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PREFACE

The Irag-Kuwait Crisis of 1990 and the subsequenthulf War 1I
marked a turning point in the history of Indo-Kuwaiti relations. India's
ambivalent stand during the war caused a severe set back in the
relations betWéen the two countries. However, not withstanding the
strained relationship preceding and during the course of the war, both
the countries made several efforts to normalise their ties in the post-war

phase.

The Gulf has been a major source of oil to India. Kuwait is one of
the major contributors in this féctor and India occupies second place
next only to Japan in its oil imports from Kuwait. The Gulf Crisis of 1990
accentuated the already existing energy crisis in India. The invasion of
Kuwait by Iraq led to the decline of ‘the supply of crude oil from Kuwait
and Iraq as well. The events in Kuwait had its implications in India not
only on the economy but also on Indian migxiants in Kuwait. The Crisis
had led to the return of Indian migrants, which reéulted in the loss of
their financial and material assets. The Gulf Crisis caused strain in the
relation between India and Kuwait because of the ambivalent stand

taken by India during the crisis.

The present study is concerned with the Indo-Kuwaiti relations

after the Gulf crisis. It is necessary for us to understand the response of



Indian government towards the crisis and the reasons for the strain in
the relations between India and Kuwait. With the shift of India's foreign
policy the relations between India and Kuwait were normalised which
resulted in the various agreements and joint ventures between the two
countries for the mutual benefit. This study also deals with the
enhancement of the political, diplomatic and economic relations in the
post-Gulf war II phase. Indians in Kuwait has been a major factor in the
bilateral relations and how far Indians were able to cope with thé Gulf
crisis and how far they were able to erase the bad memories from the

minds of Kuwaitis which they had about India during the crisis.

The method adopted in this study is both historical and analytical.
This study is based primarily on official reports, documents, books,
periodicals, newspapers etc. This study is divided into five chapters and

the details of the contents are as follows.

The first chapter is Introduction in nature, which gives the brief

historical overview of the relations between India and Kuwait till 1990.

The second chapter deals with the political and diplomatic
relations between India and Kuwait in the Post-Gulf War II phase. An
attempt has been made in this chapter to analyse the factors responsible

for the normalisation of the relations that were at very low ebb during the

it



crisis. It will also analyse to what extent the global, regional and bilateral
factors have been résponsible in shaping the process of normalisation.
This chapter makes a chronology of major agreements and Memorandum
of Understanding (MOUs) signed between two countries in the realms of
diplomacy, politics and defence. A special attention is given to the Babri
Masjid demolition issue to show to what extent religious sentiments
affgcted otherwise mutually beneficial bilateral relations and to what
éxtent Pakistan is a factor in Indo-Kuwaiti relations. A special emphasis

is given on the Prisoners of War (POWs).

The third chapter chiefly Erevolves around the economic relationé
between the two countries. An attempt is made to assess the economic
relations against the backdrop of India's policy of economic liberalisation
and changing patterns of trade between the two countries. It deals with
the balance of trade and the major joint ventures between India .and
Kuwait. It also makes an attempt to recognise the thrust areas for the
joint ventures between the two countries. In the end, an analysis is made
whether the economic liberalisation of Indian economy has really helped

in balance the trade with Kuwait.

The fourth chapter analyses the Indians in Kuwait in the socio-
cultural context. It attempts to study the role of Indians in Kuwait in

sustaining and strengthening the socio-cultural relations between the



two countries. An attempt is made to analyse the composition of
workforce and the working -cohditions of Indian labour in Kuwait. It also
deals about the plight of Indians and the loss inflicted on the Indian
workforce during the crisis. It also deals with the remittances sent by the
Indian work force and to what extent, these remittances help the migrant
families' back home in improving their economic condition and the

standard of living.

The fifth chapter is the conclusion which sums up critically the

analyses of the issues dealt in the previous chapters.



Chapter -1
INTRODUCTION




Geographically, located in the south of Asia and surrounded by
the Arabian Sca,. Bay of Bengal, Indian Ocean and the Himalayas,
India occupies an important place in regional and order. The two
Indian seas, Arabian Sea and Bay of Bengal that encircle the coasts of
India, had a good number of harbours and emporiums which were the
centre of exports and imports of India. And across the Arabian Sea
from the western coast of Indian sub-cohtineﬁt lies the Arabian
Peninsula.! The antiquity of India's relations with the Arab world can
be traced back to the third millennium B. C. The presence of Indian
traders from Makran and Baluchistan in the cities of Elane and

‘Sumer, a little closed society with its own rites and customs,?
provides us the evidence of trade and commercial ties between the
Indians and Arabs even during the ancient times. The trade was
predominantly sea borne and Mohenjadaro was probably a busy ﬁbrt
carrying on trade with Ur ,andb Kish and perhapsvalso With Egypt.3
Among the commodities of trade, cotton was an importanf one and
the Indian cotton was known in the Arab world as 'Sindhu'and this in

turn passed on to Greek in the form of 'Sindon'* India’s cultural as

1 M. S. Agwani, Contemporary West Asia, (New Delhi, Har-Anand Publications,
19995), p. 24.
2 Magbul Ahmad, Indo-Arab Relations, (New Delhi, Indian Council for Cultural

Relations, 1969), p. 78.
3 Ibid., p. 1.

4 Ibid., p. 78.



well as scientific ties with the Arab World established as early as the
eighteenth century. The Scientific literature of India introduced on the
academic institutions and centres of higher learning and reseafch in
Baghdad belonged to Maurya and Gupta period.5 And in the end of
eighteenth centrury A.D, astronomy was introduced in Baghdad. The
Sankrit astronomical works, introduced at that time were Aryabhatiya
by Aryabhat of Kusumapura and Khandakhadyaka by Brahma Gupta
and a number of Arab astronomers engaged themselves in the study
of the Indian works.6¢ Along with astrohomy, mathematics is also
introduced to Arabs by the al-Fazari, who translated the sanskrit
mathematical treatises into Arabic. The Indian numeral system and
the concept of zero beqame widely spread throughout the Arab worid.7

Kuwait, a tiny oil rich country is situated in the northwest
extreme of the Persian Gulf with Saudi Arabia at the northwestern
border. The history of present day Kuwait dates back to 1750 AD
when the Utub tribe assumed power in the region which was
previously a part of the Ottoman Empire of Turkey. The rule of Al-
Sabah family began in 1750 when the people of Kuwait decided to

appoint a Sheikh to administer their affairs and provide them with

s Ibid., p. 10.
6 Ibid., pp. 11-12.
7 Ibid., p. 13.



peace and security and represent them in their dealings with the
Ottoman governm'ent.8

In the late 1770s the raids of Wahabis, tribe of Central Asia,
frequently threatened Kuwait. To protect them from the Wahabi's
incursion, Kuwait came in close contact with the English East India
Company. The English East India Company had established its
centres in the Gulf to facilitate -the despatch and distribution of
merchandise. Kuwait, highly prosperous during the first half of the
eighteenth century, thus served as an important transit point for the
passage of Indian goods to West Asia and Europe.? The relation
between India and Kuwait flourished during this period. The main
imports from India were teak especially for ships, muslin, cotton,
spices, fruits and'other luxuries while Kuwait exported pearls and
da;tes and Kuwaitis used to carry goods to and from India.l0 Kuwait
signed a treaty with Britain in 1899, on account of the fear of external
aggression and in return they surrendered their external affairs to
Britain which ultimately led to the influence of Britain in the vital

sectors of the government.

8 Gyaneshwar Pathak, "Indo-Kuwait Relations: An Overview" in A. K. Pasha,
(ed.), India and Kuwait: Strategic, Economic and Political Developments,
(Delhi, Gyan Sagar Publications, 1999), p. 244.

9 Mirza Nehal Ahmad Baig, "Indo-Kuwait Relation: Areas of Cooperation in A.
K. Pasha (ed)"India and Kuwait", p. 259.

10 Ibid.



Both, India ar;d Kuwait were under the rule of a common
colonial power, which provided an additional opportunity for constant
interaction between the two countries. During the ﬁfst half of the
twentieth century, the volume of trade between India and Kuwait
reduced due to the two World Wars. India's Independence in 1947 did
not hinder anyway but continued the relationship with Kuwait. The
political ethos generated by India's freedom struggle, particularly the
events since 1920, exercised a remarkable influence on free India's
official policies and popular attitudes towards the Arab problem.!!
India's freedom struggie created awareness among the Arabs
including Kuwaitis about the virtues of democratic form of
~ government based on the principles of equaiity, fraternity and liberty
and they realised their rights.12 The people of Kuwéit demanded
complete freedonﬁ from Britain particularly the freedom to determine
their foreign affairs. Kuwait became independent and the ruling
Sheikh became the new Amir of Kuwait on 19 June 1961. In
December 1961, the elections were held for the first time in the
history of Kuwait, to elect 20 membere for the Constituent Assembly
to draw up the Constitution of Kuwait. The Constitution was ratified

on 11 November 1962 by the Amir of Kuwait, Sheikh Abdullah Al

11 M. S. Agwani, p: 219.

12 Gyaneshwar Pathak, p: 241.



sabah.13 The first parliamentary elections were held on 23 January
1963 based on the provision of the Constitution and 50 members
were elected for .the National Assembly. Though “the elections were
held in the absence of formal political parties and the candidates
contested the election as independently, it paved the way for the
formation of the democratic form of the government which was fully
capable of fulfilling its citizens’ rightful demands.”14

The Independence of Kuwait opened a new chapter in the bilateral relations
of India and Kuwait. The contours of bilateral cooperation expanded and the terms
became friendlier resulting in many political, economic and cultural agreements
between the two oountrieé. Moreover, there was a broad convergence of perception
on many crucial issues such as democracy and secularism and i)ﬁnciple and
ideology of Non-Aligned Movement. This cornmonality of political approach brought
the two countr’{es more closer. In the first Kuwaiti crisis, when Iraq headed by
Premier Abdul Karim Qasim claimed its stakes dn Kuwait within six days of its
iﬁdependenoe on 25 June 1961. India supported Kuwait's independence and India
became the first non-Arab country in Asia to recognise Kuwait as a sovereign
independent state.l5 Kuwait reciprocated to the good will gesture of India by

condemning the Chinese aggression on India in 1962. The Amir of

13 Gyaneshwar Pathak, p: 246.

14 Ibid., pp: 246-247.

15 Isteyaq Ahmad, "Indo-Kuwait Relations: Historical Background and Trade”,
in A. K. Pasha (ed),"India and Kuwait", p: 233.



Kuwait termed the Chinese aggression as "the‘ naked aggression
against India" Iand supported India in ‘its struggle.16 A delegation led
by the Crown Prince of Kuwait, Sheikh Sabah Al-Saleem Al-Sabah
and Prime Minister, Sheikh Sabah, visited India on a thirteen day visit
and assured support to India's stand point on the Sino-Indian and
Indo-Pak disputes .b_y calling for direct negotiations without any
outside interference for solving all outstanding problems. Kuwait and
India signed various agreements on non-alignment, peaceful co-
existence and partial test ban treaty.1?

During the Indo-Pak war of 1965, there was large-séale
resentment against India in Kuwaiti press, but the government
remained neutral. In April 1966, Kuwaiti Minister for Commerce and
Industry visited India and as a result of which a Joint Indo-Kuwaiti
committee was formed to'. identify the industrial and technical areas
for coc.)peration. During the Indo-Pak war of 1971, Kuwait along with
other Gulf States declared their solidarity with Pakistan and strongly
denounced India as an aggréssor. Kuwait criticised India for being
responsible for the dismemberment of Pakistan, though there was a
concern for the refugee problem because of the inflow of 10 million
refugees from East Pakistan. During this period India's relations wifh

Kuwait stood at low ebb. But the set back was temporary and the

16 Ibid., pp: 233-234.

17 Ibid., p. 234.



relations became normal when the External Affairs Minister of India,
Swaran Singh, visited Kuwait in 1971 and held talks with Kuwaiti's
Foreign Minister, Sheikh Sabah Al-Ahmed Al-Jaber. Both the sides
agreed to establish an inter-governmental joint committee for
economic and technical cooperation.!8 In 1973, the delegations from
India and Kuwait reached an agreement according to which India
would purchase Urea, Ammonia, Sulphur. and Petroleum products
from Kuwait.l® In 1974, the Indian Commerce Minister
D.P.Chattopadhyaya.and Kuwaiti Minister of Commerce and Industry,
Khaled Al-Adasani signed a long-term trade agreement. The
agreement had the validity of five years initially but renewable
automatically after ev;:ry five years. This agreement resulted. in the
formation of a Joint Committee to identify the fields, projects- and
commodities for expansion of economic cooperation and promoting
trade exchange between the two countries.?0 This trade agreement
further enhanced the volume of exports and impofts between the two
countries. In February 1974, both the countries signed an agreement
providing the operation of airlines between India and Kuwait and in
1977, the Indian Minister for Industry visited Kuwait and reiterated

India’s support to the Arab cause and also the participation of India in

18 Mirza Nehal Ahmad Baig, p: 264.
19 Ibid., p: 262.

20 Ibid., pp: 262-263.



the economic developments of the Sheikhdom.?! In 1979, India
enjdyed a near monopoly on certain commodities like galvanised iron
products and casf iron pipes. By the end of 1970s, Indian projects in
Kuwait were worth Rs. 2029.9 millions covering the construction of
bridges and fly overs, water supply and sewage air port terminals and
runways, schools, Universities, hospital buildings and other office
buildings.?2 The EPI got the five .major projects including Rs. 2300
millions for Ardiya Housing complex in joint ventures with a Japanese
company, the Institutional Authority of India (IAAI) along with EIP,
built the Kuwait’s International Airport and the lighténing tower,
MECON and HSCL got a contract to build roads, highways, an oil
'reﬁne:ry and a sponge iron plant and ACC has built a cement
factory.23 Among the private companies of India Parley’s have set ﬁp a
soft drink and bottling plant in Kuwait, Biecco Lawrence have
established an electrical repair shop and West Erectors and Fedders
Lloyds are engaged in insulation of thermal station, fertilizers and
distillation plants and the major contract got by India was the
prestigious project of constructing a gaint township at a cost of $ 185

millions, the largest contract awarded by Kuwaiti Government to a

21 Ajaynath Jha, p: 300.
22 Isteyaq Ahmed, p: 235.

23 Ibid.



foreign company.”?* The 1970s saw the improvement in the bilateral
relations with the visit of the various ministers from both the sides.

In September 1980, the visit of the Amir of Kuwait, Sheikh
Jaber Al-Ahmad Al-Jaber Al-Sabah opened up a new chapter in the
bilateral relations between both the countries. Kuwait offered to
provide investment for selected projects and also showed readiness to
sponsor many joint ventures and the areas envisaged for cooperation
were paper, pulp, drugs and pharmaceuticals, hotels, hospitals,
cement and fertilizers.25 In .1981, Kuwait signed an agreement with
India to supply oil, when there was a shortage of oil in India due to
the Iran-Iraq War. The Amir's visit was reciprocated by the visit of the
then Prime Minister, Indira Gandhi, to Kuwait in May 1981. The
discussions were mostly related to the .problem of regional secﬁrity
and for the further expansion of economic relations between India and
Kuwait.26 During this visit, the government of India announced to
offer 26 to 40 per cent equity shares to the Gulf investments and 19
new areas were identified for the joint ventures.2’ The visit of the
Prime Ministef, Indira Gandhi strengthened the relations between the

two countries. "Her visit was undertaken at a time where the very

24 Ibid., pp: 235-236.

25 Ajaynath Jha, "Indo-Kuwait Relations: Growing Economic Cooperation” in A.
K. Pasha, India and Kuwait, p. 305.

26 Mirza Nehal Ahmad Baig, p: 265.

27 Isteyaq Ahmad, p: 235.



centre of US policy had been shifted from Europe to the Gulf region.
Moreover the American role in the Arab-Israeli conﬂiét, the ongoing
Lebanese crisis on the one hand and the US experiences in Iran on
the other, led to the increasing awareness of the national interests as
shown by the Gulf States to resist from getting sucked into the new
theatres of confrontation opened up by Ameriéa in such a strategically
sensitive area and hence her visit was directed in the wide context of
immediate and longer interests of both India aﬁd Kuwait."28 Her visit
focussed not only the economic benefits, but also the security
concerns in the region. The 1980s saw the further enhancement of
the relations between India and Kuwait-due to the mutual interests of
both the countries.

On 2 August 1990, Iraq invaded Kuwait. Iraq and Kuwait had a
long-standing dispute regarding the Rﬁmaila oil field. Iraqgi’s claim on
Kuwait dates back to 1936-41, and it was then based on the fact that
Kuwait was a part of Iraq during Ottoman rule énd this claim was
reiterated during Kuwait’s Independence in 1961.2%9 Within six days of
Kuwaiti’s Independence Iraq’s premier, Abdul Karim Qasim
challenged the Kuwait’s Independence and claimed sovereignty over
Kuwait. Kuwait, however, rejected the Irag’s claim and announcéd

that it would defend its independence and territorial integrity. Kuwait

28 Ajaynath Jha, pp: 301-302.

29 A.H.H. Abidi, p: 129.
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requested the help of Britain and the British troops started moving
towards Kuwait and Britain also passed a resolution condemning
Iraq, but the resolution was defeated by a Soviet veto.30 By the
interference of Arab League Mi’nisterial Council, Kuwait was.
recognized as an independent sovereign state and was admitted into
the League of Arab States as its eleventh member on 21st July, 1961
and it became the member of United Nations on 14 May 1963.3! There
was a continuous threat from Iraq to.Kuwait and there were instances
when Iraq has occupied some of the territory of Kuwait and in
septemﬁer 1976, Iraq criticised the Kuwait regime and revived their
claim to the entire state of Kuwait and there by mobilized the troops
to occupy a small area in the northern part of Kuwait.32 After this
claim, Iraq and Kuwait held negotiations and agreed to appoint a
committee to reduce the problems like smuggling and encreachment
on their borders, but no agreement was reached on the alignment of
their boundary line.33 Immediately after the Iran-Iraq war in 1988,
‘Iraq agreed for the- demarcation and the two states agreed to
constitute a joint committee to undertake the task. But this time,

Kuwait refused the offer of Irag’s claim of Bubiyan. And again in

30 Ibid., p: 134.
31 Ibid., p: 135.
32 Ibid., p: 138.

33 Ibid.
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October 1988, Iraq sent its army into the territory of Kuwait and the
army marched into the Kuwaiti territory up to a depth of 20
kilometres, however, the latter ;etrieved the situation and Iraq
withdrew its troops from Kuwait territory.34

In 1990, according to Iraq, the Kuwaitis had been extracting oil
from the disputed field for its own benefit depriving Iraq of its rightful
share. Iraq also charged that Kuwaitis had been over-producing oil
and are doing all this intentionally to bring the international price of
oil to a low level to stall the economic reconstruction of Iraq in the
wake of eight years Iran-Iraq war.35 The President of Iraq, Saddam
Hussein demanded from Kuwait a compensation of US $20 billions for
oil that Kuwait allegedly stolen from the Rumaila oil fields and US $12
billions war time loan be written off. Iraq also clairﬁed the Bubiyan
and Warbah islands in the Gulf and demanded an access to the sea
through Kuwait.3¢6 Kuwaiti rejected the demands and a high level
meeting was held on 1 August 1990 at Taif between the Iraqi Vice-
President of the Revolutionary Command Council, Izzat Ibrahim and

Kuwaiti Prime Minister, Sheikh Saad Al-Abdullah Al-Salim Al-Sabah

34 Ibid., p:139.
35 Agwani, p:-60.
36 Derbani Raychaudari, "The Gulf-War: A Challenge to India's Foreign Policy”",

in Arun Kuamr Banerji (ed.), The GulfWar and the Energy Crisis in India,
(Calcutta, K. P. Bagchi & Company, 1993}, p. 68.



and however talks failed, and soon Iraq invaded Kuwait on 2 August
1990 and declared it as the 19t province of Iraq. |

Iraq's invasion of Kuwait caught the Government of India
unaware as many other countries. Iraq's invasion coincided with the
collapse of the Soviet Union and the emergence of United States as
the sole super power in the New World order. Iraq'.s invasion evoked a
global criti;:ism. Initially, India disapproved of Iraq's invasion but did
not condemn it. The stand taken by India was criticised by Kuwait as
ambiguous and ambivalent but later India did strongly conderﬁned
Irag's action and called for an unconditional withdrawal of Iraqi forces
from Kuwait. The shift in the policy of India has to be seen in the
global scenario. The collapse of Soviet Union was a major blow for
India, which had been an ally and a source of diplomatic support and
beyond that it provided arms and a good market for Indian goods.37
India had to change its foreign policy and adjust it according to the

existing New World Order.

37, G. P. Ramachandra, "India's Foreign Policy in Post Cold War Era", in K.
Raman Pillai, (ed.), Indian Foreign Policy in 1990s, (Delhi, Radiant
Publishers, 1997), p. 26.



Chapter - 11
INDO-KUWAITI POLITICAL AND DIPLOMATIC RELATIONS




The act of Iraq’s invasion of tiny oil rich country Kuwait, on 2
August 1990 was condemned throughout the world and they called
for the immediate withdrawal of Iraqi fo‘rces} from Kuwait. India
disapproved Iraqgi's action and later demanded its immediate
withdrawal from Kuwait, buf as a major power in South Asia and the
leading member of Non Aligned Movement (NAM) did not take any
worthwhile diplomatic initiative to resolve the Gulf co.nﬂict.-1 India’s
traditional ties with Iraq restrained India from taking a stand against
Iraq. After India’s Independence in 1947, the relations between India
and Iraq improved considerably and Iraq remained neutral durihg the
Indo-Pak war of 1965 and 1971 while many Arab States stood against
" India during the Indo-Pak war of 1971. India’s relations with iraq '
have always been stable which improved further in the light of various
agreements of mutual benefit and cooperation. More than all these, it
is a matter of politico-strategic gratification to India that Iraq has been
the only country in the OIC to have always supported India’s position
on Kashmir.2 Under these circumstancesJ India was restrained from
taking a hard position against Iraq. India’s domestic turmoil due to
the Mandal Commission report further restrained India in actively

- participating to resolve the Gulf crisis. As India did not take any stand

. ! J.K. Baral and J.N. Mahanty, “India and the Gulf crisis”, Pacific Affairs, 65(3)

1992, p. 371.

2 P.S.Jayaramu, "India and the Gulf Crisis" in Arun Kumar Banerji's The Gulf
War and the Energy Crisis in India, (Calcutta, K.P.Bagchi and Company,
1993}, p.39.
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openly, Kuwait and other GCC states assumed that India supported
Iraq, which created misunderstandings between India and Kuwait. On
account of India's ambivalent position the relations between India and

Kuwait stood at low ebb.

The V.P. Singh led National Front Governmént in 1990 confined
its energies mostly to the evacuation of 1,72,000 Indian nationals in
Kuwait and to ensure the uninterrupted supply of crude oil to India.
Though I.LK.Gujral, the then External Affairs Minister of Indié, was one
of the few foreign dignitaries who were able to visit iraqi occupied
Kuwait and met President Saddam Hussein, the meeting conﬁned to
the evacuation of Indians and while returning he brought along with
him the first batch of two hundred stranded Indians.3 And befween
August and October 11, 1990, the Air India operated a total of 477

flights to evacuate the 1,60,000 Indians from Iraq and Kuwait.4

Kuwait was not only dissatisfied with the stand taken by India
during the Iragi occupation but it expected India to condemn in
strong terms the Iraqi occupation which India did not do till then.
Kuwaiti government expressed their displeasure in numerous ways.
The Foreign Minister of Kuwait did not hesitate to stress their

gratefulness to Pakistan for its support and he said, “Pakistan’s

3 The Hindu, 23 August 1991.

4 P.S.Jayaramu,pp:40-41.
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position was very clear and we are grateful to it that it stood with us
and those who stood by us we say thank you and those who

supported Iraq let them deal with it.”s

Kuwait not only supported Pakistan in getting a resolution on
Kashmir passed in Organisation of Islamic Conference (OIC) but also
made Pakistan one of the major beneficiary in the huge post-war

reconstruction programme of Kuwait.6

The change of government in India has also changed its policy
on the Gulf Crisis. The then Prime minister of India, Chandrasekhar,
took a pro-Kuwaiti stand and called for an unconditional withdrawal
of Iraqi forces from Kuwait. India’s support to the resolution No.
678 /November 28. 1990 which recalled and. reaffirmed its earlier
resolutions 660, 661, 662, 664, 665, 666, 667, 669, 670, 674, and
677 and which gave a final ultimatum to Iraq to withdraw its forces by
15 January 19917 and the permission gfanted to the refueling of the
American‘war planes at Bombay, Madras and Agra airports eased the
tension between India and Kuwait, though the refueling of war planes
had led to lots of criticism of government within the country. The shift

in the policy of the Indian government has to be seen in the domestic

5 The Hindu, 1 November 1991.

6 Bansidhar Pradhan, "Indo-Kuwaiti Relations:Back on the track" Link, 8
March 1992,p:25.

7 Magsudul Hasan Nuri, "India and the Gulf Crisis" BIISS Journal, vol: 13, no:
1. January 1992, p: 25.
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as well as in the global context. Domestically, India was faced with
several problems i.e.,the government’s decision to implement the
Mandal Commission report and “the communalization of Indian
politics by L.K. Advani and Co. through the infambus Rath Yatra over
the Mandir-Masjid dispute in Ayodhya”.8 India also faced the loss of
crude oil supplies from both Iraq and Kuwait which compelled New
Delhi for alternative supplies and India lost nearly $3 billions in
foreign exchange alone whiéh includes $ 2.36 billions of extra import
of oil, $200 millions to evacuate the Indians from Kuwait and $ 200
millions as loss of exports to these two stafes and about $ 200
millions as loés of remittances sent by Indian migrants from both the
countries.? These, along with other economic compulsions made
India to seek IMF loans. In the Post Cold War era, United States’, that
emerged as the sole super power, support became very crucial in
getting the IMF loan for India. This can be seen as the background for
the shift in India’s policy during the crisis and the support of India for

most of the United Nations Security Council’s resolutions.

Kuwait’s Minster of state for Home Affairs, Dr. Abdur Rehman
Al-Awadhi visited India and explained the destruction caused to

Kuwait by the invasion and sought India’s support and assistance for

8 Bansidhar Pradhan, p: 26.

9 A.K.Pasha, India and West Asia: Continuity and Change, (Delhi, Gyan Sagar
Publications, 1999),p: 62.
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tackling the many tasks ahead of his country.10¢ Awadhi’s visit can be
éonsidered successful ‘as Iﬁdia extended its support in the
reconstruction of Kuwait. After the evacuation of Iraqi forces from
Kuwait, Madhav Sinh Solanki, the then External Affairs Minister of
India, visited Kuwait in February 1992 and this was India's first high
level official visit to Kuwait after its liberation. The Minister held talks
with Amir of Kuwait, Sheikh Jaber Al-Ahmed Al-Sabah and Deputy
Prime Minister and Foreign Minister of Kuwait, Sheikh Salem Al-
Sabah. Solanki was able to erase the misunderstandings that Kuwait
had about India’s position during the Crisis. During this visit, a
bilateral cooperation agreement was signed which provicies the
establishment of an Indo-Kuwait Joint Commission.ll Mr. Habib
Jowher Hayat, Communication Minister of Kuwait, visited India in
February 1992 while Solanki was still in Kuwait and a Memorandum
of Understanding on bilateral cooperation in the field of information
was signed and India assured to help on reconstituting Kuwait’s
telecommunication network. A significant outcome of the visit was the
Kuwait’s support to India’s stand on Kashmir despite the fact that the
Government of Kﬁwait had supported Pakistan on Kashmir issue in

the successive meetings of OIC. The rulers of Kuwait assured that

10 Mirza Nehal Ahmad Baig,"Indo-Kuwaiti Relations:Areas of Cooperation"in
A.K.Pasha'"s India and Kuwait:Strategic,Economic and Political developments,
(New Delhi,Gyan Sagar Publications,1999),p:268.

1 Annual Reports, Ministry of External Affairs, Government of India,1992-93,
p:48.and in The Times of India, 8 December, 1992,
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they would advise Pakistan to resolve the disbute' bilaterally and
amicably in accordance with the 1972 Simla agreement.l2 When
Kuwait and India decided to enhance its relations and carry on with
the already existing ties, the demolition of Babri Masjid occurred and

it had its repercussions in the entire Arab World including Kuwait.

THE DEMOLITION OF BABRI MASJID

On 6 December 1992, the Babri Masjid, which was a 450 old
structure, was razed on ground by frenzied karsevaks, who stormed
the disputed Ramjanmabhoomi- Babri Masjid site for the construction
of Ram Temple. This unpardonable act of vandalism was criticized
through out the world especially in the West Asian countries. The first
statement in West Asia came from the General Secretary of OIC, Mr.
Hawid-Al-Ghabid, who denounced the demoliﬁon and said, “the
Indian Government allowed fundamentalistv Hindus to cause damage
to the gre_:atvsymbol of Islam in India, light must be shed on this
barbarous act and those responsible must be punished.”13 The GCC
described the events as “sacrilege and unpardonable act” and adopted
a resolution, which expressed its deep condemnation of the Babri
Masjid demolition, which was described as a crime against Muslim

holy places.14

12 - Bansidhar Pradhan, p: 26.
13 The Times of India, 8 December 1992,

14 Annual Reports, 1993-94, p. 32.
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In Kuwait, the people and the press reacted with outrage and
anger to the demolition of Babri Masjid, though the Kuwaiti
Government’s reaction was subdued and muted on account of the
improving bilateral relations with India. The Kuwaiti press had
reacted sharply to the demolition of Babri Masjid and one editorial in
the Kuwait Times on 7 December 1992, describ'ed the event as an

assault on Muslims and further says.

“something outrageously incredible ha.s happened. How strongly
one wishes it had never happened... Security forces could not do more
than just watéh the bizarre spectacle... The demolition of the
mosque... could have been prevented by authorities. That' was not
done and the outrage was allowed to happen as something inevitable.
Enforcing a court order remains the responsibility of a goVemment
anywhere on earth. Government that fails to enforce a court order in
sensitive situation risks being held h.ostage by unruly elements and
disruptions... India has traditionally maintained good relations with
Islamic countries. How come India’s Hindu militants have done what

their Israeli counterpart did not dare do?”15

The cooperative societies in Kuwait, Al-Soabhahiya and Al-
Ahmadi's decision to dismiss all the non-Muslim Indian employees in

protest against the demolition of Babri Masjid was pfevented at the

15 The Kuwait Times, 7 December 1992 and also in A.K.Pasha's India and West
Asia, pp: 87-88.
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behest of the Kuwaiti Government. Though, the Kuwaiti Government
criticized the demolition it did not want to strain the relations with

India, which was moving positively after the Gulf crisis of 1991.

The Kuwaiti Deputy Prime Minister and Foreign Minister, Mr.

| Sheikh Sabah Al-Ahmed Al-Jaber Al-Sabah visited‘India in 1993 on

two days official visit to thank India for its support to the Kuwaiti
caﬁse during its membership of United Nations Security Council.16 He
met President of India, Dr. Shankar Dayal Sharma and External
Affajrs Minister, Mr. Dinesh Singh and urged the Indian Government
to rebuilt the Babri Masjid and hand it over to the Muslim community
and he also reiterated Kuwait's support to India on Kashmir issue and
wanted the dispute between India and Pakistan be resolved thrbugh
the Shimla accord and United Nations Resolutions.!” In April 1993,
the vvisiting leader of the Kuwait Parliémentary delegation, Abdel
Mohsin Al-Midej oﬁce again urged Pakistan to solve the Kashmir issue

through peaceful means under the Shimla agreement.!8

The year 1994 marked a new phase in the consolidation of
bilateral relations. The Chief Justice of Kuwait, Mohammed Yusuf Al-

Rifai visited India on an eight-day official visit and he called on the

16 Annual Reports, 1993-94, p:32,

17 Isteyaq Ahmad, "Indo-Kuwait Relations: Historical Background and Trade" in
A.K.Pasha's India and Kuwait, p: 240.1,» . B
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President, Dr. Shankar Dayal Sharma, and the Vice President of Indié
Mr. K.R. Narayanan. Subsequently a four member high level
ministerial delegation from Kuwait visited Ihdia from February 28 to
March 2, 1994 led by the Secretary General of Kuwait Institute of
Medical Specialization (KIMS), Dr Saleh Al-Kandari, whose primary
~ aim was to explore areas of mutual interests for both countries in

medical professions.1?

The relatiohs befween India and Kuwait were further
strengthened with the bilateral viéits and agreements in 1995. A
delegation from the Parliémentary Friendship Association of Kuwait
National Assembly visited India. In September Sheikh Salem Al Sabah
of the Kuwait National Committee for Missing and Prisoners Of War
Affairs (NCMPA) and in July a delegation from the Ministry of
Transport and Communication visited India. Captain Satish Sharma,
Minister of State for Petroleum and Natural gas visited Kuwait in
September 1‘995 and held meetings with his couLnterpart. Further, a
delegation from Federation of Indian Chambers of Commerce and
Industry (FICCI) and Spices Board\ visited Kuwait in October and
November 1995. A nine member parliameﬁtaly delegation led by the
then Lok Sabha speaker; Shivraj Patil visited Kuwait in November

199520 and a number of bilateral agreements were signed. A Protocol

19 Ibid., p: 241.

20 Annual Reports, 1995-96, p: 39.
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on scientific and technical cooperation between Council of Sci_entiﬁc
and Industrial Research (CSIR) and Kuwait Institute for Scientific
Research was signed in June 1995, a Memorandum of Understanding
on Civil Aviation between the Ministry of Civil Aviation and Kuwait
Ministry of Transport was signed in July 1995, a Memorandum of
Understanding between Indian Oil Corporation (IOC) and Kuwait
Petroleum Corporation (KPC) for setting up of an oil refinery in Orissa
in September and a protocol on cooperation between FICCI and
Kuwait Chamber of Commerce and Industry (KCCI) was reached in’

October 1995.21

The Foreign Secretary of India visited Kuwait on April 1996 _a_nd
called on the Kuwait Foreign Minister and held discussions with his
counterpart, Sulaiman Majid Al-shaheen.??2 The Prime Minister and
External Affairs Minister of India sent their felicitations to the Crown
Prince and Prime Minister, Sheikh Saad Al Abdullah and the Foreign
Minister, Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah on their

reappointment to the National Assembly after the elections.?3

In April 1997, the NAM Ministerial 'Conference was held in New
Delhi, India. The Minister of State for Cabinet Affairs of Kuwait, Al

Dakheel participated in the NAM conference in New Delhi. The Civil

21 Ibid., pp: 38-39.
22 Ibid., 1996-97, p: 37.

23 Ibid.
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Aviation minister of India, C.M. Ibrahim visited Kuwait in November
1997 and a fourteen member parliamentary delegation led by the-
speaker of Lok sabha visited Kuwait in October 1997. They called on
the Amir and Crown- Prince and held meetin,;gs with the Speaker of

.Kuwait National Assembly.24

Secretary (East) and Joint Secretary (Gulf) of India visited
Kuwait on 10-11 June 1998 after the nuclear test of India and held
detailed discussions with the Kuwait Fofeign Secretary H.E. Mr.
Sulaiman Majid Al-Shaheen and Deputy Prime Minister and Foreign
Minister, of Kuwait, Mr. Sheikh Sabah Al-Ahmed Al-Sabah and
explained India’s position on the nuclear tests to the leaders of
Kuwait..25 On 29 August 1998, the Congress I President, Mrs. Sonié.
Gandhi visited Kuwait and held meetings with the Amir, the Crown
Prince and Prime Minister of Kuwait. A parliamentary delegatibn led
by the Deputy speaker of Kuwait National Assembly, H.E. Mr. Talal
Mubarak Al-Ayyar Viéited New Delhi from 27‘ September to 1 Octoberb

1998 and the delegation was called on the President.26

The series of bilateral visits between India and Kuwait in the

post-Gulf War II era pointed out the realisation of the importance of

24 Annual Reports, 1997-98, p: 37-39.
25 Ibid.

26 Annual Reports, 1998-99, p:38.
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each other's energies. These bilateral visits between the two nations

strengthened the already existing relations.

SECURITY AGREEMENTS

In the Post Gulf war II scenario Kuwait felt that the collective
defénce of GCC was largely symbolic. Kuwait’s reliance on collective
Gulf Arab defence was shattered with its invasion by another Arab
nation2? Kuwait perceive threat from its neighbour as well. In this
context,"Kuwait realised the necessity of independent armed forces for
the nation to protect itself from external aggression. Kuwait has spent
millions of dollars in buying defence equipment from the United

States."28

India on the other hand, was ambivalent on all political issues
during the Gulf crisis of 1990-91. In the present global scenario,
“when United States has emerged as the sole supef power and trying
to have a series of military bases in the Gulf, India cannot afford to be
in a state of political paralysis whenever there | is a military
confrontation in the Gulf, India should initiate a comprehensive
review of Indian policy towards the Gulf, define a set of basic Indian

interests in the region and unveil a course of diplomatic activism.”29

27 The Times of India, 1 March 1993.
28 The Observer, 22 October1994.

29 The Hindu, September 1996.
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- Kuwait is seeking cooperation with the countries like Pakistan and
India and with Pakistan it has entered into an arrangement for
strengthening its armours of battle tanks.30 Kﬁwait has also signed
defence cooperation .agreements with United States, Russia and
China. Kuwait is looking forward for the defence cooperation with
India and according to Yousuf Alyan, Publisher-Editor of the Kuwait
Times, “India and China are the emerging greatv powers of the
world”.31 Kuwait has sought India’s help in building its armed forces.
Indian government has reciprocated to the gesture and it has offered
one training slot in 1994-95 to Kuwait at Defence Service Staff
College, Wellington.32 Indian army has also assisted the Kuwait in
cleansing the minefields laid by Iraq during the occupation.33 The
fundamental reason behind Kuwait’s quest for building an
independent and self-sufﬁciént armed force seems to be its decision of
not depending too much on the west for national security. India
should take advantage of the situation and it should engage in
consultation with Kuwait and has to reach to the bilateral peace and
security agreements with Kuwait. The possible areas of défence

‘cooperation should be discussed between the two countries.

30 The Times of India, 1 March 1993.
31 The Observer, 22 October 1994.

32 Gyaneshwar Pathak,"Indo-Kuwait Relations:An Overview" in A.K.Pasha's
India and Kuwait, p: 254.

33 The Times of India, 1 March 1993.
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PRISONERS OF WAR (POWs)

During the Gulf War II, both Iraq and Kuwait held many
Prisoners of War (POWs). With the liberation of Kuwait on 26
February 1991 by the US led'multinationeﬂ forces, the United Nation
Sccu;'ity council passed two resolution 686 on 2 March and 687 on 3
April 1991 which called upon Irag to release the POWs immediately
and to extend their cooperation to International Committee of the Red
Crbss (ICRC) for the release of the POWs. This led to the formation of
tripartite commission with ICRC as the chairman. Kuwait and Iraq
participated in the early meeﬁﬁgs of the commission. The members of
the commission include Kuwait, Saudi Arabia, United States, United
Kingdom and France on one side and Iraq on the other.3¢ A
memorandum was signed during the first meeting in which all the

‘'members committed themselves to the Geneva Convention of 1949.

After the preliminary meetings of the Commission, both the
sides exchanged a good number of POWs through the ICRC. Later the
work of the Commission was slowed down largely due to the non-
participation of Iraq and the Commission stopped its work in Octobér
1991. The committee was reconvened in 1993 and Iraq did not

participate in the meetings. In these meetings, Kuwait submitted the

34 Summary of humanitarian tragedy, POWs, NCMPA, p: 2.
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files of 605 individuals who were still in the Iraqi prisons, which, Iraq

has declined to accept.

According to the National Committee for Missing and POWs
Affairs (NCMPA), the foremost agency in Kuwait working for the
release of the POWs, 605 POWs are still held by Iraq. Among them
598 are men and 7 women. 481 civilians which includes 82 -police
officers and 124 military which includes 96 members of army and 28
members of national guard. The Kuwaiti POWs also includes 35

members from other nationalities including one Indian national.

Kuwait is trying to build international pressure on Iraq for the
‘release of 605 POWs held in Iraqi prison. Kuwait approached India for
the release of POWs and India has supported the Kuwait’s concern for
POWs since its liberation in 1991. When External Affairs Minister of
India, Madhavsinh Solanki, visited Kuwait in 1992, he conveyed
India’s firm support in securing the release of Kuwaiti POWs from
Irag3s. A high level delegation of NCMPA visited India in Augusf 1999
with Dr.Sultan Ahmad Al-Khalaf as the head of the delegation. This
~ delegation first met Dr Najma Heptullah, the vice-chairperson of Rajyé
Sabha and appealed India for its support in the release of POWs.’ Dr
Heptullah assured the delegation of her support for the release of

POWs and asked the international community to intervene and solve

35 Bansidhar Pradhan, p: 26.
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this humanitarian problem and she also appealed Iraq to release the

other country’s nationals and to abide by the United Nations

Resolutions.36

The delegation under the leadership of Dr. Sultan Ahmad Al-
Khalaf, then met the External Affairs Minister of India, Jaswant Singh
and focussed on the issue of Irag’s boycott of the tripartite and
technical committee meeting. Dr. Al-Khalaf urged the minister to
exploit India’s goqd relations with Iraqg to convince the Iraqi regime to
return to the negotiations as well as support the Security Councils
proposed committees on the POWs and the stolen property.3? The
Minister expressed his full understanding of the humanitarian case
and of the suffering of the POWs. He was confident that solving this
humanitarian case would help in lifting the sancﬁons imposed on

Iraqg38

[

The delegation also met Nareshwar Dayal, Secretary (East),
Ministry of External Affairs and discussed the continued suffering of
the families of the POWs and requested the Indian government to
support fhe committee proposed by the Security Council on

humanitarian grounds. Mr. Dayal affirmed that this humanitarian

36 NCMPA delegation visits India, Kuwaiti News, vol.5, no.9, September 1999,
p:8.
37 Ibid., pp:8-9.

38 Ibid., p: 9.
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issue will not be ignored and promised that everybody will do his best

to discuss the issue at regional and international level.39

The delegation then met the Additional Secretary for United
Nations, Mr. Dalip Lahiri, the Joint Secretary, Gulf division Mr.
Talnuz Ahmad, Mr. R. Ramaswami, the .member of the National
Human Rights commission, Mr. Natwar Singh, Chairman, foreign cell,
Ail India Congress Committee and the senior officials of the Ministry
of External Affairs and briefed them with the latest development about
the POWs issue and requested the support on the issue of Prisoners
of War. A painting competition was 6rganized for children by Indian
Social Mission for Kuwaiti Prisoners Of War and the paintings'vwere
inspired by the agony and suffering of these prisoners still

languishing in Iraqi jails.40

The delegation considered their visit successful and they were
assured of India’s support on the issue of POWs in the international

arena by the Indian government and the officials.

PAKISTAN AS THE FACTOR IN INDO-KUWAITI RELATIONS

Since its inception, Pakistan’s main motive remained to contain

India politically and militarily. Pakistan began to hold many

39 Ibid.

40 Ibid.
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international Islamic conferences. The first Prime Minister of
Pakistan, Liaquat Ali Khan and Chaudhary Khaliquzzaman, a
prominent Muslim League leader, were in the forefront of initiating
and sponsoring numerous Islamic Conferences and several Islamic
organizations had been established with headquarters in Karachi.4!
Pakistan’s interest in international Islamic conferences has both -
domestic and foreign policy dimensions. Domestically, a certain
degree ef Pan-Islamism had become the sine quo non for furthering
political ambitions and in foreign policy, Pakistan wanted to use

Islamic solidarity in its confrontation with India.42

The formation. of Organisation of Islamic Conference (OIC) in .
1971 has served the purpose of Pakietan to engineer its own national
interests in its conflict with India. Pakistan has used OIC as a
platform to denounce India’s secularism and the Indian political
system and Pakistan has succeeded in using the prestige of OIC in
the Muslim world for its self-serving political interests in the sub-
continent.#3 But some countries like Kuwait among OIC resisted

Pakistan’s attempt to use OIC as a platform for its interest.

41 Kalim Bahadur, "Pakistan as a factor in India-OIC Relations" in A.K.Pasha's
India and the Islamic World, (New Delhi, Radiant Publishers, 1998), p: 21.

42 Isteyaq Ahmad, p: 234.

43 Kalim Bahadur, p: 19.
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Though Pakistan used Pan-Islamism as the basis to get the
support of the Islamic nations in its conflict against India, Kuwait has
supported India or remained neutral in many instances. During Indo-
Pak war of 1965, the Kﬁwait government remained neutral and did
not take any side, eventhough the Kuwaiti press was against India. In
the thirteen day visit to India, Crown Prince Sheikh Sabah Al-Saleem
Al-Sabah and Prime Minister of Kuwait, Sheikh Sabha extended
supported to India’s stand point on.Indo’—Pak disputes and called for
direct negotiations without any outside interference for solving all
outstanding problems.44 But during the Indo-Pak war of 1971, Kuwait
along with other Muslim sfates supported Pakistan and strongly
denounced india as an aggressor.%> Though there was a genéral
sympathy with India on the refugee question, the Gulf States like
Kuwait vehemently criticised India for its role in the emergence of an
independent Bangladesh.#6 During this time, the relations between
India and Kuwait were at very low ebb. But the relations were revived
with the visit of the then External Affairs Minister, Swaran Singh to

Kuwait in 1973.

During the Gulf War II, India’s response to the Gulf Crisis was

ambivalent. Though Indian government denounced the Iraqi action

44 Isteyaq Ahmad, p. 234.

45 Ajaynath Jha, "Indo-Kuwait Relations: Growing Economic Cooperation” in
A.K.Pasha's India and Kuwait, p: 299.

46 Isteyaq Ahmad, pp: 234-235.
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ahd demanded its withdrawal from Kuwait, but it did not take any
initiative to resolve the c:.onﬂict.“7 Pakistan taking advantage of this
situation placed the resolution on Kashmir in the OIC. Kuwait which
had earlier taken a stand that the Kashmir issue shou‘ld be resolved
bilaterally between New Delhi and Islamabad, supported Pakistan in
getting the resolution passed and Pakistan became one of the major
beneficiary in the huge post war . reconstruction programfne of
Kuwait.4® The change of government in India and the visit of the then
External Affairs Minister, Madhavsinh Solanki to Kuwait in February
1992 pacified Kuwait to an extent. Mr. Solanki held talks with the
ruler of Kﬁwait, Sheikh Jaber al Ahmed al Sabah and the Deputy
Prime Minister and Foreign Minister, Sheikh Salem Al-Sabah. The
Kuwaiti rulers supported India’s stand on Kashmir and strongly
supported India in resolving the crisis bilaterally. Pakistan’s effort to
get the support of Kuwait on Kashmir by taking the issue of Babri
Masjid demolition also went in vain. Kuwait had been supporting
India and held the view that the Kashmir issue should be reéolved
bilaterally without any third party mediation. Pakistan’s several
efforts to raise the Kashmir issuev in the name of pan-Islamism and

the violation of Human Rights in Kashmir were all resisted, though

a J.K.Baral and J.N.Mahanty, p: 371.

48 Bansidhar Pradhan, p: 25.
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Kuwait supported the request made to India to allow a team of OIC to

examine the violation of Human Rights in Kashmir.

Despite Pakistan’s effort to use the pan—Islamisfn for its own’
purpose, Kuwait has constantly resisted the attempt of Pakistan and
maintained cordial relations with India except for a brief period during
Gulf Crisis. Inspite of Pakistan always being a factor in the relations
between India and Kuwait, it did not affect the mufual interest ovf both
the countries in terms of bilateral visits, cultural relations and trade

and commerce.
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Chapter - ITI
INDO-KUWAITI ECONOMIC RELATIONS




As far as the economic relations between India and Kuwait are
concerned, it can be traced back to several centuries. India had
always enjoyed warmer and more cordial relations with the Arab
World and Arabs had trade ties with Kerala even before the advent of
Islam in the seventh century AD!, which was confined to the trade of
pearls and spices. The arrival of European companies in Asia and the
subsequent coloniéatién of Indian subcontinent by the British
brought both India and Kuwait more closer. The English East India
Company established centres in the Gulf to facilitate the despatch
and distribution of merchandise and Kuwait served as an important
| conduit for the passage of Indian goods to West Asia and Europe.2
This facilitated thé interaction between the two countries | and the
trade that ;;vas essentially limited to pearls and spices expanded. The
process of decolonisation'and the subsequent Independence of India
and Kuwait in 1947 and 1961, ehable them to expand the economic
-relations, which resulted in many agreements. The major agreement
came in 1974 when a long term trade agreement was signed between
the Government of India and Kuwait which provided the formation of
a joint committee to identify the fields, projects and commodities fdr

the expansion of economic cooperation and promoting trade exchange

1 Mirza Nehal Ahmad Baig's "Indo-Kuwait Relation: Areas of cooperation” In
- A K.Pasha's India and Kuwait: strategic, economic and political development"
(New Delhi,Gyansagar publications, 1999), p:258.

2 Ibid., p:259.
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between the two countries.® For Kuwait, Oil is an important source of
economy, which are about 9.3 percent of the total global oil reserves.*
India is one of the leading importers of the petroleum products from
the Gulf. And Kuwait has always been an important source of oil for
India and in 1999, India imported about worth $ 2.5 billions of
Kuwaiti oil which is second only to Japan.5 India and Kuwait have
always enjoyed good economic relations except for a brief period of the
time during the Gulf Crisis. In the following section, the focus is on
the transactions between India and Kuwait in terms of exports and
imports and the financial cooperation between the two countries with

a brief introduction to the economy of Kuwait.

ECONOMY OF KUWAIT

Before the discovery of oil in Kuwait, the economy was largely
depended on the fishing, pearl diving, boat-building etc. The economy
of Kuwait underwent a radical change with the discovery of oil in
1938.0il has provided Kuwait a very important place in the Global

economy and Kuwait's per capita Gross National Product (GNP) has

3 Ibid., pp:262-263.

4 Muhammad Azhar, "The Kuwaiti Economy: Reconstruction and ahead" in
contemporary Gulf Economics and Indo-Gulf Relations, (New Delhi, New
Horizon publishers, 1999), p: 43.

5 Kuwaiti News, vol: 5, No: 5, May 1999 p: 7.
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been onevof the highest in the World.6 With the export of oil in 1940's
a substantial amount of revenues began to flow in Kuwait and the oil
boom in 1970's brought massive amount of revenues to Kuwait
making it one of the richest developing countries in the world. The
Gross Domestic Product (GDP) of ‘Kuwait haé been very much
influenced by the size of the oil revenue inflows and therefore the GDP
of Kuwait fluctuated? during the 1980's due to decline in the global oil
prices. In 1989, oil exports constituted 90.7 percent of total exports
while imports constituted 54.7 percent. The Kuwait's economy is
heavily dependent with the rest of the world via trade and the degree
of interdependence has increased as the nation's income from oil has
risen and supply reflects the increased standard of living that the
income has made possible. Thus, the Oil sector plays a pivotal role in
the economy of Kuwait.8 In 1989,the GDP of the country is KD 7.127
. billions and it slumped to KD 5.247 billions in 1990 due to the Iraqi
invasion of Kuwait and the year 1991 saw further decrease of 39.2

percent taking the GDP to its lowest in many years.®

6 Muhammad Azhar, p: 35.
7 Ibid., pp:36-37.
8 Nazim Ali, "Public Expenditure as an Instrument of Economic Policy in

Kuwait:" in Girijesh Pant (ed) The political Economy of West Asia, (New Delhi,
Manak publications Pvt. Ltd, 1994), p: 199.

9 Gurdip Singh (ed), Doing business with Kuwait, (New Delhi, Himala
publishers, 1994), pp: 24-25. ’
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The ﬁnanciél crisis caused by the Iraq's invasion and the cost of
reconstruction and the defence expenditure made Kuwait hearly
bankrupt. The state did not have adequate resources, so it became
imperative that the development activities are transferred to the
private sector and, the security imperatives also have been demanding
that Kuwait goés for globalization of its economy so that the Western
stakes into country's economy and security get further enhanced.!0
Kuwait Petroleum Company has been negotiating with foreign
companies particularly from United States for production sharing
deals for the oil. field nearby the border with Iraq by which the
production can be enhanced from around 10,000 b/d to over 30;000
b/d from Rutaga Wellll. Thus, privatisation is seen as a stratégy to
mobilize finances as well as enhance the security salience of the
~country and the state took active interest in the privatisation
pro‘cess.12 The World Bank has emphasized the importance of
privatisation and it has assessed 74 venterprises owned by the state
could be privatised in a phased manner over a period of five years.13 A
committee was appointed by the government to examine the

recommendation of World Bank and this committee proposed the

10 Girijesh pant, The Arab Gulf Economics: From Crisis to Reform, (New Delhi,
Har-Anand Publications, 1996), pp: 143-144.

11 Ibid., p:144.

12 Ibid.

13 Ibid.

38



partial selling of stock share in oil sector and .it called for joint

ventures with international and local investors.14

These liberal policies have helped Kuwait to achieve remarkable
progress in the field of economy and the GDP has been recording
steady growth from 1992. In 1992, there was an increase in GDP to
KD 6.367 billion as compared to 1991. GDP was on steady rise to KD
7.952 billions in 1995 to 9.277 billion in 199615, But the ozver.
dependence on the oil revenues that constitutes 90 percent of the
state income makes the state extremely vulnerable to the oil price
fluctuation. The IMF in its latest Article IV report recommends the
government to strengthen the structure of the budget by raising non-
oil revenues in order.to minimise the volatility of income and it also
| suggests that the revenue raising measures could include a
restructuring of company taxes, the introduction of consumption tax

and increase in fees and changes on public sector services.!16

India has also initiated the policy of economic liberalisation in
the early 1990s though the liberalisation of economy was started
during the Rajiv Gandhi Government (1984-89). In 1990, the

Government announced the new policy of foreign trade and Industrial

14 Ibid., pp: 144-145.
15 Middle East Economic Digest, 27 Feb 1998, p:12

16 Ibid.
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policy in 1991. The Industrial Policy 1991, which was announced on
25 July 1991 “liberalised the laws regulating domestic industry and it
‘took measures kto promote foreign investment with a view to make
Indian economy more dynamic and to provide free business
environment. This policy is aimed at encouraging to invest in business
activities, increase competition and establish a free market-oriented
economic systems”.17 This Industrial Policy encoﬁraged the "private
sectors to enter all industrial and manufaCturing activities except a
few strategically sensitive areas such as defence, atomic energy etc.
The Foreign Direct Investment is granted. upto 51 percent foreign
equity in high priority i.ndus:’cries."18 These policies encouraged the
foreign investors to invest in various sectors of | the Indian economy.
The government has announced various measures to increase the
investment in the Indian industries. India’s share in the global FDI

flows rose from 1.8.percent in 1996 to 2.2 in 1997.19

INDO -KUWAITI ECONOMIC TIES DURING THE GULF CRISIS

In 1991, when Iraq invaded Kuwait, the affair of the tiny nation

came to a halt in general and economy in particular. The economy of

17 S.Sunanda, “Indo-Qatar Economic Relation current status and future
prospects” in A K.Pasha’s India, Bahrain and Qatar: Political, Economic and
strategic dimensions,( New Delhi, Gyansagar publications, 1999), pp: 175-
176.

18 Ibid., p: 176.

19 Economic Survey, Government of India 1998-1999 p: 85.
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Kuwait paralysed to a larger extent and the oil production declined
which is the backbone of the country's economy. During this period,
the Indo-Kuwaiti trade stood at low ebb. In 1989, the tradé between
India and Kuwait was US$ 753 millions and declined to US$ 261
millions in 1991 which is only 0.7% of India's total trade. The
ambivalent stand maintained by India during the Gulf Crisis and
India's inability to take a stand against Iraq, as it is a continuous
supplier of crude oil created a large-scale resentment in Kuwait.
Kuwait was deeply disappointed with India and the visit of the then
External Affairs Minister, I.K. Gujral, in 1990 was mostly confined to
the evacuation of Indians from Kuwait rather than the strong

condemnation of Iraqi aggression.

The next Prime Minister, Chandra Sekhar, took a pro—Kuwaiti
stand and called for an unconditional withdrawal of Iraqi forces from
Kuwait. The visit of the Union Commerce Minister of 'Ihdia, Dr.
Subramanyam Swamy in April 1991, erased further the bad memories
and improved the trade relations between India and Kuwait. Soon Dr.
Abdur Rehman Al-Awadhi, Minister of State for Home Affairs of
Kuwait, visited India and explained the destruction caused to Kuwait
by the invasion especially to the oil fields and sought India's support

and assistance for tackling the many tasks ahead of his country.20

20 Mirza Nehal Ahmad Baig, p: 268.
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The trade relations began to improve and the figures raised from $
261 millions in 1991 to $ 1133 millions in 1992. From 1992 onwards,
the trade between India and Kuwait was on steady rise as the volume
of India's trade and Kuwaiti's total trade improved in the global
context. The trends of the trade between India and Kuwait can be

seen in the table given below:

Trends in Indo-Kuwaiti trade (millions of US$)

Year Indo- Kuwait's India's % in % in
Kuwait | total total Kuwait's India's
trade trade . trade trade trade
1989 753 17427 35136 4.3 2.1
1990 497 12209 41803 4.0 1.2
1991 261 4293 37381 6.1 0.7
1992 1133 11768 41725 9.6 2.7
1993 1173 15893 41957 7.4 2.8
1994 1580 16063 49672 9.8 3.2
1995 2028 17575 { 64993 11.5 3.1
1996 2357 21533 74497 11.0 3.2
1997 2656 20898 72200 12.7 3.6

Source: Direction of Trade Statistics, IMF, Washington, various
issues and see appendix p:87

It is observed that after 1991, the trade between India and |
Kuwait is on constant rise. In 1991, the trade between India and
Kuwait is $261 millions as compared to $753 millions in 1989. There
was a sharp decrease in the trade between the two countriés due to
the Gulf Crisis. But India's percentage in the Kuwait's total trade
remained unaffected with 6.1 percent in 1991 as compared to 4.3 -
percent in 1989, on the contrary, Kuwait's percentage in India's total

trade is just 0.7 percent as compared to 2.1 percent in 1989 which is
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due to the increase in the India's total trade to the world. The trade
between India and Kuwait raised considerably in 1997 with $ 2656
millions which is 12.7 percent of the Kuwait's total trade and 3.6

percent of India's trade to the world.

Though the trade between india and Kuwait has improved
considerably, the balance of trade has always been in favour of
Kuwait. India is always in a disadvantageous position where the
imports are higher thénf the exports. But India had enjoyed a
favourable balance of trade with Kuwait only during 1976-1980, the
imbalance in trade began as a resulf of the increase in the import of
fertilizers%and petroleum products during 1980's, while the export
remained constant. The deficit in trade increased from $169 millions

in 1991 to $ 2330 millions in 1997.
Table: 2

BALANCE OF TRADE ($ MILLIONS)

Ear - | India's export India's import Balance of
to Kuwait from Kuwait trade

1989 178 - S75 -397

1990 76 421 -345

1991 46 215 -169

1992 168 | 965 -797

1993 107 1066 -959

1994 194 1386 -1192
1995 144 1884 -1740
1996 149 2208 -2059 -
1997 163 2493 -2330

Source: Direction of Trade Statistics, IMF, Washington, various
issues.
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INDIA'S IMPORTS FROM KUWAIT

Kuwait has always been an important source of petroleum
producer to India and India is one of largest importers of oil from
Ku_Wait next to Japan. India had imported $ 575 millions worfh of
products from Kuwait in 1989. But during the Gulf Crisis, the imports
reduced considerably to $215 millions. The volume of Indian imports
from Kuwait increased in the subsequent years after the Gulf Crisis in
1996-91 and stood at $ 965 millions in 1992. From 1992, theré was a
considerable rise in the Indian imports from Kuwéit, which reached

* upto $ 2493 million in 1997.

INDIA'S IMPORTS FROM KUWAIT ($ MILLION)

Year India's import | India's import India's
from Kuwait from World percentage of
- import from

Kuwait
1989 575 (19297 3.0
1990 421 23990 1.8
1991 215 19509 1.1
1992 965 23227 4.2
1993 11066 21699 5.0
1994 1386 25477 ' 5.4
1995 1884 34456 5.5
1996 2208 40090 5.5
1997 2493 38916 6.4

Source: Direction of Trade Statistics, IMF, Washington, and various
issues.

It is observed that the imports from Kuwait have increased
considerably along with the imports from other countries. The

percentage of India's imports from Kuwait to that of world is 3.9
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-percent in 1989 which reduced to 1.8 percent and 1.1 percent in 1990
and 1991 respectively. This decline is dué to the Gulf Crisis that
affected the imports from Kuwait. After liberation of Kuwait, the
imports from Kuwait increased to 4.2 percent to that of imports from
world and from 1992 India's imports from Kuwait is on coﬁstant
increase as well as India's imports from the world. India's imports
from Kuwait stood at 6.4 percent of the total share of import from the

world in 1997.

The commodity composition of Indian imports from Kuwait
consists mostly of Petroleum products. The Petroleum products
constitute 90 to 95 percent of the total imports from Kuwait. India
impbrts 95,000 barrels of crude oil and 1_03,000 barrels of refined oil

every day from Kuwait.2!

INDIA'S IMPORTS FROM KUWAIT: PETROLEUM AND NON-
PETROLEUM PRODUCTS (Rs. Lakhs)

Year Total Petroleum | Non-petroleum | Percentage of
imports import the petroleum
o import
1993-94 | 355391.81 | 332203.3 23188.5 93.5%
1996-97 | 847371.99 | 805229.1 42142.91 95%
Source: Monthly statistics for foreign trade in India, Directorate

General Commercial Intelligence and Statistics, Ministry
of Commerce, Govt. of India, march 1994 & 1997 and
Muhammad Azhar's Contemporary Gulf Economic and
Indo-Gulf Relations, New Horizon Publishers New Delhi,
1999, p.206.

21 Isteyaq Ahmad, "Indo-Kuwaiti relation: Historical Background and Trade" in
A.K.Pasha's India and Kuwait, p: 242. :
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- Among the Petroleum products, Kerosene/Aviation oil forms an
impoftant product of imports. India imports about 50 percent of the
Kerosene/Aviation oil from Kuwait of its global Kérosene oil imports.
The other Petroleum products imported by India includes 31 percent
of gas oil and 20 perceﬁt.of crude oil during 1995-96 from Kuwait.
While kerdsene forms 53 percent of India's global imports, LPG

constitutes only 5 percent of India's global import from Kuwait.

. INDIA'S PETROLEUM IMPORTS FROM KUWAIT (MILLION

'~ TONNES)
Type | Imports | Imports | % of |Imports | Imports | % of
from from imports from from imports
Kuwait World from Kuwait world from
Kuwait Kuwait
1994-95 1995-96 '
Crude 4.60 27.34 17 5.40 27.22 20
Oil _
Gas oil | 2.56 8.60 30 3.95 12.70 31
Kerosen |2.08 3.92 53 2.20 4.58 48
e/aviatio
n oil
LPG 0.03 0.60 S -
Fuel oil O 08 1 19 7

Source: Adapted from Middle East Economic Digest, 10 Jan. 1996 P:
15 and Muhammad Azhar p: 207.

The import of non-petroleum products which comprises only 5

to 10 percent of the total imports from Kuwait includes fertilizers,
metalifer ores and metal scrap, sulphur and unroasted pyrates,
organic and inorganic chemicals etc. Fertilizers form the major non-

petroleum import product from Kuwait constituting 25% of the total
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import. The import of fertilizers have increased from worth of Rs.
13313.4 lakhs in 1993-94 to Rs. 20843.7 lakhs in 1996-97 whereas
the import of metalifer ores and metal scrap has reduced marginally
from Rs. 6769.5 lakhs in 1993-94 to Rs. 6382.3 lakhs in 1996-97.
There was an increase in the imports of pulp and waste paper sulphur
and unroasted pyrates etc. But the import of non-petroleum products
reduced from 6.5 percent of the tbtal import in 1993-94 to S percent

in1996-97.

NON-PETROLEUM IMPORTS FROM KUWAIT (RS. LAKHS)

Commodity April 1993-March April 1996 to March
. 1994 1997

Total 353391.9 84732.0
Pulp and waste paper | 39.1 995.72
Sulphur - and | 1065.2 2878.2
unroasted pyrites ' ,
Metalifes ores and|6769.5 6382.3
metal scrap _
Fertilizers 13313.4 20843.7
manufactured
Organic chemicals - 1784.0
Inorganic chemicals 3290.8

Source: MSFTI & DGCI&S Calcutta, March 1994 and 1997 and
Muhammad Azhar p: 208.

India's Exports to Kuwait

Prior to the Gulf Crisis of 1990, India's total exports to Kuwait
stood at $ 178 millions in 1989. But during the crisis it reduced to
$76 millions in 1990 and $46 millions in 1991. Though. there was an
increase in the exports to Kuwait after 1991, but when compared to

India's total exports to the world, the exports to Kuwait is very less
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and there was not much increase in the exports. In 1993, the total
export to Kuwaif stood at $107 millions and increased to $ 194
millions in 1997. There was a decline in export during 1995 and 1996
though it recovered in 1997, which was about $163 millions. India's

export to Kuwait and to the World is given in the following table.

INDIA'S EXPORTS TO KUWAIT ($MILLION)

Year Exports to Exports to Percentage of
Kuwait World exports to
. Kuwait
1 1989 178 15839 ' 1.1
1990 : 76 - 117813 0.4
1991 46 17872 0.3
1992 168 18498 0.9
1993 1107 20258 0.5
1994 194 24195 0.8
1995 144 ‘ 30537 F 0.5
1996 149 34407 0.5
1997 163 33289 : 0.4
Source: Direction of Trade Statistics, IMF, Washington, various .
issues. '

It is observed that there is a sharp decline in the India's exports
to Kuwait as compared to the world. In 1990, India's exports to
Kuwait is 0.4 percent of the .India's totél exports to the World. There
- was not much increase in the India's export to Kuwait. In 1997, it was
just 0.4% of the total exports to world. This decline in the export to
Kuwait is also responsible for the imbalance in trade between the two
countries. After the Gulf Crisis, Kuwait depended mainly on the
industrially developed countries for its imporf rather on the
developing countries, which is the main reason for the decrease in

India's export to Kuwait.
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COMMODITY COMPOSITION OF INDIA'S EXPORTS TO KUWAIT

Commodity April 1993- April 1996- Rate of growth
March 1994 ‘March 1997 (%) '
Total 33127.5 54551.0 65
Tea 1124.8 295.8 | -74
Coffee 489.4 2109.7 ' 330
Pulses 449.7 802.7 78
Rice (Basmati) 7335.6 9747.6 33
Rice (other than | 1177.1 2249.5 90
Basmati)
Spices 319.2 : 519.4 62
QOil meals 1283.2 2988.0 132
Fruits & | 982.2. ' 1364.5 38
vegetables
Meat & | 1573.0 1574.4 |4
reparation
Marine products | 831.4 644.5 -23
Gems and | 1209.9 : 4401.8 ' 264
Jewellery =
Glass, glassware | 351.7 1032.0 1193
& ceramics _
Man made | 1750.7 3716.4 _ 112
yarns, fabrics,
made ups _
Cotton yarn, | 853.7 1681.9 97
fabrics, made :
ups
RMG cotton | 1400.9 3874.5 1.77
incl.accessories
Machinery & | 940.1 2625.2 180
instrument '
RMG man made | 715.2 822.2 15
fabrics '

Source MSFTI & DGCI&S, Calcutta, March 1994 & 1997 and
Muhammad Azhar p: 203. '

Among the commodities exported from India to Kuwait, the
maximum increase can be seen in coffee and the export of which
increased from Rs. 489.4 lakhs in 1993-94 to Rs. 2109.7 lakhs in

1996-97. The growth rate of coffee is around 330 percent. Basmati
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Rice is fhe most important commodity exported to Kuwait and India
has exported Basmati rice worth of Rs. 7335.6 'lakhs in 1993-94 and
this is increased to Rs. 9747.6.lakhs in 1996-97 Which is an increase
of 33 percent in three years. The export of Gems and Jewellery
increased from 1209.9 in 1993-94 to 4401.8 in 1996-97, which is an
increase of 264 percent. The increase in exports can be identified in
Glass, Glassware and Ceramics etc from Rs. 351.7 lakhs in1993-94 to
Rs. 1032 lakhs in 1996-97 with growth rate of about 193 percent. The
increase in exports can also be seen in oil meals, man made yarns,
fabrics, made ups, RMG cotton includiﬁg accessories, machinery and
instruments, i)ulses, spices etc. Tea, which was an important
commodity of Indian export, decreased from Rs. 1124.8 lakhs in
1993-94 to Rs. 295.8 lakhs in 1996-97, which declined at a rate of 74
percent. The decrease in thé exports can also be identified in marine
products, which declined from Rs. 831.4 lakhs in 1993-94 to Rs.

644.5 lakhs in 1996-97.

TRENDS IN MARKET SHARE IN KUWAIT

Kuwait's size of global imports is substantial and during 1996,
the size of the total Kuwaiti imports was $ 8.1 billion?2. The developed
countries have always dominated the market scenario in Kuwait. Until

Gulf War II, the industrial countries claim of Kuwait's import was

22 Muhammad Azl"iar, Contemporary Gulf Economies, p: 208. ’
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worth $3909 million which is 61 percent of the total import of Kuwait
while remaining 39 percent was held by the deVevloping countries. In
the post-Gulf war Il period, the imports of Kuwait from industrial
countries had gone up to $ 5319 millions and the developing
countries recorded only $ 1593 millions which is just 23 percent of
the total Kuwaiti imports and by 1996 the industrial countries held
80 percent of the total Kuwaiti import while developing countries

controlled the remaining 20 percent of the import.

In the Post Gulf War Il phase, Kuwait depended largely on the
industrial countries for imports, United States being the largest
contributor. US exports to Kuwait comprise of 29.3 percent in-the
total of 78.8 percent of the industrial countries in 1991. United States
maintained their share in the Kuwait market despite many
competitors. Japan stands second to United States in the export to
Kuwait, but Japan's share slightly declined to 12.2 percent in 1996
from 16.2 percent in 1991, but it still holds 12.2 percent of the total
share in the market while compared to the other countries. Japan is
followed by United Kingdom, France, Italy, Germany etc., United
Kingdom's t_rade with Kuwait has increased substantially after the
Gulf War II. In 1991 U.K's exports to Kﬁwait were 7 percent but it
increased to 12.3 percent in 1996. On the whole, it can be observed
that Kuwait has largely depended on the developed countries for its

imports.
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KUWAITI IMPORT FROM THE INDSUTRIAL AND DEVELOPING
COUNTRIES ($ MILLIONS)

Year 1989 1991 1993 1994 1996
| Total - 6369 3494 6912 6629 8113
Industrial | 3909 2755 5319 5556 6483
countries
United 833 1025 1110 1558 2177
States
Japan 810 567 1071 686 944
France 213 89 886 845 304
Italy 342 153 421 444 585
United 415 244 514 956 995
Kingdom v '
Developing | 2486 417 1593 - 1073 1630
countries
China 217 36 - 96 115 112
Hongkong |31 13 68 84 79
India 178 46 107 144 | 149
Korea 222 71 118 - -
Pakistan 37 10 36 27 35
Singapore | 76 27 84 80 79 -
Thailand 103 23 75 122 93
Turkey 172 . |12 112 190 117
Source: Direction of Trade Statistics, Washington, various issues.

The developing countries claim of Kuwait import was worth $ |
2486 million in 1989 that is about 38.9 percent of the total import of
Kuwait. But it declined sharply after the waf to 20 percent of the total
imports of Kuwait. In the pre-Gulf war period Korea was the largest
exporter to Kuwait followed by China. But, after the Gulf Crisis in
1990, there was a sharp decline in the Kuwaiti imports from the
developing countries, but Korea still held the largest share among the
developing nations with 1.7 percent in 1993. China was the second
largest exporter to Kuwait before 1990, but its position decline in the

post Gulf War phase and import from China declined to 1.4 percent in
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1996. India held 2.8 percent of share in the pre-war phase,_but it
reduced sharply after the war as the other developing nations with 1.5
percent in 1993. In 1994, India held 2.2 percent of the total market
share, which was higher than China. But Turkey held the dominant
position with 2.9 percent of the total share in 1994. But in 1996,
India held the first position of the exports among the developing
nations with 1.8 percent of the total market sharé closely followed by
Turkey and China with 1.4 percent each. The other developing nation
which export to Kuwait though at a limited scale are Hongkong
holding 1 percent, Pakistan 0.4 percent, Sin_gapore 1 percent,
Thailand 1.1 percent, etc. By 1996 Indié had become the maj;)r
source of imports for Kuwait among developing nation, second being

Turkey and China.

INDIA AND KUWAIT: FINANCIAL COOPERATION

As far as financial cooperation is concerned India and Kuwait
has always been cooperative to each other. As a result of this, both
the countries saw the exchange of the high level delegation and the

conclusion of a number of agreements.

After the Independence of Kuwait in 1961 India has invested in
many projects in Kuwait, which were worth Rs. 2029.9 millions, vis-a-
vis the construction of bridges, flyovers, water supply, sewage, airport

terminals and runways, schools, Universities, hosp'ital buildings and
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other office buildings. 22 Kuwait has also provided aid to India and its
investments in India included many projects such as hydrothermal

power, fertilizers, stadiums etc.

During the Gulf War, Indo-Kuwaiti relations were at very low
ebb due to the stand taken by India. But India's support for the
disciplinary action by the United Nations Security Cbuncil on Iraq and
its approval to Sécurity Council's resolutions 661 and 662 that
imposed economic and military sanctions against Iraq improved the
relations. After the Gulf Crisis, India had got mény contracts in the
reconstruction programme of Kuwait. For example, the
Telecommunications consultants India Ltd. (TCIL) has got a contract
worth Rs. 11 crores for installing telephone system which had already
held a contract of $3 millions for telecom syétem in Kuwait in the pre-
Gulf war period, Southern Petro-Chemicals Ltd was given a contract
worth over $70 millions.2* Engineers India Ltd (EIL) wasv given a
contract of $1 million by the Kuwait National Petroleum Corporation

(KNPC) to assess the damages to Kuwait's oil refineries.25

In 1993, Gulf Aviation Services Company (GASCO) and Taj

Group of Hotels signed a deal worth $ 56 millions that marked the

23 Isteyaq Ahmad, p: 235.

24 Gyaneshwar Pathak, "Indo-Kuwait relation: An overview" in A.K.Pasha's
India and Kuwait, p: 252.

25 Isteyaq Ahmad, p: 239.
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opening of the new chapter in the field of Indo-Kuwait joint §enture
projects.26 Kuwait Airways and Gulf Airways have invested in the Jet
Airways, private Indian Airlines.?” The Kuwait Real Estate Investment
Consortium (KREIC) invested Rs. 28.5 million in a polyester filament
yarn project in Maharashtra.?8 In February 1998, Kuwait promised to
extend a loan worth of Rs. 35 crores for setting iJ.p Kerala Fisheries
- Development Project for prawn culture which is repayable in 22 years
with ﬁvé} years of grace period.?® Kuwait Petroleum Corporation (KPC)
and Indian Oil Corporation (IOC) are considering a 9-mt/y expansion
of their refinery at Paradip in Orissa and are nearing a formal joint
venture agreement.30 KPC and I:OC are nearing a formal agreement on
a joint venture at Daitari in Orissa which is estimated to cost Rs.
4000 crores in which KPC and IOC each will hold 26 percent equity in
the refinery. KPC will supply SO percent of crude oil required for the
reﬁnefy.31 IOC, which was the monopoly importer of crude oil, is
currently KPC's biggest customér, importing Smt/ y of crude oil ad 3.5

mt/y of aviation fuel, kerosene and motor spirit.32

2 Ibid., p: 241.

27 Ibid.

28 Mirza Nehail Ahmad Baig, p: 270.

29 Ibid., p: 266.

30 Middle East economic digest, 16 Jan 1998 p: 14.
31 Muhammad Azhar, p: 217.

32 Middle East economic digest, 16 Jan 1998 p: 14.
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Indian companies are also making roads into Kuwait
engineering and electricity markets. SPIC, having won a five-year
maintenance contract on the Mina Abdullah refinery in Kuwait, is
now going into partnership with the local Integral Services
Corporation (ISC) to offer full project engineering services.33 India is
considering setting up a joint venture project in Kuwait in the area of
fertilizers and petrochemicals, which would help Kuwait in utilising

the surplus gas of Kuwait.34

While investing in India, Kuwait also has certain reservations
such as the system of taxation in India. It has appealed to the Indian
government to reconsider its demands with regard to tax on imports
of capital equipment for domestic refineries, it expects India to A_retain
its existing policy of 12 percent post-tax return on network for
refineries and Indian government is contemplating to do away with
this pricing formula as a part of its policy of decontrolling prices of

petroleum products into India.33

33 Middle East economic digest, 13 Jan 1995 p: 9.
34 Muhammad Azhar, p: 217.
35 Ibid.
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Chapter - IV
INDIANS IN KUWAIT AND SOCIO-CULTURAL RELATIONS




The discovery of oil in thé Gulf in 1920's and the subsequent oil
boom in 1970's necessiated the Gulf States to recruit labour force,
both skilled and unskilled from abroad. The foreign workers were
recruited to manage professional and technical as well as clerical and
production related jobs from construction workers to the engineers.!
Initially it was Arabs who formed the major group of expatriate lkabour
in the Gulf States. But, the subsequent years witnessed the increase
in Asian labour force, “on account of the fear that Arabs bring in the
radical ideologies that pervade public life in Iraq, Egypt, Syria, Libya,
Iran and Jordan. Another reason for the Gulf States to prefer non-
Arabs was that the Arab migrants claim the same medical benefit, free
“schooling, subsidized housing andqgovernmént employment that state
ensures to the local Arab population, whereas the Asian migrants do
not make any such claims upon the state for benefit”? moreover the
Asian labour is cheaper than the Arabs. Among the Asian workers,
the South Asian labour force constitutes the largest community in the
Gulf States. In Kuwait, 70 percent or more of the labour force has
been comprised of foreign workers since the country gained

independence in 1961.3

Sulayman S. Al-Qudsi & Nasra M.Shah, "The Relative Economic progress of
male foreign workers in Kuwait" in International Migration Review, vol: 25,
No: 1 1994 p: 141.

2 Myron, Weiner, "International migration and development: Indians in the
Persian Gulf' in Population and Development Review No: 8, Vol:1, March
1982 p:12.

3 Sulayman S. Al-Qudri, p: 141.
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Kuwait, with small indigenous population, depended largely on
the foreigﬁ labour force. Kuwait began to export crude 611 from 1946
and the output accelefated in the 1970's at the rate of 17 percent a
year.* The expansion vof the industries and the construction of new
projects led to the influx of more and more foreign workers into
Kuwait. By the mid-1970's Kuwait had importéd a labour force that
was twice as large aé the indigenous national 1abour force, i.e.,
2,11,000 to 87,000.5. In the 1970's the labour force in Kuwait
consists mostly of South Asians with 21,000 Indians, Pakistanis and
Sri Lankans. From 1980's there was a gradual increase of the

migrant workers from South Asia in general and India in particular.

India has been a major source of labour from the past few
centuries. In the nineteenth and twentieth centuries, the Britishers
used to recruit Indians to work in different parts of the world mainly
to Singapore, Malaya, Ceylon, Mauritius and South Africa.6 After the
First World War, the emigration of labour stood at low ebb. But after
- the independence of India in 1947, there was a revival of the
international transfer of labour, with a difference, to new destinations
and fresher pastures in the West and the newly libérated countries in

Africa and Asia, particularly West Asia.?” Since the Oil boom 6f the

4 Myron Weiner, p: 23.

5 Ibid.

6 Garnier J. Beaujoy, Geography of Population, (London, Longman Publications
1966}, p: 1. '

7 P.R. Gopinathan Nair an E.T. Mathews, "Socio-Economic characteristics of

emigrants and Emigrant's households: A case study of two villages in
Kerala", Economic and Political weekly, 15 July 1976, p: 1141.
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mid-1970's, India has been a major source of international labour
force to the Gulf fegion and nearly a fifth of the migrant labour force
in the Gulf States is estimated to be from India and by the time of
Gulf Crisis, the Indian workforce in Gulf were around 1.5 to 1.7

millions.8

INDIANS IN KUWAIT

Indian labour links with Kuwait dates back to the days of
fishing and pearl diving and even before the advent of British, Arab
traders visited Kerala, witfi some settling in the Indian town of Calicut
and inter-marrying with the local population and Indians found work
in Kuwait as pearl divers.? Indiaﬁ influence in Kuwait grew with the
establishment of British power in Kuwait too. Indian officials lived
and worked in Kuwait and the Indian rupee became the official

currency.10

The discovery and development of oil in Kuwait, during 1950's
and 1960's, brought number of foreign workers who were mostly
consisting of Palestinians and Arabs. The Oil boom in 1970's
accelerated the flow of migrant labour and there was an influx of
foreign workers from South Asia. After 1975, the Kuwaiti nationals
were only 41 percent of the population while the expatriate population

stood at 59 percent. An estimation of the Indian migfant population in

8 Thomas Isaac, "Economic consequences of the Gulf crisis: A study of India
with special reference to Kerala" in Piyasiri Wickramasena (ed.) "The Gulf
Crisis and South Asia",( Geneva, nternational Labour Office, 1993), p:60.

9 Myron Weiner, p:24.

10 Ibid.
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Kuwait and other countries in the West Asia in given in the following

table.

ESTIMATE OF INDIAN MIGRANT POPULATION IN WEST ASIA

(in '000) _

Country 1975 1979 1983 1989 1990
U.A.E. 107.5 152.0 250.0 225.0 400.0
Saudi Arabia 34.5 100.0 270.0 240.0 400.0
Oman | 38.5 60.0 100.0 184.0 200.0
Kuwait 32.1 65.0 115.0 100.0 170.0
Bahrain 17.3 26.0 30.0 77.0 60.0
Qatar 27.8 30.0 40.0 50.0 40.0
Iraq 7.5 20.0 500 | 35.0. 90.0
Libya 1.1 10.0 40.0 25.0 -

Others - - 21.0