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Infrastructure

Big projects are
central to
diversification, but
must overcome delays
and red tape, reports
Simeon Kerr '

ising above the waters of
the Bay of Kuwait, a tow-
ering yellow arch forms a
new national landmark
on the 36km Sheikh Jaber
Causeway, before the bridge veers off
to connectthe capital to the north.
But the fourth-longest causeway in
the world promises much more than
cutting down the commute from
Kuwait City to the sparsely populated
regions bordering Iraq. The grand
infrastructure project epitomises the

Investing in Kuwait

wealthy Gulf state’s commitment to
forging anew future for itself.

For decades, Kuwait’s 1.4m locals,
whose country sits on the world’s
fourth-largest crude reserves, have
benefited from generous state care.

Excess resources have been chan-
nelled into a nearly $600bn sovereign
wealth fund, providing financial bal-
last for future generations. ;

. The government hopes to push
ahead with reforms to diversify an
oil-dominated economy exposed to
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the vagaries of commodity markets
as nationals call for better public
services, creaking after years of
under-investment.

Kuwait has pledged to partner with
the business community, earmarking
$100bn for infrastructure invest-
ment. It is opening up to foreign

investors committed to creating jobs

for Kuwaiti nationals, who make up
only 21 per cent of workers in the pri-
vate sector. “The coming generations
understand that their future cannot

Best bet for security as US loses

interest is to bring in the oil majors
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be built in the same old way, and you
will see more movement into the pri-
vate sector,” says Khalid Mahdi, Sec-
retary-General of Kuwait’s Supreme
Council for Planning and Develop-
ment.

Transforming Kuwait’s labour
force from government bureaucrats
into entrepreneurs will not be easy.

Recent attempts to reduce subsi-
dies and limit benefits of public sector
employment have met with resist-
ance from the local population,

fanned by parliamentary opposition.

Red tape hampers business deci-
sion-making and project overruns are
so common that local wags joke
Kuwait is the only country in the
world where it takes 18 months fora
baby to be born.

The causeway, which is due for
completion later this year on time
and on budget, hopes to counter such
caricatures.

“This is one of our biggest projects
and provides solid proof that,

Bridge fo the future: Sheikh Jaber
Causeway set to be delivered on
time and on budget

although we have institutions with
laws and a bureaucracy chasing rou-
tine approvals, we managed to finish
at cost,” says Ahmad al-Hassan, man-
aging director of the Public Authority
for Roads and Transportation, who
has been overseeing the causeway’s
execution.

Rindala Beydoun, managing part-
ner at Tribonian Law Advisors, says
optimism surrounds the latest
project plans and successful efforts to
attract foreign investment, including
from companies such as Huawei, the
Chinese technology company, and
GE, the global conglomerate.

But the Gulf state’s history of stop-
start reform and tardy project devel-
opment sustains concerns about the
its ability to push through legal
changes to ease business procedures
and openup the economy.

The International Monetary Fund
identifies reform and project delays
as major risks to the country’s out-
lools, alongside lower oil prices and
regional security challenges.

“Kuwait’s quasi-democracy with a
very active national assembly has
many times paralysed the advance-
ment of projects, which can be put on
hold for years,” says Ms Beydoun.

Planners are seeking to start afresh
with a grandiose new development.
“Kuwait is tied in a Gordian knot,”
said a Kuwaiti lawyer involved in
drafting new legislation. “The people
and parliamentarians are preventing
any real chance for real change —so it
males sense to start over in the north,
which will allow us to show the coun-
try what can be done if we take radi-
cal steps.” :

The coastal areas of northern
Kuwait, including Boubiyan Island,

mark the country’s border with Irag.
There, the government has outlined a
vision for a multibillion phased devel-
opment of the 250 sq km Silk City &
Islands Zone, including a major port,
an airport, a nature reserve and tour-
ism facilities. .
Some scepticism surrounds the
plan, one of several across the Gulf
where ambitious leaders’ mega-
project proposals can come unstuck
overfinancial or political hurdles.
Driven by the emir’s son and
defence minister, Sheikh Nasser
Sabah Al-Sabah, the idea is rooted in
the idea that it could potentially
become a maritime terminus on

- China’s Belt and Road Initiative,

intended as a global transport net-
work.

China and Kuwait signed bilateral
agreements proposing investments in
the Gulf state during Emir Sheikh
Sabah Al-Ahmad Al-Jaber Al -Sabah’s
visit to China in July.

One of Silk City’s selling points is its

_‘The peopleand

parliamentarians are
preventing any real
chance of real change’

proximity to Shia-led Iraq and Iran,
with which the rest of the Sunni-dom-
inated region has difficult relations.

Kuwait, which is a close ally of the
US and has mediated the Saudi-led
embargo of neighbouring Qatar,
wants to parlay its neutral stance into
that of atrusted trade partner.

“Kuwait during its history has
always been a hub for geopolitical,
economic and security reasons,” said
Mr Mahdi.

“We are a link between the mari-

time and the land, and this explains -
the interest in One Belt, One Road.”

Long since eclipsed by the entrepot
of Dubai, Kuwait is mulling a new
legal structure for the economic
zones near the Iraqi border, freeing
the area from restrictive onshore
laws.

“Geopolitically, there are some
interesting opportunities that could
be developed if the government liber-
alises the business and trade environ-
ment,” said Tarelk Sultan, chief execu-
tive of Kuwait-based logistics com-
pany Agility. :

“There will be lots of openings if it
[the government] comes up with an
encouraging law for the new zone,
and then thinks about getting the pri-
vate sector to do more of what the
governmentdoes.”

Options include 100 per cent for-
eign ownership rules, relaxing labour
laws and even breaking long-held
taboos such as serving alcohol.

Such liberalisation would no doubt
be controversial in Kuwait’s conserv- -
ativeIslamicsociety.

A former government official iow
in the private sector fears the costs
related to the project threaten the
social contract through which the
state provides a comfortable life for
its citizens.

He also fears it will cede control to
China, which is limbering up to fund
the project. “Thisis goingto costalot
of money,” he said. “The people have
their doubts and see it is a money
making scheme for the big families,
which will corrupt the country.”

Abu Abdullah, a retired engineer,
shares widespread concerns about
opening up the country. But he says
attracting global partnerships
trumps parochial prerogatives. “For
the future security of Kuwait, we
must set aside such concerns,” he
says.
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Kuwait is arare success story
— ahaven of stability and
prosperity inaturbulent
region. Twenty eight years
after the Iragiinvasion and the
American-led response which
restored independence, the
country’s living standards are
among the highestin the
world. Kuwait'’s oil industry,
like its government, is
professional and meritocratic.
Therule of law applies and the
sectarian conflicts which are
threateningthe region are
muted or absent. But what
comesnext?

.The global energy market is
changing. The countries of

Asianowdepend on oiland gas
from the Middle Eastnot the
US. Energy supplies are
plentiful — prices mayrise due ;
toa confrontation between 4
Washington and Tehran orthe
threat of a war between Saudi
Arabia andIran — but the
value of oilisnot driven by any
shortage. The costs of solar
and wind power are falling and

| There is no such
thing as fofal

will fall more asthe production independence
of solar panelsandturbinesis | and secy rity in
standardised. ‘

We have yet to see the full an areaas
s s G volatile as the
technologies which could .
transform the economics of Middle East
energy supply and W L e R Dl

consumption. Norhave we
seen the implications if
climate change accelerates —
in 2016, the mercury hit a high
of 54Cin Kuwait — and begins
to threaten the interests of key
communities,

Where does Kuwait sitin all
this? Too worldly and
intelligent to deny any of these
risks, Kuwait continues to take
advantage of its strategic
advantages of low-cost oil and
good governance.

Formany years the Kuwait
Investment Authority, the
state’s sovereign wealth fund,
has built up a strong pertfolio

. ofglobalinvestments.

rises in line with capacity from
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