III. INDUSTRIAL DEVELOPMENT POLICY AND BUSINESS ENVIRONMENT
ASSESSMENT

1. Industrial Development Policy

1) An overview of Industrial Development Policy

Under the prospect of inevitable oil production declines in the future, Oman
is currenily making efforts to accornplish economic development with the objectives
of taking off from the existing oil-dependent economy and to diversify its economy
in order that the national standard of living may be raised. Major industrial
sectors and targets of GDP to be realised in such sectors are shown on Table III-1.
Despite the decline in petroleum, construction, and transportation/communications
activities, it is contemplated under the plan that a net increase in GDP of 6.3%
will be achieved during the planned period of 1976 to 1980 due to higher growth to
be accomplished in other industrial sectors. Manufacturing, although it is small
in scale among the growth sectors, is expected to achieve a very rapid growth of
733% during the five years. In addition, copper production of six miilion RO and
natural gas production of five million RO are expected. Thus, a heavy emphasis
is being placed on the fosteration of the secondary industries, A substantial
change in investment structure is now taking place in order that such objectives
may be accomplished. That is, investment emphasisg has been shifting away from
the development of economic infrastructure, which has come to a certain level, to

income-generating secondary industries along with agriculture and fishery.

It is planned that aggressive investment will be made for the development
of secondary industries, as indicated by the secforal government and private
investments presented on Table II-2. It should be noted that emphasis is placed
on the types of industries which will draw upon the resources available in Oman
and those which will substitute for commoedities now imported from abroad.
Resources 10 be exploited will be such minerals as copper, cement, and petrolenm,

as well as agricultural and fishery resources.
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Emphases on import-substituting industries are typified by flour mill, while
the production of consumer goods which can be accomplished rather easily in
small or medium scale is being propelled, e.g. furniture, aluminium products,

and soft drinks.

Table IM-1  Gross Domestic Product Classified by Major Sectors

(Millions R.O.)

Year 1976 1980 1980/1976
Sector Percentage Percentage Rate of Growth
Crude 0il 505 66.6 461 57.2 0,913
Construction 76 10.0 49 6.1 0.645
Transport & 25 3.3 19 2.4 0,760
Communication
Agriculture & 18 2.4 30 3.7 1. 667
Figheries
Mining of Copper - - 6 0.7 -
Natural gas - - 5 0.6 -
Manufacturing 3 0.4 25 3.1 8.333
Electricity & 5 0.7 10 1.2 2,000
Water
Internal trade 28 3.7 44 5.5 1.571
Ownership of 12 1.6 34 4.2 2,833
dwellings
Total 758 100.0 806 100.0 1.063

(Source) Five-Year Development Plan
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Table III-2  Total Government and Private Investments by Sector
(at fixed 1976 prices)

(Millions R.O.)

Sector 1976 1977 1978 1979 1580 Total

1. Petroleum and Mining 45.3 77.0 88,0 65.0 45,0 320.3
2, Agriculture and Fisheris 4,6 8,9 11.5 15.5 16.5 57.0
3. Manufacturing 7.6 22,1 19.0 28.0 36.0 112,7
4, Trade and Tourism 12,7 7.2 4.0 4.0 4.0 31.9
5. Economic Infrastructure 200,2 193.6 117.6 94,8 T7.5 683.7
6. Social Infrastructure 40.2 29,98 26,7 17.7 1.7 132.3
7. Financial Institutions 3.0 2.0 4.0 4,0 4.0 17.0

Total 313.0 340,7 270.8 229.0 200.7 1,354.8

(Source) Five-Year Development Plan

The first to be mentioned of the government's various measures for
industrialisation is those in financial arrangement. The government plans to pro-
vide necessary tax incentives and financial agsistances by the Development Bank.
For large projects, grants from Saudi Arabia, Kuwait, and other neighbouring
countries are comtemplated. Corporate income tax will be remitted during the

initial five years from the establishment of a plant.

The second area of government efforts centers around infrastructure. In
addition to roads and ports and harbours, the power plant and the desalination
plant which are now in operation in Al Ghubra will be expanded, Also, the govern-
ment has a concept of establishing an industrial estate in Rusayl to offer factory
sites for light indusiries, and selection of types of industries to be located on the

estate are now being carried out,

It is suspected that, in the case of private projects where domestic capital,
technical, and management capabilities are still congidered td be less than ade-
quate, foreign investments and business corporation will have to be introduced

from developed nations in order to accomplish the desired development,
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2) Policy of Introducing Foreign Investment

The status of foreign investments which have already been introduced can

be understood from the statistical analysis done by the Central Bank of enterprises
which were registered during the period of 1974 through October 1977, which is

presented on Table III-3 by sector and by the capital structure, i.e. pure Omani

Capital, pure foreign capital, and joint-venture. Pure foreign capital companies

Table IlI-3  Distribution of Companies Industry/Ownership
{In Million R.Q.)

Industry Pure Omani Foreign Mixed Total
Descrip- No,of Amtof No.of Amtof No.of Amtof No.of Amtof
tion Comp, Capital Comp. Capital Comp. Capital Comp. Capital
Commerce 3,200 57.19 11 1.32 198 9.15 3,409 67.65
Indusiry 442 7,21 - - 24 1.66 466 8. 87
Big Constr. 856 18.02 15 38.86 47 7.64 918 64.52
Transport 115 3.17 i 15 3 0.21 119 18.38
Finance 2 1.01 14 11.10 3 2.50 19 14,60
Hotels 80 3. 50 1 0.002 1 1,00 82 4,50
Fisheries 2 ¢.03 - - 1 0,03 3 0.06
Oil 1 0.01 11 13.91 1 .06 13 13,98
Metal & Stone 5 0.08 - - - - 5 0.08
Services 524 4,59 1 0.002 7 0.13 532 4.73
Others 68 3.35 4 0.95 8 0,52 80 4,82
Total 5,295 98,15 58 81.14 293 22,90 5,646 202,18

(Source} Central Bank of Oman, Annual Report 1977

can be classified into three groups: (1) those which almost monopolise the

industry in terms of both the number of company and the amount of capital, such

as in the petroleum and financial sectors; (2) those a small number of which

dominate the industry, such as in the consiruction and transportation sectors;

and (3) those which are minority in the industry, as can be seen in all other

sectors. On the other hand, purely Omani capital enterprises are concentrated

in commerce, followed by the construction sector.
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from petroleum activities, the major source of fiscal revenue, profits generated
in the construection and transportation sectors where emphatical public invest-
ments have been made with the oil revenue, and profits generated in the financial
sector through the handling of necessary fund for these activities have heen

absorbed more by foreign capitals than by Omani capitais.

The manufacturing sector is observed to have been occupied in its majority
by purely Omani capital companies, with some joint-venture companies and no
one of purely foreign capital. Companies with 50% or more Omani capital ac-
counted for 95.1% of the total number of companies in this sector, and the total
amount of Omani investments represented 83,7% of total capital placed in this
sector. Likewise, those with 50% or more foreign capital accounted for only
4.9% in number, and total foreign capital represented 16.4% of the total. Thus,
foreign capital is practicaily non-participating in the Omani manufacturing
industry (as in commercial, hotel, and service industries), in contrast to the
peiroleum, construction, transportation, and finance sectors where foreign

capital participation has been active,

It can be asserted, as far as the statistics reviewed in the above are con-
cerned, that foreign capital has so far flown practically only into the petroleum,
financial, construction, and transporiation sectors, which have been the key
industries of Oman. But the fosteration of manufacturing industry in Oman has
much to be expected from foreign capital, and effective incentives will have to be

offered to foreign investors.

The basic policy of introducing foreign investment is provided by the Foreign

Business and Investment Law of 1973, as amended in February 1977,
3) Business Incentives
(1) Taxation

Busginess enterprises in Oman are subject to corporate income tax. The
following progressive tax rate structure is applicable to corporate income in

excess of 5,001 RO per year.
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Table I1I-4  Tax Rate

Income Tax Rate
0R.O. - 5,000 R.O. 0%
5,001 R.O, - 18,000 R.O. 5%
18,001 R.O. - 35,000 R.O. 10%
35,001 R.O. - 55,000 R.O. 15%
55,001 R.O. - 75,000 R.O., 20%
75,001 R.O. - 100,000 R.O. 25%
100,001 R.O. - 200,000 R.O. 35%
200,001 R.OQ. -~ 300,000 R.O. 35%
300,001 R.O. - 400,000 R.O. 40%
400,001 R.Q. - 500,000 R, O, 45%
500,001 R.C. -~ 50%

(Source) Direciorate General of Finance

Thus, the effective tax rate on a corporate income of 100,000 RO is only
16.6%. But foreign enterprises which are recognized by the government as con~
cerned with an economic development project may enjoy a tax moratorium during
the initial five years from the establishment under the Foreign Business and
Investment Law. Fixed property tax and personal income tax are not levied in

Oman.

Because the tariff barrier has little significance in the absence of domestic
industries to be protected, tariff rates, which are applicable to the CIF value of
imported goods, are held generally low at 2%, except for alcoholic beverages,
which are subject to 75%; gold and silver builion, books, agricultural materials,
food, cement, and government-imported petroleum products are subject to no
tariff. Nevertheless, tariff exemption on raw materials and protective tariff on

certain commeodities are now being considered.
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(2)  Other Incentives

Foreign enterprises may acquire land ownership for personal use or for
investment after obtaining permission from the Ministry of Land Affairs.

Otherwise, enterprises may ordinarily obtain a long-term leage up to 49 years.

In the area of finance, when the Development Bank (which wés established
in August 1976 for the purpose of providing loans to private enterprises but has
not commenced its operations as of March 1978) starts functioning, it will offer
development fund loans to asgist companies engaged in manufacturing, agri-

cultural, fishery, mining, and petroleum activities.
4 Regional Industrial Development

The number of business enterprises with a capital of 5,000 RO or more is
about 5,500 according to the data of the Central Bank, 70% of which are con-
centrated in the Metropolitan Area, 15% in the Interior (Nizwa, etc.), 14% in the
Batinah coast, and less than 1% in Dhofar. Most of these 5,500 firms are engaged
in a small scale retailing or distribution activity, and the number of manufacturing
business is considered to be about 500 or so. Of the 500, 90% are long established
small scale industries, and government and private industries established after

1970 account for only 10%, or less than 50 firms,

Because these less than 50 firms are market-oriented industries engaged in
the production of goods for daily use, they are concentrated in the Metropolitan
Area and the vicinity where a market is in the neighbourhood, road conditions are
good in Favour of product shipment, infrastructure including water and electric
power supply is well developed, labourers are available, Mutrah Port is close in
favour of raw materials and half-finished goods importation, and commercial

activities are facilitated by the presence of city banks.

Industrial decentralization to rural areas has been supported in order to
close gaps between cities and rural regions, where production activities have
become stagnant due chiefly to the outflow of population. Certain light industries
to serve local demands may be located in the Interior or Dhofar district up to
consumption limits in such areas, and copper, cement, and other resource-
oriented industries may be located in sunitable parts of rural areas. But, in view

of the fact that the absolute number of modern industries in Oman is still small
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and that their investment effect would be low in rural areas except for few select
types of industries, it is suspected that new industries will tend to be located

more in the Metropolitan Area than in rural areas in the future.
5) Industrial Estate Plan

Major industrial site studies have been done in Oman in two general areas:
(1) medium and large scale industries and (2) light industries. In the first area,
a feasibility study of locating copper, cement, oil refinery, fertiliser, gas bot-
tling, and livestock feed industries in such proposed sites as Bustan, Rusayl,
Ras Suwaidi, and Sohar was conducted in the northern region in 1977. In the
second area, a study of Rusayl as an industrial development site was done also

in 1977 under the first industrial estate concept in Oman.

As envisioned, the Rusayl Industrial Estate will have a land area of three
square kilometres where suitable infrastructure will be developed over five to
ten years for locating such import-substituting industries whose capital invest-
ment may be recovered within a short period of time as aluminium and steel frame
assembly, water tanks, marble tiles, plastic processing, machine repair, leather
processing, steel wires and nails, furniture and wooden erafts, paper and plastic
packaging materials, electronic equipment, electric components assembly, tyre
repairs, and general apparatus servicing. The Estate site is 50 kilometres from
Muscat and 10 kilometres from Seeb Airport and is located on an edge of the flat
highland extending toward Nizwa of the Interior. In comparison to the broad, con-
venient, and developable extent of land existing closer to Muacat, the Rusayl
site, at present, gives an impression of being relatively remote. Besides,
the Rusayl Industrial Estate concept aims only at the fosteration of light in-
dustries and has not been conceived of as a receptacle of relocated indostries or
as a centre of regional development; therefore, it is feared that the Estate lacks
positive elements of atiraction to industries. The government will have to offer
substantial incentives if said light industries are to be effectively induced to

locate in this Estate.
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6) Trade Policy and Industrialisation
(1) Current Status of Trade

Record of imports and exporis is presented on Table II-5. Commeodity
imports increased by 4.73 times from 1973 to 1977, while exports increased by
4,76 times during the same period. Trade balance has been a surplus;

29,1 million RQ in 1973 and a substantial 141.1 million RO in 1977.

The composition of taxable imports is shown by Table III-6. The rapid
increase in faxable private imports can be attributed to the improvement of the
standard of living which resulted in new demands for modern consumer goods and
to the rise in developmental infrastructure investments which resulted in demands

for capital and intermediate goods.

Table III-5  Totfal Imports and Exports

(Millions of R. C.)

Imports Exports
Year Recorded Others Total Qil  Others Total  Balance
1) (2) 3)

1973 40.7 45.1 85. 8 114.3 0.6 114.9 +29.1

1974 135.6 78,5 214.1 418.7 6.4 419.1  +205.0

1975 251.3 120.0 371.3 488, 1 1.1 489,2  4117.9
(19.9)

1976 250.5 155.0 405.5 543.8 1.4 545.2  +139.7
(20.0)

1977 302.1 104.0 406.1 546.0 1.2 547.2 +141.1
(23.7)

(Source) Central Bank of Oman Annual Report 1377

NOTE: With regard to import statistics, it should be noted that "recorded”
values pertain to imports subject to tariff and, therefore, recorded
by the Customs, and that imports through Salalah Port, which are
shown in parentheses, have been added starting in 1975. Also,
"Others" represent non-taxable imports as estimated by IMF.
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Table I0D-6  Classgification of Record Private Imports
By Type of Goods

{000's R.O.)
Class of
goods 1970 1971 1972 1973 1974 1975 1976 1977
Consumer 3,591 7,341 9,048 16,3256 48,977 77,197 93,532 117,928
Goods (47.3) (53.3) (48.4  (40.1) (32.4) (38.4) (40.6) (42.4)
Intermediate 599 2,124 2,921 6,613 22,074 38,862 43,946 51,524
Goods (7.9 (15.4) (15.5) (16.3) (16.3) (16.8) (19.1) (18.4)
Capital 3,097 4,921 6,129 15,636 58,444 102,707 83,575 98,869
Goods (40.8) (30.0) (32.8) (38.4) (43.1) (44.4) (36.3) (35.5)
Unclassified 305 190 615 2,100 11,067 12,592 9,348 10,331
Articles (4.0) (1.4 (3.3 (52 (82 (52 (40 (37
Total 7,592 13,784 18,713 40,673 135,562 231,358 230,501 278,382

(100.0) (100.0) {100,0) (100.0) (100.00) (100.0) (100.00) (100.0

(Source) Central Bank of Gman Annual Report 1977

In 1977 machinery and transportation equipment accounted for 40.5% of the
total imports, while industrial products accounted for 16.4%, and food and
animals, 12.6%. Capital goods represented 35.5% of total import and total
non-consumer (that is, capital and intermediate) goods, 53.9%, which showed a
decline from the previous year, reflecting the government's stringent budget in
1977. It is expected that the composition ratio of non-consumer goods im-
portation will rise again in 1978, as the industrialisation programme is

implemented.

Capital goods and other industrial produets are imported mostly from
developed countries, while consumer goods are chiefly imported from

neighbouring countries.
(2) Trade Administration

Under the free trade principle of Oman, there is no legislated frade control

system, and no import permit is required except for military goods, aleochol,
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and pharmaceuticals. Exchange transactions may be carried out freely.
{3) Tariff System

Major commodities imported are subject to ne tariff, but all other com-
modities are subject to an ad valorem tariff rate of 2% applicable to the CIF

value of the import, except for alcoholics, which are subject to 75% duty.
(4  Trade Policy and Industrial Development

The national economy of Oman, which lacks matured domestic private
industries, stands basically on imports. This is illustrated by high import
reliance (as a ratio of imports plus exports to GDP; about 90% in 1974) and

a strong relationship between increase in imports and increase in fiscal deficit.

In the absence of legislated trade control system, the government recogunises
the importance of frade (particularly tariffy policy fo the operation of the economy

and has been flexible with regard to:

i the use of tariff rates as a tool of controlling price inflation,
ii)  tariff exemption on basic goods, and
iif) tariff exemption on imports necessary for an economic development

project.

It is expected, however, that tariff policy will increase its importance as

import-gubstituting industries rise in Oman.
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2.

Business Environment Assessment

1) Fund Raising

The private entrepreneur may freely secure funds necessary for the es-

tablishment of a new manufacturing industry from foreign financial institutions in

the absence of foreign exchange control in Oman, as pointed out in the preceding

Chapter. However, the prevailing reluctance on the part of city banks about

financing new industries o be established particularly with a long-term loan

poses a fund procurement problem, which is further aggravated by the fact that

the domestic money market currently tends to be tight under the Ceniral Bank's

policy on interests and lending limits. For this very reason, early commencement

of the Development Bank operation is hoped for, and the institution of a system

for joint financing by the Development Bank together with city banks will be of a

special value to the fosteration of manufacturing industry.

The government should exercise its leadership in the provision of funds for

starting up new manufacturing industry from the political point of view, and there

have been no precedents that suggest any difficulty of generating such funds from

various sources within and without the national boundary.

2) Labour Situation

(1) Lahour Force

Labour force distribution in Oman has gone through a remarkable change
along with the recent economic development. Previously, traditional industries
such as agriculture, fishery, handicrafts, and commerce had absorbed labour
forece in Oman. Since 1974, aggressive national development and fosteration of
modern industries have resulted in rise in the demand for labour force of the

construction, transportation, petroleum, and service sectors.

Of the estimated population of 850,000, the Development Council and the
Ministry of Labour size up the labour force at 162,000 Omanis and 71,000
expatriates for a total of 233,000; 110,000 Omanis are in agriculture and fishery
industries, 28,000 in other private industries, and 24,000 in the public sectorx;

65,000 non-Omanis in other private industries, and 6,000 in the public.
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The total labour force in private industries (other than primary) of 93,000
jn 1975 was 2.7 times greater than the 35,000 in 1972. Increase in the number
of foreign labour force, which was by 50,500 or 4.5 times, was much faster than
increase in Omani labour force, which was by 7,500 or 1.4 times during the said
period. Increase in Omani labour force in private industries was in main part

inflow from farming and fishing villages.

Non-primary industry (that is, other than agriculture and fishery) labour
force has been estimated for 1976 and 1980 on Table IFI-7. About 80% of the
estimated 93,000 in the private sector are found in the construction sector to
which they had been atiracted by the construction boom under national and urban
development projects, Now that the boom has been calming down, labour force
in this sector will inevitably shrink unless some new demands for labour are

created.

The characteristics of the current employment situation in Oman can be
summarised by three subjects; future demand prospect, employment of ex-

patriates, and Omani labour quality.

Demand Prospect: In consideration of the future implementation of de-

velopment projects, it is predicted that employment will inevitably shrink in the
construction sector beyond and above predicted inerease in the petroleum and
mining sector for an overall reduction in the private sector by 19,000 from the
93,000 in 1976 to 74,000 in 1980, as indicated by Table I1I-7. If is hoped that
reduction in the employment of the Omani people will be prevented by reducing

expatriate workers particularly in the construction sector.

Expatriate Labour: Although the indicated reduction in labour demand is

to be coped with by the reduction of expatriate workers under the plan, dependence
on their capabilities will continue to be high. A total of 96,974 expatriate
residents (including families) lived in Oman inr 1976, the majority of which were
51,329 Indians and 32,712 Pakistanis, followed by 3,571 British, 1,449

Lebanese, and 1,324 Cyprians. Of these expatriate workforce, a total of

71,424 foreigners were at work in the same year, mostly in the private con-
struction sector and most of them were Indian and Pakistani skilled and semi-

skilled workers. In addition to such workers, expatriates were employed in
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Table ITI-7 Employment Projections for 1980

1975 1980
Omani Expat. Total Omani Expat., Total

(i) Private Sector
Petroleum & Mining 2,982 1,787 4,679 4,500 2,000 6,500

Manufacturing 825 1,374 2,199 1,300 3,050 4,350

Construction 18,640 56,596 75,236 29,300 19,700 49,000

Wholesale & Trade 923 1,841 2,764 1,500 2,850 4,350

Transportation 2,286 794 3,080 2,100 250 2,350

Services .

Financial

Tnstitutions 668 454 1,122 1,250 320 1,570

Services 1,768 2,148 3,916 2,800 3,350 6,150
(i) Total 28,002 64,994 92,996 42,750 31,520 74,270

(i) Government

Civil Service 10,967 4,180 15,147 14,895 4,965 19,860
Armed Forces 12,750 2,250 15,000 16,745 2,955 19,700
i) Total 23,717 6,430 30,147 31,640 7,920 39,560
Grand Total 51,719 71,424 123,143 174,390 39,440 113,830

(Source) Employment Survey 1975: Ministry of Labour,
National Statistical Department

professional jobs, most of whom were British, Egyptians, and Indians. Both
Table III-7, which shows the condition of employment by sector, and Table OI-8
which shows employment by type of job, clearly depict a high reliance on ex-

patriate labourers in Oman.

Omani Labour Quality: The lack of capable Omani manpower is the other

aspect of the currently high reliance on foreign engineers and professionals.
Despite government emphasis since 1970 on the spread of education, illiteracy
rate is still high among Omani people and facilities for higher education still

inadequate. The number of Omanis who had studied abroad at university or
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research institute counted only 509 in 1977, and expairiates are depended upon
for the most of professional, technical, administrative and skilled jobs, as shown

by Table II-8.

Table III-8  Number of Employees

(Number of employees)

ISCO Expat-

Code ISCO Major Groups Omanis riates Total
0/1 Professional, Technical and
Related Workers 1410%  1,274(4%) 1,415(3%)
2 Administrative and Managerial
Workers 31(0%) 236(1%) 267 (1%
3 Clerical and Related Workers 1,015¢10%) 2,910(10% 3,925(10%
4 Sales Workers 52(0%) 372(1%) 424(1%)
5 Service Workers 1,370(18%) 1,591(5% 2,961(7%)
6 Agricultural, Animal Husbandry
and Forestry workers, Fishermen 19(0%) 26(0%) 45 (0%)
and Hunters
Production and Related Workers,
7/8/9/ Transport Equipment Operators- 2,740(26%) 22,182(73%) 24,922(61%)
skilled and semi-skilled
999/% Labourers - Notelsewhere
classified 5,106(48% 1,567(5%  6,673(16%)
X Workers not classified by
Oceupation 97(1%) 265(1%) 362(1%)
Total (all groups) 10,571 30,423 40,994
(100%) (100%) (100 %)

(Note) { ) : Percentage
Classification is based on ISCO major groups.
(Source) Private Sector Annual Employment Survey, Dec. 1976

National Statistics Development Council
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If the number of Omani workers is to be increased substantially, mere
expansion of employment opportunities is insufficient but emphatic efforts must
be made for the improvement of the quality of the Omani labour force through
primary and higher education and the training in skills and technical, managerial,

and professional capabilities.

Nevertheless, one should keep in mind that too hasty an attempt to
embark upon technical and professional fraining without due consideration of
primary education requirement can result in hindrance to the spread of primary
education, which started c;nly a several years ago in Oman, Therefore, the ac-
complishment of & sudden change in the Omani-expatriate yatic in technical and
professional jobs should neither be attempted nor expected in the near future,
but the reliance on expatriates should be accepted as inevitable for the time
being despite the number of problems which accompany such reliance. The’
highest priority should be given to the spread of primary education, the ac~
complishment of which will pave the shortesi road fo the fosteration of Omani

capabilities supported by the foundation of primary education.
() Employment Condition

The Labour Laws contains precise provisions of employment contract,
wages and compensations, work hours, leaves, labour disputes, and the employ-~

ment of expatriates. But let it suffice to show wage statistics,

Tahle III-9 shows average annual earnings by industrial sector. The
petroleum and mining sector show the highest average, followed by the financial
sector; the number of high-salaried expatriate employees is large in these
sectors, particularly of professionals in the former and of managers in the
latter. In other sectors, the number of highly skilled workers is relatively
small among expatriates and income gap is substantial between foreigners who
possess a high level gkill and those who do noi, in which case annual earnings
are either comparable fo or less than the earnings of Omani labourers in such

sectors.

Wage levels in the construction sector which has absorbed the majority

of the available labour force in Oman are shown in Table TI-10.

~166—



Table IIT-9  Estimates of Average Earnings of an Omani and
an Expatriate Employee by Economic Activity

During 1975 and 1976

Average Annual Payroll per
Employee in Rial Omani

ISIC Economic Activity Omanis Expatriates Totall)
Code 1975 1976 1975 1976 1975 1976
2  Petroleum and minerals 1,539 1,757 4,435 4,945 2,296 2,553
3 Manufacturing 743 821 642 892 671 881
5 Construction 794 876 707 792 718 806
61/62 Wholesale and retail trade1,066 1,015 1,054 854 1,057 882
63 Restaurants and hotels 309 1,070 347 818 341 932
T Transport services 1,169 1,373 984 1,183 1,100 1,278
8 Banking and insurance 1,566 1,846 2,140 2,289 1,783 2,086
9 Personal services 809 1,391 709 618 727 796
All industries 999 1,183 876 914 918 978

{Note) 1) Based on 434 establishments during 1975 and 855
establishments during 1976.
(Source) Private Sector Annual Employment Survey, Dec. 1976
National Statistics Development Council
Table I-10  Structure of Wage Rates
{R.O, per day)

Joh Category March 1975 March 1976
1 Omani labourers 1,424 1,460
2. Expatriate carpenters 1,582 1,738
3. Expatriate masons 1,550 1,683
4, Omani mechanics 2,317 2,225
5. Expatriate mechanics 2,181 2,124
6. Omani plant operators 2,212 2,554
T Expatriate plant operators 1,920 2,171
8. Omani steel fixers 1,932 1,945
9. Expatriate steel fixers 1,925 1,945

Index of average wate

(Construction workers) (Dec. 1972 = 100) 132 142

(Source) Central Bank of Oman, Annual Report 1976
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{3) Future Prospect

While reduction in the mimber of expatriate workers in Oman would facili-
tate the improvement of infernational balance of payment through reduncing
foreign exchange outflow, care should be taken so as not to cause any shortage
of the most important factor of economic activities—-~labour. Reliance on ex-

patriate capabilities will continue.

Be that as it may, Omanisation of labour is the most important problem in
view of the foreseen damping on labour demand, as discussed ahove. Essential
to the effective expansion in the number of profitably employed Omani labour
forece is the amelioration of their technical levels, and for this end the govern-
ment is taking measures in two areas. One pertains to youths newly graduating
from primary, preparatory (junior high), and secondary (senior high) schools,
and the other pertains to those who are already in labour force. The Ministry of

Education and the Ministry of Social Affairs and Labour are currently making

joint efforts for the incorporation of certain "on-the-job training" elements into
the ordinary curriculum for school children {whose enrollment in the 1976/1977
school year was 62,630 in 6-year primary school, 2,015 in 3-year preparatory
achool, and 330 in 3-year secondary school) and for the technical training of new
graduates to shape them into reliable factory workers. Evening vocational
training courses are available for those who are already in labour force, through

which unskiiled and semi-gkilled labourers may be trained into skilled labourers.

The Labour Law makes it mandatory for employers of more than 50
workers to either provide an in-house vocational training centre, establish such
a centre under joint investment with other employer(s), or make financial con-
tribution to a government-established vocational and professional training
centre(s)., The Ministry of Social Aflnirs and Labour expects employers to

establish in-house centres for active on-the-job training of their employees.
3) Raw Materials Availability

Proven deposits exist in Oman of such metallic minerals as copper, chrome,
manganese, nickel, lead, zine, and iron, as well as of such non-metaliic minerals
as limestone, asbestos, and marble. They were fully discussed in Chapter I. 4.
Here, such resources will be treated from the viewpoint of raw materials for

manufacturing purposes.
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Particulars of natural resources which are available for immediate utili-
gation in Oman are summarised on Table ITII-11. Major resources other than

petroleum and natural gas are limited to gravel which can be used as construction

Table TIII-11 Particulars of Natural Resources Available in Oman

Petroleum Crude oll grade: high, with low gravity and low sulphur content
Production: 124.2 milllon barrels (1977), mostly exported (imported petrolenm
products supply all domestic needs)

Natural Gas Estimated reserve: B0 years productlon, at the rate of 140 million aquare feet/day
at 15 C and 1 atm. (140 MM scfd).
Plpeline: Constructed between gas fleld In Yibal to Al Ghubra for transportation
of 320 MM scfd (with the use of compressor), which will be sufficient
to supply the Al Ghubra Power Plant (which will start using about 20

MM scid soon) and other industries except for highly energy-consuming

industries.
Metal
Resources
Copper A plan Is carrled cut for the production for a period of 11 years of yearly 20,000
tons of 99, 5% grade fire refined copper with 3,000+-ton/day dressing of ores from
Lasail, Aarja and Bayda Mines 20 Km west of Sohar, A large number of other
exploitable desposits oceur in various locations, future exploration efforts are
expected to lead to useful dlscoveries.
Chrome So far surveyed are small depoesits; dlscovery of large deposits not likely.
Manganese/ Not yet adequately explored, future surveys may lead to commercial exploitation.
Nickel/
Lead/2inc/
1ron

Non-Metallic
Mineral Resources

Asbestos A [ine grade deposit has been discovered, estimated to be about 8 million tons,
Now import is used for domestic production of asbestos-cement and pipes.

Marble Deposits are scattercd throughout the nation, the most noteworthy 18 "Oman Exotics. "
Depoasit at Ghubra is near the capital and small scale quarry Is possible. Deposit
at Bid Bid is of n {inc gquality and is estimated at 250,000 lons; worth detailed
survey.

Limestone One of the rechest natural resources of Oman. A mlillion-ton/year cement plant
project is now implemented.

Aggregate Gravel for aggregate is avallabie almost everywhere. Limestone, marble, and
dolomlite may be crushed to obtaln high grade apgregate,

Quartz Sand Quartz may be obtained [rom vein deposits occurring near Sayh Hatat; grade is high,
but the slze of deposit is not believed to be large.

{Source) JICA MISSION
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aggregate, and stones. Limestone and marble are available, but the condition of
their occurrence should be fully investigated before anyone will begin their com-

mercial utilisation.

Agide from copper metal and cement, which are expected to become com-
mercially available in several years, few, if any, raw materials will become
locally available even in a remote future depending on the result of exploration
and development feasibility sfudy. For the time being, many raw materials will

have to be imported.

As additional information, fluctuations in the price of major construction
materialg are presented on Table ITIT-12. Although the construction boom of
1973-1975 is now over, the prices of items for which demand is still strong will

contlnue to rise.

Table IN-12  Prices of Major Construction Materials

(R.O.)
UNIT 1974 1975 19786 1977
Ordinary Portland Cement Ton 40,145 37,200 35,588 46,593

(bagged)

Mild steel reinforcement Ton 174,573 134,411 103,173 167,790
bars

Timber: hard wood cublc 113,388 100,288 91,650 110,450
metre

Sand (crusher) - 2,136 2,460 2,586 2,920

Aggregate (crusher) - 2,484 2,700 3,487 3,156

Precast concrete building 1,000 185,600 220,800 231,200 231,680
blocks

(Source) Directorate General of National Statistics
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4) Business Environmental Assessment of Infrastructure

(1) Transportation

Except for coastal shipping activities between Mina Qaboos and Mina
Raysat and air service between Seeb Airport and Salalah Airport, land trans-

portation by motor trucks represents the total transportation activities in Oman

af present.

Trucking companies, which counted oniy six in 1971, now exceed 100,
But only four of them are large enough to own and operate several tons of
various vehicles, and the rest of them are all minute business with only one or
two trucks. Transportation charge is set by the consignor and the trucking firm
by negotiation, based on the preveiling demand-supply condition, type of packing,
volume of cargo, road condition, and the availability of cargo on its return trip.
Standard rate schedule between Muscat and other major cities posted by a large
trucking company is presented on Table III-13, which shows that the rate is not
necessarily in proportion to the distance. For instance, the same rate is
posted for Muscat - Sohar, which is about 220 kilometres, and for Muscat - Sur,

which is 350 kilometres.
Table III-13  Freight Rates of Road Transportation March, 1978
{ R.O. per trip)

25 Ton Capaeity 8 Ton 50 Ton
From To Trailer Truck Low loader
Muscat Seeb 60 30 120
Muscat Izki 120 60 260
Museat Ibri 150 80 300
Muscat Sur 250 125 500
Muscat Nizwa 150 80 300
Muscat Ibri 230 125 500
Mugcat Bura{ml 300 150 660
Muscat Fahud) 250 129 500
Muscat Sohar 250 125 500
Muscat Srinag 300 150 600
Mugcat Salalah 1,000 600 2,000
Muscat Dubai 400 150 1,500
Muscat sharjah 400 150 1,500
Musgcat Abu Dhabi 450 115 2,000
Detention Time per Hour 13 7 40

(Scurce} A Transportation Company in Oman
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Roads connecting major cities have already been paved, and trucks go to
practically everywhere in Oman except very remote destinations. The only
exception is the desert part of the 8§30 -kilometre road between Muscat and
Salalah which is unpaved; because the average traffic on this road is only
several trucks a day, they ustally form a convoy of about ten trucks in avoidance
of distress due to accident or mechanical breakdown., Therefore, urgent small

lot eargo on this route must rely on air transportation.

Mining and water resource development will require the construction of
new roads for the transporiation of plants and materials to development sites
and for shipping out the resources. Pavement cost (for the width of seven
metres) on flat land or on moderate hills is from 80,000 to 120,000 RO
(US$230,000 to 350,000) per kilometre.

At Mina Qaboos, 150-ton and from 20-ton to 25-ton cranes are available

at prescribed rates., For instance, a stevedoring charge for unloading 2 machine

of 2,5 tons or heavier is 4.5 RO and the rental of a 25-ton crane is 15 RO per

hour. A container pier is also available at this port.
(2) Electric Power

Public power supply is available in the Metropolitan area for a flat rate
(both domestic and industrial) of 20 baiza per KWH, provided that power for
airconditioning purpose is subject to a higher rate of from 12 to 14 baiza per
KWH depending on the cooling capacity of the unit used. Large power users,
however, are usually equipped with own generation eguipment for the reason
that supply by the national power corporation is unstable and therefore un-

dependable.
(3) Water

Water supply system has been developed o cover the Metropolitan area
and Salalah, Basically a flat rate is applicable to all uses with slightly higher
rates for places at & greater distance from the supply source. For instance, the
rate is three baiza per gallon (excluding public facilities and government
" employee houses) in Muscat, while it is five baiza for users five kilometres
farther away from Muscat., The water is not potable, and bottled mineral water
is sold for 300 baiza per 1.5-litre bottle.
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Private enterprises planning to drill a well is required to report the
location of the well and pumping plan and obtain permission from the Water

Resource Council.
{4y Communications

Telephone, telegraph, and telex are operated by Omantel, established with
a 60% investment by the Government. As of the end of 1977, a total of about
7,500 telephone circuits had been installed. Under the rapid demand increase,
installation of about 7,000 circuits is now being waited for, and the prospective
subscriber must wait usually for a long time before a telephone is installed.
Installation charge is 56 RO per telephone, basic rate is 10 RO per month for
personal use and 100 RO per month for business use, and message rate is 30

baiza per call.

A total telex circuit installation is 275, and about 250 circuits are being
waited for. Telex service is generally good, but telegraph is said to be less

reliable due to its frequent troubles.
(8) Housing

Due to a rapid population increase in the Mefropolitan area in the first
half of the 1970's, housing shortage increased and the rental charge rose. A
rent of an apartment house in Ruwi district is from 500 to 550 RO per month for
a 3-bedroom unit and from 600 to 700 RO per month for a 4-bedroom unit, A

rent for a single detached house varies with the location and is from 800 to 1,000
RO per month for a 3-bedroom house, and an advance payment of from two to

four years' rental is sometimes demanded.

1t is made mandatory for business firms employing expatriates and workers
from the Interior to prepare housing for them either in kind or in the form of

housing allowance payment.
5) Possibility of Market Expansion

An important condition to the industrialisation of Oman is that the products
of industries to be established have an adequate domestic market or have a poten-

tially securable market in a neighbouring or other foreign countries.
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(1) Domestic Market

The Cmani population ig ‘estimated at 850,000, and the market must be
said small. Industrial activities in Oman have so far been limited to the small
manufacturing of consumer goods. Villages have had since iong ago such cotiage
industries as articles of ornament, household goods, pottery, clothing, dying,
wooden erafts, and wood carving, and their products have been consumed loeally.
Recently, import-substitution oriented industries such as flour, dairy products,
soft drinks, aluminum processing, baking, furniture, and printing rose and have
been increasing. But man—y of consumer goods, not to gay intermediate and

capital goods, still rely on imports.

Under such a heavy import relaince, the imports are continuously in-
creasing due to the low custom duties, 7Total imports increased from
18,710,000 RO in 1972 to 250,540,000 RO in 1976, as shown by Table III-14,
This was a rapid swell by 12 times in four years. Top 20 import items in terms
of value are shown on Table HI-15. It is characteristic that the total im-

portation values of automobiles and machinery are large.

Future market trend will largely depend on the development investments
under the nation's Five~Year Plan and the personal consumptions. Much or
some reductions in the development invesiments are in store for some sectors
under the Plan. Development of roads, power plants, desalination plants,
civil construction and other infrastructural facilities has now declining. Demand
in these areas is expected to diminish in the future. On the other hand, the
Government is placing an emphasis on investments in the private sector, parti-
cularly on inveatments in manufacturing industry with the initiative of the
private enterprises., This is evident by the fact that the total amount of private
investments to be made during the five years of 1976 to 1980 has been estimated
at 420 million RO, which is nearly one-half of the 936 million RO to be invested
by the Government during the same period. However, as the government
investments have been shrinking year after year, it is doubtful that investments
in the private sector will increase as expected and grow to replace the public
investment market, Even though much is being expected of private demand, the
scale of private investments is rather small and the overall national demand will

not increase so much.
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Table III-14-1

Recorded Imports Clagsified by SITC Division

{Value in Thousand Rials Omani)

1972 1973 1974 1975 1976 1976/1972
0. Food and Live Animals 5,645 9,747 15,033 26,83 30,390 5,38
01.Meat and meat preparations 394 699 963 2,394 4,344 11,03
02, Dairy products and cggs B18 1,703 2,863 4,460 G,05] 7.40
04, Cereals and cercal preparations 1,563 3,681 5,607 8,458 7,681 4,91
05, Fruit and vegetables 492 1,167 2,391 4,934 5,387 10.95
06.Sugar, sugar preparations and honey 239 711 690 2,089 1,523 8,05
07.g]?irisl?z:c:z?(‘asc:;::c;o?plcES and 814 B74 1,052 2,074 2,284 2,81
09, Miscellaneous food preparations 1,251 554 384 1,192 1,693 1.35
1. Beverages and tobacco 668 814 1,585 3,087 4,827 7.25
11. Beverages 262 204 858 1,640 2,343 8.94
12. Tobacco and tobacco manufactures 404 519 688 1,447 2,484 6.15
2. Crude materizals, Incdlble, except [uels 293 782 2,763 5,628 5,944 20.29
24,Wood, lumber and cork 282 775 2,365 5,050 5,316 18.85
3. Mineral fuels, lubricants & reiated 910 1,759 5,073 10,797 17,130 18. 83
materials
33. Petroteum and petroleum products 910 1,672 4,946 10,618 16,615 18.26
4, Animal and vegetable oils and [ats > 179 704 869 1,171
5. Chemicals 741 1,837 5,016 8,999 9,384 12,66
53, Dyeing, tanning and colouring 01 227 633 1,305 1,924 21.14
materials
54. Medical and pharmacentical products 269 527 1,621 1,519 2,880 10,71
55. Essential oils and perfome materials,
toflet, polishing and cleaning 266 632 936 2,014 2,257 B.48
preparations
59.:-h;r2fcal materials and products, 3 a8 651 3,093 1,985 23,45
6. Manufactured goods 3,630 7,988 20,567 48,519 47,739 13.15
62. Rubber manufactures, n,a.s. 196 350 1,076 2,095 2,358 12.03
{excluding furniture)
65 I:“"?l'e"s"::; }éfﬁlﬁi 'rgﬁgfs'“p 1,274 2,298 4,256 7,136 11,544 9.06
ﬁﬁ.l:-o:- ::emlllc mineral manufactures, 794 2,032 6,617 10,708 12,915 17.84
67.Iron and Steel 182 992 5,395 14,589 8,315 45.69
69. Manufactures of metal, n,e.s. 740 1,695 9,636 10,302 6,826 9.22

{To be Continued)
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Table III-14-2 Recorded Imports Classified by SITC Division

{Value in Thousand Rials Omani)

SITC Diviston 1973 1873 1514 1575 1976 1976/1972
7. Machinery and transport equipment 5,223 12,612 53,710 95,774 102,063 19.54
71.Machinery other than electric 426 3,915 20,529 36,447 31,298 73.47
72, Electrical machinery, apparatus and 2,450 2,600 15,843 24,509 23,870 9.74
appliances
73. Transport equipment 2,347 6,007 17,338 34,728 46,897 19.98
8. Miscellaneous manufactured articles 990 2,856 11,060 18,292 22,536 22.76
81.ﬁagrlzlitt;:l1;yh ,‘:f:;‘;';";‘ﬁé Ei:f;gg and 62 449 1,046 1,772 1,360 21.94
82. Furniture 274 885 3,824 5,261 7,205 26.30
84. Clothing 139 396 1,088 2,018 2,402 17.28
85. Footwear 50 181 266 897 1,160 12.89

86. Professional, scientilic and control-
ling instruments;photographic and 300 458 1,998 3,869 4,498 14,99
optical geods, watches and clocks

89. Miscellaneous manufactured articles,

750 412 2,621 4,129 5,271 70.28
n.e.8.
X, Articles not classified 615 2,100 11,067 45,545 9,348 15.20
Total Recorded Imports 18,713 40,674 135,578 264,313 250,540 13.39
{Note) Imports (more than 1 million Rlals Omanl)

(Source)  Statistical Year Book 1977

In the area of private consumption, the following two factors of demand
increase are likely: The first is the improvement of the people's income level.
Disparity in wealth is substantial among the Omani consumers, and the number
of those in the middle income class is small. A sampling survey of families
living on a monthly salary of 250 RO indicated that the cost of food and drinks
accounted for 57.3% of their household expenditures. This meang that, as it
is shown by Table III-15, great amounts of meats, milk, cream, rice, and
other food stuff are being imported and their prices are high, so that families
have little fin.;mcial resources left for the purchase of consumer goods beyond
necessities. Although wage levels in Oman are claimed fo be high, people of
the low income class are being plagued by high prices and have only a limited
resources for the purchase of more expensive consumer goods. Therefore,
further increases in their income, which have been increasing year after year,

will have a great impact on the future market trend.
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Table III-15

Main Import Items by Order (1976)

No. S8.I.7T.C. Item R.O.
1 732.1 Passenger Motor Cars 17,886,680
2 732.3 Lorries & Trucks (Including 11,376,760
Ambulances ete.) ’
3 719.8 & Any orther machinery or Mechanical 10,647,880
719.9 Appliance or Parts n.e.s.
4 732.8 Bodies, Chassis, Frames & Other Parts 9,500,151
of Motor Vehicles other than Motor-
cycles
5 899.9 Any other materials n.e.s. 9,348,155
6 B21 Furniture all sorts 7,204,563
7 722.1 Generators, Transformers ete. 7,000,456
8 661.2 Cement 6,878, 857
9 332.3 Diese] 0Qil 6,314,78
10 332.1 Motor Spirit 5,903,716
11  653.5 Textiles other than Hosiery of 5,300,418
Synthetic Fibres viz. Nylon. Tetron etc.
12 718.4 Construction Machinery, Road Rollers, 5,201,273
Excavators, Levellers, Dumpers, etc.
13 673 Iron or Steel Bars, Rods, Angles, etc. 3,972,987
14 719.1 Alrconditioners and Airconditioning 3,493,135
Machinery
15 011 Meat (Fresh/Frozen) 3,355,527
16 243 Timber all sorts 3,310,788
17 732.5 Road Tractors for Tractor Trailer 3,174,641
Combinations
18 864 Watches, Clocks & Their Parts all 3,149,158
sorts
19 042 Rice 2,824,397
20 022 Milk & Cream 2,539,677
(Source) Foreign Trade Statistics 1976

Royal Oman Police
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The second factor of the demand increase is the modernisation of the
rural life. While modern urban development and the modernisation of con-
sumption have progressed in the Metropotitan and its peripheral areas, people
still lead traditional way of life in rural areas. Electric power, water, and
other infrastructure of life have not been developed in rural areas, where
inhabitants persistently adhere to a frugal life in conformity with Islam, and
their consumption is basically limited to food and other daily necessities. In

the future, as income rises, and electric power, water, and other facilities

are developed and distribution system improved, demand for perishable foods

and higher consumption goods will gradually rise in the rural areas.
(2) Overseas Markets

Currently established industries are practically all oriented toward do~
mestic market. While projects for the development of certain international
commodities drawing upon domestic resources such as copper and cement, are
being implemented, there is almost no projects to establish industries with an
export-orientation. But in order for an Omani industry to be able to expand the
scaie of its business, it will be essential to aim at overseas markets, since the
domestic market is limited in size. For the existing modern industries and the
projects which are now at the stage of site feasibility study, it should be neces-
gsary to review and understand foreign markets. The overseas markets which
should be considered first are the Gulf countries which are connected with Oman
via marine transportation (from Mutrah) and road transportation through U.A.E.
Overseas market potentials for Oman should be judged from the trends of

importation and industrialisation in these countries.

As indicated by Table MMI-16, commeoedity imports by Gulf countries rapidly
increased each year to have reached 4. 45% of the total imports by the entire
countries of the world in 1976, It was commonly characteristic of these Gulf
countries that their national development programmes carried out with their
oil money demanded the importation of capital and intermediate goods and that
the rapid increases in their national incomes and the mass influx of expatriate
labourers into these countries called for increased importation of consumer

goods.
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Table ITI-16  Total Imports of the Gulf Countries

(Million US$)
Country 1973 1974 1975 1976

Bahrain 526.7 1,147.2  1,221.4  1,701.2
Iraq 932.4  2,414.9  4,293.5  3,534.7
Kuwait 1,119.3  1,640.0  2,498.0  3,496.6
Qatar 200. 6 275. 8 417.9 848.1
Saudi Arabia 2,118,7 2,941.9  4,295.4  8,805.1
U.A.E. 845.2 1,739.9  2,725.0  3,389.5
Iran 3,165.4  5,215.0  9,940.3 12,848.8
Total 8,908.3 15,374.7 25,3891.5 34,714.0

(Source) IMF Statistics

Iarge investments in industrial projects have been made in some of these
countries and are about to be made in others. Hut because further rapid in-
crease in their oil revenue may not be expected, because infrastructural
development has come to a certain level in these countries, and because it is
generally feit that the further active investment programmes should be re-

considered, there will be no more rapid import expansion in the future.

Basic manufactured goods, machinery, transport equipment (particularly
automobiles), chemicals, food, and clothing have represented the top import
items in common in these couniries. West European couniries, the United
States, and Japan have been the major sources of their imporis, and little

have been imported from each other (which is clear from Table II-17),

Traditional minute agriculture, fishery, textile, handicraft, and other
industries and relay trade activities represented the economic activities in
these countries until when their fiscal capability was greatly expanded by the oil
revenue, These Gulf countries are invariably engaged in the development of
petroleum-related and other industries and intend io improve the efficiency of

petroleum utilisation while taking off oil-dependent economic structure by

—179—



securing new sources of revenue to substitnte for petroleum in order that they

may achieve a sound and more viable economy. Toward this end, large pro-

jects have been programmed for oil refinery, fertiliser, steel mill, cement,

aluminium smelting, and so forth, and some of the facilities constructed under

such projects have started their operation. On the other hand, domestic

productions of some of the building materials, food, and other miscellaneous

goods have been carried out for an import-substitution purpose.

Table 111-17  Imporis of the Gulf Countries
(1976)
Country Major Items Major Countries of Origin
Bahrain  1.Basic Manu. Goods 2. Machinery, 1.U.S.A. 2,U.K. 3.China
Transport Equipment 3.Food 4.Australia
Iraq 1, Botier, Engine 2,Sugar 1.U.58.8.R. 2.U.K. 3.France
3.Automotive Parts 4.Japan 5.U,.S.A. 6.Czechoslovakia
Kuwait 1. Machinery, Transport I.Japan 2.U.S5.A. 3.W.Germany
2.Basic Manu. Goods 3. Food 4.U.K.
Qatar 1. Bagic Manu.Goods 2.Machinery, 1.Japan 2.U.K. 3.U.8.A.
Transport Equipment
3. Miscellzneous Manu. Articles
Saudi 1. Machinery, Transport Equip- 1.Japan 2,Italy 3. The Netherlands
Arabla ment 2.Food 3.Fabrics 4.France
U.A.E. 1. Machinery 2.Garments 1.Japan 2,U.S.A. 3.U.K.
3.Furniture 4.Construction 4.Iran
Material 5.Food
Iran 1.Steecl Product 2, Machinery 1.U.8.8.R. 2.W.Germany
3. Transport Equipment 4.Food 3.U.58.A. 4.Japan
5.Fabrics 5.Czechoslovakia

(Source) The Middle East and North Africa 1976 - 1977

Eurape Publications

A unique direction has been considered for the future industrial develop-

ment of Oman which is different from the paths these Gulf countries have been

following. This is believed wise, in view that Oman is less developed than

these other Gulf countries.

It should be desirable for Oman, whose oil pro-

duction volume is not so great, to avoid large scale industries which will have

to compete with the industries of other Gulf nations but, instead, to direct

efforts toward the development of industries based on the advantageous re-
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sources available in Oman, such as copper products, building materials, food,
and other miscellaneous goods., In order for Oman to be able to export its pro-
ducts to the Gulf countries in the future, government-to-government negotiation
will play an extremely important role as in the case of the joint cement project
with Kuwait., There is much to be expected in the government's effort to de-

velop the overseas markets,
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IV. RECOMMENDATIONS ON BASIC STRATEGY FOR INDUSTRIAL
DEVELOPMENT

1. Establishment of Basic Industrial Development Qbjectives

I Basic Objectives and Basic Strategy

The objectives of industrialisation in Oman, that is, the development of
mining and mannfacturing industries, can be summarised as follows based on
the Five-Year Development Plan, 1976 - 1980, and on the views of the Development

Council and the Ministry of Commerce and Industry, which were obtained by JICA

Mission through interview:

(1) Development of import-substituting industries which will minimise

foreign exchange outflow and make-up for petroleum revenue reductions,

(2) Development of industries for the maximum utilisation of Omani

natural resources,

(3) Fosteration of industries which will not only supply Omani markets but

also export products, if competitive, and

(4 Accomplishment of a well balanced industrial structure.

A number of strategies can be conceived of for the accomplishment of the

above objectives (see Table IV-1).

The basic strategies presented on Table IV-1 are briefly elucidated as

follows.
() Deceleration of petroleum production declines

The total petroleum deposits in Oman are variedly sized up at three
billion barrels (IBRD 1977 Report) or at 5. 8 billion barrels (International
Petroleum Encyclopaedia, 1977). Disregarding the potentiality of discovering
new deposits and the secondary and tertiary recoveries, the above quantities of

deposits will support 24 years and 27 years, respectively, of petroleum
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Table IV-1 Basic Omani Industrial Development Strategies

Strategy Ways and Means
1. Deceleration of petroleum production 1) Impraved incentives for prospecting
declines 2} Increase of secondary and tertlary recoveries; technology develop-
ment by PDO
2, Improvement of value added to hydrocarbon 1} Construction of refinery
resources 2) Use of natural gas for fuel

3) Construction of fertiliser plant utilizing natural gas
3. Domestic production of some consumer goods 1) Development of domestic markets
2) Partial exportation to neighbouring countries
3) Processing of domestic agricultural and fishery products
4. Processing of mineral resources 1) Proving of mineral rescurces deposits
2) Development of domeatic market--construction materials
3) Fosteration of expert orfanted commodities--cement, copper
5, Encouragement of investments In the mining 1) Promotion of government-sponsored prolects
and manufacturing sectors 2) Improvement of private investment incensitives
3) Improvement of forelgn {nvestment {ncensitives
6. Acceleration of technology transfer 1} Introduction of foreign technology (together with 5 - 3})
2) Intensified training of engineers and skilled workers
7. Development of conomic Infrastructure 1) Development of utilities (power, water, energy)
?2) Construction of industrial estate
8. Intensification of industrial linkage 1} Intensification of domestic industrial linkage within the mining-
manufacturing sector and between other industrial sectors

2) Intensification of industrial linkage with nelghbouring countries

{Source} JICA MISSION

production at the rate of 340,000 barrels per day (1977 record). Efforts should
be made for the discovery of additional deposits for a greater total proven de-
posits and for improving recovery factor by establishing techneclogy for secondary

and tertiary recoveries,
(2) Improvement of Value Added to Hydrocarbon Resources

Although the total volume of crude oil produced in Oman is exported and
petroleum products are imported at present, 2 petroleum refinery project
for the high value added utilisation of hydrocarbon resource may become feagible
when Oman consumes increased quantities of petroleum products. Along with
the use of natural gas for the power generation and sea water desalination plant
in Al Ghubra as fuel which will begin soon as the pipeline between Yibal and the
vicinity of Muscat is completed, a gas pipeline to serve chiefly the copper
project in Sohar and the use of natural gas in Rusayl Industrial Estate are now

being considered. These projects should be propelled. The natural gas has a
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high (70%) methane content and is unsuitable for the production of ethylene, but
the production of ammonia and urea is worth considering provided that markets

can be secured.
{3) Domestic Production of Some Consumer Goods

Because practically all consumer goods (both durables and non-durables)
are being imported, efforts shouid be made for the domestic production of con-

sumer goods starting with those--

a. Which have a relatively large market,
b. Whose transportation and storage are difficult, and

Cs For which natual resourcs are plentiful in Oman.

That which meets these qualifications is construction materials, some of
which have already been made in Oman. It may become possible to export some
domestically produced consumer goods to neighbouring countries in the future.

Processed farm and fishery crops should certainly be considered in this area.
(4) Processing of Mineral Resources

Of numerous mineral resources other than petroleum and natural gas which

are considered o exist in Oman, that whose development feasibility has been

deposits of such mineral resources should be proven through active exploratory
efforts, market surveys should be conducted, and the exploitation of recources
for which feasibility has been confirmed through sucil efforts and surveys should
be started, While some of the processed minerals such as ‘construction materials
will supply the domestic demand, many others, for instance, copper, will have

to be exported almost entirely.
(5  Encouragement of Investments in the Mineral and Manufacturing Sectors

Of the total investments of 1,356 million RO (in 1976 prices) to be made
under the current 5-Year Plan during the five planning years, a total of 185
million RO is to be invested in the mining (sans petroleum and natural gas) and
manufacturing sectors. And, in order that 52% of the 185 million RO is to be
invested by private parties under the Plan, the government should lead in the
materialisation of mining and manufacturing projects for joint government-private

implementation as a pattern of development. Also, the government should
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establish various institutional systems to facilitate private investments in pro-
jects whose feasibility has been clearly proven. Particularly, attractive incen-
tives should be offered to foreign investors in order to foster indusiries which

will require foreign capitals,
(6) Acceleration of Technology Transfer

When, at present, expatriates are depended upon for the major parts
of mining and manufacturing activities, technology transfer to Omanis has been
little successful. Therefore, technical and professional training should be given
to Omani workers, while production activities which draw upon foreign technology
should be much activated as the tools of demonstration to Omanis and of their

training in such technology.
(1) Development of Economic Infrastructure

In the absence of adequately developed utilities and other economic infra-
structure essential to mining and manufacturing industry development in Oman,
the party implementing each project often has no alternative but to build what is

needed for the project with a resultant deterioration of project feasibility and

delay in project implementation. Therefore, a comprehensive supply system for
electric power, water, and other utilities should be esiablished, while industrial
estates should be constructed for a concentrated easy supply of utilities to loeating

industries. Also, offering of low prices industrial utilities should be considered.
(8) Intensification of Industrial Linkage

In order that a possible most efficient industrial structure may be developed
in Oman, efforts should be made for the rise of mutually related, rather than
isolated, groups of industries which will supply raw materials and intermediate
goods to each other. This can be accomplished through the fosteration of both
upstream and downstream industries within the manufacturing and mining sectors
for "horizontal" linkage between upstream indusiries and between downstream
industries with "division of work" between the two. Also, it is essential that
linkage be intensified between these and other sectors, particularly the agricul-
ture/fishery sector and that the sphere of linkage be expanded to include in-
dustries in neighbouring countries, particularly in Dubai and Ras Al Khaimah of

U.A.E.
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2) Target Framework for Development

An appropriate target framework for development is necessary in order that
basic objectives may be accomplished by basic strategies. A framework for
industrial development is determined through the process of estimation illustrated

by Figure IV-1.

om, THE FIVE IBRD STUDY

PRODUCTION
ESTIMATE YEAR PLAN IN 1977

OIL REVENUE
ESTIMATE

]

ECONOMIC
GROWTH
ESTIMATION

SECTORIAL
GROWTH
ESTIMATION

SECTORIAL
DEVELOPMENT (Source) JICA MISSION

FRAMEWORK

Figure IV-1 Determination of Framework for

Industrial Development

(1) Due fo decline in the volume of petroleum production, GDP will whether
remain unchanged or somewhat decrease in real terms during the span of time to

1980 (see Table IV-2).

(2} GDP will achieve a high real growth rate of about 5% per annum after 1980
up to 1985, and enter into a period of stable growth of 2 or 3% per annum after

1985 (see Figure IV-2).
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Table IV-2 Economic Growth Projections for 1980

1976 1980
GDP GNP GDP GNP
MM R.O. MM R.O. MM R.O., %p.a. MMR.O. %p.a.
JICA MISSION 827 692 800 -0.8 698 0
FIVE YEAR PLAN 758 623 806 1.6 704 3.1
IBRD STUDY 806 634 673 -4,5 547 3.6

(Source) JICA MISSION

MM R.O. (1976)
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Figure IV-2 Growth of GDP
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(3) Assuming said economic growth, sectoral contributions to GDP are estimated
on Table IV-3. It is expected that mining other than pefroleum and gas (that is,
chiefly copper) and manufacturing productions will grow by 16 times from the

four million RO in 1976 to an estimated 64 million RO in 1990. In other words, the
manufacturing and mining (sans petroleum and gas) industries will achieve in 10
years the level of production comparable to the present total of agricultural,
fishery, and commercial productions. These industries will have a slightly

greater share in GDP than will agriculture and fishery in 1990,

Table IV-3 Projection of GDP by Industrial Origin

(Unit: MM Rials Omani, 1976)

1976 1980 1985 1990

Apricnlture and Fisherles 21 30 42 57
Petroleum and Mining 530 458 561 &80
~-{Copper) = - (6) (G
Manufacturing 4 18 38 58
Buiiding and Construction 83 55 65 87
Transportation and Communication 26 22 30 34
Electricity and Water 5 12 15 18
Commerce 50 48 50 73
Banking 11 14 16 20
Ownership of Housing 14 26 34 a9
Public Administration and Defence 71 99 110 121
.Service and Other Sectors 11 20 30 40
TOTAL 827 800 1,020 1,127

(Source) Development Council, JICA MISSION

{4) In order for the manufacturing and mining (sans petroleum and gas) sectors
to be able to produce the level of value added as seen on Table IV-3, it is believed

necessary that the following investments be made in the sectors:

1976 - 1980 (Five Years) : 166 million RO (in 1976 prices)
1981 - 1885 (Five Years) : 120 million RO (ditto)
1986 - 1990 (Five Years) : 143 million RO (ditto)

Thus, a total of 420 million RO or more of funds are fo be invested in these

sectors during the period of 12 years, and this amount approximately equals the
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government's oil revenue in 1967. If the government is to bear 30% of the required
investments, it will have to direct 5% of more of its oll revenue io these sectors

every year,

{5) Value added and employment in the manufacturing and mining sectors in-
cluding petroleum and natural gas are estimated on Table 1IV-4, a review of which

will show that:

o Only a moderate expansion of employment can be expected of mining
activities (including petroleum) due partly to the declining petroleum production,
despite that the employment by copper and other mining will expand starting in
about 1985.

o Employment in the manufacturing and mining sectors will expand from

the current level of 11,000 by about 2.3 times by the middle of the 1980's
(particularly, employment in the manufacturing sector alone will increase by

about 4,5 times).

Table IV-4 Sectoral Value Added per Capital and Employment

(Unit: Men, Rial Omani, 1976)

Sector 1976% 1980 1985 1990
Petroleum and  Value Added 70,242 64, 800 69,780 69,780
Mining Employment 7,436 7,040 8,330 8,310
Manufacturing  Value Added 1,037 1,890 2,200 2,800

Employment 3,857 9,520 11,720 20,710
(Note) *National Statistical Department

(Source) JICA MISSION

3) Impacts of Development

The impacts to be brought about by the accomplishment of development

objectives discussed in the above will be estimated here,

(I} Induastrial Structure
The uitimate objective of industrialisation in Oman is to accomplish departure

from the current mono-cultural economic structure with the heavy dependence

upon petroleum, by fostering manufacturing industry as an income generating
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sector along with agriculture and fishery.

According to the GDP compositions shown on Table I1V-5, it will still be
difficult to reduce dependence on petroleum for GDP down to 50% or less even
with fairly rapid development of other income-generating sectors. If, however,
only the income-generating sectors are considered, agricultural, fishery, and
manufacturing will grow from the 4. 8% in 1974 to 16.5% in 1990, with relative

reduction in petroleum reliance o a fair degree,

Development of agriculture/fishery industries and manufacturing industries
should be accomplished maintaining a balance between the two. Even if agricul-
tural product processing is classified under manufacturing, manufacture sector will

not exceed that of the agricuiture and fishery sector before 1990,

Table IV-5 Industrial Structure of Oman
(Unit: %)
Sector 1973 1974 1976 1980* 1985* 1990%*

Agriculture and Fisheries 9.9 3.1 2,7 3.8 4.1 5.1 Income
Petroleum and Mining 55.8 68.4 60.8 57,0 57.0 51,5 ]generating
Manufacturing 0.4 0.4 0.9 2.3 3.7 5.1 cetors
Construction 14,2 10.2 9.6 6.9 6.4 7.7
Transport and Communication 2.6 2.2 3.2 2.8 2.9 3.0
Electrical and Water 0.5 0.2 0.7 1.5 1.5 1.6
Commerce 4.9 4,8 7.4 6.0 5.8 6.5

Banking 0.5 0.6 1,5 1.8 1.6 1.8
Ownership of Housing 1.7 0.8 2.1 3.3 3.3 3.5

g:?;‘; :dnﬁ“jsmﬁ‘m and 7.7 8.2 9.5 12.4 10.9 10.7

Service and Other Sectors 1.8 1.1 i.6 2,5 2.9 3.5

Total 100.0 100.0 100.0 100.0 100.0 100,0

(Note)

¥ Projection

(Source) Development Council, JICA MISSION
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(2) Trade Balance

Although estimation of trade balance for the future ig difficult in the absence
of precise prediction of petroleum productions, it has been estimated as shown on
Table IV-6 under a number of assumptions. It has been estimated that the current
level of trade balance will be maintained up to 1980 and be much improved after
1985, under the assumption that cement, copper, and other expori~oriented pro-
jeets will be implemented after 1985 with consequential industrial production ex-
pansions for import-substitution in initial years and for exportation in later years

in contribution to the improvement of trade balance as shown on Table IV-T7.

Table IV-6 Projection of Foreign Trade Balance

Unit: MM RO. O (1976)

1976 1980 1985 1990
Import 381 376 428 428
Export 456 433 545 537
Balance 75 57 117 109

(Source) JICA MISSION

Table IV-7 Contribution of Manufacturing Industry to

Improvement of Trade Balance

Unit: MM R.O. (1976)

1976 1980 1985 1990
Export 1 2 11 20
Import 6 28 73 115

Substitution

(Source) JICA MISSION
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(3) Employment

Assuming that each project will result in the employment of 5¢ workers on
the average, total of 260 projects will have fo be implemented if manufacturing
industry employment is to increase to about 13,000 by the middle of the 1980's
under the previously discussed estimation (see Table IV~4). Thus, th-e maximum
level of employment that can possibly be achieved in 10 years with a very rapid
industrialisation efforts will be about 20,000, which is insignificant in comparison
with the currently estimated agricultural and fishing population of approximately
450,000.

Therefore, industrialisation in Oman should be pursued from the stand~
points of trade balance, industrial structure, and technology but not of employment

expansion,
{49 Regional Development

Population concentration in the Metropolitan area is a big problem now.
Because the concentration has been caused by the inflow of people from other
parts of the nation and abroad seeking jobs in the area, where commercial and
manufacturing activities are concentrated, these activities must be redistributed

to rural areas.

Resource-based industries are often located in rural areas, as it is
discussed later; therefore, further population concentration in the Metropolitan
area can he prevented by developing growth poles for regional development
centering around resource-based industries as nucleus. Particularly essential
to the settlement of population in rural areas will be to combine agricultural and
fishery crops. The concept of growth poles will be shown by Table IV-15 and
IV-16 and Figure IV-4.
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2, Selection of Strategic Industrial Project

1) Analysis of Existing Industries

A number of types of industry exist in Oman as pointed out in Chapter II and
numerous projecis are currently under plan. Some of these industries have been
interviewed on their reason for locating in Oman, and the finding was shown also
in Chapter II. The reason or criteria by which these existing and projected industries

would locate themselyes in Oman are analysed on Table IV-8.

They are observed to include a large number of domestic markei-oriented or
import-substituting industries, followed by those which utilise domestic resources
of Oman. Particularly, a large majority of the existing industries are domestic
market-oriented. This can be explained by the fact that they deal in the following
kinds of merchadise:

¢} Those whose shelf-life is short: daily products (milk, yogurt), bread,
flour, poultry meat, egg;

0 Those whose ability to bear transportation cost is too small for importation:
soft drinks, furniture, asbestos-cement pipes, PVC pipes, steel structures,
aluminium window frames, concrete blocks;

o Those manufactured from Omani resources with an international com-
petitiveness: processed date products; and

o Those which need to be produced in close contaet with Omani market:

printed matters, paint, furniture, automobile repair.

A comparison of these existing industries with proposed industries (Table
1V-9) suggests a future tendency of import-substitution through the utilisation of
Omani resources with concurrent efforts to expand exportation of some domestic
products. It is interesting to note that a fair number of proposed industries are to
export a fair portion of their products to become sources, other than petroleum,

of foreign exchange income in the future.
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Table IV-9

Comparison of the Existing and Planned Indusiries in Oman

Category

1. Import Substitution Based on
Omani Resources

2. Import Substitution Based on
Imported Resources and/or
Raw Materials

3. Import Substitution plus
Export Based on Omani
Resources

4, Export-Oriented Based on
Exported Resources

5. Expori-Oriented Based on
Omanl Resources

Existing Industries

Dairy Products

Bakery, Flour Mill, Furniture,
Asbesto-Cement, Pipes, PVC
Pipes, Paint, Steel Structures,
Aluminjum Window Frames and
Doors, Conerete Blocks, (Soft
Drinks), (Automati{ve Repairing)

{Asbesto-Cement Plpes)

Date Products

Planned Projects

Cigarettes, Table Salts, Petroleum
Products, LPG, Lime Bricks, Ceramics,
Prefabriczted Concrete Units, Cattle
Feed

Conlfectionary, Refined Sugar, Footwares,
Matches, Retreading of Tyres, Re-Rolling
of Steel Billms, Nails and Serews,
Batteries

Mineral Water, Vegetable Oll, Flozen
Fish, Cement, Glass Products

Canned Fish, Petrochemical Products,
Fertilizers, LNG, Marble, Glass Fibre,
Fire-Refined Copper Ingots

{Source)

Ministry of Commerce and Industry
JICA MISSION

2) Process and Criteria for the Selection of Industrial Projects

The process of selection of strategic industrial projects is shown on Figure

IV~3, whereby projects are selected from the ISIC industrial classification list

(6 digits) through primary, secondary, and tertiary screening.

(1) Primary Screening

Types of industry screened out from the entire list of ISIC classification

through the primary screening are those which are not believed to come into

existence in Oman for the time being in consideration of the stage of economic

development and the way of life and natural environment in Oman. Those

screened out are among others:

o Stage of Economic Development: Aircrafts, precision machinery

o Way of Life: Alcoholics, heating apparatus

o) Natural Environment: Paper and pulp

About 200 types of indusfry including such industrial grouping as peiroleum,

remained after the primary screening.
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International Standard of
Industrial Clagsification
(6 digits)

L
Preliminarily Selected
Industrial Projeocts
{Approx. 200}

I

Primary
Screening

Economic Development
Stage,

Life Style

Natural Environment

¥

Selection Based on
Industrialization Targets

L J )
Selection Based on
ng

TdAmsitation of Industrial Siti

¥

—

Med-, Long-Term| |Short-, Med-Term
Targets Targetis

Secondary
Screening (C)

Export
Expaunsion

Industrial
Linkage

/ Secondary
Screening (B)

Import
SBubstitution

Exploitation of
Local Resource

1

Y

Secondary
creening (A

| {Brariet]

Domestic
Competitiveness

[

| { International
Competitiveness

Required Industrial Projects

{(Approx. 50}

Appropriate Industrial Projects

{Approx. 35)

te——<_Tertiary Screening >

Strategic Industrial Projects
(Approx. 10 to 20)

{Source) JICA MISSION

Figure IV-3
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(2) Secondary Screening

The approximately 200 types of industry are further screened against the

foliowing two criteria:

a. Conformity with the industrialisation objectives of Oman. Here, following

objectives are used:

o Short or Medium~term Objectives: Priority accomplishment of import-
substitution and the utilisation of domestic resources
0 Medium or Long-Term Objectives: Fosteration of export industry and

balanced industrial development

b. Conformity with the site conditions in Oman. Based on the result of
industrial siting survey in Oman as judged by the JICA mission, the following
jtems are reviewed: Market, labour, technology, domestic competitiveness,
and infernational competitiveness. About 50 types of industry were selected as
in conformity with the industrialisation objectives and about 35 as being

promising for continued existence in Oman.

The basic concept of two kinds of screening by a. and b. is shown on Table
IV-10. A maximum of 40 types of industry were selected through the secondary

screening as being "promising industries to be fostered in Oman'.
(3) Tertiary Screening

From among the types of industry selected through the secondary screening,
10 ro 20 types are to be selected through the tertiary screening as being "strategic

projects™ to be developed as quickly as possible.
3) Types of Industry and Sectoral Development Objectives

Types of industry which can be developed by using natural resources
available in Oman are shown on Table IV-11. Based on ihe results of review of
large import items and industrial siting requirements in Oman, about 40 types of
industry are selected from said list and subjected to the tertiary screening. These
types of industry are shown on Table IV-12.
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Table IV-10 Criteria for the Secondary Screening
of Industrial Projects
Criteria Basis for Screening

.

Selection Based on Industriali-
zation Targets

Import Substitution
Exploitation of Local
Resources

Export Expansion

Industrial Linkage

Selection Based on Limitation
of Industrial Siting

Market

Labour Force

Technology

Domestic Competition

International Competitiveness

Availability of agricultural,
fisheries and mineral resources in
Oman

Potential of exportation with
emphasis on export to the Gulf couniries

Possibility of expanding inter-
industrial linkages or networks to
achieve a balanced economic growth

Large market (domestic plus possible
export) size compared with minimum
conceivable production unit

Less labour intensive industry

Eage of technology transfer to Omani
people

No or few existing projects in the same
industrial subsector in Oman

Higher price-competitiveness in the
international market

{Source) JICA MISSION

—198-



(panupiuen agq oL)

5189)S 1eioadg

8aqLy oNoyIuAS
‘ursjoad oneyuis

apIxp asousdupyy ‘assuciuepy-oriag
190D

-0l 199215 L1ppucdds *s19918 paqlod
‘sfo]|v c1aag ‘uoa] afuodsg
awaJay)-or1ag ‘Sal1030eriey

saqnl aaddop ‘sajquo pue saapm daddep
*xaddo]) paqed *taddal pourjoy

[ouemal ‘ON1

* {340 uoa} jo uoIIONPOY 10a1]q) uoa]
aduodg *sjonpoad (eopuays0alad
‘sxazi[jae g snouadodjIN ‘anjng

Jadde) paurjey 2414 “‘2addol Jeisig
PIOY oanpng ‘xnyns ‘anely taddog

Supipog DA *+19IEAL UAS

asouviuely

uod] wpiwoday)
Jaddoy
(seD

pajEjanssy oy
gz jeanjeN

TN - |eIaui

f1aqqny oneRuis *(AI9UE]9H) S10Npold wnajened Jo uoneuEsaq ‘;uclielausa) Jamod PUT Wna]ol10d uogqIea0IpAH
ysid pauue) ys1d UazZod g BURL, UIJMOT|3A
ystd psuuz)d ysid uezod g [BEENED O
Anoyouy
sjuadasleq pue sdvog *splO pejeusfoaply O Y4513 *188IN Ysig pur aujplgs ysid
dnog uaxdyD {uazox g Jo paNIyD ‘ysoaJ) fajnod uaHIIUD
1004}y "93YD ‘SUINS pue 5OPIH
Autuuyds ooy ‘s1onpoad Jsyjear] *{uozZoa g 1o pajiiyd ‘ysodg) 1IN jeon pue daayg
AN
psiaspmod ‘asaayd pue lajing ‘soapa AN ‘SUINS pue sapiy
=100 ‘sjonpoaxd Japra] ‘JEsly pouurd ‘{uszoa g Jo PIIYD ‘Ysea ) joaly Mo §00)5aAT
eoaseyd Y110 muedoD INUO20D
sajjeaed|n adoEqel
(£zauyyoy axdng) avdng je0g 100}]-1993g
sa|qeiada payeapiyag
‘galquiodo poeaxasald ‘olqwiodo) uozoag sajquiolapn Ioy10
auptediel 110 o1qipd ‘deos 110 wisd uiad
oBugjy paarasodd aoinp oBuely o8urpy
uoluy payeIpAyaq uoJuD
aatne ool
*dnyoisy ojBwWOL *8)Sed 0jRWOL o)euIn],
«2WT] pala@ ‘asinp swy] awy]
+E210] pOSEI00Id sde
sjonpoad as(iw]s pue pyeydeds syonpold
spaad ajueD *A1euooaTuol) *,AX19NBE CL{[IIN N0l d JEIYM {sanjinojady
(savad o1 ) wasl-Suey (sdead o1 01 §) WIAT - umIpaN (81894 g )waol-1l04g
Ausnpul ajgissod Jo sojdwexg - - : T sadinasay 10§08
uUewO Ul Se3In0sSay JBIN]JEN Uc pased SaLr)snpul 1T-AI 9igelL

—199~



NOISSIW voIf  {(a0amog)
Funsixd « (a0N)
wnjsaude {ueld
‘prsoulfel ‘sopruoag ‘EpOS JEMED uopwuiesaq paoads
‘pIoY 21301Y20IpLH *auLIOID Nes qel wody) HRE 31oymastd WN
stazyiaad opeydsoyd sooy areydeoyd
aaqyg azyend
SSE[D ‘OIEMSSE|D ‘SEELD 132US 5315304 88E1D pue sprend
gIoje|nsu] ufjoey
‘saIemnaijded ‘guieldalod pue xedsplag
saxemdel)
sizanayiieq ‘sujeianiod fga[ll SpmEX3] ‘exolag AelD £e1d
sjelIae N 52JE15 FOIBIqSY ‘paIvod
Supenpu] *s1erraje WORMLIL BoJRaqsyY ‘8adld JUAWR) SOIEIQBY 60}53q8Y
40Z28113], ‘9jeucqIe)
wnioje) *s3jE|d puv 530019 AgIeN IlieN
smwy] ‘s530npord
Jama) A1epuodag *,21a1dme) ‘INFUId aji|elsN ~auoN
SIPIQIBD WNIMED ‘Juamiay) *ERIIIG pues ‘yEaiedaiddy 2003EIMWTT - |e1auf
(saza£ o1 ) Wadl-3uo] (81ea£ Q1 0} §) WIIS,L- WUIPIW {saeak ¢ ) WMIDIL-3I0YS S— R

A135MpU] 91918504 jo sa1dmexy

{panupuod)  YT-Al A[qel

—~200—



{panunjuon aq o1}

{dd ‘OAd *Fd) sjonpoad eojuaysorag ‘|ouny ol

‘saplgaes umiele) ‘{seyeydsoyd aadns) siazynas) oneudsoyd
‘puouituy * (23TJ1nS WNJUCWIUE *E2an) SI3Z[]).18] SnousloIiIN *anjng
!(sepjuioag ‘epos DJISDED ‘PIOE JIXOIYO0IPAY sulIoOYD} s3onpoad

s8IZ N33

Po718123~7188 *(ploEe planjns) joafoid aaddoo jo syonpoadag SBurpnjpu) 1EOIWSYD {BLIISHpUT D]SEY 1158 siponuay)
82081q pue sj9g *spool 1esell 2xemjoo] jdaoxa sjonpoxd a1 £ege
suryy quie] pue desys Jo IsjeaT *IIBO] JIED sejuld Jupysiuyy Ja)vo] pue SILIAUVE,T FANA B510NpOIg J91)EaT]
»1adedsmaN palne pue Suysyignd ‘3unjuiad 0Z%¢ Sunurrg
534N} pUE SaILL ‘pajos-a3qqnl 3Iem)cod sjonpoad Jeqqny 05858 5jonpoid 1aqgni
9218 0} o daded anssL paeoqaaded pue dind jo ss|o1lay 6I¥E uoyed /asded
Spoon ajBIpauLlIau] *g
#2INJLIN 5 S3INN[Y pue aimyuang 0zZee aanjjuan g
Stepueg SaIBmjony 0vee |
saaAXB0S ‘ySjuswried xonQ ‘sded pur s)EH aaemjooy jdooxa 1oxedde Jurieam 033 =
181edde Sunpio1 n_/_
s3na pue sjoquslq paysiulg ‘sleg Bumaeam jdsoxs spood ajpxa; dn-apely ZIZ8 Jaiemjoo
soparedil 0098qOL oFig
§91J38NpPU]
I9%em [BJAU ‘4 SHULIp 1j08 Ad9)eMm pajEuoqaed put SHULIp 3JO8 reie
12aw ysid ‘Asuol ‘sinN ‘5339 uoljeavdard poo} shoaue)jaosIy 121
INasig £1auop309ju0) 611E
aedng paujoy Arsupjelx aedng 8I1g
spuaxg sjanpoxd f1ayeq LTIE
*1001.1 ANOLY 189YM 911g
110 @A2¥] *110 JUPUNOXY *[I0 jnUoaa] ‘11 wWed ‘sydH ‘g0 4813 §78] pUE S|l10 |BuUljue pue I[quddaa CIIE
yst pataq ‘4siy pauued ysiy jo Sujatesaad pus Supuued brre
gaom| 3in1d ‘Sajinay polIg ‘synl] pouued s3nay Jo Supazasaad pue Sujuue) £118
Axynod “yru patapmod ‘asaaya pue 383ng ‘L HIUA sjonpoad Areq 2TIE aosdeqel,
Axynod uazoad ‘uojnt uazoag ‘Jaaq uszox g Juaiy paalasadd s /9dzaaaag /pood
. Spoon) Jawnsua) T
apoy Suiamorinueiy
d
ajdusexy uopdiIasag OS] 30 101098
duueaasg Axepucoas o) Jojye sjoolold (elIsnpul pejosles ZI-Al ®lqel



{panunuod oq o1}

smeaedde sasuerjdde Lasuiyoep
Bnyseid *s(190 Lip put sapxened ‘aiqed pueB aaim pajelhsul pue smeusedde *L1sujyoetd (w3031 0B8RS Teot11aalg
gried supoei
sgdund aajem © (Burayedex Surpniour) Lrsuporwr Sujuoilipuod-Iry £1suyyoeN
s Lrsupyorw Suisgaooad-pooq *saoueojjdde pue L1sUpyoet {eIm[noady Araupyoru 1801130019 jdaoxe AIsujydei 0%8e 18911300 ~-2U0N
SIMONIIT WnuiAnly
*13ddod Jo Bajopay ‘oxmuiny wo pasn s3aplg (ejaw ased
‘gfo) pue SYoOT ‘wnujWNie Jo S]1SUIN IPSIUINI *SI9]j0( pun
8133000 *S8aA0)8 oo *4£121IND JO S3|0[)IE J9Yj0 PUB SSATUY
‘asn {gIR{nofa3y Jof S1colpuUBH ‘S1IEU PUE M3I08 ‘S3loq ‘SnN
‘9838 puE UoJdj Jo |ejowt papuedxd *aiim (9918 Jo j8u pue Jujous g
*godod pus Sa|qed aIIA ‘1991F pue uodl JO SNUBl ‘SIamMOnIis [a3g juswdinbo j10dsusay
t1addoo jo Bumyy adid pue aqnl ‘12935 pus woay Jo s3upily adid pur Lisupyoew jdeoxa sjonpoad (el 0T8e s3onpodd 1819
gpood 1ujided)
PUE JSWNSU0D S|qeand *g
S1E0W ENOIIDI-UOU IDYID
‘mnjsauley ‘taddoo jo aaIm pue suoljoes ‘spox ‘sied ‘laddos
pauay *laddoo psupysaun aayyo pue aaddoo xsysyid ‘spewt xaddod S311]18npul OJSEY [¥}9Wt SNOII9)-UON 0ZLE nr
g3a1310] 19938 pPUB UOI] R
*gadid uoar 358D 'SIM |9939 pUE U] ‘SUO[0I8 19918 sjonpod g |
‘19918 30 SpoI pue Sxed ‘iafllq 9518 ‘sfo|(e-01rad ‘uoxj aduodg SafxIgnpur o1seq [9916 puE U] 0TLE B9 oiFeqg
Sau01s JEjuantouw pue 3uipjing *sielrsjew U0f301a g ‘sjonpoxd
21ql} SPEID *3IUSWHD JO SBIINIY *4830npoad JUSWAD-S0)SIYEY PSIJISSEID 9I8ymasalo
‘awiij paoBlS ‘xFotelaxddy ‘2aisvd jott s3onpold jelsull ofjjeRW-UON 6658
Juwad uautad 269¢€
azem ploysstol ‘aiem L1ejues 23eMUAYLIED pOB BUND A193lod oT9¢8
SI3UJBUCO 85BID ‘oIemolqe) SEEID ‘ssejdiaoys sjonpoad sse|d puw sselH 029¢ sjonpold
gadid ojmiezs *soql} OIWBISD ‘8ROl s10nposd L8]0 1BIMINDS 0goe oy eIsu-uoN
1eoo pue
Jeydsy wnatodjad pue sjonpoxd snodug||aosiy oFSg
Je] puE yojid ‘Odl sjonpoxd
‘gueapIqrI ‘S{io (on} |enpisay *siany aje(11sia ‘11aids aojol salIaunjel wnajollad ogse unajoxiadg
S9ySJBI ‘sa|puel) ‘SouIdIpely ‘SueIdaJuIsd ‘seplonoasu] ‘sdeog s3onpoad 1Bo1W3YD SNOBUE|1208T Bzee
s1anboel *sS3uTEd £3onbov] pue saysjuIeAs ‘sued 12%% FlesjwayD
apon Furampoejnuey
sldwexy uopdiiosag o181 30 101008

(psnunyuod) gI-Al S19EL



—~203—

NOISSIN vOIr  (90anog)
Supsixg « (e0N)
o11seid jo apew sjonpoad pue sjIed ‘sjejeul aseq Jo sajeid udig
‘sajeid ameN ‘sS[elsw aseq Jo 079 sAv1) ‘sasvo AIa(|amar pPOIJISSE]O 2J18YMasa]d J0U SIANJOBINUE]y 6068
s|gjew snojoexd SJa.IMoBInuC]y
JO S[ISUaIN J1ISAW(] *SAIeM S YIWSIIAILS pue S, yHwgplon SO1O[}aB PIIBIod pus Ald||omar 106¢€ 1810
S9101UPA 10j0W JO] SJ1Ed *SI10IYdA Jojod Jo aredoy g9]101y2A X0j0I 2vee Arsumosiy
Sutaredaa dryg *syvoq pue sdIys Jo UOHONIISUOD Suraedax pue Surplinqdiys I¥8¢ jodsuer]
apol Suramorgnue]y
ajdurex uoppdiansa
1 4 Hex a D181 Jo aojoag

(penupjuoD} ZI-Al 91qEL



From this Table, the following become clear:

{1}  Of consumer goods, a large number are processed agricultural or fishery

crops of Oman.

(2) Domestic production of textile products will be difficult with some ex-
ception. This is because such factors as resource, climate, market, and labour

are all unfavourable to siting.

(8)  Only a limited number of other consumer goods may be manufactured in

Oman, even in a long-term future,

(4) Development of intermediate goods will be accelerated in the 1980's
through the processing of Omani resources or of imported materials in some
cases. But, because development in this sector tends to become big projects,
result will vary depending on the degree of success in project implementation.
Examples are petroleum products, processed copper products, petrochemical

products, chemical fertiliser, and so forth,

(5) Consumer durables and capital goods will not be produced for the time
being, with the exception of certain metal products. This is because there are

problems in technology and market. But there are rooms for the expansion of

automobile repair and the manufacturing and repairing of agricultural, fishing,

and mining equipment.

Based on the foregoing considerations, target values of gross industrial
output for manufacturing have been estimated on Table IV-13. The industriali-
sation of Oman is to be accomplished through the gradual production of non-
durable consumer goods while rapidly expanding the production of intermediate
goods. Production of consumer durables and capital goods is predicted to be

limited to certain items even in the future.

The tertiary screening has resulted in the selection of the 20 types of
industry listed on Table IV-14, taking into consideration the following eight
types uf industry proposed by the Omani Government and taking into consideration
of inter-industrial and inter-project relationships. Those which do not currently

exist in Oman are purposefully selected.
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Indusiries highly interested in by the Omani Government:

1)
(2)
(3)
{4}
(5)

Marble and stone cutting
Ceramics and potteries
Glass products
Copper-based industries

Construction materials

{6) Salt-based industries
(7)Y  Modernisation of smali fishing boats
Table IV-13 Target Gross Industrial Cutput
(Unit: MM Rials Omani, 1976)
1976 1980 1985 1990

Consumer Goods {7 20 39 51
Intermediate Goods 9 38 72
Durable Consumer and

Capital Goods 1 7 12
Total 7 30 84 135

{Source) JICA MISSION
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3. Scale and Timing of Establishment of Strategic Projects

1) Selection of Site
Attention should be paid fo the following points in selecting industrial sites:

{) Conformity with the national development objectives of Oman

0 Regional development or regional industrialisation objectives

v} Development objectives for specific resources (particularly hydrocarbons,
minerals)

o] Indusirial area or industrial estate construction plan

(2) Ease of procuring land and infrastructure

o Possibility of securing a flat piece of land of one hectare or larger

0 Availability of subterranean water

o Easy access to truck road, port
o Availability of electric power from the national grid
0 Ease of communications

(3) Ease of resources procurement

4] Easy access to a mine

Easy access to gas pipeline junction

Q

Easy access to an agricultural products distribution centre

[}

(4)  Availability of manpower and the existence of a community

0 Ease of recruiting manpower, particularly skilled labour

(v Possgibility of procuring or constructing dwelling houses in a unit of at
least several tens

¢] Existence in the neighbourhood of a community with adequate social

infrastructure and amenity of life

(5) Tacility of commercial transactions

o Easy access to a bank
v Existence in the neighbourhood of suppliers of raw materials and machine
parts
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o Easy access to the government agency(ies} with which necessary applications

are to be filed

In consideration of (2), (4}, and (5) above, industrial locations in Oman are
limited to Muscat and surrounding Metropolitan area and Salalah and its vicinity.

Therefore, industrial decentralisation plan will have little effect, unless;

0 Active development of resource-based industries, and

o Development of industrial estates and the control of industrial siting in

overpopulated areas are put forward at the same time.

Muscat, Salalah, and abount four other growth poles are conceivable (see
Table IV-15 and Figure IV-4). Industrial expansion toward the northwestern
region, that is, Seeb-Rusayl region and Sohar region, has been advocated as a
measure of decentralisation from the over-concentrated Metropolitan area
(Whitehead Consulting 1977, TTI Technology Transfer, 1977), but thig should be
considered only in relation to said growth poles. Industrialisation targets for
these growth poles by type can be conceived of as presented on Table IV-16,
Particularly, imported raw material processing industries will expand from
Muscat and vieinity toward Seeb-Rusayl region and further to the northwestern

region.

Industrial decentralisation can be accomplished to some extent in Oman by
locating resource~based industries (agricultural crop processing, fishery pro-
duct processing, mineral processing) at the place of production of the resource.
Posgible siting points are shown on Table IV-17 for the strategic industrial pro-

jects (of Table 1V-14).
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Figure IV-4 Location of Growth Poles and Their Transportation Links

—211-



Table IV-16 Characterization of the Industrial Growth Poles in Oman

A

Processing of Processing of -
Growth Poles Imported Agricultural Fish Mineral
Raw Materials Products Processing Processing
1. Museat o
Metropolitan 0
2, Seeb-Rusayl (8] [{o)] 0
3. Sohar (o] (9] 0
4, Kizwa 0 Q)
5. Sur o (v}
6. Salalah {e)) 0 e} [(8)]
(Note) () Possible in Future

{Source) JICA MISSION

2) Siting Schedule for Strategic Indusirial Projects

The previously identified strategic industrial projects (and related in-
dustries) are classified into those for which both funds and technology are availa-
ble and, therefore, may easily be located in Oman and those which may be located
only after their specific prerequisites are satisfied. Prerequisites for each type
of industry and the period of time needed for the satisfaction thereof are listed

below.

(1) Frozen Meats: For beef, systematic cattle grazing should be done in the
Dhofar Mountains and for pouliry meat, a large scale poultry raising must
become active. The former will require five years or more, and the latter,

from three to five years.

{2) Canned Fish: Preconditions are the stable catching and landing of high
grade fishes by deep sea trawling ships and the construction of a canning factory,

which will require about three years.

(3) Canned Fruits: From five to seven years' time will be required from the
start of development (through the seletion of development area, irrigation method,
and fruit trees) to the harvesting of fruits. Also, a canning factory needs to be

constructed.
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Table IV-17

Possible Location of the Strategic Projects

Industrial
Project 1. Muscat 2. Seeb-
Metropolitan Rusayl 3. Schar 4. Nizwa 5. Sur 6. Salalah
Frozen Meat 4] 0 0
Canned Fish 8] 0 o 0
Canned Fruit [»] 0 o
Vegetable Ofl (o] o} o} o]
Confectionery o] 0
Footware 0 [a] Q
Leather and
ts Products o o Y " 0
Fertilizer o] 0 [a]
Saap o o]
Petroleum o
Product
Clay Bricks (o] o} 0
Ceramics Tile o 4] o
Glass
Contalner o o
Pottery &
Chinaware o o o
Limestone
Product 0 o
Cement
Product o o
Building
Stone o o o
Steel Bar o
and Rod
Stecl Wire o]
Fences,
Net and Nafl o o 0 o
Copper
Downstream () 0
Agricultural
Tool and o) o] ) o)
Machinery
Repair of Fishing
Boat Q) [(s)] 0 o
Products Made
of Plagtics o o @
(Note) {} Posslble in Future

(Source} JICA MISSION
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(4)  Vegetable Oils: From three to five years will be needed before the
harvesting of the crop; in the ease of palm oil and coconut o0il, more than five
years will be necessary from the reclamation of plantation land fo crop harvesting.
(5) Confections: No preparation time is needed except for the selection of

products,

(6) Footwear: A short period of time is needed for market survey and the:
selection of products.

(7Y  Leather and Leather Products: Five or six years will be necessary before
cattle grazing becomes active and leather tanning techniques established.

(8)  Nitrogenous Fertiliser: Adequate export market needs to be secured.
Five to seven years for the planf construction and operation commencement.

(9)  Soap: No preparatory time is needed for the production of soap from imported
raw material. But if domestic vegetable oil is to be used, the time specified under

{(4) above will be necessary.

(10) Oil Refinery: Four or five years for the plant construction and operation

commencement

(11) Bricks: One year for the finding of adequate volume of clay; a total of two

or more years including factory construction.
(12) Ceramic Tiles: Same as bricks under (11).

(13) Glass Products: Six months to one year to prove deposits of quartz sand,
clay, felspar, and quartzite; more than one year for factory construction and

operation comimencement.

(14) Ceramics and Potteries: One year fo prove the deposits of cilay, potter's
clay, felspar, and quartz; about two years for factory construction and production

commencement.

(15) Limestone Products: After market size has been confirmed, only one or

two years for factory construction is needed.

(16) Cement Products: Same as (15) above.

(17) Stones for Construction Uses: Six months to one year for the identifi-
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cation of an adequate stone deposit, plus nearly one year for the delivery of

machines, development of infrastructure, and construction of a erushing piant.

(18) Steel Rolling: Nearly three years for the construction of factory for rolling

imported billets and for plant operation.

{19} Steel Wire: QOne to two years for the wire factory construction and oper-

ation,

(20) Steel Fence, Screen, and Nails: One to 1.5 years for the construction of

factory for processing imported steel and for operation start.

(21) Copper Processing: Two to three years for construction and operation of

refinery and processing factory.

(22) Agricultural Equipment and Farm Machinery: Two or three years for

product selection and factory construction.

(23) Fishing Boat Repair: One to one and a half years for the construction of

workshops.

(24) Plastic Products: One to two years for market survey and factory con-

struction.

with the above conditions in mind, a timetable for the development of

strategic industrial projects has been formulated on Figure IV-5.
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4, Fosteration Programme of Strategic Industrial Projects

1) Basic Philosophy of Fosteration

Omani industrialisation has just started, and effective industrial fosteration
measures of the government will be essential in order that the industries will
become an important income-generating economic sector, along with agriculture
and fishery in the future. Basic philosophy of fosteration calls for the overcoming
of obstables which the industries are currently faced with or which will occur in the

future.
The obstacles are:

(1) TInsufficient industrial development funds

(2) Inadequate supporting institutions and organisations

(3) Inad}equate infrastructure essential to industrialisation
4) Small markets

(5) Insufficient supporting or related industries

(6) Insufficient manpower

{7y  Low technical level

These obstacles are common {c developing countries but are more intense

in Oman than in other countries.

Particularly, the smaliness of domestic markets requires that cooperative
industrial development be maintained with neighbouring countries and makes it
difficult for a protectionist policy of domestic industry to be effective. These
two can become particular hindrance fo the industrialisation of Oman. But, in
view of numerous precedents in the process of industrialisation in many developing
countries that overprotection of domestic market-oriented and import-substituting
industries has resulted in the fosteration of industries with feeble base which cannot
compete internationally, accomplishment of industrialisation in Oman under said
restrictive conditions might, after all, result in the fosteration of strong and

internationally competitive industries.

Industrial (other than hydrocarbon-related) development policies of the

Gulf nations can be clasgified into the following two by the behavior of industrial
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development which depends on their population (market) and the level of oil

revenue:

0 Private leadership: Kuwait, U.A.E., Saudi Arabia

o Government leadership: Iran, Irag

Development under complete government leadership would be difficult in
Oman for the reasons stated previously. In fact highly profitable projects have
already been implemented actively by private capitals. But those whose pro-
fitability i8 unknown and those which involve a large sum of investment funds may
be worth implementing under government leadership provided that the project
appears to be able to maintain a high relative competitiveness in the future because
of the exploitation and utilisation of Omani resource or other reason. And, as the
example of flour mill currently demonstrates, once the project is implemented,
operation can be gradually taken over by the private sector. Therefore, the
most important of the factors to be considered upon industrial fosteraion is the
selection of industrial types to be established in Oman, It will be particularly
desirable that a clear long-term prospect is established as to whether the pro-

jects be developed by private parties or be developed under the government leadership.
2) Financial Measures

It is a well known fact that industrial development investments are being
discouraged in Oman by the fact that private financing has concentrated in short-
term loans. Tt can easily be imagined from the national trait of Omanis and the
economic history of Oman that investments will be made more actively in the com-
mercial sector than in the manufacturing in the future. But, then, due to decline
in the fund demand of the commercial and construction sectors which has been
caused by the stagnation of private consumption, many loan offers have been made

to promisging industrial projects.

Against this background, it is desirable that the government take the

following fiscal and financial measures for industrial development purposes:

(1} Direct Government Investment in Big Projects

The government is to propel big projects by the input of own funds or foreign

grants. The current examples of natural gas pipeline, copper mine development,
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and cement plant construction should be followed in the future. That is, projects

of this kind can be classified info {a) those which require a substantial pre -
paration time, such as mine development, (b) those which require guarantee for
marketing product, such as cement project, and (¢) those which are essential

to national development, such as the gas pipeline.

Although the competent ministry (Ministry of Industry and Commerce,
Ministry of Agriculture, Fishery, Petroleum, and Minerals) is currently making
direct investments, it might be worth considering the following for the purpose

of simplifying investment operation;

0 Transfer the responsibility for big projects investment operation to the
Development Bank, or
o Establish a Basic Indusiries Development Corporation (following the

example of the Saudi Arabian Basic Industries Corporation).
(2) Expansion of Development Bank Functions

Although the Development Bank had not commenced operation by February
1978, it had been decided that the Bank would function to finance highly feasible
big projects and small or medium-scale industrial projects. In addition to the
financing of low interest long-or medium-term loans to and capital participation
in Omani enterprises, it is desirable that the Development Bank have the fol-

lowing functions:

o Joint loan with a city bank or banks with Development Bank leadership,
o Direct participation in joint-ventures with foreign capitals,
o] Concentrated loans for specific industrial sector which constitutes an

important part of national development plan, such as low-cost house construction.
(3)  Subsidy to Industrial Projects Feasibility Studies

It is recommended that constant efforts be made for the finding out of
projects worth financing in order to accelerate the development financing. For

this purpose a system of subsidy or very low interest loan should be established.
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3) Development of Institutions and Organisations for Industrialisation

Development of a system for the collection of necessary information and of
organisations for promoting industrialisation activities will become necessary

for the purpose.
(1) Statistical Information

While a fair number of private enterprises operate in Oman, it will be
highly essential that the Ministry of Commerce and Industry and/or the National
Statistical Department will gather, classify, and maintain business information,
particularly data on capital, employees, facilities, and products. Preparation,
particularly, of industrial statistics will facilitate the progress of industriali-

sation.

Foreign trade statigtics are presently classified only by three or four
digits and in exceptional cases by five digits according to the Standard Inter-
national Trade Classification (SITC). In order to plan active import-substitution
in the future, it will be necessary that the volume of imports be accurately
defined by import item according to fine classification. And the use of five digit

classification will be desirable.
(2) Development of Organisations for Promoting Industrialisation

Functions of promoting industrialisation have already been established
within the Ministry of Commerce and Industry, bat it is believed essential that
the following functions be added to the Ministry or grouped under an independent

agency:
0 Industrial estate development and administration
o Industrial decentraligation to rural areas

0 Planning and development of industry-related infrastructure
o Coordination with Gulf nations on industrialisation and establishment of

cooperative regional development.

Of the above, particularly important will be gather industrialisation infor-
mation from Gulf nations in order that the industrialisation plan of Oman would not
compete with theirs in the least and would facilitate harmony with them. A

good examples of this is the cement project.
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4) Amplification of Infrastructure

Infrastructure for the industrialisation of Oman cannoct be said to have been

fully developed. Therefore, the following measures will be essential:
(1) Designation of Industrial Area and the Construction of Industrial Estate

Residential and industrial quarters are to be separated in parts of the
Metropolitan area and suburbs where they are now intermixed. When the Rusayl
Industrial Estate is completed, a fair number of factories will be concentred on
the Estate. In Oman, water supply and drainage (contamination of underground
water) are one of the bigpest problems of siting industry and they should be borne

in mind in designating industrial area and in constructing industrial estates.
(2)  Securing of Power and Water Supply

Power iransmission network covers only the Metropolitan areas, where
many factories still use their own generation units. FElectric power may not be
usable for industrial purposes unless the present shortage of supply and low
quality are improved. It might become necessary that the feasibility of constructing

a power generation plant for industrial estate be studied.

Water supply is the greatest element of industrial site selection. Locations
where underground water is available for industrial use-~and hopefully having no
effect on agricultural irrigation--should be selected. Drainage from factories
may be put back into the ground if uncontaminated. But it should be made
mandatory that effluent from electroplating plant and other chemical contaminated
drainage be drained through water treatment apparatus. In view that water pol-
lution in developed nations is often due fo factory effluent, consciousness of
pollution control should be developed in Oman in the early stage of industriali-
sation. The contamination of underground water would not only result in
threatening the lives of downsiream inhabitants, but also can result in killing
date palms or otherwise destruct agricultural foundation. An integrated waste

water treatment plant can be considered for industrial estates.
(3) Improvement of Government Services

Administrative services are essential "invisible! infrastructure to the

accomplishment of industrialisation. It is particularly desirable that the
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procedures pertaining to the establishment of industrial firms--investment
permit, registration, land acquisition permit, factory construction permit--be
centralised and simplified. Time consuming procedures can result in dis-
couraging foreign capitals to invest in Oman and drive them away to other Guif

nations.
5) Market Expansion Efforts

Markets are small in Oman and exportation to neighbouring countries is
difficult in view of international competitiveness. Therefore, it should be neces-

sary that the following measures are taken:
(1) Improvement of Distribution Network

Warehouses should be built at various domestic locations and means of

transportation--trucks, coastal shipping (Muscat - Salalah)--developed to connect

them.
(2) Trade Arrangements with Neighbouring Countries of Intermediate Goods

Export markets can be secured if arrangements similar to one seen in the
cement project are made with neighbouring countries. For instance, it should
be possible that government-to-government negotiation be made for the supplying
of Omani copper wire bar to electric cable factories which are now being con-

structed in neighbouring countries.
(3} Development of Exporting Functions

A large number of trading companies operate in Oman at present, but
few of them handle exports. In the future, intermediaie goods processed from
Omani resources must exported. It is necessary that the functions of the traders

be utilised for this purpose.
(4) Preferential Use of Omani Products in Government Projects

When the production of cement, construction materials, electric wires and
cahles, and so forth has begun in future, the government should take leadership

in the preferential use of such domestic products in government projects.
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6) Intensification of Industrial Linkage between Related Industries

Industrial production requires various types of raw materials, parts, and
machines and apparatus. Even if it is difficult to produce all of them in Oman, it
is desirable that the domestic self-sufficiency of such commodities be raised to
the possible maximum in order that highest value added be realised in Oman. To
achieve this end, it is essential that related industries (rather than unrelated
industries) be fostered and industrial linkage be strengthened and intesified among

them.
(1) Designation of Strategic/Pioneer Industries

The types or the sectors of industries that should be established in Oman
with priority emphasis should be designated subjected, for instance, to the

following preferential treatment:

o Preferential site procurement in an industrial estate or preferential
approval on industrial land acquisition,

o Preferential tax treatment

o Simplification of business establishment procedures

o Preferential supply of eleciric power, water and other utilities

The priority industry may be designated based on the full utilisation of
Omanj natural resources, export-orientation, and so forth, Utilisation of lime-

stone is shown by Figure IV-6, as an example.
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Figure IV-6 Full Utilization of Limestone in Oman

(2) Fosteration of Repair Business

Automobile repair garages, manufacturing and repairing of simple machines,
and manufacturing of steel structures already exist in Oman. These are the types
of business essentially needed in order to guarantee efficient operation of machines
and equipment to be introduced in the process of industrialisation., They have
spontaneously come into being, guided by demand at present. In future they
should be invited to move into an industrial estate, and their sound growth be

assisted.
T Promotion of Manpower Development

Manpower essential to industrial development includes managers, engineers,
artisans, and skilled labourers. While managers and engineers may have to be
trained abroad for the time being, on-the-job {OJT) training should be used as an

important tool of any kind of skill.
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(1) Technical Training Schools and Student OJT

The establishment of technical training schools proposed for Sur, Salalah,
and Sohar shonld be materialised, If possible, students (while in school) should
be sent to factories and offices for on-the-job training, which can be offered in
connection with the in-house OJT of employees, which will be discussed in the

below.
(2) Employee OJT

Enterprises, particularly joint-venture companies with foreign investment,
should be obligated to offer adequate on-the—job training to unskilled Omani
workers. (Expatriates, who are believed to have been already skilled adequately
at the time of their entry into Oman, should be excluded from this OJT programme.)
In the future, employers might be obligated to assign an Omani counterpart
trainee to each expatriate engineer/artisan who is staying in Oman beyond
certain period of time. Also, the government might consider subsidising the

programmes for the training of Omani workers.
8) Raising of Industrial Technical Level

In addition to the technical training schools, it is essential that a fechnical

centre be established for the aceumulation of technical information, training of
higher class engineers, testing of raw materials and products in order to improve

the technical levels of Omani industries.
(1) Mineral Survey and Processing Technology

When one considers the high potentials of mineral resources in Oman, he is
convinced that technology should be established in Oman for exploration, mining,
and processing of such resources. The existing organisation should be developed
into a Geological Survey Office in the future for carrying out exploration for dis-
covery of ore deposits which may be economically exploited, s¢ that mineral de-

velopment may be accomplished under the initiative of Omanis.,
(2) Industrial Standards

In the ahsence of industrial standards in Oman, consultants from developed
nations have used their own standards in desiguing and foreign investors have

automatically introduced their standards to joint-venture companies. Although
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there is presently no urgent need for the establishment of Omani industrial
standards, exemplary industrial standards should be obtained from selected
developed nations and examined, should it become necessary from the standpoint
of maintaining and repairing imported machinery and eguipment. Also, when
processed Omani mineral resources (such as processed copper products) are to be
exported in the future, it will be essential that they conform with international
standards; prospective buyers will refuse to accept products which do not fit.
Study of industrial standards will contribute to the enhancement of industrial tech-

nical level in Oman,
9) Government Assistance

Finally, the following government assistances should be offered to the im-

portation of materials and equipment and to exportation of Omani products:
(1) Exemption from customs duties

Even though the importation of raw materials, equipment, and industrial
plants is subject to practically no import tax, importation for the selected
strategic industrial project purposes should be made absolutely duty-free.

(2) Export Assistance

In order to promote the exportation of Omani products, systems for export
income deduction and export market development expense reserve should be

iniroduced into corporate income tax law.
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STRATEGIC INDUSTRIAL PROJECTS



s
e
Ll

g




1.

I, PROJECT SELECTION AND SCOPE OF STUDY

Project Selection

For the purpose the selective prefeasibility studies to be done in this PART

TWO, the 24 strategic industrial projects identified in PART ONE, Chapter IV, and

the seven Government-interested projects have been screened, and the following

13 projects, for which either domestic resources or domestic demand exists, have

been gelected as priority projects for early implementation:

Y
(2)
3)
(4)
(5)
(6)
(7)
®)
(9)
(10)
(11)
(12)
(13)

Secondary Cement Products
Marble

Limestone and Dolomite Products
Autoclaved Lightweight Concrete Products
Glass Products

Ceramics

Clay Bricks

Copper Refining and Fabrication
Plastic Products

Petroleum Products

Natural Gas Utilization

Products from Sea Water

Small Fishing Boats
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2, Scope of Study

Prefeasibility studies of the selected projects are tc be conducted with par-

ticular attention to the following items:

(1) Current industrial situation to which the project belongs: While industrial
activities in Oman do not cover the entire spectrum of industry, the trend of
industry to which each project belongs will be analysed (for instance, in the case

of building materials manufacturing project, building industry will be reviewed),

(2) Market Size: The existing and future potential size of both domestic and

potential export markets will be assessed.

(3) Resources and Raw Materials: Available domestic resources will be re-
viewed for their quality and quantity as much as possible, and imported raw

materials will be reviewed for the ease of their procurement.

(4) Production Scale: A desirable production scale will be suggested based on
the estimated market size or ordinarily recognized minimum economic scale,

whichever is greater.

{(5) Employment and Technology: Whenever possible, the number of employ-
ees will be estimated for each project. Also, the level of required technology

will be assessed and its availability in Oman discussed,
(6) Capital Outlay; Required capital funds will be estimated roughly for the
project,

(7) Necessary Government Measures and Development Impacts: Government
measures believed to be easential for the implementation and promotion of each
project will be discussed and development impacts to be introduced by each

project will be predicted.

Finally, project which are believed worth undertaking a feasibility study will

be identified,
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