
E-mail: dabdoub@nbk.com 
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BUSINESS TRAVEL

BUSINESS CUSTOMS

Visiting U.S. business executives will have no communication problems with their Kuwaiti counterparts as English is widely spoken and many Kuwaiti businesspersons have been educated abroad.

Private companies work six days a week (Saturday through Thursday).  Some companies work from 8:00 a.m. to 5:00 p.m.; others work from 8:00 a.m. to 12:30 p.m. and from 4:30 p.m. to 8:30 p.m. On Thursdays, companies work from 8:00 a.m. to 1:00 p.m. Government offices including the American Embassy close on Thursdays and Fridays. Banks and insurance companies close on Fridays and Saturdays.

Appointments with managers often take place after 9:00 a.m. Many Kuwaiti top executives and decision-makers maintain extensive travel schedules outside Kuwait as a result of their wide range of business activities.  Many Kuwaitis travel during the summer months to escape the oppressive heat.  They, however, remain in constant communication with their businesses.  

Kuwait is an Islamic country.  It attracts nationals from over 120 countries who live and work here.  Kuwaitis are hospitable and they usually invite their foreign guests to their diwaniyas (meeting places) in the evenings, or even to their chalets (beach/vacation cottages) on weekends.

TRAVEL ADVISORY AND VISAS

Passports and visas are required for U.S. citizens traveling to Kuwait.  Airport visas for U.S. passport holders can be arranged in advance through most hotels in Kuwait.  For more information concerning entry requirements, travelers may contact the Embassy of Kuwait in Washington D.C. at telephone number: (202) 966‑0702, or the Kuwaiti Consulate in New York City, telephone number: (212) 973‑4318.  A downloadable visa application can be found at www.kuwait-info.org/Travel_Information/visa_requirements.html 

Business visitors traveling on a temporary visit visa to Kuwait must observe the length of stay permitted in their visa.  Currently, most visit visas are valid for ten years, multiple entries and stays of up to one month, extendable to several months. Fines are charged for each day overstayed; the fine is currently KD 10 per day, per person (approximately US $31.00).

Visitors to Kuwait should be aware of the dangers presented by unexploded land mines and other ordnance throughout the country. Stay on main roads and do not travel on unpaved roads; avoid open areas and the desert.
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Kuwait's crime rate is moderate and violent crime is rare.  Crime against the American community is low.  Sexual harassment of women does occur, and suitable precautions should be taken.  Visitors to Kuwait should dress conservatively, exercise prudent security measures and be sensitive to social and cultural norms in this conservative Islamic country.  Use of narcotics is increasing in Kuwait, and visitors found with illegal narcotics or substances are subjected to tough criminal penalties.  Vehicle accident and death rates are particularly high in Kuwait.  Good road surfaces, powerful cars and lax enforcement of traffic regulations combine to make speeding commonplace and driving very hazardous.  Foreigners may rent cars during their stay in Kuwait. They must have an international or an American driver’s license.   

No alcohol, pork products, or pornographic materials may be imported into or used in Kuwait.  If prohibited items are discovered in a traveler's effects, he or she may be arrested and prosecuted.

HOLIDAYS

Government offices close in observance of the following holidays: New Year's Day; Kuwait National Day (February 25); Kuwait Liberation Day (February 26); and a number of Islamic holidays which are: Eid Al-Adha (February 1-5); Islamic New year (February 25); The Prophet’s birthday (May 4); Eid Al-Fitr (November 15-18).  Government offices operate on limited business hours during the holy month of Ramadan (the dates of which vary from one year to the next).  Visitors are advised to check with their hosts to avoid scheduling conflicts. 

Appointments should not be scheduled on Thursdays and Fridays.  Official and business visits are not encouraged during Ramadan, as the government and businesses operate on shortened hours.

BUSINESS INFRASTRUCTURE 

Transportation

The road system in Kuwait is modern, well-lit and easily navigated by car.  U.S. visitors should be aware, however, that there may not be street addresses in older sections of Kuwait City. It is always best to call ahead to confirm directions and the exact location of the company or ministry one intends to visit.  Public transportation is not reliable.  Air-conditioned taxis are readily available at major hotels or taxi stands.  Orange taxis should be avoided as they are used as commuter shuttles by day laborers.  Their drivers are often illiterate and may not speak English.  Car rental is also readily available to U.S. visitors with a valid U.S. driver's license (which permits one to drive in Kuwait for the duration of the visitor's visa). U.S. car rentals such as AVIS, Budget, Hertz, etc. are also available.  U.S. motorists should be 
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careful of Kuwait's traffic conditions, which are often dangerous as a result of speed, large vehicles and limited adherence to traffic regulations.

Language

Arabic is the official language in Kuwait.  English is the second language for most of the expatriate community and the principal language of the business community.

Communications

Kuwait has an adequate communications network.  It is possible to make calls from Kuwait to any part of the world from apartments (for residents), from offices, and from any hotel.  Faxes may be sent from the business centers of leading local hotels, such as the Sheraton Kuwait Hotel, Crowne Plaza Hotel, Safir International Hotel, W.J. Mariott, Hilton and Resort Hotel, or Radisson SAS Kuwait Hotel.  However, visitors can use locally purchased calling cards but cannot dial “800” numbers in making calls from Kuwait. 

Secretarial support is available in business centers at five‑star hotels.  One page of typing of English text costs approximately US $5.00.  A business executive hotel guest may use these services on a walk‑in basis.  Written translation from English to Arabic text or vice versa costs approximately US $17.00 per document up to a maximum of 350 words per document.  Oral translation costs about US $336.00 per day.  

Housing

Americans visiting Kuwait will have no problem finding modern, spacious and air conditioned housing.  There are numerous luxurious residential complexes, villas, and apartments.  Short‑term visitors may stay in hotels or in furnished apartments, which are usually rented for minimum stays of one week.  Public water and electricity are subsidized by the Kuwaiti government; consumers are charged KD0.800 (US $2.70) for 1,000 Imperial gallons of water and KD 0.002 (US $0.07) per kilowatt-hour of electricity.  In luxurious accommodation, water and power bills are part of the rental and are paid by the landlord.  The Ministry of Electricity and Water has announced its intention to increase electricity and water prices.  Local telephone service is free, however, there is an annual service charge of KD 30 (about US $100) on each residential telephone line and KD 70 (about US $210) on each commercial line. 

The approximate cost of a medium‑size hospitality function at a five‑star hotel would be US $35-40 per guest for a first‑class function. A week's notice is usually required for such functions.

BUSINESS TRAVEL
Health 

U.S. business visitors to Kuwait encounter few health problems. They should arrive prepared to cope with the extreme heat and dust storms during the summer months.  Although tap water is safe to drink, it is recommended to use bottled water as an added precaution.  Food in Kuwait, including salads and dairy products, is generally fresh. A wide range of cuisine is available at many restaurants.

The quality of medical care in Kuwait varies depending on the facility, the personnel on duty and the nature of the medical problem.  Although many medications (mainly American) are available in the country, visitors are advised to bring sufficient supplies of their prescription medication (as well as a signed prescription) for their entire stay.  Visitors should consider purchasing short term medical insurance which includes a medical evacuation option in the event of a medical emergency that would require treatment in the U.S.  Should medical care be required while in Kuwait, there are two options: the government system or the private sector.  For routine care in the government system, access is through the polyclinic (neighborhood clinic) located in the district in which you reside.  For emergency care, you may access any government hospital casualty (emergency) room.  There are seven regional hospitals and numerous suburban polyclinics run by the Ministry of Public Health.  A civil ID card is required to receive care in the government system (in an emergency a passport is sufficient). The Ministry of Health now implements compulsory medical insurance on all expatriates living in the country. Visitors who request services may receive them at public hospitals as well as in private hospitals on a fee basis. 

Food

In addition to Middle Eastern cuisine, local restaurants offer a wide variety of international selections, including French, Italian, Indian, Chinese, Japanese, Mexican and American (fast food).  Food inspection is under the strict supervision of the health department of the respective municipality.  Imported food supplies must be cleared with a certificate from the health authorities.
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ECONOMIC & TRADE STATISTICS

APPENDIX A: COUNTRY DATA

Population: 
2,420,000 (2002)

Religion:  Islam predominates, but other religions are publicly practiced

Government System:  Constitutional Hereditary Emirate

Language: Arabic (official), English widely spoken.

Work Week: Saturday -Wednesday

APPENDIX B: THE DOMESTIC ECONOMY

All figures in U.S. $ Millions, unless otherwise indicated
2000
2001
2002

GDP(Nominal)
37,777
36,150
37,250

Real GDP Growth
1.7%
0.8%
1.4%

Government Spending (% of GDP)
33.48%
37.56%
40%

Inflation Rate
1.9%
2.7%
2.5%

Unemployment Rate
3.0%
3.5%
3.5%

Foreign Exchange Reserves
2,245
2,761
3,000

Average Forex Rate (US $ per KD)
0.3068
0.3065
0.3060

Debt Service Ratio
7.7%
9.7%
8.4%

Sources: Central Bank of Kuwait; Ministry of Planning; Embassy Estimates

APPENDIX 3: TRADE STATISTICS

All figures in US $Millions


1999
2000
2001

Total Kuwait Exports
12218
19435
16145

Total Kuwait Imports
7616
7156
7735

US Exports to Kuwait
864.4
787.0
902.4

US Imports from Kuwait
1439.2
2781.2
1990.7
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U.S. AND COUNTRY CONTACTS

AMERICAN EMBASSY KUWAIT COMMERCIAL CONTACTS

Senior Commercial Officer: 

Peter Alois

Fax: (965) 538‑0281 

Tel: (965) 539‑5307, Ext. 2392

Commercial Attaché:  Vacant

Senior Commercial Specialist: 

Kamal Zaher

Fax: (965) 538‑0281 

Tel: (965) 539‑5307, Ext. 2392

Commercial Specialist:  Vacant

Commercial Advisor:
Fax: (965) 538‑0281 

Anjia Nicolaidis


Commercial Assistant
Fax:  (965) 538-0281

Najla Sadeq
Tel: (965) 539‑5307, Ext. 2392

Commercial Assistant:
Fax:  (965) 538-0281

Xavier Muthu
Tel: (965) 539‑5307, Ext. 2392

Office E-mail: kuwait.city.office.box@mail.doc.gov 

Web Site: www.buyusa.gov/kuwait
U.S. Agricultural Trade Office 

(trade contacts, trade data, and import regulations for Bahrain, Kuwait, Oman, Qatar, and U.A.E)

Contact: Michael T. Henney, Regional Director

P.O. Box 9343

Dubai, U.A.E.

Fax: (971-4) 311-6189  Tel: (971-4) 311-6183 

E-mail: atodubai@emirates.net.ae

Web Site: http://www.usembabu.gov.ae/atodubai.htm

U.S. AND COUNTRY CONTACTS
LOCAL COUNTRY CONTACT INFORMATION

Kuwait Municipality (for inspection of food products)

Contact: Mr. Khaled H. Al-Zahmoul



Title: Director of Food Control

P.O. Box 10, Safat

13001 Kuwait

Fax: (965) 481-1358  Tel: (965) 481-1417

Directorate of Standards & Metrology (for all standards, including food standards) Public Authority for Industry

Contact: Mr. Khalid A. Al-Fahed

Title:  Director of Standards & Metrology

P.O. Box 4690, Safat

13047 Kuwait

Fax: (965) 431-6704  Tel: (965) 431-8740

The Public Authority for Agricultural and Affairs and Fish Resources (for the import of livestock and pets)

Animal Health Department

Contact: Dr. Hussein Al-Shammaa 

Title: Director of Animal Health

P.O. Box 21422, Safat

13075 Kuwait

Fax: (965) 472-2417  Tel: (965) 471-7123

BUSINESS ORGANIZATIONS

American Business Council‑Kuwait

Contact:  Mr. John Cobb

Title:  President

C/O The American Embassy Kuwait

P.O. Box 77 Safat

13001 KuwaitFax: (965) 538-0281  Tel: (965) 539-5307 Ext. 2392

National U.S.-Arab Chamber of Commerce

Contact:  Ms. Marjorie A. Adams

Title:  President

1023 15th Street, NW

4th Floor

Washington, D.C.  20005

Fax:  (202) 289-5938  Tel:  (202) 289-5920

U.S. AND COUNTRY CONTACTS
The Kuwait Chamber of Commerce and Industry (KCCI)

(Represents all businesses in Kuwait).

Contact:  Mr. Ahmad R. Al Haroun

Title:  Director General

P.O. Box 775 Safat

13008 Kuwait

Fax:  (965) 240-4110  Tel:  (965) 80 55 80

E-mail: kcci@kcci.org.kw
COUNTRY GOVERNMENT OFFICES AND DIRECTORATES RELATING TO KEY SECTORS AND/OR  SIGNIFICANT TRADE RELATED ACTIVITIES

Note: Following the parliamentary elections, the Amir designated a new Prime Minister who formed a new Cabinet in July 2003. 

Minister of Commerce and Industry

HE Abdullah Abdul Rahman Al-Taweel

PO Box 2944 Safat

13030 Kuwait

Tel:  (965) 246‑9131

Fax:  (965) 240-7535
Minister of Communications/Minister of Planning/State Minister for Development of Administrative Affairs

HE Sheikh Ahmed Abdullah Al-Ahmed Al-Sabah  

PO Box 318 Safat

Kuwait 13004

Tel: (965) 484-0606

Fax: (965) 481-4448
Minister of Energy (Oil, Electricity & Water)

HE Sheikh Ahmed Fahed Al-Ahmed Al-Sabah

Tel: (965) 245-4545

Fax:(965) 245-1670

Minister of Finance

HE Mahmoud Al-Nouri

Tel: (965) 248-1013

Fax: (965) 244-6361
Minister of Public Health

HE Dr. Mohammed Ahmed Al-Jarallah

Tel:  (965) 486-5637

Fax:  (965) 486-5287
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Minister of Public Works/Minister of State for Housing Affairs

HE Bader Nasser Al-Hmaidi

Tel:  (965) 246-6120

Fax:  (965) 242-8942

General Administration of Customs

Mr. Ibrahim A. Al-Ghanim

Director General 

P.O. Box 16, Safat 13001 Kuwait

Tel: 965-484 5419

Fax: (965) 4844 5780

General Information: office@customs.gov.kw


Kuwait Fund for Arab Economic Development (KFAED)

Mr. Bader Al-Humaidhi

Director General

P.O. Box 2921 Safat, 13001 Kuwait

Tel: 9 65-299-9000

Fax: 965-299-9792

www.kuwait-fund.org 

Kuwait Chamber of Commerce & Industry (KCCI)

Ahmad Rashed Al-Haroon

Director General

P.O. Box 775 Safat, 13008 Kuwait

Tel: 965-805580

Fax: 965-240 4110

www.kcci.org.kw 

Email: kcci@kcci.org.kw 

Central Tenders Committee (CTC) 

Mr. Nayif Al-Mausherji

Chairman

Tel: 965-243-1719

Fax: 965-241-6574

Kuwait Airways Corporation 

Mr. Ahmad Faisal Al-Zabin

Chairman & Managing Director

P.O. Box 394 Safat, 13004 Kuwait

Tel: 965-431 1154

Fax: 965-431 9204

www.kuwait-airways.com 

Email: internetteam@kuwait-airways.com 
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Kuwait Ports Authority

Shaikh/Dr. Sabah Jaber Al-Ali Al-Sabah

Director General

P.O. Box 3874 Safat, 13039 Kuwait

Tel: 965-481-2712

Fax: 965-483-4663

Kuwait Institute for Scientific Research (KISR)

Dr. Abdulhadi S. Al-Otaibi

Director General

P.O. Box 24885 Safat, 13109 Kuwait

Tel: 483-6100

Fax: 481-7501

www.kisr.edu.kw 

Email: public-relations@kisr.edu.kw 

Kuwait Oil Company (KOC)

Mr. Ahmad Rashed Al-Arbeed

Chairman & Managing Director

P.O. Box 9758 Ahmadi, 61008 Kuwait

Tel: 965- 398 2929

Fax: 965-398-2233 

www.kockw.com 

Email: kocinfo@kockw.com 

Kuwait Petroleum Corporation (KPC)

Mr. Nader H. Al- Sultan Al-Essa

Deputy Chairman & CEO

P.O. Box 26565 Safat, 13126 Kuwait

Tel: 965-245-5455, Ext. 230

Fax: 965-245-1463

www.kpc.com.kw 

Email: media@kpc.comkw 

Kuwait National Petroleum Co (KNPC)

Hani Abdul Aziz Hussain

Chairman & Managing Director

P.O. Box 70 Safat, 13001 Kuwait

Tel: 965-242-0120

Fax: 965-243-3839

www.knpc.com.kw 

Email: webmaster@knpc.com.kw 
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Environment Public Authority

Dr. Mohammad A. Al-Sar’awi

Director General

P. O. Box 24395 Safat, 13104 Kuwait

Tel: 965-482-0580

Fax: 965-482-0570

www.epa.org.kw 

Email: madi@epa.org.kw 

Public Authority for Applied Education & Training

Dr. Eng. Humoud Al-Mudhaf

Director General

P.O. Box 2316 Safat, 13092 Kuwait 

Tel: 965-256-4960

Fax: 965-256-3601

www.paaet.edu.kw
Email: info@paaet.edu.kw 

Public Authority for Industry

Dr. Nasser M. Al-Ajeel

Director General

P.O.Box 4690 Safat, 13047 Kuwait

Fax: 965-4318721Tel: 965-4318240

www.pai.gov.kw 

Email: industry@pai.go.kw 

Directorate General of Civil Aviation 

Mr. Yaqoub Y. Al-Sager

Director General of Civil Aviation

P.O. Box 17 Safat, 13001 Kuwait

Tel: 965-471 9847

Fax: 472 0711

www.kuwait-airport.com.kw 

Email: isc@kuwait-airport.com.kw 

WASHINGTON‑BASED U.S. GOVERNMENT COUNTRY CONTACTS

Kuwait Desk Officer - David Guglielmi 

U.S. Department of Commerce

14th & Constitution Ave., N.W.

Washington, D.C.  20230

Tel:  (202) 482‑0879

Fax:  (202) 482‑0878

U.S. AND COUNTRY CONTACTS
U.S. Commercial Service Regional Director – Bobett Orr

U.S. Department of Commerce

14th & Constitution Ave., N.W.

Washington, D.C.  20230

Tel:  (202) 482‑4836

Fax:  (202) 482‑5179

Trade Assistance and Promotion Office (TAPO)

Foreign Agricultural Service (FAS)

U.S. Department of Agriculture

Ag Box 1052

Washington, D.C. 20250-1052

Tel: 202-720-7420

Fax: 202-690-4374

The FAS Home Page address on Internet is http://www.fas.usda.gov
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MARKET RESEARCH

U.S. Commercial Service Kuwait (CS Kuwait) will prepare customized lists of qualified trade contacts based on client’s requirements. 

INDUSTRY SUB-SECTOR ANALYSES (ISA’S) 

The list below is a bibliography of market research prepared by CS Kuwait.


Oil & Gas Field Services
(May 2001)


E-Commerce
(January 2001)


Foreign University Students
(August 2000)


Technical Training 
(July 2000)  


Pharmaceuticals 
(June 2000)  


Medical Equipment and Supplies 
(July 2001)


Waste Management & Control 
(August 2001)


Privatization Services
(April 2002)

LIST OF AGRICULTURAL REPORTS PREPARED BY THE AGRICULTURE TRADE OFFICE (ATO) DUBAI

· American Food Directory for the GCC-5

· Guide for Doing Business in the Gulf

· Update of U.S. Agricultural Exports to the GCC-5

· Kuwait Food Retail Sector Report

· Kuwait Food and Agricultural Import Regulations and Standards

· Kuwait Annual Poultry Meat Report

· Kuwait Frozen Vegetables Market Brief

Note: Agricultural Reports are available via the Reports Office, USDA/FAS, Ag Box 1052, Washington, D.C. 20250-1052 and via FAS Home Page on the Internet at http://www.fas.usda.gov/scriptsw/attacherep/default.asp

CHAPTER 13

TRADE EVENT SCHEDULE

The U.S. Commercial Service Kuwait will support trade events and promote IBPS both in the region and in the United States during fiscal year 2004 as follows: 

TRADE EVENT SCHEDULE FOR NON-AGRICULTURAL SECTORS

Event:
WEFTEC  2003 Environment Federation 76th Annual Technical Exhibition and Conference

Sector: 
POL

Date: 
October 11-15, 2003 

Location: 
Los Angeles, CA

U.S. Government involvement in recruitment/promotion:  No 

Event: 
Louisiana Gulf Coast Oil Exposition (LAGCOE) 

Sector:  
Oil

Date:  
October 28-30, 2003

Location: 
Lafayette, Louisiana

U.S. Government involvement in recruitment/promotion: No 

Event:  
International SHOPA (School, Home & Office Products Association) Show

Sector: 


Date: 
November 11-13, 2003

Location:  
Atlanta, GA

U.S. Government involvement in recruitment/promotion: No 

Event:  
The International Builders' Show

Sector: 
Con

Date:  
January 19-22, 2004

Location: 
Las Vegas, Nevada

U.S. Government involvement in recruitment/promotion: No 

Event: 
Electric Power

Sector: 
Power

Date: 
March 30-April 1, 2004

Location: 
Baltimore, MD

U.S. Government involvement in recruitment/promotion: No 

Event: 
Offshore Technology Conference (OTC) 

Sector:  
Oil and Gas

Date:  
May 2004

Location:  
Houston, TX

U.S. Government involvement in recruitment/promotion: No 

Event: 
SUPERCOMM

Sector: 
Telecom

TRADE EVENT SCHEDULE
Date: 
June 20-24, 2004

Location: 
Chicago, Illinois

U.S. Government involvement in recruitment/promotion:  No 

Note:  Because Trade Event Schedules May Change, Firms Should Consult The FCS Export Promotion Calendar Of The NTDB, The U.S. Department Of Commerce's Trade Information Center At (800) USA-Trade, Or Go To The Following Web Site: www.Export.Gov.
TRADE EVENT SCHEDULE FOR AGRICULTURAL SECTORS

Event:
The FMI 2004 Supermarket Industry Convention & Educational Exposition/NASDA U.S. Food Export Showcase/Fancy Food Show - Spring Sector: FOD

Date: 

May 2-4, 2004      

Location: 
Chicago, IL

USG involvement in recruiting/promoting:  yes

Event: 
The NRA 2004 Restaurant, Hotel, Motel Show 

Sector: 
FOD

Date: 
May 22-25, 2004     

Location: 
Chicago, IL

USG involvement in recruiting/promoting:  Yes

Event:
 Gulf Food 2005 Food & Equipment Exhibition (Regional-Biennial)

Sector:
 FOD

Date: 
February 20-23, 2005

Location: 
Dubai, U.A.E.

USG involvement in recruiting/promoting: yes

Note:  All Major U.S. Food And Agricultural Exhibitions Are Listed On The Fas Home Page At: Www.Fas.Usda.Gov/Agexport/Tradeshows/Domesticshows.Html 

www.BuyUSA.Gov/Kuwait
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