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Russian money is 
key as Balkan 
retail giant’s 
fate plays out
ZAGREB: Moscow is deeply involved in
scandal-ridden Balkan food and retail giant
Agrokor’s fate as two of its main creditors are
Russian state-run banks, with analysts saying
geopolitics loom large in what’s in store for
Croatia’s top economic player.  Last month
authorities issued an international arrest war-
rant for Agrokor’s fugitive owner Ivica
Todoric, suspected of falsifying accounts to
hide unsustainable debts estimated to total at
least 5.4 billion euros ($6.3 billion).

Agrokor is indebted in particular to
Sberbank and VTB, two Russian state-con-
trolled banks, to whom it owes about 1.1 bil-
lion euros and 300 million euros respectively.

With around 60,000 jobs, two-thirds of
them in Croatia, Agrokor is the biggest employ-
er in a region where unemployment runs high.
Its network of suppliers means tens of thou-
sands more jobs are at stake. The revenues of
the Zagreb-based company make up around 15
percent of Croatia’s gross domestic product
(GDP) — so when faced with its potentially
catastrophic fall, the government in April
appointed a crisis manager to lead a restruc-
turing process. The issue figured high on the
agenda of President Kolinda Grabar-Kitarovic
on a visit to Moscow in October, the first by a
Croatian head of state since 2009. “It is a cor-
porate issue” which should not burden relations
between Zagreb and Moscow, she said.

Her Russian counterpart Vladimir Putin
told reporters after their meeting that the two
banks are “taking part in the program of
Agrokor’s financial healing”. His spokesman
Dmitry Peskov said that “Sberbank will pro-
tect its interests” and that “the Russian state
will support our companies in that.” 

Geopolitical goals? 
Croatian economic analyst Damir Novotny

said the two banks were aware of  Agrokor’s
struggle with debts when they began to grant
it loans in 2014, suggesting there were “high-
er geopolitical goals in mind”. “This is not
only about Agrokor but rather Russia’s wider
interest in southeast Europe,” Novotny told
AFP. Alexander Sarayev, a banking analyst at
the Russian rating agency RAEX, agreed that
the political factor “cannot be ruled out”.  But
the decision “was based on the idea that it
was a key company and would be supported
by the Croatian authorities”, he said.

Agrokor was at the time considered a
booming economic jewel of the Balkans, with
businesses in Bosnia, Serbia and Slovenia.
And Sberbank was anyway engaged in a poli-
cy of investments in eastern Europe, which
was subsequently undermined by sanctions
following the Ukraine crisis.

A member of NATO and the newest
entrant to the European Union, “Croatia pro-
vided an opportunity for stronger investment
and a Russian presence in the region through
Agrokor,” Croatian international relations
expert Radovan Vukadinovic told AFP.

While the EU remained silent over
Agrokor’s troubles, there was a “quick
American response,” he said, referring to a
1.06 billion-euro loan led by US-based
Knighthead Capital Management, which sta-
bilised operations in June. 

‘Minimizing losses’ 
Talking to local media in October, the US

ambassador to Croatia, Julieta Valls Noyes,
praised a “group of US and other investors”
who want to help to “save a company impor-
tant inside and outside Croatia’s borders”.
Sberbank, which unlike VTB refused to par-
ticipate in the new loan, accused Croatia of
having nationalized Agrokor and said Zagreb
should issue state bonds to pay the debt.

The measures by Zagreb “seriously
infringe on creditors’ rights”, Sberbank chief
executive German Gref told the Rossiya 2
news channel on October 19. Croatia firmly
rejected such claims. 

Agrokor in September reported several
legal actions targeting its property mostly ini-
tiated by Sberbank-in Croatia, Britain and
across the Balkans. Sberbank also took the
group to the London Court of International
Arbitration. — AFP

Tax reforms could help Kuwait 
build non-oil revenue base: IMF

Symposium discusses economic challenges in Kuwait, Arab world 
KUWAIT: The IMF Middle East Center for
Economics and Finance in Kuwait, jointly with
the Arab Fund for Economic and Social
Development, held a high-level symposium
that discussed the economic policy challenges
faced by Kuwait and the Arab world. The IMF
Middle East Center for Economics and
Finance (CEF) in Kuwait, jointly with the Arab
Fund for Economic and Social Development
(AFESD), held a high-level symposium on
“The Economic Policy Challenges Faced by
Kuwait and the Arab World” on Tuesday. 

The event was hosted at the Arab Fund’s
Headquarters. The panel discussion was
chaired and moderated by Dr Yousef Al-
Ebraheem, Economic Advisor at Al-Diwan Al-
Amiri.  Aasim Husain, Deputy Director of the
IMF’s Middle East and Central Asia
Department and Stephane Roudet, who leads
the yearly IMF mission to appraise Kuwait’s
economic situation (the IMF Article IV
Consultation mission) started off the conver-
sation with presentations on economic chal-
lenges in the Arab world and in Kuwait. This
was followed by a discussion with Warren
Hauck, Ambassador of Australia to Kuwait,
and exchanges of views with the audience.

In his introductory remarks, Dr Yousef Al-
Ebraheem indicated that the symposium was
the seventh high-level forum organized by the
CEF jointly with the AFESD, aimed at stimu-
lating discussion on emerging economic
issues that are of special interest to policy-
makers and scholars in Kuwait and the wider
Arab community. He argued that the topic of
economic and financial sector reforms was
important in Arab countries, given pressures
due to persistent conflicts, a refugee crisis,
and, especially for GCC countries, the “lower-
for-longer” oil price environment. 

A common challenge for many countries in
the region has been to design and implement
reform programs that help lower unemploy-
ment and poverty, achieve fiscal consolidation,
and raise growth in a manner that is sustain-
able, inclusive and equitable.

Husain’s presentation highlighted that the
growth outlook was improving somewhat
across the region. Pointing to the recent
release by the IMF of its Middle East and
North Africa Regional Economic Outlook
publication, which includes detailed forecasts
for each country, he also noted that there was
a diverging growth story between groups of
countries. In oil exporters, notwithstanding an
improvement in non-oil growth to 2.6 percent
this year, overall growth was expected to drop
below 2 percent due to the OPEC+ cuts in oil
production. In contrast, growth in oil
importers was seen as recovering to over 41/4
percent this year, reflecting the global recov-
ery, stronger exports and foreign investment,
and more tourism receipts. 

Security scenario
Countries in conflict and their neighbors

continued to be affected by a difficult security
situation. Husain also stressed the progress
being made in adjusting fiscal positions in the
region, particularly in oil exporters, where the
sharp decline in oil prices had led to the emer-
gence of large deficits.

Husain stressed that, in spite of these posi-
tive developments, medium-term growth
prospects remained muted, especially in light
of the job creation challenge in the region. He
noted the IMF projections were pointing to
some increase in growth over the medium-
term for oil importers, but at a lower level than
experienced in the past. Prospects for oil
exporters were seen as relatively weaker in a
“lower-for-longer” oil price environment
that implied continued need for fiscal con-
solidation efforts. At the same time, howev-
er, 20 to 25 million youths were expected
to enter the labor force by 2022. Husain
stressed that absorbing this rapid increase
necessitated much higher growth, driven
by the private sector, and rich in jobs to
ensure opportunities for all.

Mr. Husain flagged a number of reform
areas he saw as critical to achieve these
objectives. First, he highlighted the need to
improve the quality of education. In partic-
ular, he explained training needed to cater
to the needs of the private sector as opposed
to that of governments. While in some coun-
tries, this requires more spending on educa-
tion, in others, the key is to improve the quali-
ty of the education system by reorienting
spending. 

The second area of reforms was aimed at
improving the business environment. While
some progress has been made in some areas
across the region, Husain made the point that
countries outside the Arab world were making
more rapid progress and Arab countries are at

risk of falling behind in relative terms. That, in
turn, could make it difficult to attract foreign
investment, which flows to locations with the
best business environment. He also highlight-
ed the importance of strengthening access to
finance, including in oil exporters, which in
spite of having more developed financial mar-
kets would benefit from enhanced access to
credit, particularly for SMEs. Finally, Husain
explained how deeper integration in global
value chains would help generate jobs, espe-
cially as global economic growth picks up.

Roudet started his remarks by stressing
that, with the yearly IMF Article IV
Consultation mission just starting, the event

provided an early opportunity to reach out to
a broad audience and seek views from various
stakeholders on the economic situation and
policy challenges in Kuwait. 

Building on Husain’s presentation, he high-
lighted that Kuwait, like other countries in the
region, needed to boost growth and job cre-
ation for nationals. He noted that doing so in a
more constrained budgetary environment
required rethinking the economic growth
model, moving away from public-sector and
oil-led growth and towards a model based on

private sector development and diversifica-
tion. He focused on a number of important
impediments that needed to be addressed as a
matter of priority. First, given the limited
scope for public sector jobs going forward, he
explained that labor market and civil service
reforms should encourage Kuwaiti nationals
to seek private sector jobs. 

Roudet pointed to the large difference
between compensation in the public and pri-
vate sectors, and explained that better align-
ing public sector wages and benefits in the
two sectors would provide more incentives for
nationals to seek jobs in private sector firms.
This would also help limit wage costs in the

private sector and, together with educa-
tion reforms, aimed at better matching the
skills of young graduates with the needs
of the private sector, this would in turn
encourage Kuwaiti firms to hire nationals,
enhance competitiveness, and support
higher and more inclusive growth.

Roudet described other steps critical
to private sector development, diversifica-
tion, and job creation for nationals. This
included enhanced reliance on privatiza-
tion and PPPs, which he saw as important
to reduce the influence of the State on the
economy and level the playing field. This

would in turn foster competition and encour-
age productivity gains and investment. 

He also flagged the room to further
improve the business climate and facilitate the
creation of new businesses and jobs. Roudet
noted the progress already made on this front.
He also highlighted areas where further steps
could help, including for example facilitating
access to finance and land, especially for
SMEs given their significant potential in terms
of job creation, reducing the burden of admin-
istrative procedures, easing trade barriers,

reducing excessive regulations and fostering
competition, and further alleviating restric-
tions on foreign direct investment.

Given the lower-for-longer oil price envi-
ronment, he explained why the IMF was
encouraging fiscal reforms in Kuwait, high-
lighting three broad objectives. First, he noted
the importance of saving a sufficient part of
the oil wealth for future generations, to allow
the economy and its citizens to continue to
live prosperously even after oil income dries
up. He also suggested reforms would help
gradually reduce the government deficit and
financing needs, while creating room for
growth-enhancing investment over the medi-
um term, to reduce the economy’s depend-
ence on oil. 

Finally, he explained that delinking govern-
ment expenditure from volatile oil revenue
would help maintain macroeconomic stability
by avoiding large swings in spending necessi-
tated by sharp oil price movements.

Recognizing the efforts already made by
the Kuwaiti authorities in several important
areas, including in curtailing wasteful spend-
ing and to raise gasoline and utility prices,
Roudet highlighted a number of important
reform areas that would help further raise
government savings. 

He explained that tax revenue in Kuwait
constitutes an exceptionally small part of total
revenue and that the envisaged VAT and
excise taxes and profit tax reforms would help
build a non-oil revenue base, thereby reduc-
ing vulnerability to oil price movements.
Roudet also flagged several spending areas
where significant savings can be achieved by
reducing waste and inefficiency. Redirecting
such savings to education, infrastructure, and
support for the vulnerable would enhance job
creation and opportunities for all.

KUWAIT: Dr Yousef Al-Ebraheem (second left) chairs the panel discussion as  Stephane
Roudet (second right)and Warren Hauck (right) look on during the high-level symposium
on “The Economic Policy Challenges Faced by Kuwait and the Arab World” on Tuesday. 

KUWAIT: Delegates attending the symposium that was hosted at the Arab Fund’s
Headquarters, Kuwait. — Photos by Yasser Al-Zayyat.

Dubai hosts 
summit, positions
self as Africa
investment hub
DUBAI: African officials, including four
heads of state, convened with international
CEOs at a summit yesterday in Dubai, part
of its push to position itself as a link for
huge potential investments on the conti-
nent. “We are looking at the fastest grow-
ing economy of the world ... Six out of the
top 10 fastest growing economies are just
next to us in Africa,” said the president and
CEO of the Dubai Chamber of Commerce
and Industry, Hamad Buamim.

Experts at the opening of “Next
Generation Africa”, Dubai’s fourth Global
Business Forum on Africa, said the conti-
nent’s 54 countries-home to a fifth of the
world’s population-require tens of billions
of dollars in investment in infrastructure,
energy and other sectors.  Investment,
Emirati officials hope, will be channeled
through Dubai, a trading hub and member
of the United Arab Emirates.

“We believe that Dubai’s strategic goals
can be aligned with Africa’s ambitions as it

enters a new phase of development,” said
the Dubai chamber chairman, Majid Saif al-
Ghurair.  The number of African companies
registered in Dubai jumped to 17,000 last
year, an increase of 41 percent from 2015,
according to Ghurair. Trade volume
between UAE and Africa totals around $35
billion and has been growing at a double-
digit rate annually. 

“We see potential of a growing economy
that has a lot of future ...  Africa is a great
market,” Buamim told AFP on the sidelines
of the two-day forum that has attracted
four heads of state from Africa, several min-
isters and hundreds of investors and
experts.

He said the forum is held to help channel
investments to Africa through Dubai.
Rwandan President Paul Kagame told the
meeting that Africa is witnessing speedy
reforms and a faster pace of integration,
especially among a number of regional eco-
nomic blocs formed in the continent.

“A number of steps have been taken and
progress has been made ... In the next five
to 10 years, we will see progress,” in the
integration between the various economic
blocs, Kagame said. The president said a
number of economic unity initiatives had
been adopted in Africa in the fields of cus-
toms unions, infrastructure projects, elec-
tricity links and railway networks.

“Later on, the regional economic com-
munities will join together ...  integration is
happening,” said Kagame, as he called for

greater investment inflow into Africa. The
Infrastructure Consortium for Africa (ICA)
said last month the continent must double
its spending on infrastructure over coming
years after a decline in 2016. Last year,
total investment in transport, energy, water
and IT/communications amounted to $62.5
billion, down from $78.9 billion in 2015, it
said. Investments worth between $120 bil-
lion and $140 billion is needed in the short-
term, said the report. — AFP

DUBAI: Vice President of the United Arab
Emirates (UAE) and the Ruler of Dubai Sheikh
Mohammed bin Rashid Al-Maktoum (right) sits
next to Uganda’s President Yoweri Museveni
during the opening of the Global Business
Forum on Africa, in Dubai yesterday. — AFP

KFH main 
sponsor for 
AAOIFI
KUWAIT: Kuwait Finance House Group
(KFH-Group) is participating in the
Accounting and Auditing Organization for
Islamic Financial Institutions (AAOIFI) con-
ference as a main Sponsor. The conference
will be held in the Kingdom of Bahrain on the
5th and 6th of November 20174.

The event is set to gather several global
financial industry experts to address key

issues sup-porting and hindering growth in
the sector and the development of the Islamic
financial services.

Discussions will also center on progress
being made in standardization and harmoniza-
tion of international Islamic financial practices,
a key precursor to the effective globalization
of the industry and the adoption of Islamic
financial instruments and practices worldwide.

KFH is a long standing sponsor of the
event and other industry initiatives geared at
supporting development and excellence in the
Islamic financial services. 

As KFH is a leading Islamic financial insti-
tution and one which has taken Islamic bank-
ing, finance and investing to global markets, it
is supporting this annual conference dedicat-
ed to strengthening the prospects and per-

formance of Islamic finance industry. KFH has
long taken a pioneering role in the develop-
ment of Islamic finance and fully supporting
the work of AAOIFI in seeing Islamic instru-
ments and capital markets further unify and
expand. KFH has long played an important
role in helping drive the kind of advancement
and innovation that this annual conference
aims to harness and drive forward. The indus-
try today has achieved significant growth and
expansion in the Islamic world and beyond.
KFH is keen on joining together with industry
leaders to discuss and adopt the right strate-
gies for this next stage of growth.

The conference will be followed by a num-
ber of training sessions including those to
become an AAOIFI Certified Shari’a Adviser
and Auditor. 

Seventh 
high-level forum

organized by 
CEF, AFESD


