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Recovering from War in an Oil-Rich Economy:
Independent from British control since 1961, Kuwait has experienced steady economic growth thanks to its vast oil reserves. An invasion by Iraq in 1990 threatened the country’s stability and economic well-being, but since then Kuwait has recovered and reached unprecedented economic growth. Today, no traces of the economic devastation following Iraqi attempts to destroy Kuwait oil fields remain, as the country enjoys a steady flow of oil money that is likely to continue for several decades. However, this presents a long-term problem of diversification-the country cannot depend its on oil revenues forever and must begin investing in new potential sources of income. In recent years, the 2008 financial crisis affected the Kuwaiti financial sector. Fortunately, the government was able to use its considerable resources to stabilize the economy.
Economic Structure:
· Kuwait’s economy is extremely dependent on oil. Petroleum accounts for around half of GDP, 95% of export revenues, and 80% of government revenues. Kuwait’s economy has been progressing at a rapid pace recently due mostly to rising oil prices.

· Kuwait has very limited agricultural possibilities and has to import most food products from other countries to meet its demand. There is some fishing, but this is miniscule in comparison to the amount of other food products Kuwait needs from foreign countries in order to sustain itself.
 About 75% of potable water must be distilled or imported.
· Kuwait’s labor force consists mostly of foreigners, around 60%.


Economic Indicators
:

· GPD (official exchange rate): $114.9 billion (2006 est.)
· GDP Real Growth Rate: -0.7% (2009 est.), 8.5% (2008 est.)
· GDP per Capita: $55,800 (2009 est.)
· GDP Composition by Sector:
· Agriculture: 0.3%
· Industry: 50.9%
· Services: 48.7% (2009 est.)
· Labor Force: 2.091 million (2006 est.)
· Unemployment Rate: 2.2% (2004 est.)
· Population below Poverty: NA
· Inflation Rate: 5.7% (2009 est.)
· Investment (gross fixed): 31.4% of GDP (2009 est.)
· Industrial Production Growth Rate: 1.8% (2005 est.)
· Exports: $49.52 billion (2009 est.)
· Export Commodities: Oil and refined products, fertilizers.
· Imports: $20.8 billion (2009 est.)
· Import Commodities: Food, construction materials, vehicles and parts, clothing
· Debt-external: $33.49 billion (2009 est.)
Political Considerations:

· Around 90% of Kuwait’s total population lives within a 500-square kilometer area surrounding Kuwait City. Less than half the population is originally from the Arab Peninsula, although most are of Arab origin. The government has stopped trying to limit the size of the expatriate population since the end of the war, so foreigners now make up a substantial chunk of the country’s demographics.

· The government is classified as a constitutional hereditary emirate. The executive branch is split between the Emir and Prime Minister. The legislative consists of a unicameral elected National Assembly, consisting of 50 members serving 4-year terms. The High Court of Appeal is the judicial branch.

· In May 2005, the National Assembly voted to give women full voting rights. This made Kuwait the fourth Gulf country to acknowledge women’s suffrage, after Bahrain, Oman and Qatar. In 2006, women participated as voters and candidates for the first time in parliamentary elections.
· The U.S. and Kuwait have been on good relations since the war with Iraq. Kuwait has provided the U.S. with the main platform for Operation Iraqi Freedom 2003 and has worked with them to monitor the compliance of Iraq with the UN Security Resolutions. The U.S. is also Kuwait’s largest supplier of goods and services.

Attractions:
· Oil Resources: Kuwait has a vast amount of oil reserves that will help it continue to prosper economically for years to come. It has reserved of around 100 billion barrels -around 9% of world reserves. Its current production capacity is estimated to be around 2.8 million bpd, which the government plans to increase to 3.5 million bpd 2015 and 4 million bpd by 2020. Kuwait has shown a remarkable capability to recover from shocks to the industry, as it has increased its production form nearly nothing after the Iraq invasion to the current production levels within a very short time span.
 
· High Level of Economic Freedom: Kuwait has the 42nd freest economy in the world, according to researchers at the Heritage Foundation. It has very low tariffs, although there are restrictive regulations and bureaucracies that inhibit trade somewhat. It also doesn’t levy a tax on individual income and corporate taxes have been lowered in 2008, increasing its competitiveness. Opening a business is relatively easy, although once again bureaucracies and regulations create barriers.

· Generous Foreign Assistance: The Kuwait Fund for Arab Economic Development was established in 1961 to provide financial and technical assistance to foreign Arab countries and the rest of the developing world. It has distributed over 73.338 million USD in loans and grants. This ensures a positive relationship with foreign states for years to come.

Troubled Spots:
· Dependency: Kuwait’s economy relies much too heavily on oil imports, and this is a cause for concern because of the possibility of reserves running out or a lessening of worldwide demand for oil as alternative sources of energy are developed. Kuwait also relies heavily on imports from other countries because it has very little industry outside of oil-almost all agriculture and most manufactured goods are imported. This is clearly unhealthy for possible economic crises and shocks and Kuwait must find ways to limit its dependency on other countries. 
· Government ties to the Economy: The government has close control of the economy, which can inhibit private business growth. There is a heavy bureaucracy entrepreneurs must go through, and government regulations are very high. There are numerous complaints of corruption. Intellectual property and other rights are not guaranteed because the court system is so corrupted.

· High Foreign Business Taxes: Although Kuwait doesn’t tax domestic private business, it does place a very high tax (almost 45%) on foreign business, which is very prohibitive for any companies looking to open up in the region.
 An import company must also have a Kuwaiti nationality, i.e. at least 51% of the company’s capital must be in the hands of Kuwaiti citizens.
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