
oxfordbusinessgroup.com

Roadmap
Recovery
Covid-19
Bahrain

July 2021



I 3
PART PART

Resilience Recovery

Content Guide

4    Pre-pandemic Economic Snapshot

5    Diverse and Digital

6    Medical Preparedness 2
PART

Response

  8    Stringency and Containment

  9    Fiscal and Monetary Measures

10    Targeted Support

11    Medical Actions

13    Economic Rebound

14    Entrepreneurial Future

15    Interview: Hala Al Ansari, Secretary-  

         General, Supreme Council for Women

16    Digitally Enabled

18    Financial Stability

19    Open for Business

20    Cautious Optimism

Bahrain2 OBG Covid-19 Recovery Roadmap July 2021



Bahrain3 July 2021

I 3
PART PART

Resilience Recovery

4    Pre-pandemic Economic Snapshot

5    Diverse and Digital

6    Medical Preparedness 2
PART

Response

  8    Stringency and Containment

  9    Fiscal and Monetary Measures

10    Targeted Support

11    Medical Actions

13    Economic Rebound

14    Entrepreneurial Future

15    Interview: Hala Al Ansari, Secretary- 

 General, Supreme Council for Women

16    Digitally Enabled

18    Financial Stability

19    Open for Business

20    Cautious Optimism

OBG Covid-19 Recovery Roadmap



4 July 2021Infographic source: Ministry of Finance and National EconomyBahrain

Part 1: Resilience 

Pre-pandemic Economic Snapshot
Bahrain entered the Covid-19 pandemic 
after 24 years of continued economic 
expansion, with GDP growth peaking at 
8.3% in 2007 before moderating to 1.8% 
in 2019. In the year before the pandemic 
was declared, the country had a GDP per 
capita of $45,011, putting it ahead of G7 
countries such as Japan and Italy, and only 
marginally behind the UK and France. 

As well as enjoying a large degree of 
prosperity, Bahrain had several other 
strengths that bolstered its economic 
resilience to the shock of the Covid-19 
pandemic, including a relatively diverse 
economy that allowed it to absorb the 
impact across a broad range of sectors 
that were not all subject to the same 
sudden demand fluctuations. Oil and gas 
contributed 17.8% to GDP in 2019, while 
financial services and manufacturing 
contributed 16.5% and 14.5%, respectively. 
Other major economic contributors were 

transport and communications (7.7%), 
construction (7.3%) and real estate (5.4%). 
The country also has low operational costs 
compared to its larger neighbours, which 
made it easier for businesses in many 
sectors to ensure continuity. 

Bahrain is highly dependent on trade, 
however, with the sum of imports and 
exports equivalent to 142% of GDP in 
2019, compared to 64% in neighbouring 
Saudi Arabia. This dependency meant 
Bahrain was vulnerable to the disruption 
in global supply chains, and the 
accompanying downturn in international 
demand for a broad range of products 
and services when the pandemic took 
hold. Bahrain also entered the pandemic 
with relatively high debt levels, having 
been adversely affected by the slump in 
oil prices that began in 2014 and lingered 
through 2019. In an effort to stabilise 
public finances and rectify persistently 

large deficits, the government launched 
a fiscal balance programme in October 
2018 with the aim of balancing the budget 
by 2022. Although Covid-19 response 
and mitigation measures have placed 
further strain on government coffers, 
policymakers reiterated their commitment 
to the programme in early 2021. With 
a smaller asset base in terms of foreign 
exchange reserves and sovereign wealth 
funds than its GCC peers, Bahrain has 
tended to rely on external debt to finance 
deficit spending – with neighbours Saudi 
Arabia, the UAE and Kuwait pledging 
$10bn in concessionary funding in 2018 
to help Bahrain stabilise its economy 
and meet fiscal balance objectives. 
Looking further ahead, the country’s 
openness to foreign trade and investment, 
coupled with its pro-business legislative 
environment, should help it to recover 
in tandem with a rebound in global 
consumer sentiment and demand. 

Bahrain's primary non-oil trading partners, 2019 
(share of total value)
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Part 1: Resilience 

Although oil and gas remains Bahrain’s largest 
single economic contributor, its share of overall 
GDP has declined from around 56% in 2000 
to 17.8% in 2019 on the back of concerted 
diversification efforts. As a result, Bahrain’s 
economy is the most diversified in the GCC, 
making it generally less susceptible to downturns 
in the commodities market. 

Prior to the pandemic, the fastest-growing non-
oil sector was tourism and hospitality, which 
expanded by 6.8% in 2019. Tourism was shaping 
up to be a major economic growth engine 
before global travel was severely disrupted, with 
the length of the average tourist stay in the 
country higher in 2019 than the previous year. 
However, financial services remains the largest 
non-oil sector, with the overall balance sheet of 
the banking sector growing by 6.4% and loans to 
the private sector up 2.3% in 2019. 

The strength of Bahrain’s economy is evidenced 
by significant pre-pandemic growth in non-oil 

exports, which comprise 60% of the country’s 
total merchandise export basket. Non-oil 
exports grew by 19.3% year-on-year (y-o-y) in 
the first quarter of 2019 and by 14.8% y-o-y in 
the second quarter. Manufactured goods make 
up the bulk of non-oil exports and more than 
40% of total exports. Bahrain’s manufacturing 
industry benefits from an advanced logistics 
network, close integration with larger 
neighbours and low operating costs. 

The country’s overarching blueprint for long-
term economic diversification is Economic 
Vision 2030, launched in 2008. Medium-term 
strategies are guided by Government Action 
Plans; the most recent, covering 2019-22, is 
aligned with the fiscal balance programme 
that aims to create a sustainable equilibrium 
between public expenditure and revenue. One 
of the key areas of focus in the 2019-22 plan is 
to support the private sector in driving national 
development and creating opportunities for 
citizens and investors; the private sector already 

Diverse and Digital
accounts for around 80% of GDP. At the heart of 
the country’s private sector development agenda 
is digital transformation, with Bahrain benefitting 
from a mature telecoms market and robust digital 
infrastructure, which is paving the way for the 
vibrant small business segment to leverage digital 

tools for future growth. Internet penetration 
stood at 99% and mobile penetration at 131% 
at the beginning of 2020, which meant that 
businesses and individuals were well placed to 
adapt to the sudden shift towards remote work, 
education and commerce that followed. 

Economic indicators, 2018-19 (%)
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Part 1: Resilience 

Bahrain had developed an advanced health care system 
in the years leading up to the Covid-19 pandemic, backed 
by integrated policies tailored to the country’s specific 
challenges and needs. The Ministry of Health collaborates 
on sector goals with other stakeholders, including the 
National Health Regulatory Authority, which oversees 
private operators, and the Supreme Council of Health, 
which determines national health strategy. Stakeholders 
are guided by the National Health Plan 2016-25, which is 
underpinned by a commitment to universal health care. To 
this end, and in an effort to create a sustainable funding 
model, Bahrain passed the National Health Insurance Law 
in 2018, making it compulsory for all citizens, residents 
and visitors to have health coverage. However, the 
implementation of the scheme – known as Sehati – has 
experienced delays as policymakers continue to refine the 
details, and is now expected in the second half of 2021. 

The country has a youthful population by international 
standards, a factor that enhanced resilience to the 
pandemic, as a very small segment of society is elderly and 
therefore at heightened risk of hospitalisation and death 
from Covid-19. In 2019 some 58% of the population was 
aged 34 and below, while less than 2% of the population 

was aged 70 and above. Bahrain also has a high rate of 
childhood vaccination against various illnesses, ranging 
from 96% to 100% depending on the vaccine. This may 
help to explain why Bahrain did not experience the same 
level of vaccine hesitancy that has hindered the rollout 
of Covid-19 immunisations in some other markets. At 
the same time, Bahrain has a relatively high rate of non-
communicable diseases (NCDs) linked to lifestyle factors. 
NCDs account for around 83% of all deaths in Bahrain, 
compared to a global average of 71%. In particular, the 
incidence of obesity – which studies suggest could triple 
the risk of hospitalisation from Covid-19 – has continued 
to rise since the turn of the century. 

In terms of funding, the share of health expenditure in 
total public outlay has declined over the past decade – 
from 9.3% in 2009 to 6.7% in 2018 – as the private sector 
has gradually assumed a larger role in provision in line 
with government objectives. Specialist private facilities 
are prevalent in the secondary and tertiary care segments, 
where they complement the public 1200-bed Salmaniya 
Medical Complex (SMC); public facilities dominate primary 
care. In line with the broader liberalisation agenda for 
health care in the country, there are plans to make the 

Medical Preparedness
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SMC and other public facilities autonomous by 2025-26, giving them freedom 
in terms of administration and finance. The strong track record of collaboration 
between the public and private sectors helped to ensure an integrated approach 
was taken to tackling the health challenges of the pandemic.

Government and private sector health expenditure, 2008 vs 2018 
(% of total)

Private sectorGovernment

20182008

33.9

66.1 58.8

41.2
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Mobility trends in Bahrain during the Covid-19 pandemic (% compared to baseline*)

*The baseline is the median value for the corresponding day of the week during the five-week period of Jan 3-Feb 6, 2020
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Graph source: Google Mobility Reports

Bahrain’s policymakers were aware of the 
dangers of the novel coronavirus even 
before the spread was declared a pandemic 
by the World Health Organisation on March 
11, 2020. The country registered its first 
confirmed Covid-19 case on February 24 
in a citizen returning from Iran, and the 
first Covid-19-related death in the country 
was confirmed on March 16. A flurry of 
preventive and containment measures 
was announced by the government that 
month in response to the evolving situation, 
including the March 17 closure of gyms, 
cinemas and cafes, and the provision 
that restaurants could only operate on a 
takeaway or delivery basis. On the same day, 
Bahrain implemented bans on travellers 
arriving from countries deemed to be high 
risk, and visas on arrival were suspended the 
following day. Shortly after, all arrivals from 
abroad were subject to testing and self-
isolation for 14 days, regardless of whether 
they had symptoms. However, shopping 

malls and some stores were permitted to 
reopen as early as April 9, 2020, and the 
general trajectory from the middle of the 
year was towards a cautious easing of 
restrictions alongside stringent testing 
and tracing measures and the scaling up of 
treatment capacity. 

A spike in cases in January 2021 prompted 
Bahrain to impose a raft of new 
containment and prevention measures, 
with up to 70% of public sector employees 
required to work from home, gatherings 
limited to 30 people and all entertainment 
venues closed. Measures were tightened 
further in late May and then extended until 
June 25, with educational institutions limited 
to remote instruction during this period. On 
June 21, 2021 Bahrain reported 403 new 
cases, which was down from a peak of 3274 
on May 29 and the lowest daily number since 
January of that year, suggesting the stricter 
measures were having the intended effect.

Stringency and Containment

Part 2: Response
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Fiscal and Monetary Measures
Bahrain acted swiftly in the early stages of the 
pandemic to deploy fiscal and monetary measures 
to help the economy absorb the shock. On March 
17, 2020 the government announced an initial 
BD4.3bn stimulus package – equivalent to 29.6% 
of annual GDP. Relative to the economy’s size, 
this was the largest stimulus package in the GCC. 
The package included a range of temporary 
fee exemptions and full utility subsidies for 
households and businesses. It also covered the 
salaries of all Bahraini private sector employees 
for an initial period of three months. This 
particular measure was crucial to safeguarding 
employment and maintaining household liquidity 
while easing pressure on corporate cash flow. The 
latter challenge was also addressed through the 
Liquidity Support Fund (LSF). Introduced in late 
2019 to help viable companies with short-term 
payment obligations, the LSF’s available capital 
was doubled to BD200m as part of the initial 
stimulus package. Together with this, Tamkeen – a 
semi-autonomous authority created to spur the 
development of the private sector – announced 
the Business Continuity Support Programme, 

which provided over BD54m in assistance to more 
than 15,600 small and medium-sized enterprises 
(SMEs) in 2020. Businesses that were hardest 
hit continued to receive 50% wage support for 
Bahraini employees until April 2021. 

The Central Bank of Bahrain (CBB) also played 
a leading role in stimulus efforts. With its loan 
facilities raised to BD3.7bn, the CBB instructed all 
banks to defer loan repayments. The first deferral 
was for six months, from March to September 
2020, during which time banks charged no 
interest. The CBB has extended the deferrals 
three times since then, through to the end of 
2021, but has allowed banks to charge interest. 
As of May 2021 the total amount of deferred loan 
installments in the banking system was BD5.1bn. 
While these measures place considerable pressure 
on public finances, the government is prioritising 
recovery over revenue. The focus until the end 
of 2021 is expected to be on maintaining public 
spending in support of the economy, raising 
capital in international markets to finance the 
deficit and reducing costs in public departments. 

Part 2: Response

Economic  
stimulus 
package

Paying salaries of 
Bahraini private sector 

employees

Loan facilities from
the central bank
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Tamkeen 
support

Increase to Liquidity 
Support Fund

No rent on 
government-owned 

industrial land
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the extension of Tamkeen’s Business Continuity 
Support Programme beyond its first three 
months focused on restaurants, coffee shops, 
gyms and travel agencies. 

In addition to these direct support measures, 
the government announced BD24m in electricity 
subsidies for SMEs. It is also facilitating access to 
public contracts through a new SME registration 
system that grants registered companies a 10% 
advantage in government tenders and auctions. 
The participation of SMEs in public contracts has 
been steadily expanding in recent years, with a 
record number of tenders awarded to SMEs in 
2020, for a total of nearly BD55m. 

The real estate sector was also affected by the 
pandemic, experiencing an 11% decline in the 
combined value of transactions in 2020, although 
it rebounded in the second half of the year. To 
ensure sustainable future growth, that year 
the Real Estate Regulatory Authority mandated 
that all real estate valuations be conducted by 
appraisers licensed by the authority. 

The pandemic was acutely felt by Bahrain’s 
SMEs, which account for 98% of all companies 
registered in the country. This was particularly 
the case for those in the tourism and hospitality 
sector, as these establishments incurred an 
estimated loss of BD1bn in 2020 due to travel 
restrictions. Saudi nationals usually make up 88% 
of Bahrain’s visitors, so the closure of the King 
Fahd Causeway, which links the island with Saudi 
Arabia, was the main reason for the severe drop 
in arrivals. With tourism and hospitality at risk, 

Small and medium-sized 
entities account for 98% 

of all registered 
companies in Bahrain

July 2021

Bahrain Development Bank (BDB) began 
operations in 1992 as a policy bank focused on 
financing and developing small and medium-
sized enterprises (SMEs) and start-ups, as 
well as fostering a wider entrepreneurship 
ecosystem. To mitigate the health risks 
associated with the Covid-19 pandemic and 
adhere to government directives, 60% of BDB 
staff shifted to remote work in early 2020. 
The bank upgraded its technology services 
and provided its employees with the hardware 
and software tools needed to maintain 
business continuity. Internal meetings could 
not be attended by more than three people 
and external ones were conducted remotely 
whenever possible. Other related policies 
included increased communication with staff 
regarding safety measures, as well as the 
provision of personal protective equipment 
required in a business environment. 

The bank also participated in national 
programmes to support SMEs during the 

health crisis. The first such initiative consisted 
of the deferment of loan repayments 
introduced by the Central Bank of Bahrain 
in March 2020 and effective through June 
2021. The second programme, backed by the 
Ministry of Finance, offered banks access to 
the Liquidity Support Fund to sustain SMEs’ 
working capital. The fund enabled banks to 
grant low-interest loans and allowed the BDB 
to increase its disbursements to SMEs by 
179% in 2020, compared to 2019.

The bank’s efforts to support local SMEs were 
facilitated by the previous introduction of 
performance-driven internal processes, such 
as IT upgrades initiated in 2019 that furthered 
digitalisation. Looking towards the future, the 
bank aims to enhance its SME service offering 
through the adoption of technologies such 
as cloud computing, artificial intelligence, 
and an easily accessible digital platform for 
banking products and services, thus helping 
to strengthen the digital banking ecosystem. 

Part 2: Response
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Given Bahrain’s open and trade-dependent economy, 
policymakers have been keen to utilise advanced 
medical capacity and technological innovation to ease 
the restrictions on daily life that constrained economic 
activity in 2020-21. The country quickly established a 
dedicated national task force to coordinate response 
and mitigation efforts, with advice and updates for 
citizens and residents accessible through the special 
Health Alert website operated by the Ministry of Health. 
In tandem, the BeAware Bahrain smartphone app was 
quickly developed to facilitate contact tracing and related 
quarantine procedures.

In an effort to curb the spread of the virus and ensure 
equitable access to care, a royal directive was issued at 
the start of the pandemic to provide free Covid-19 testing 
and treatment for all citizens and residents. Testing and 
quarantine facilities were quickly established and scaled 
up, with the kingdom achieving one of the highest per 
capita testing rates in the world by August 2020. As of 
June 21, 2021 Bahrain had a testing rate of 2886 per 
1000 people, placing it in the top 10 globally. Mobile 
testing units were also deployed to conduct random tests 
at various sites, averaging 300-400 per day. Meanwhile, 

treatment capacity expanded rapidly in the early stages 
of the pandemic, with the number of beds in public 
treatment and isolation centres rising from 4257 in May 
2020 to 7187 a month later. 

Advanced testing and treatment was effective at 
mitigating some of the most severe health care 
challenges for much of 2020, and the vaccine rollout 
from late December offers hope for an end to the 
pandemic. Bahrain began offering free Covid-19 vaccines 
to adult citizens and residents at the end of 2020 and 
had achieved one of the highest per capita vaccination 
rates in the world by June 2021. Bahrain has approved 
five vaccines for use: the Pfizer/BioNTech and Johnson 
& Johnson jabs developed in the US; China’s Sinopharm; 
Russia’s Sputnik V; and India’s Covishield. The Sinopharm 
vaccine accounted for the majority of doses administered 
in the first half of 2021, and in June Bahrain made the 
Pfizer/BioNTech vaccine available as a booster shot to 
people initially immunised with Sinopharm, which some 
early studies have shown to be less effective against new 
variants. Together, these measures have helped to keep 
Bahrain’s case-fatality rate below 0.5% since mid-April 
2020, compared to a global average of 2.2% in June 2021. 

Medical Actions 

Part 2: Response
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Bahrain’s multifaceted and coordinated 
response to the pandemic prevented severe 
damage to lives and livelihoods. Nonetheless, 
the economy contracted by 5.4% in 2020 
as the pandemic significantly impacted 
vital sectors such as energy and tourism. 
Although the economy is set to rebound, 
with the IMF estimating GDP growth of 
3.3% in 2021 and 3.1% in 2022, the widening 
fiscal deficit poses a challenge. Due to the 
elevated public spending deployed to help 
the economy withstand the pandemic-related 
shock caused by low oil prices and subdued 
demand, the overall fiscal deficit increased 
to 18.2% of GDP in 2020. For 2021, Bahrain’s 
government forecasts a deficit roughly 
amounting to 9.1% of projected GDP. 

Bahrain turned to international markets 
to finance the deficit, issuing sovereign 
bonds in May 2020 and January 2021 worth 
a combined $4bn. As a result, public debt 
rose from 102% of GDP in 2019 to 133% of 

GDP in 2020, and is projected to increase to 
129% of GDP in 2021. In parallel, the country 
has also experienced a deterioration of 
its current account balance, registering a 
deficit equivalent to 9.6% of GDP in 2020. At 
the same time, Bahrain remains committed 
to its Fiscal Balance Programme 2018-22 
and demonstrated willingness to advance 
its fiscal consolidation goals during the 
pandemic by announcing a 30% cut to 
operational expenditure across ministries and 
government agencies, although challenges 
related to subsidies reform remain. 

Moving forwards, Bahrain’s relatively diverse 
economy is expected to benefit from its 
proximity to the large market of Saudi 
Arabia, sound regulations, and a young, well-
educated and increasingly entrepreneurial 
population. In the years to come increasing 
private participation in the economy will 
be the key to sustaining prosperity, and the 
country is on a positive track in this area. 

Economic Rebound 

Part 3: Recovery 

Graph source: IMF
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Entrepreneurial Future 
Despite the economic downturn, Bahrain’s small 
and medium-sized enterprise (SME) segment has 
shown signs of resilience and growth, with the 
number of individual commercial registrations up 
by 109% month-on-month in June 2020. Bahrain 
Economic Vision 2030 and the 2018 national 
SME strategy have prioritised support for SMEs, 
and the country aims to increase the number of 
Bahrainis employed in the segment from 36,000 
in 2019 to 43,000 by 2024, as well as boost their 
share of the national export basket from 8% to 
20% over the same period. Given Bahrain’s small 
domestic market, one key aspect of the SME 
strategy is focused on helping them to access 
opportunities overseas. To this end, Export 
Bahrain, an initiative of the SME Development 
Board, broadened its export support efforts 
during the pandemic. For example, in May 2021 
it launched Start-up Exporter, which provides 
incentive-based grants to overcome liquidity 
challenges faced by first-time exporters. 

Export Bahrain is also rolling out a national 
e-commerce initiative in partnership with 
local, regional and international e-commerce 

platforms, seeking to reduce costs associated 
with listing fees, commissions and other areas. 
Lastly, in collaboration with the Supreme 
Council for Women, Export Bahrain seeks to 
strengthen its engagement with women-owned 
SMEs. In an indication of the entrepreneurial 
potential among Bahraini women, approximately 
41% of Export Bahrain customers are women.

Case Study 

Established in 2001, the Supreme Council 
for Women (SCW) of Bahrain is an advisory 
body that works to advance Bahraini women 
in society through a mix of policy, legislation, 
and research and development. Since the 
outbreak of Covid-19, Bahraini women have 
played a crucial role in mitigating the impact 
of the pandemic on society and the economy. 
For example, around 70% of Covid-19 frontline 
workers are women. The SCW would like to 
see gender balance monitored throughout the 
recovery phase in Bahrain, with a strategic plan 
to evaluate the impact on the most affected 
areas of the community.

Despite the pandemic, active commercial 
registrations from female entrepreneurs have 
remained consistent at the rate of 42% in 2020. 
Female entrepreneurs are transforming the 
business landscape in Bahrain by developing 
digital channels to communicate better with 
customers, enhance collaboration, diversify 

operations and meet the country’s evolving 
needs. The pandemic has accelerated the 
digitalisation process that has been under way in 
Bahrain for some time, altering the perception 
of priorities in this space. For example, the 
health crisis has illustrated the positive effects 
of remote work in improving work-life balance 
without constraining productivity. Flexible 
remote-working arrangements could help 
expand female participation in the workforce 
by reducing the need to secure full-time child or 
elderly care options, as well as boosting access 
to various lifelong learning tools. 

Looking ahead, the SCW would like to see female 
university graduates play a greater role in 
shaping the post-pandemic economy by utilising 
their education and skills, while benefitting from 
policies such as the Central Bank of Bahrain’s 
financial technology regulatory sandbox, the 
SCW’s National Initiative for Gender Balance in 
Future Sciences and crowdfunding regulations.

Part 3: Recovery 
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Hala Al Ansari
Secretary-General, Supreme Council for Women (SCW)

July 2021

How is the Covid-19 pandemic shaping 
gender balance strategies in Bahrain? 

The advancement of Bahraini women is one of the 
main priorities of our society, and we are working to 
make gender balance a sustainable reality. The SCW 
produces a report every two years that highlights 
gender imbalances and gains in Bahrain’s economy 
and society. This, in turn, informs specific policies to 
facilitate gender balance throughout all levels and 
sectors in the country. 

As we slowly move towards the post-pandemic 
economic recovery phase, it is important to ensure 
that gender balance is monitored and maintained at 
a strategic level with a particular emphasis on areas 
most affected by the Covid-19 pandemic, such as 
small and medium-sized enterprises and the activities 
of new entrepreneurs.

Thus, in addressing the socio-economic repercussions 
of the pandemic, the SCW has revised Bahrain’s 

National Strategic Plan for Women’s Advancement for 
the 2021-22 period by taking into consideration the 
policies and temporary measures adopted to combat 
the pandemic, with the aim of building on its success 
and ensuring its sustainability.

In what ways are female entrepreneurs 
providing innovative solutions to resolve 
challenges of the pandemic?

Entrepreneurship is not new to Bahrain; it has been 
in our culture since the early pearling days, although 
now it is changing in these challenging times. Female 
entrepreneurs are actively transforming the way they 
manage businesses by engaging with customers via 
new digital channels, establishing collaborations with 
other businesses, and expanding their operations to 
regional and global markets. At the same time, many 
female entrepreneurs in the country have started 
enterprises to cater to people’s new requirements 
within the new normal, often undertaking more than 
one job. By doing so, they are not only assisting in 

the country’s economic recovery, but are also making 
daily life easier for Bahrainis.

How would a reduction in the gender 
gap enhance Bahrain’s post-pandemic 
investment and business climate?

Bahrain would achieve greater returns on 
investment by having more women in the business 
community. The majority of graduates today in 
Bahrain are women, and as substantial resources 
have been invested in public education, it would be 
counterproductive for these women not to deploy 
their skills in the economy. 

Indeed, the priority is to focus on adopting multiple 
and more flexible learning pathways into the labour 
market while promoting lifelong learning and 
encouraging work-life balance. This will have a positive 
effect on enhancing Bahrain’s investment climate, as 
it shows our commitment to addressing constraints 
on our time with proactive and decisive measures.

OBG Covid-19 Recovery Roadmap
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As the first GCC member country to liberalise 
its telecoms sector in 2004, Bahrain has 
emerged as a regional leader in terms 
ICT infrastructure and services. From a 
regulatory standpoint, Bahrain became the 
first country in the MENA region to ratify the 
UN Electronic Communications Convention 
in 2020, which will support a new wave of 
digital businesses and strengthen investor 
protections. This aligns with Bahrain’s efforts 
to meet multilateral standards, such as the 
e-commerce model laws developed by the 
UN Commission on International Trade Law, 
which the country adopted in 2018, as well as 
the Personal Data Protection Law, which was 
introduced in the same year. 

With a clear regulatory environment and 
affordable internet services, Bahrain is 
well positioned for expansion in the digital 
economy, provided the country’s SMEs can 
scale up and invest in digital transformation, 
particularly in e-commerce. In a positive 

sign for the prospects of ICT-centred 
innovation, in early 2021 Bahrain achieved 
full nationwide 5G coverage, becoming the 
first country in the region to do so and one 
of the first in the world. This sets the stage 
to increase the ICT sector’s contribution to 
the national economy, which currently stands 
at almost 3% of GDP. While the widespread 
adoption of 5G gives rise to more complex 
cybersecurity challenges, it holds the 
potential to both improve broadband services 
and to advance in a number of multipurpose 
technologies associated with the Fourth 
Industrial Revolution, such as the internet 
of things, augmented and virtual reality, 
and robotics. Furthermore, fast, efficient 
and reliable connectivity allows Bahrain 
to position itself as a leading provider 
of business process outsourcing (BPO) 
services at a time when changes in end-user 
interaction and the widespread adoption of 
remote work is enabling more effective and 
efficient customer service models. 

Digitally Enabled 

Part 3: Recovery 

ICT revenue growth by top-five IT solutions, 2019-24F (CAGR %)
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ICT spending in Bahrain is estimated to 
reach $2.1bn by 2024
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Silah Gulf is a Manama-based business process 
outsourcing (BPO) provider specialised in customer 
experience. It was established in 2009 as a joint 
venture between Bahrain’s Information and 
eGovernment Authority and UK-based BPO firm 
Merchants. Silah Gulf has operations in Bahrain, 
Kuwait and Saudi Arabia, and provides solutions 
to entities across the economy, including those 
in government, telecommunications, financial 
services, aviation and health care. 

The company was well equipped to manage the 
rapid switch to remote work and communications 
during the Covid-19 pandemic, and, as such, 
experienced minimal disruption to its operations. 
This enabled it to meet increased demand for 
contact centre activities directly managed or 
supported by the firm. Silah Gulf implemented 
flexible staffing and work schedules for on-site 
operations and, where possible, deployed cost-
efficient technologies to handle larger work 
volumes, including chatbots and advanced 
interactive voice-response systems. As a result 
of these and other changes, Silah Gulf registered 
record revenue growth in 2020 despite the wider 
challenging economic climate.

The pandemic led to economy-wide shifts in 
business operations and communication with 
customers, creating new opportunities for 
investment and innovation. First, as private 
companies and public institutions began migrating 
to remote models of communication with end 
users, Silah Gulf was able to raise its profile 

in consultancy and training by leveraging its 
experience with established entities in both the 
private sector and the government of Bahrain, the 
latter of which is currently developing a chatbot 
in partnership with Silah Gulf that will act as the 
single user interface for public services. Second, 
the widespread acceptance and adoption of 
remote work, combined with demand for flexible 
work options from various segments of society, will 
continue to change how companies do business. 
These factors are expected to lead to new staffing 
approaches for customer experience outsourcing. 
Remote part-time work models, for instance, 
can provide the agility sought by both employers 
and employees. Third, technological disruption is 
shifting preferences from voice-based customer 
experience to hybrid models that use digital and 
autonomous tools. In this regard, Silah Gulf’s 
strategy focuses on two fronts. On the one hand, it 
is expanding research and development to increase 
automation. Breakthroughs in artificial intelligence, 
big data and robotics can be integrated into the 
customer experience to solve increasingly complex 

questions through automated means or with little 
human input. On the other hand, Silah Gulf expects 
that the main source of value added for customer 
experience-focused BPO providers going forwards 
will be realised by upskilling employees so that 
even the most technically demanding requests can 
be quickly and successfully handled by staff.

BPO service providers stand to benefit from 
these short- and long-term changes, especially as 
these developments will facilitate more complex 
operations in a quickly changing economy. “A 
customer experience industry in which automation 
and human interaction are seamlessly integrated to 
satisfy customer requirements will alleviate budget 
pressures and provide stimulating experiences for 
agents working on complex problems assisted by 
augmented technologies,” Feras Ahmed, CEO of 
Silah Gulf, told OBG. “This innovation will allow a 
single agent to address several requests in even 
the most difficult sectors, such as banking and 
health care, which will result in better employee 
salaries and greater customer satisfaction.”

Part 3: Recovery 
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Financial Stability 
Bahrain’s financial institutions entered the 
pandemic in a position of strength: in 2019 the 
financial services sector contributed 16.1% to 
GDP. Despite the pandemic-induced decline 
in real estate prices, asset-quality indicators 
and profitability in 2020, the sector remained 
relatively stable. Looking ahead, the gradual 
easing of government support from 2021 could 
herald a rise in non-performing loans once 
mandatory and voluntary loan deferments 
end. This will help to reveal the extent of the 
medium-term financial impact. Nevertheless, 
the recovery in national and global growth that 
is expected in 2021, together with strong bank 
balance sheets and regulatory flexibility, should 
ensure that any challenges remain manageable.

With loan growth expected to remain below 
5% in 2021 and 2022, and profitability subdued, 
increasing digitalisation should boost value 
to customers as costs are reduced. Bahraini 
banks were well positioned to adapt to social-
distancing rules thanks to the groundwork laid 
over recent years. Real-time transactions via the 
Electronic Fund Transfer System introduced by 

the Central Bank of Bahrain (CBB) increased six-
fold in December 2020, maintaining an upwards 
trend for six months. In terms of supporting 
legislation, the CBB’s Bahrain Open Banking 
Framework, which was previously issued in 
2018 and is consistent with the European 
Payment Services Directive, achieved full 
implementation by banks in April 2021. 
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Case Study 

Ebdaa Bank was established in 2009 as the first 
microfinance bank in Bahrain, with the objective of 
contributing to socio-economic empowerment by 
providing microcredit opportunities to low-income 
citizens. While microfinancing differs in a number 
of ways from conventional banking, Ebdaa Bank 
followed the Central Bank of Bahrain’s Covid-19 
guidelines for the financial industry to minimise 
the impact of the pandemic on local small and 
medium-sized enterprises (SMEs) and individuals. 
Additionally, Ebdaa Bank quickly moved operations 
online, with 50% of its staff working from home in 
the early stages of the pandemic. 

Ebdaa Bank expects that demand for digital 
services will continue to grow as clients have 
already shown preference for online loan 
application processes. As such, the potential 
for collaboration with the financial technology 
segment is significant. Ebdaa Bank will be investing 

in digitalisation, and is planning to partner with a 
Belarusian software company to have 100% of the 
bank’s operations online by December 2021.

“Until recently the microfinance sector in Bahrain 
was predominantly analogue and inefficient, but 
the future lies in technology,” Khaled Al Gazawi, 
CEO of Ebdaa Bank Bahrain, told OBG. “Growth in 
the industry is tied with cost-reduction strategies, 
and this will come with greater automation and 
digitalisation, and by carefully analysing which 
investments in this area are needed.” 

The Covid-19 pandemic also accelerated the digital 
transformation of local SMEs. In this context, 
Ebdaa Bank aims to become a partner for clients’ 
digital transformation strategies. As of October 
2020 more than 250 loans had been granted to 
clients through the year in order to facilitate the 
development of their online operations. 

Part 3: Recovery 
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The tourism sector is set for a partial 
recovery in 2021, thanks to the gradual 
easing of restrictions on mobility and 
gatherings. For example, in March fully 
vaccinated spectators were permitted to 
attend Bahrain’s Formula 1 Grand Prix. 
Most importantly, the King Fahd Causeway 
linking Bahrain and its largest tourism source 
market, Saudi Arabia, reopened on May 17, 
bringing much needed relief to individuals 
and businesses on both sides of the border. 
Bahrain International Airport (BIA), however, 
was never closed, despite the challenges of 
the pandemic. This decision was recognised 
by the International Air Transport Association 
as facilitating international passenger 
connectivity during a critical period, with 
many stranded passengers opting to use 
Bahrain as a transit point to return to their 
home countries. Additionally, the country 
was one of the first to replace quarantine 
requirements for arriving travellers with 
mandatory PCR tests in August 2020. Moving 

forwards, BIA’s new passenger terminal, 
which began operations in January 2021, will 
contribute to increased visitor flows once 
the disruption of the pandemic subsides, 
raising Bahrain’s profile as a transit centre. 
Beyond transport infrastructure, the country 
is gearing up to attract international tourists 
through the development of new projects. 
For example, the 1.7-km Dilmunia Canal 
project – which hosts a variety of water 
features in a high-end retail district – is set 
to fully open in 2021, while the mixed-use, 
1.6m-sq-metre Bilaj Aljazayer beach project 
received approval in April 2021 – the first 
phase of which is estimated to cost BD12m.

With a new tourism strategy under 
development in an effort to comprehensively 
integrate all segments, sports-related 
tourism is one notable area earmarked for 
growth. Bahrain will host the 2021 Asian 
Youth Para Games in December and in May 
established the General Sports Authority. 

Open for Business 

Part 3: Recovery 

Graph sources: btea; World Bank
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While the unpredictable nature of the ongoing global Covid-19 
pandemic makes it difficult to forecast Bahrain’s economic growth 
with certainty, the successful vaccine rollout across the Gulf and 
concurrent easing of restrictions suggest that 2021 and 2022 will see 
a robust recovery in the trade-dependent economy. Indeed, the IMF 
projects Bahrain will have the highest growth rate in the GCC in 2021. 
In a positive sign for a country actively trying to ease its economic 
dependence on oil, FDI inflows in 2020 were mostly concentrated 
in professional, scientific and technical activities (BD370.1m); 
construction (BD148.4m); and wholesale and retail (BD139.4m). 
Bahrain’s FDI strategy in based on a multi-sectoral approach that 

emphasises the country’s ease of doing business, international 
connectivity and cost effectiveness. Demonstrating Bahrain’s 
international attractiveness for investment, the capital Manama 
ranked fifth globally and first among small and mid-sized cities for 
FDI strategy in the 2021 Global Cities of the Future Index, produced 
by The Financial Times’ fDi Intelligence magazine. The reform 
momentum within the country has also been recognised by the 
World Bank, which named Bahrain among the top-10 most improved 
economies in the world in its “Doing Business 2020” report. Under 
its comprehensive reform programme, Bahrain created a specialised 
commercial court for dealing with business contractual issues; 

streamlined and digitised administrative procedures relating to 
construction, property, taxes and utilities; and eased cross-border 
trade flows by deploying artificial intelligence-powered Customs 
scanners at the King Fahd Causeway. 

With significantly lower operating costs than many of its GCC peers, 
combined with a high quality of life in a multicultural environment, 
Bahrain could attract foreign businesses active in neighbouring Saudi 
Arabia to open satellite offices across the border. Moreover, Bahrain 
allows 100% foreign ownership in many sectors, as well as levies no 
corporate tax outside of the oil and gas sector, nor income taxes.

Cautious Optimism 

Part 3: Recovery 
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6 Key Takeaways

5Bahrain’s policymakers have remained 
committed to the Fiscal Balance Programme, 
which aims to create a sustainable equilibrium 
between public expenditure and revenue. With 
this mind, the private sector will have a vital 
role to play in driving the economic recovery, 
aided by government incentives. 

With a relatively small domestic market, 
Bahrain is an open and largely trade-
dependent economy, making it vulnerable to 
the sudden disruption to global supply chains 
that occurred at the outset of the pandemic. 
However, its diversified export portfolio helped 
cushion against lower levels of demand in 
many segments. This diversity is expected to 
be an asset in the recovery phase. 

2

6Looking ahead, Bahrain has several key 
advantages that should help it become an 
attractive post-pandemic investment 
destination, including pro-business regulations, 
low operational costs, human capital, strong 
international connectivity, and close proximity 
to and relations with Saudi Arabia.  

3Although details of the planned national 
health insurance scheme have yet to be 
finalised, Bahrain developed an advanced and 
effective health care system in the years prior 
to the pandemic, marked by strong synergies 
between the public and private sector. 
These efforts facilitated a robust health care 
response, with free testing and treatment 
provided to all citizens and residents. 

Bahrain entered the Covid-19 pandemic with 
the most diversified economy in the GCC, 
which meant it was less susceptible to the 
sharp drop in international oil prices. The 
country also benefits from some of the lowest 
operational costs in the region. This, combined 
with supportive measures implemented by 
the government and central bank, helped 
businesses maintain continuity.

The country’s advanced Covid-19 testing and 
treatment capabilities, combined with an 
accelerated public vaccination programme, 
have kept Bahrain’s Covid-19 case-fatality rate 
significantly below the global average, while 
enabling the country to ease restrictions on 
mobility and kick-start vital service industries. 

4

1
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