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Executive Summary
Ninety percent of private companies in Kuwait are considered small or medium 
enterprise. The COVID-19 pandemic was a black swan event that brought the SME 
segment in Kuwait to a standstill. Most of the companies in the SME sector in 
Kuwait were operating with limited cash reserves and when the pandemic hit, a 
large portion of the segment were unequipped to handle a halt in operations due to 
partial and full lockdowns. Economic measures to mitigate the situation were tepid, 
and the conversation revolved around offering low-interest credit for salaries, rent 
and inventory. 

The first round of mitigation measures did not help the sector and recently, the 
government announced that along with paying the interest on behalf of the SME clients, 
the government would also guarantee 80% of the loan. That said, guaranteeing loans 
must be approved by parliament. The law needs to take into consideration the cost on 
the banks to draw up the loan documents and cost on the SMEs for complying with 
the new law. An example of not to do could be the “main street lending program” in 
the United States of America; the complexity of the program failed to entice lenders 
and borrowers.  



Powered by

Kuwait SMEs | 3

Key Facts and Numbers
•  In Kuwait, SMEs are defined based on number of 

employees, asset size and revenue size. Entities 
that employ less than 50 Kuwaiti people and have 
an asset base of less than KD 500,000 with revenues 
of less than KD 1,500,000 are considered as SMEs1.

• In Kuwait, SMEs contribute around 3% of the GDP, with the gross value added by 
the SMEs of KD 1,216 million (2019). In comparison, the share of SME’ contribution 
to GDP is around 40% in emerging economies, 50% in high-income economies 
and 53% in UAE2.

• 40% of SMEs are in wholesale/retail trade and hotels and restaurants, and 33% in 
construction and industry sectors3.

• It is estimated that there are approximately 25,000 to 30,000 SMEs in Kuwait, 
representing about 90% of total number of companies4. 

• In terms of national workforce of around 390,000, 81% of them are employed 
in the public sector. Private sector accounts for 19% of the total or 73,500 
people. Less than 7% of Kuwaiti national workforce or about 27,000 work in 
the SME sector5. It should be noted that business owners generate and provide 
employment opportunities.

1 National Fund for SME Development’s definition of SMEs
2 World Bank, Federal Competitiveness and Statistics Authority (UAE)
3 IMF, Gulf Invest Corporation
4 Stephen Hertog, Benchmarking SME Policies in the GCC
5 Kuwait Labor Market Information System, TICG: Post Oil Gulf - SMEs to the Rescue

90% of private compa-
nies in Kuwait are con-
sidered Small or Medi-
um Enterprises
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COVID-19 Economic impact 
on Kuwait SMEs
• SME sectors affected by COVID-19 lockdown in 

Kuwait includes wholesale and retail trade, medical 
services, consulting and marketing, cleaning and 
backup services, Development and design, food & 
beverages, technology and communications. 

• Most of the small enterprises have limited cash 
reserves, and therefore the loss of revenue, negative 
demand shock and temporary business closure will have severe impact on its 
cash flow. The production and demand loss will essentially affect SMEs ability to 
resume work. 

• Labour shortage, due to restrictions on movement, will have strong impact on 
SMEs, especially on the hotels and restaurants, retail and construction segment. 

• A few local newspapers indicated that the business sector obtained 2.7 billion 
dollars in financing from local banks from April to mid-June 2020. The said amount 
does not necessarily include new facilities. Most likely, the amount is based on 
previous agreements.

Limited cash reserves 
coupled with labor 
shortages in the SME 
segment due to COV-
ID-19 lockdown is brew-
ing the perfect storm. 
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Support to SMEs
• National Fund for SME Development (The SME 

Fund), set up with a capital of KD 2 billion, provides 
loans for SMEs with the maximum financing offered 
up to KD 500,000 per company. The average loan 
size per borrower approved by The SME Fund in 
2016-2017 for small businesses was KD 67,800 and 
for medium size businesses was KD 392,9206.

• From 2016 until businesses suspension due to 
COVID-19, The SME Fund funded around 870 SMEs, 
at a cumulative cost of KD 151 million (or USD 498.5 
million). This constitutes only 7.5% of the slated KD 2 billion capital of The SME Fund.

• Prior to the establishment of The SME Fund in 2015, banks, industrial bank of 
Kuwait, funds and portfolios and Kuwait Small Projects Development Company 
(A Kuwaiti Shareholding Closed Company) have been the principal source of 
financing for the SME sector in Kuwait.

• One of the primary requirements to apply for the loan is that the SMEs must 
comply with Kuwaitization quota by 2021 to benefit from the loan.

• To support the SMEs during COVID-19 pandemic, The SME Fund and banks will 
provide loans on concessional basis to SMEs (Council of Ministers’ decision No. 455  
in 31/3/2020).

• The primary objective of the funding is to fund cash flow pertaining to payment of 
rents, salaries and payments to suppliers.

• Apparently, the decision No. 455/2020 did not encourage banks to provide loans 
to SMEs. A new law was proposed guaranteeing 80% of the loan by government. 
This law provides SME companies with the opportunity to apply for a loan with a 
maximum loan value of KD 250,000 mainly to pay for salaries and rent.

6 Derived from statistics given in The SME Fund Annual Report for 2016-2017

Decision No. 455/2020 
did not encourage 
banks to provide loans 
to SMEs. Therefore, a 
new law was proposed 
guaranteeing 80% of 
the loans by govern-
ment, which is still 
pending. 
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Support to SMEs (Continued)

• The loan has a tenor of a maximum of 4 years at 2.5% interest rate. The government 
will cover 100% for year 1 and 2, 90% for year 3 and 80% for year 4. There is 
an intention/recommendation to guarantee all support loans/grants by the banks 
with up to 80% and 20% of the exposure is to be borne by the creditor. 

• Central Bank of Kuwait (CBK) has extended incentives to banks to lend to SMEs 
by reducing the risk weights for SME loans, but further lending to the SMEs by 
the banks (expected at 20% of total loans, with The SME Fund funding 80%) may 
not be easily forthcoming due to many reasons, including that the collaboration 
mechanism between banks and The SME Fund is not clear and a law is needed 
for the government to guarantee 80% of the loan. 

• The loans are granted only to existing clients of banks and the business should 
be in a value-adding sector to the national economy. The SME business should 
also be capable of creating national employment. The business should have 
been profitable pre-COVID-19 and should not have defaulted on any of its loan 
obligations. The business should also belong to a sector that has been affected by 
lack of mobility due to COVID-19. The SME borrower should also not distribute any 
profits as dividends during the period of loan. All these conditions are designed 
to safeguard the lender from credit default risk. However, they risk turning away 
majority of prospective borrowers due to these conditions. 

• Coordination between related authorities is still anticipated.
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Possible Ways to Mitigate the Impact
• Enforcing procurements law. SME’s will need local 

procurement support by K-companies and other 
government agencies in order to revive the demand.

• Empowering The SME Fund to delegate its operations 
to the private sector and let the fund remain as only  
a regulator.

• Supporting The SME Fund with capital to grow 
the SME sector. If the news about the lack of additional funds from the General 
Reserve Fund to The SME Fund is true, this may hinder the SMEs ability to obtain 
credit facilities.

Supporting The SME 
Fund with capital and 
empowering it to del-
egate part of its oper-
ations could save the 
SME sector.
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