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PREFACE

In response to a request from the Governmént of the Sultanate of Oman,
Japanese Government decided to conduct a study on a Master Plan for the
Agricultural Development in the Sultanate of Oman and entrusted the study -
td the Japan International Cooperétion Agency (JICA).

JICA sent to Oman a survey team headed by Mr. Hitoshi Nakajima, Japan
Agricultural Land Development Agency, twice between October 19889 and
August 1990,

The team held discussions with concerned officials of the Government of
Oman,; and conducted field surveys. After the team returned to Japan,
further studies were made and the present repart was prepared.

I hope that this report will contribute to the promotion of the Project
and to the ehhancement of friendly relations between our two countries. .

I wish to express my sincerest appreciation to officials concerned of
the Government of the Sultanate of Oman for their close cooperation

.extended to the team.

November 1990

Eensale g

Kensuke Yanagiva

President

Japan International Cooperation Agency
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Plate 1. Distribution of Vegetation a_nd its changes from 1984/85 to 1986/87
in South Batinah, Dakhliya and Sharqiya Regions. (Scale 1:1,000,000)
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[Explanation of Plate 1 and 2]
{1) These plates were derived from the data of LANDSAT image analysis,

(2) The following data were employed:

- Timing

Path/Rov Former Term Latter Term
Number Date _ Date
R y./m./d. | Sensor | y./m./d. |Sensor
Plate 1 |158/044 |1985/01/28 | MSS | 1987/01/18 | TH
Plate 2 [159/043 [1984/01/G9¢ MSS [ 1886/01/06 [ MSS

(3) Abbreviations in the legends represenl changes of vegetation as

follows:
Former Term Latter Term
Y-Y: Yes Yes
Y-N: Yes No

N-Y: No Yes
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. Basic Indicators
Land Area 300,000 knf
Capital Muscat
Major Cities Nizwa, Sohar, Ibll. Ibra, Salalah
Population 1.5 million (1988 estimate)
Forelgn Population 0.29 million
Language Arabic _
Religion Tslam (Majority: lbad sect)
Type of Government |Honarchy -

Head of State

H.M. Sultan Qabeos bin Sald

Legislature State Consultative Council (legislative power resides with the monarch)
Currency Rial Omapi: R.0. 1 = 1,000 Baisa
Exchange rate US $ 1 =1R.0. 0.384 {31.12.1989)
(Buying) |¥ 100 = R.0. 0.2421 (31.12.1989)
GDP R.0. 2,926 million (1988)
GDP per capita R.0. 1,751 (1988)
Health Annual Population Growth Rate: 3.5 % per annum

Birth rate: 47.3

Mortality rate: 16.9

Infant Mortality Rate (age 0-1): 28
AVerage Life Expectancy: 52 years

Fducation System

schools (NOS.) students (NOS.)

{1983/90) Prlmary school 388 242,994
Preparatory school 290 61,778
Secondary school 74 20,257
Other school 20 5,707
University _ 1 2,500
Total 773 . 333,286

Major Natural
Resources

0il, Copper, Natural Gas’
0il production: 640,000 bpd (1989)
0il reserves: 4 billion barrels

Major Industries

Agriculture (Major crops: date palms, limes, vegetables fruit, livestock)
Agricultural land area : 83,340 ha (1978/79)
Farn households: 83,204 NOS. {1978/79)
Average agricultural land area: 1 ha/household {1978/79)

Mining {Copper processing)

Petroleum (crude oil export, petroleum refining, gas generating)

Imports _Year - : B4 gy - gg - B7 o 88 -89
,,,,,,,,,,, . (Wiilion) ©919.2 (10889 916.7 1700.7 T Bd6.4 T 868.0
Major Items: general machinary, transportation equipment,
industrial products, petroieum products
Exports ,AYeaP o84 .85 o8 8T i 88 i 89
R.0. (Million) 15275 & 1717.3 7 1092.7 1 1451.9. ) 1286.7 1 15122
Hajor Items crude oil
Imports from Japan jYear . . i 84 i 8 . 86 | § 88 T 89
, R.0. (Hllllon) 202.1 219.6 131.8 106.7 142.2 N.A.
Exports to Japan  [Year . G 84 85 86 i 87 . 88 . 89 .
Total US $ (Million): 2,490 : 3,066 : 1,616 @ 1,414 : 1,690 : 1,650
Non-oil RO, (Midlion) " 1.8 7 1.27TT4 T 4T T 14 N.A.







EXECUTIVE ~ SUMMARY f

1£“Stﬁoy'Beckﬁroundf -

At present, Oll 1ncome accounts for. Lhe magovltv of Omani natlonal
budget revenue However 1n light of the fact that the oil reserves in
the country are llmlted the government has set upon -a course of
'stablllzlng the economy through diversification of national income
-:soorces, This is-to’ be achleved by promoting industries other than

: 'petroleum.

7 Dlverslflcatlon of 1ndustry is expected to be a mainstay of the

fourth 5 year.” plan Lo commence in 1991. ~ As a component of its
dlverelf1cat10n plannlog; Omanuhas focused special attention.on the
.'agriculturelisector In thie regard, it requested the.Japanese govefnment
:.to prov1de aSQ1stance in preparlng a 10 vear agricultural development plan
for’ 2000 : ' '

_";The study to formolete soch a:maétef olan commenced in Qctober, 1989.
The field'sorVey_wee;completcd'in'eerlyiAugust, 1990, and the Draft Final

‘Report Wae;SUBmiﬁted in-September, 1980.

~This Final Reoort has been prepared based on the Draft Final Report.

-.'ZJ"Cﬁfreht'Statue'of Agricolture'

'fPfiorﬁto{1970g aéficoltuce”wesoa principai sector of the Omani
ecohchQ;UHomeVefQQWith'aggressiVe'development of the petroleum industry
subeedoent' to.‘1970 the reletive share of the GDP contributed by the
—“agrlculture sector - has decllned In 1988, the agriculture and fishery
='scctors accounted for just . 3% of the- total .GDP, despite thc fact that the
'farm household populat1on accounts for over half the nation’s total

'~.populat10n.

Hencc, the return of benefits of oil. income to farmers through

]government asslsted promotlon of agrlculture has-a large potential effect

5—1



on raising overalliliving standépds,throughoutithe country.

Croppcd area has expanded yearly (average yearly expan81on rate for' _
1984 1988 was 4. 6%) As of - 1988 54 600 ha were under cultlvatlon._:The':
prlnolpal crop- 1s dates, accountlng for 44% of the total croppcd area
Other major- crops are pasturage, vegetables and fPUltS - Of the staples,'

'r1co is not oultlvated at” all and wheat to only 8 small extent

Although some frult and vegetables (lJmes, dates,5watermelons,
tomatoes, . ete. ) are exported, over half of the food- consumed in the.

country is 1mported

57% of the: cropped area is located in Bat1nah armajorfgrOWlng_area'
for vegetables,‘fru1t and. varlous fleld crops.‘ Cropped*area-in'the
Southern Reglon 1s onlv 3% of the total, and produccs coconut, papaya and -

__other fru1t eu1table to'a monsoon cllmate

ln'the North, the croppiné séaéon ls"mainly from Septemher'to March,
due to hot and arid. cond1t1ons in the- summer In contrast, cult1vatlon 1n

the milder Southern Reg1on is poss1ble throughout the year

leeetock products constltute a magor stdple of the Oman1 dlet
However, product1v1ty is low due. to 1nadequate fced sources, lack of
development of effect1ye,new_breeds,:1nadequate marketlng,and d1str1butlon-

facilities and organizations.

In gencral, overall product1v1ty of Omanl agrloulture 1s low compared”

to other Guif countrles It is thereforc antlc1pated that establlshment;

of agrlcultural productlon 1nfraetructures, and extens1on ‘of approprlate:"

farm technology to farmers w1ll greatly 1ncrease agrlculturali

productivity.
Farm management “‘can be broadly d1V1ded 1nto three types.; (i)'large?:d-
scale commerclal farms, (11) med1um—scale farmo (now farms), whlch focus.

on production . of vegetables, fruit and feed crops,'and (111) small scale:-

farms engaged malnly in trad1t10nal date farmlng
_The-large~ecale_commercl31=farme.engagegrn;highlyiproductive'farmingi._-

s—2 o



through 1nvestment 1n agrleultural production 1nfraetruotures (irrigation
-fa0111t1es, ete. ) and the introduction of modern farmlng technology. On
,the other hand, product1v1ty of farmlng at. the medium- and small~ ~scale
'farm level is low due to’ 1nadequate investment in- agrloultural production
1nfrastructures and low levels of technlcal ‘knowledge among. farmers. These
farms are also charaeterlzed by farm management comblnlng both cropplng

and anlmal husbandry.

_ Ekpansioo of cropped.area thrbugh increased uee of pumps in teoent
years has resulted in over- draftlng of groundwater and subsequent- salt—
'Waterjlotruston in the Batlnah coast and. a portlon of the Salalah plain.
To addfose thie,.the Mlnlstry of Agrleulture and Fisheries(MAF) has
:embarked on- a program of reoharge dam constructlon to replenish”aquifers.
ThlS plannlng by MAF for" eff101ent water use will be the determlnlng
factor 1n waterwresources pollcles for Oman, as over 90% of the country .5

’ water 1s“used for agrlcultural purposes.

Distribotion of fafm'produets.has eipeﬁded with development of the
g country s road network since 1970 as well as with general 1ncreased
; econom1c act1v1ty in the oountry- and greater consumption accompanylng
populatlon growth What tradltionally was direct-dealing between farmers
rand’ retallers has evolved to a stage in recent years where wholesalers are
now.actlve in moving products from the source of productlon to retail

. outlets.

_ _ In 1981, the Publio',AUthofity' for Marketing Agricoltural Produce
| '(PAMAP) Wde' establiehed to ensure' a _otable. supply to markets of farm
'produots at approprlate prlces, and to promote agfioultural production.

At present, prlvate traders are estimated to move most of the farm

~products marketed.

One problem in. the d15tr1but1on structure in Oman is that a fair
”tprlelng system is not ‘in operatton It is necessary to create wholeeale
:_markets where phy31cal distribution and pricing are carried out in an

-_iequltable manner under establlshed rules.

) .Aieo, fafmersjare uneble.to perform production, shipping and quality

control in a manner responsive to market trends as there are no farmer

§—3



organizations to enable such planned management of farm products.

Proceqslng facllltles for: farm products 1nclude plants for process1ng

dates, . llmes and bananas, nd plckllng plante for vegetables

Human rosources development in- tho agrlcultuval sector must focus on

_Omanlzat1on, as ‘a large portlon of not onlv pesoapch and exten31on

personnel but also farm laborers are forelgnere.

3. :Aﬁricoltural'ﬁévelOpmeothafEetsf.

© The. following eeveo“Egriedlﬁﬁrel*develophenf'tafgets;were5estéb1lshedj:_
hased on socio- economlo trends- 1dent1fled in Oman and a forocast of'j
'rea11stic agrlcultural development potent1al '

(1} Increase in-Food Self—Suffioiencyi

The caloric supply per caplta per day ln Oman 1s est1mated at 2 800
-kcal . . . R . S

The Omanl diet ‘is characterlzed by a veryfwell balahced-PFC5(pfotéin;-

'fat, carbohydrate) ‘ratio.

Considering  the natural oonditions in Oman, it is hot'realistio to

.expect full atta1nment of ‘self- suff101ency over the ent1re agrlcultural

pPOdUCthH speetrum.

In formulatlng long term supplv and demand forecasts for farm'
products, the team made select1ve future productlon est1mates on a erop—'
wise basis takjng into CODSldEPatIOH a comprehen81ve range of factorsl
1nclud1ng the- present Omanl diet) natural cond1t1ons, market trends andj'

crop- wise development potential.

As a result the goal for self—sufflolency 1s set at & rate of 55% byrrl
2000, from the level of 44% achleved in 1988 ' o

(2) Promotion'of Agricultural Produotlvity"3 S

R



The popolation'in'the'oouotrf in 2000 is ostimated at 2,2 million.
Thls corresponds to a 46% 1ncrease agalnst l 5 milllon in 1989 at an

~1ncrease rate of 3 5% per annum

rUnfortunately, thefarid ¢limate of tho'countr restricts toe
ava11ab111ty of’ water resources, precludlng the potentlal for substantial
ﬂhorlzontal expan31on ot.cropped_aree. Consequently, focus must be placed
':on;vertical expension,_io_other words, increase of agricultural

' prodoctiVityf s
(3) Derelopment and Effioieht Uee Qf.WatEP_Resourées

In arld areas llke Oman, where ralnfall is insufficient, the
”'avallable volume of water 1s the domlnant limiting factor in agricultural

produotlon, ‘ag well as in the dally llves of the people

o Water resources ex1st for the beneflt of all of the populat1on Over
.e90% of" groundwater 1e used for . agrlcultural purposes, so infrastructures
'to 1nclude 1rr1gat10n faCIlltleS for efflo1ent water appllcatlon and
recharge dams to replenlsh aqu1fers will be established to develop, manage

:and coneerve water resources on a, natlonal scale,
(4) Tmprovement of the Agricultural Structure

Agrlcultural management in Oman can be roughly classified into the
follow1ng ‘three’ types (i) 1arge scale commercial management, (i1)
medlum soale management on new farms, ete. B where malnly vegetables are
cultlvated on cropped areas of. about 10 feddan (4 ha); and (iii) small-

oscalo tradltlonal management where mainly dates are cultivated.

Under the Master Plan, flrst prlorlty is given to improved manegement

_of medlum— and : small scale farme

However,-large scale commer01al management should alse be promoted
;through pr1vate cathal in areas where natural, social and economic

=,cond1t10ns are su1table



Increased efflclenoy of agrleultural 1nvestment 1n the future Cwill
'also be pursued by establlshlng essentlal infrastructures such™ as-
'1rrigat10n.fa0111t1es, ete., for wh1oh 1nVestment to date has been -

inadequate,
(5)'S£imula£ion of=RufaI:Socio%economy'ﬁhroughePpoﬁotion;offAgrieulture“

Rural areas play a v1tal role 1n economlc produetlon, Omanl culture,:'
and relaxatlon and recreatlon However, the rapld economlc growth of Oman'
‘has 1nereased urban rural economlc dlsparlty and st1mu1ated mldratlon of'

the younger generatlon to urban areas. e

_ In order to achleve well balanced development of the entire eountry,orf

it 1s essentlal to 1nv1gorate the rural soc1o economy through overall
- promot1on of ag1lcu1ture,_1nclud1n¢ the nurturlng of agrlculture relatedQ
.1ndustr1es and creatlon of employment ooportunltles outs1de the strlctly

‘farmlng sector
(8) Human Resoufees_DeveIOpmentf5
The level of teehnlcal sklll among farmers w1ll also be 8 determlnlng -

factor 1n any attempt to 1mprove agrlcultural produet1v1ty

Human resouxces development to traln and expand the numbers of 0man1
exten51on and research staff is. neeessary to brlng new ‘and” praetlcal far :

technologles,to the farmer. Thls w111 be’ of the hlghest prlorlty

Also, a v1gorous program of Omanlzatlon should be pursued to fill the;
new JObS to be created w1th Omanl personnel to the absolute extent

possible.
() Achievément of a 6.3% Annual Average Growth Rate in"the GDP < ~- '
An ehnuel'aVefage gr0wth”rete of the GDP for'the'aésieulfofelfseetof"

_ of 6.3% is. to be attalned through the 1ntegrated 1mp1ementat10n of theﬁ-

above obJectlves.



4;-;Akriéuitﬁral_Developmeht Strategy -

'-'4.1,_Prin¢iplé of Development: Strategy

(1) Méihtéin cbnsistency_ with the current, on-going third H-year

‘plan.
*f(z)j_Generate maximum‘effect with minimum investment.

-(3);=Use  to the fullest extent .possible the presently available

resources.
"(4) Respect Omani.society; culture, customs and lifestyle.
(5) Focus on farmer sel£4réliance.

4.2 DBasic Framework of Development Strategy

(1) 'Produqtion'POLicy

S leen the severe: eonstralnts on' water resources horizontal expansion
sof cropped area alone w111 not be suff101ent to 1mprove the self-
'sufflclency ratc of food" productlon w1th population increasing at an

- annual rate of 3.5%..

Accordingly, priority_is 1&) bé'given to increased productivity of
EXiStiné.crdpped land. ':This is. to be achieved through integrated
' 1mplementat10n of (1) eiﬁension-of researched.and tested, appropriate
forms of technologles, (ii) farmef training,_and (iii) introducﬁion of

7agr1cultural_mach1nery suited to farm'scalé.

Selectlve expan510n of farm productlon is to be done in consideration

“.of. long term supply/demand forecasts for individual farm products
S (2)y Stfﬁctgfgl Policy.

Agrlcultural development plannlng in Oman must address the problem of

' the small scale farmer who cultlvates less than 1 ha, principally with



dates _ Suoh‘farmere are estinetodxtovacoount:for 60 70% of all farm .

| households, and to farm 15% of the oroppod area in the country

Impr ved agrlcultural produot1v1ty wlll stlll not enable these_
-.farmers to earn. a- llvellhood by agrloulture &lone Under the Master Plan,3

trad1t1onal oomblned farm management where both agrloulture and anlmal;'

husbandry are pursued is to be 1mproved and promoted Efforts w1ll alsof_;:

be made to: 1ncrease farm soale, as well as estab11sh farm produot—d”

proce331ng 1ndustr1es to. create- off far emplovment opportun1t1es in rural

areas

The backward stato of the agrlcultural productlon 1nfrastructure 1s a'

serlous obstacle to 1mproved agrloultUral product1V1ty. :To address thls,.r

constructlon of 1rr1gat1on and recharge dam fa0111t1es wlll be emphaslzed -

- (3} Price-Policj_

Prlce p011oy'shou1d cover onlv the temporary deol1nat1on of fermeri

income oocur11ng as a result of excese productlon

11988 data fori"

: .1mport/export and domestlc prlces for agrlcultural produots;_suggest that:d:fg;;_

" a price- support pol1ey 15 not needed for most crops However, s1nce theseif;

data are not oonclus1ve, supplementary stud1es should be carrled out.- lnf

asse531ng the mer1ts of a pr101ng pollcy,'close attentlon should also be; E

paid Lo the degree of success aohleved under the d13tr1but10n pollcy;'
wh1eh attempts to prov1de a. meohanlsm for marketlng agrloultural products'

at fair prlces under market pr1n01ples.
(4) Distribution:Policy':'
Dlstr1but10n pOllCV w1ll promote the complementary relatlonshlp 7'

between PAMAP and ‘the- commerolal traders, and work Lo’ gUarantee benef1tsfl

for both- producers and consumere.-'ﬂe'-" de

Towards thlS end wholeeale markets w1ll be estab11ehed to determlne_'i,,':

fair prlces for farm products based on: supply and demand

I 'addition, the collectlon and d15tr1but1on system (partlcularly;-:f'”

“from the farm gate) is to.- be 1mproved for smoother dellvery to wholesalefi:a,’;i

-3




iarkets, . .

Also, dlstrlbutlon management technlques of PAMAP are to be 1mproved

‘._to mlnlmlze losses occurrlng in the dlstrlbutlon process

'~e(h)ﬁisuhsidyjPelieyiio;éﬁ,

Farm 1nputs (fertlllzel,”seed, 1nsect101de, agrlcultural machlnery,:
‘:etc ) are sub51dlzed under present pollcy in order .to lower production
fhcosts Slnce 1n Oman the pxoducer s price tends to be determlned by the -

"-wholesaler the eubs1dy system should be’ contlnued to ensure farmer

':proflt

o Nevertheless the focus of sub51dlzatlon should be shifted from seed
'”fertlllzer3 agrlcultural ohemlcals, etc to farm machlnery-and production

' 3f1nfrastructure constructlon such as 1rr1gat10n faellltlos

_ On the other hand 1n order to strengthen the producer s . 9051t10n, it
',1s recommended that farmer assoclatlons capable of 1ntluene1ng producer

.'-prlclng and wholesale markets be establlshed

4.3 -'_Séétér_—wiee Development Strategy
(1) Irrigetion and'Dam'Faeilitiesu

'“It'is'estimeted that"cver 90% of the water used in Oman is consumed

--._;for agrlcultural purposes. : Consequeutly, the efficient development and

“use of 1rr1gat10n water .are essentlal

In thls sector" emphesis is. to be *plaeed on the construction of
1rr1gatlon, recharge dam and underground dam facilities to conserve

fgroundwater resources, as Well as. on a program to monitor reserves.

Rehabllltatlon of tradltlonal aflaJ— and well 1rr1gatlon fa0111t1es,

and 5011 eroslon preventlon w1ll also be carrled out .

'-f“(Z)':AgricuIture'-f




Major’ orops covered by the avrlculture development plan are: to bo

'seleeted, and targct y1elds for each determlned,_ Research facllitlee arel3;z'l

" to be. establlehed and research staff tralned and 1ncreasid to address the"

technlcal ploblems 1o be overcome in achlev1ng target ylelde.
Emphasls w1ll also be placed on extenslon act1v1t1es to transfer”'
.developed technologles to the farmer”' A model for farm management

1mprovement is propoeed as an’ 1ndex for extens1on act1V1t1es

(3) Livestock

leestock products are a tFadlthﬂ&l part of'the'Omaﬁi diet;'aﬂd

fconstltute an’ 1mportant part of agrlcultural productlon Also ae presentf.”'

"product1v1ty is low, there is: nmch potentlal for 1mprovement

The 1mproved farm management program comblnlng both agr1culture and'l

" animal husbandry 1s d1rected at the med1Umﬁ and emall Scale farmers

vy broad program has been formulated to ralse the selfmsufflclency

" rate ef llVEStOCk products The program ccmprlses a farm management—_

_1mprovement plan 1nclud1ng regenerat1on of rangeland for herdere An the,

southern mountalns,'and ‘some peratlzatlon of government functlons

(4) Distribution ananarm-Product”PmOCesSiﬁg%--"

In 1ight of the forecast 1ncrease 1n the amount of falm products 1nl_f'

the dlStPlbUthﬂ System, the establlshment of wholeeale markete s

proposed for the exchange of goods at fa1r prlcee based on supply and

'demand Collectlng and shlpplng ent1t1es w1ll aleo be created at the_[.

farm-gate’ level to. ensure a stable supply cf farm produots. '

In’ order to prcmote agrlculture related 1ndustr1es,_ tHe"follomiﬁg
fae111t1es are. proPOSed for construct1on pendlng the outcome of a .

feas1b111ty etudy
(a) Comb1ned prcce531ng plant for dates, llmCS and tomatoes
(b) Date by product plaut R ' BRI

'_(c) Vegetab1e~ and. frult plckllng plant




(d) Drled date plant

(e) Coconut proce831ng plant
(5). SﬁbsidyeSystem'

_ Under the Master Plan, pPlOPlty for subsldlzatlon is. to he g1xen to
'the upﬂradlng of 8001a1 capltal _Sub51d1es for agr;cultural inputs ‘to.
medlumf.and_small.scale_farmers w1ll be cdntiﬁued; however, future focus
Of‘shbeidy-outfej ﬁill belshifted'te”the conetruction of productioh.
1nfrastructures such as 1rr1gat10n faellltles in order to promote greater

-farmer Self rellance

Sub31dy p011c1es for seed ehd secdlings should be formulated in such
a way as to promete productlon based on supply and demand forecasts for

farm product 1tems

5. t10erar:Agfieu1turai Development Plan

'-75.1'_General"Deecriptioq

Q-The jICAfteaﬁ.fbrmqlated 3 alterﬁetives for - the agricultural
development plan. These are (i) the full Master Plan, (ii) Alternative 1,

and (1i1) Alternative 2:

The full plan comprises the prlorlty projects selected to achieve the
'above descrlbed . agrlcultural development objectives in line with the

develqpment strategy.

_ In selectlng prlorlty proaects, the team based its criteria not only
Cony development potentlal ellclted through its own field survey, but also
ton the flndlngs of’ Varlous proJect studles 1mp]emented to date by the
: Oman1 government and on 1nformat10n obtalned in dlscu551ons with concerned

'iagovernment offlclals of the Sultanate, 1nclud1ng H.E. the Mlnlster of

--Agrlculture and Flsherles

- ?Q The requ1red publlc budget for agrleultural development under the

"fuil:plan is R.O. 589 mllllon, of whlch outlay from the budget of MAF is



R.0. 557 million and that from PAMAP is R.0. 31 miliion-(rableji).::;“'

Thls budget is characterlzed by a relatlvely heavy outlav for the

1rr1gat1on -and dam sector, due to the gencral backward state Of the¢l;-

agrlcultural productlon 1nfrastrueture. ~This outlav is 61% of the total

Budget outlay for exten51on,. research and general farm related'
act1v1t1es, whlch contr1bute greatly to the vertlcal development of

agrlcultural_product1v;ty is 11%

13% is to be allocated to the livestock sector, for which development =

potentiairis high.

Rema1n1ng outlay for the d1str1but10n sector, agrlcultural produce—:n
3processlng sectur and. 1nter sectoral proaects are a% 2% and %

respectively.

A sectoral and reglonal breakdown of- the budget outlav is: shown 1n_

Flgure 1

Alternatlve 1 proposes a budget outlay necessary strlctly 1n terms off
macro aconomics. The 1nvestment frame is’ R O 1350 mllllOﬂ (computed on’
“the basis of ICOR), Prlorlty proaects ‘dre selected from w1th1n the full'

plan.

_ The budget for Alternatlve 1 is R, O 404 mllllon of whlch R O 373
-nul}lon is outlay by MAF and R O -31 mllllon by PAMAP. However thls-
_ budget refquires large- scalercutsr1n-in§estment in agciculturalaproductlon_'

infrastructure and,variousturgent projeets-included in the futl_plan.g

This budget’ total inciudes'investmenﬁ diréetly affecting ‘the .

agllcultural GDP referred to ln thls report as“ agficultafal'iﬁvéstﬁéntw

as’ well as 1nd1rect 1nvestment" 1n such related sectors as serv1ce (PAMAP,r

'pPOJectS) and- 1ndustry (agzlcultural produce process1ng-pr03ects) f These”;"h

ClaSSlflcatlonS of 1nvestment have been made solely for the conven1ence offs"

' economic calculatlon and analysls In actuallty' the MAF budget embracesj

hoth  types of 1nvestment and ig therefore dlfferent by deflnltlon from_ f;

'strlct]y agrlcultural 1nvestment

_sL{iz



- Aiterhative.é expands upoh Alfevﬁative l'bv:adding Tunding to those
j projects where 1nvestment is con51dered lacklng, particularly in the

] 1rr1gat10n and dam sector, and the llvestock sector Total budget is R.O.

. 480 million, of which R.0. 448 million is outlay by MAF and R.0. 31

: mllllon lS to cofie : from PAMAP Budget shares for the 1rr1gat10n and dam,
_ 'agr1cu1ture, and llVestock sectors are h4%, 13% and - 16%, respectlvely‘
. (Tabie-l Flgure 2) ' '

4In=ofdef't0'stbehgthen'inveetment efficiehcy in agriculture in- the
,future, upgradlng of farmel technology coupled with establishment of
modern agrlcultural productlon 1nfrastructures will be necessary. For

_thls reason, the JICA team 1ecommends the 1mp1ementat10n of Alternatlve 2.

5.2 . Human Resources Development

In order Lo dchleve goals under- the .10-vear plan, human resources
'must be deployed in a varlety of sectors lncludlng agriculture, livestock,

1rr1gat10n and dams, etc

7 Increased agrlcultural productlon w111 create demands for farm labor
“in 2000 estlmated by the JICA team at 161 090 workers Of this, 145, 144

are expected to - ‘be Omanl As a result, it can be seen that the labor

-_market 1n agrleulture w111 read113 be able to absorb in 2000 the estimated

' ~agr;cu1tural;labor populatlon at the time of 138,455,

Total lncrease in MAP related professlonal jobs will be 1,487

(excludlng dlstrlbutlon and agro- 1ndustry)

_6; Eirsﬁ 5—Year_Agrieu1tufal Development_Plan
7 The flrst 5 Year agrleu]tural deVelopment plan comprlses the projects
fto be 1mplemented in- the first. 5 year perlod of the Master Plan,

Alternat;ve;Z-as reqqmmended by the JICA team.

Essential  targets, priorities and sector emphasis are the same as

8—-13



under the 10-Year Masﬁer'Plso.f ':

The requ1red budget for agrlcultural development over?the flrst g
years is R.O. 278 million. Sectoral outlavs (Table 2) are 49% for;
irr1gatlon and dams, ‘13%. for'agrleulture, 17% for llvestock 6% forﬁ

lestnlbutIOﬂy 4% for agrlcultural produce proeess1ng, and 12% for lnter—

. sectoral pPOJeCtS.‘ Sectoral and- reg1onal outlays are 1ndlcated in Flgure

3.

7. Recommendations

(1) 'HumanfreSOurees-derelopmenﬂ '

Humaﬁrfésoufeés*dé§éib§heﬁt;:i e-'eaﬂesfioh, t}aiﬁiﬁé*aﬁa7tééhn516g&
transfcrs to- Omanl nersonnel is perhaps the 51ngle most 1mportant faetor_
that w111 determlne the degree of success of the agrlcultural development'4
plan. Programs to develop “human resources have been fornulated under the"

Master Plan, and 1t is recommended Lhat these be v1gorously pursued

(2) s‘tfeh'gthen'in'g:-bf“'MAF":‘ g

In conJunctlon w1th humén resources development, 1t"iS'neeessary:to: -

strengnhen the organlzatlon and aet1v1t1es of MAF This 'iocludes ‘the

reglonal structure of the agency whlch w111 deploy the extens1onf

personnel.  The unlts to be establlshed under the Master Plan - w1ll play a:1-7

partioularly 1mportant role in promotlng eruclal proJeets such as new .

1rr1gat10n schemes, etc.
(3) Farm organizations.

Farm organlzailons w1ll be essentlal to effectlve 1mplementat10n of.r

-the agrlcultural deVelopment plan. _ Autonomous farm level organlzatlons
w1ll be . expected o’ eontrlbute 1n the areas of eollectlng and shlpplng cof
farm produoe,_ 1mplementatlon and, operatlon of 1rr1gat10n proJects and'; '

creating ‘an env1ronment for effectlve exten510n aet1v1t1es.5'3

(4) Integreted:strehgtheoiogqu'both.aériequﬁyai1oredﬂ§£iohlaod tﬁé'buéal

s o



living environment - .

:, In'pPincipIé, the- Master - Plan is pr1mar1ly an agenda to stlmulate
agficultural produetlon. ' However to promote permanent settlement in
 fuPa11aPeas,71mpr0ved farmer 1ncome and the enhancement of health and
disegée-control nutrltlonal and educatlonal aspects - of the rural 11v1n6

environment must be addressed,

1n this regafd, éppf6pfiate intégrated rural development prbjects-to
integrate essential social infrastructure with the agricultural production

infrastructures would be considered necessary in the future.

"Atrpfeéent, ﬁoﬁen in ruhal_areasfplay an important part in
agrlcultural productlon._ '1n the"future,' it' is anticipated that their.
'tpart1c1pat10n in the ‘areas of health, nutIlthﬂ and other aspects of
improved day to d&y llVlng w1ll increase as well. Partlclpatlon by women

1n;these vital actlvltles should be vigorously promoted.

~(5) Natural enVironment

_ Wlth the populatlon 1ncrease,.threats to the natural environment have
'1nten81fled Future development proJects must give the most serious

attent1on to_thelr-env1ronmental 1mpact.

-In_ﬁapticular,:it is eéSential that measures be considered to prevent

- grduhdwatér contamihation.' This would include, among others, the study of

',_tox101ty and residual behavior of ‘agro- chemlcals, the formulation of

B standards:for_agro ~chemical: application, and the prohibition of sp901flc

substances.
_(6)"Cdbrdinated_effort among agéncies

ZfThe;MaSter Plan includés'programé which would be difficult for MAF to
imﬁlemeht;éléﬁe, In such'cases,.COQrdinated efforts in planning and
:impléméntationrmdSt'be maihtained with all concerned agencies to
. éffécti#ely carry out_the'development'plan.

In=éxséutingrprdgraﬁs,1£hofough'dialogue aﬁd_liaisons between MAF,
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PAMAP (distribution), -_MWR(water_res_ource's),__MRM('smug_h_t_e‘fhouséS),- MH(land .

di'stribution)' and MCI, for e_xampl‘e will be 'extri_a_m'el_y' 'impo_rtant. '




“Table 1 Comparatlve Descrlptlon of 10-Year Plan
- Full Alternatlve 1 and Alternatlve 2

ALTERVATIVE

SECTOR- -~ . - PRUJECT o ijuAHE OF PRDJECTIPROGHAH R FULL 5} L 1. .
L R 'NUHBER e . i : : ) : 1000R0) {1000K0) {1600R0)
Irrigation and Dam " =~ AT Sublulal S 357,397 1 186,107 1250,022
o C Bwr1.~~ Improvement ef irrlgatlon Systen and Ceutrallv- - | 60,590 | 26,370 | 42,080
~orlisot I controlled ater-DistelbUtion” Systen : _ L

1R¥-2 . {Subsidy for New Irrigation System PrOJecL e 37,500 | 31,250 | 37,500

N3 ° -fLegal-Eramguork for Agr;cultural Water Use T : 250 250 |- 250

H¥-4: - Récharge Pamg: 86,633 |- 79,240 | 81,645

5,000 5,000 5,000

WWZ5 7 [ Sub-surfac "(Undérgro‘nd) Dams o

C|NK=6 o[ Af)E 113,420 | 22,520 | 59,020
|HN-T. fWells 30,240 1 75,100 | 18,000
W¥-8.. | Springs- 591417 4,087 1 4,087

~i| Erosion-ContTol-and Prolectxon o[ Agrlcultural Land 11,510 | 6,510 [ 6,510

R Ear _
L gainst Fleods~ il

8,540 {5,780 | 5,820

"ﬁﬁ—;ﬁ‘f Survey and Hunxtorlng S

Agricultural Cgebiatal o 18,200 | 18,200 |. 18,200

Research- . -~ - |NAR-1 - Support.[ornég icuttural Resedrch Statxons : 5,300, 1.-5,300 | 5,300
' ) : NAR-2 -.| Esteblishrént of" Hew Research ants and - 5,600 p 5,600 5,800
A sv| Laboratgries : R IR B
NAR-3- | Development and Establlshment of Fxperlmental Farms 2,000 | 2,000 2,000
: 7. | dndi Nirséries B . - L s -
| XAR-4" | Forestry- Inprovement Program : . 2,000 ] 2,000 2,000
NAR-5" |Establishment. of Locust Survey and Central Unlt . 2,000 2,000 2,000
: | HAR-6 5011 Surveys i . : ' 1,300} 1.300 | §,300
‘[Agricultural : N - L Subtutal : 24,860 23,050 | 23,050
Extension - [ HAE-1 - 1mprovement and Development of Exten51on Centers and 4,470 | 3.520 3,520
: ' <] - tFacilities .
NAE-2 ‘| Establishaent’ of Developnenl Support Communicatlon : 1,190 1.19¢ 1,190
- Benter{DSCC). T
NAE-3- [Training of Researchers, Exten51on Staff and Statistics 2,520 2,520 2,520
: : Staff o
R HAE-4 ~ Intensxve Extenalon Gu1dance Program : : 15,820 | 15,820 | 15,820
Agricultural - T . L Subtotal R <1 25,060 { 21,860 21,860 |
Production S |HAA-] Coliectxon and Organization of’ Agr1cu!tural Statlstlcs 2,560 1 2,060 | 2 060
: HAA-2 |Agricultural Exhibitions and Festivals =~ -~ 1,400 1 1,400 1,400
I HAA-3: |Nationd) Project for Plant Protection and éerzal Sprayisgl 19,000 7,500 7,000
. 1HAA-4 . |Aericultural:Technology Transfer:to Farmers Project 10,000 | 15,000 | 10,000
HAQ-1 Developnent and Ilpr&V&lent of Plant Quarantlne 1,100 | 400 900
“iLivestock : C fﬁ~':: Suhtotal L 79,320 | 72,520 | 74,576
L HEE- Rangeland Revegetatlun PrOJect in Southern Region 3,552 3:552 3,532
BLL-2 - {Anima! Realth~and.Disease:Conirol-Project 31,423 | 29,367 | 31,423
NLE-1 |Livestock Extension Developmeni Preject .~ 632 832 632
ANLR-1 [Livestock Research Development Project. . ~— ° 6,550 6,050 6,050
NLH-1 -} Livestock-Harketing Improvement: PrOJect; - 7,604 7,604 7,604
HLi-3 ~|Livestock Input ‘Compdny Project:- . 1,359 1,359 1,359
NLL—4. |Small” Farm .Déveloprent- Support PrOJect . 25,899 | 21,6855 { 21,655
SLL-5 leestnck Spec:ai;zed Serv1ces Program : 2,301 2,301 2,301
‘| Distribution Rt i i Subtotal S 30,067 ] 30,067 | 30,067
ST Hn-1 Establ1shment of Hholesale Hacket .. . : ‘18,326 | 18,326 | 18,326
D=2 -1 8upply and Demand. Forecast of Agricuitura] Produce 444 444 444
D=3 {Establishment of+Shipping Organization for Farmers 1,220 1,220 | . 1,220
HD-4 - . Fort111cat10n of PAHAP 10,0677 1 10,077 | 10,077
: Agrlcultural FProduce L : Lo Suhtotal : ‘ £0,918 | 16,918 1 10,918
PrOCesslng R 2N Estabixshment of Private Company for Agro Industry and 5,100 5,100 5,100
T o supply of cdgricultural Inputs and Services
|&p<2.{Establishment-of Agro-Industrial Cnmplex for Processing 1,410 1,410 1,410
. " {of.Dates, Limes and:Tomatoes
NP-3 : | Establishmént of Picklirg and Vinegar- Processxng Plant 1,782 1,782 1,782
Hp-4' - Establlshment of Cocnnut Frocessxng Plant 2,626 2,626 2,626
Inter-Sectopal ~ . @ = Yo Sublotal R 43,644 § 41,144 | 41,144
e S| Hi-1 "Integrated Agrlcultural Developmenl PPDJeCl in fejd 16,553 1 16,553 | 18,553
AHE-2 Inprovesent and: Hainténance of HAF- F301lltles 20,991 1 20,99t | 20,991
Hi-3  |Artificial Rainfall Project °- 2.500 0 -0
] : 0i~1 {Citizen"s Compensation against Watural crls;s 3.000-1 3,000 3,000
T 1 ] &Y 2 Haster Plan for Development of Date Palm Cultlvatlon 400 B0 600
- Total R PR, R .588,606 | 103,866 [ 479,737
LT P i I p ) HAF Budget o 557,333 §372,593 | 448,484
PAMAP Budget 31,273 1 31,273 31,2713

“.Agricultural Invesiment 535,524 [350,784 {426,655

§=17
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Table 2 Budget. Total'f 5-Year P;on

TT0TAL

SECTOR PROJECT 'NAHE_DF-PROJBCT[PRD A " BUDGET.:
- NUMBER R c S . (IDODRO)
Irrigation and Dap Y- Improvement of Irrigatlon Svstem and Eentrally*' .191300'
o Controiledrhater Distrlbutlon System s
HH-2 - - ] Subsidy f v Mew Irrigation Systen’ Proaect = 16,2604 -
NH=3 - L ramenork for Agrlcnltural Hater Use IRt i S
[ H¥-4 - LRecharge-Dams:’ i . ;48029
k-5 Siib=8turfacé (Underground) Dams 2,560
-6 |Aflaj: T 29 B0
SETE Hells : 9,800
 [¥¥-8~ " |'Springs .. IR T e 1,960"
WH - Erosipn Control™ ectionof Agricultural -Land - 3,870
. |against. Floods: S L RERRRUIARRLT B
iR 10' Survey-and:Homitorin L4, 8640
R - A R 9,625
Agricultural _ NAR—i&”:SuPpor 2 f: Agrlcultura “Research: Stations. Lo 2710
Research RAR-2 :| Establishment: arch Units and. © 3,08
' o | Laborateries TR SR
{NAR-3 |'Development - 1,040
v {dnd Nurserde SR D SRR B
NAR-4 . [-Forestry- Improvement Program S i : ' 1,000
~J¥AR-5 | Establishment of Locust Snrvey and Central Unlt S -1,000:] -~
WAR=6 - 8011 Surveys 'en“- ' . _ o im 00 )
T B e R s T R 14128 |0
Agricultural” YAE—I-.flmprovement and Development of Extensxon Centers and 3,520 1
Extension . |'Facilities™ .7 SRR
‘VAE 2 |Establishnent o Development Support Communlcatlon 1 190
- Center(DSCC) : : -
hAE i '; 1, 503,_
NAE-43? - 7 910"=
_ S IR ~12:960°)
Agricultural [NAR=E AT L3800
Production HAA-2 w000
: NAA-3 Natlonalé ronectﬁfor Plant Protect1on and Aerlal Sprayvngﬂfr 5,000 .
. NAA-4 Agricultural=Téchnology. Trans:er to Farmers PrOJect ) 5,000
© THAQ-i [ Dovelopnent and Impri TR
A : ER R 'f74? 546
Livestock RLL-1 22,852
NLL-2. : 16,125
NEE-1 -1 48244
NLR-1 BREE B H1 0
NL#-1 - =2 1o BT
NLL-9 [Livestock lnpnt” any. Proaect S15,3890
§LL~-4 {$Small’ Farm‘Development Support Pro;ect 155285 |-
A NLL-9 ) i§pecid R 0 .3
- — s "15,307 |
Distribution ND-1. - . R 3,656
. ND-2 Supply Aand - Demand: Forecast. of Agrvcuitural Produeei ] Aad)
¥p-3 - {Establishment of: Shlpplng Grganlaatxon for Farners.~' ol aen )
Kp-4 .Fortlflcatlon of PAHAP : . B 10,077
_ i E - 10,474
Agricultural Produce [NP-1-. 5,100+
Processing ' 3 SRR
: Hp-2 Establvshment of: Agro—”ndustrlal Compiex for Processxng7 1,134
1of .Bates, Limes and -Tomalees - : N ISR S
NP-3. | Estabkishment:of Pickling. and.: Vinegar Pro e551ng Piant'“' B T L X
Hp-4. - 'Establlshment of Coconut ProoeSSJng Plnnt" 2,626
o E ERETR N ; S L 320385. 1
tlinter-Sectoral - -1 Integrated Agr1cultural Development Progect AR HeJd 13,242
: : 141-2" . [lmprovement-and: Malntenanee of HAF Facilltxes - 16 991*
HI-3 Artificial Rainfall Project : 0
0I-1 . fCitizen’' s Gompensation against- Hatural Cr151s z - 1 SDD
01-2 Haster Plan for Development of Dale Palm Cuitivation 600 -
:Total

,f; 277,976 |
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CHAPTER 1 INTRODUCTION

1.1 B@qutgugd__ of the Study

After his Majesty Sultan Qaboos ascended the throne in 1970, the
economy of  Oman made rapid progress as the government developed the
domestic economy with the support of external income generated by crude

0il exports.

In particular, the social infrastructure (freeways, schools,
hospitals, etc.) in the capital district centered around Muscal has been

well established.

"However, the sudden fall of international oil prices in 1986 greatly
affected the economy, as the revenue of the country depended mostly upon

oil export income. As a result, the economic situation has worsened.

The Fourth Five-Year Development Plan (1991-1895) is to be formulated
with an aim Lo stabilizing the country’s economy through diversification
of national income by pfomoting alternative industries, particularly in
light of the fact that the country’s o0il resources have been found to be

limited.

_ The government has realized that the agricultural sector will play a
central role in diversifying and stabilizing the nation’s economy. This
' is particularly. true given such factors as the large population employed
in the agricultural sector, increasing migration of farm labor to urban
areas, disparity in levels of development between rural and urban areas,

and growing imports of agricultural products.

To address the above issues, a comprehensive agricultural development
poliqy is essential, covering. a broad range of concerns including
effective use of limited natural rescurces .-- particularly water --
improvement. of food self-sufficiency, dévelopment of human resources,

invigoration of the regional economy, stemming of the flow of population
| from the couﬁtryside into ‘urban areas, and a sufficient level of

government - participation in the market through price adjustments and



subsidies, whereby the preoducing sector is adequately protected and at the
same time the consumer does not bear an expessive'share of the cost for

agricultural production.

Abcordingly; the Omani goﬁernment has urgently requested  the
Japanese government to extend technical cooperation in formulating such an

agricultural plan,

In. response,' the Japanese government dispatcﬁed a projéct—
identification mission in March, 1989, to confirm the ‘contents of the
study requested by the'Omani.gbvernMéni. In July, 1989, ‘the 'Japanese
government sent.a préliminary sur#ey mission:and'came to aﬁ agreement with
the Ministry of Agriéﬂlture and Eisheries'of Oman regarding the scope of
work for the preparation of a Master Plan for Agricﬂltural Development in

the Sultanate of Oman .

1.2 Objectives of the Study
The ohjectives of the preéent study are as follows:
1} to formulate a Master Plan for Agribultural Development for the
purpose of achieving harmonious socio-economic and physical’
development, taking into full account previously established

National Development Plans;

2} to formulate suitable programs and to identify opriority

projects within the context of the purposeé mentioned above.
The study area encompasses the entire Sultanate.

1.3 Implementation of the Study

An  extremely tight Study"implementation scheduleVWasr formulated in
order that study findings would be available'fOf'incorpdfatibn into the

Fourth Five-Year Developmeﬁt Plan to commence in 1991.

The study progressed - in two phases consisting of . three and -two



stapges, respectively. Study components for each phase are discussod
below. The work schedule, including timing for report submittal is

depicted in'Figure 1.1.

(1) Phase 1
a) Submission of Inception Report

b) Stage l: Analysis of the present situation.

Identified the comparative advantages of agriculture in
Oman on the one hand, and current constraints on its

development on the other.
¢) Stage 2: Identification of development pdtentials.

. Identified the most promising development sectors, and
related development sectors by evaluating their potential
for increased agricultural productivity, and their
interrelation.

T d) Submission of Progress Report I

- e) Stage 3: Establishment of developnent targets.
Formulated the prospect of long-term national food supply
and demand, set up socio-economic, practical and sectoral
development frames of reference, and formulated a long-
list of developmenti projects with rough cost eslimates.

- f) Submission of Interim Report

(2} Phase 2

"g) Stage 4: Establishment of development strategies.

Established development strategies on the basis of

developmeﬁt targets formulated in Stage 3.

h) Stage 5: Fofmulation of 10-year agricultural development plan and
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identification of priority programs and projects.

Systemétized develbpment targets, strategies, and
policies; established sectoral devélopment programs;
pfepared a short-list of high-priority projects and
procedure for'develbpmént phasing for the Fourth Five-Year
Developmént Plan; and formulated alternative budget plans

for development projecis.
i) Submission of Progress Report 11T
j}.SQbmissiéﬁ of Dvaf£ Final Report
k)- Submission of Final Report

The JICA team, consisting of 12 experts was grouped as follows to address

the multi-sectoral nature of the study.

(1)Basic planning - Agriecultural development economy
- Régional development

(Z)Water resources - Water-resources development

deéelopment and - Irrigation
irrigation' - Geology and groundwater
{3)Agriculture '~ — Farming and cultivation

- Sopil and land use
~  Supporting sysiems
(4)Livestock - Livestock development
_ -  Livestock reproduction, sanitation and management
(5)Economy and — Marketing and finance

marketing - Socio-cconomic and financial evaluation

Overall coordination of the study was performed by the Basie Planning

grbup. Staffing schedule is shown in Figure 1.2.

Field Study under Phase 1 began on October 23, 1989, and that for
Phase 2_cdncludedron 2 August 1890. As can be seen, the study actlivities

were compressed into an extremely shqrt period, requiring max imum
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efficiency in the use of Lime available.

At the Pequeét'bf the Omani govefnment,'the study team.has expanded
Progress Report I to assure a mbre_detailed nature of the Draft Final
Report. Thié request by the Omani side was based on a need that as much
of the body of study results and recommendations as possible be eollected
and made available for the plénning-of the Fourth Five-Year Development

Plan.

During Phase 1, field reconnaissance was implemented in the Interior,
Salalah plain and especially the most important agriculture zone, Batinah,
in order to best ‘understand Omani -agriculture. The team selected
representative examples of farmers in these areas and studied current
conditions of agriculture. The team also visited agricultural research
centers,  extension centers, livestock research center, marketing
facilities for agricultural products, agro-industry factories, and

organizations and agencies relating to the study,

The study team collectéd, collated and analyzed data on natural
conditions, socio4economic conditions, agricultural prqduction and agro-
related government policy, and then applied its findings Lo identify

agricultural development targets under the Master Plan.

In Phase 2, results from Phase 1 formed the basis for a development
strategy to achieve targets. Discussions were held with the Minister of
Agriculture and Fisheries (MAF) and other concerned officials in the
government on agricultural poliey and projects proposed in the Interim
Report., Views elicited in these discussions have been given the utmost
consideration in the preparation of this report. The 10-year and b-year
Agricultural Development Plans ultimately adopted will have a shaping
effect on the entire national development.policy, and the study team has
accorded the highest priority to thorough dialogue with MAF, the
Development Council and other concerned policy-making bodies throughout
the course of the study. The resultant Master Plan reflects their

aspirations to Lhe maximum extent possible.

His Majesty Sultan ~Qaboos has taken a leading role in promoting



agriculture in the Sultanate, and designated 1988-1988 as Agricultural
Years. The team most deeply welcomes this stance at ‘the forefront of the

government's effort at developﬁent in this important sector.

Farming is an inherently difficult sebtdr to develop rapidly. The
farmer must’grapﬁle'with the vicissitudés of the natural thironment, and
-in  the case of Oman these are formidable: limited water: resources and
extremely high temperatures. Given thé géneral'lack_of familiarity'on.the
part -of Omani farmers with modern agricultural practices, considerable
investment: in terms of time and funding will be necessary to achieve the
.goals whiéh _have ‘been  set. Vﬂowevér, given_-thé-_Omani experience__in
significant eéondmic'development over the past;zo vears,. it is anticipated
that application of this to the agriculture sector under the envisaged 10-
year . development program will bring about a great leap forward in Omani

agriculture.

The 10-year Agripultufal Development . Plan . basically builds on
previous agricultural policy{ -HOWEVCF, it places particular emphasis on
efficient - use of the limited Water;P630urces, and upgrading of farmer

technical levels to achieve agricultural production targets.

Ultimately, of course, the success of the Master Plan will rest on
the degree to which it can nurture Omani self-reliance in all aspects of
agriculture as an extension of the government’s high priority Omanization

policy.

The Final Report is composed of b volumes as follows;

volume 1. Main Report
volume 2. Present Situation

volume 3. Ten-year Master Plan for Agrieultural Development
valume 4. First Five-year Agricultural'Development'Plan
volume 5. Appendix

volume 5 Appendix contains the GDP forecast, prospect for demand and



production for agricultural products, description of project/program in
the - 10-year Master Plan for Agricultural Developmenlt, and an improvement

plan for cultivation and farming.

Some 'chapters in volume 4 (First 5-year Agricultural Development
Plan) are repetitions of those in volume 3 (10-year Master Plan for
Agricultural Development). For convenience if using the report, volume 4
contéins all items concerning the 5-vear Agriculture Development Plan.
Readers can understand the details of the 5-year Agricultural Development

Plan through volume 4 alone.
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CHAPTER 2 PRESENT SITUATION.

2.1 Outline df-Natural Situation

2.1.1 Topography

The Sultanate of Oman is situated on the extreme southeastern corner
of the Afabian Peninsula and has an area of 300,000 km® with a coastline
which extends for 1,700 km. The backbone of the country is the Hajar
mountain range, running down the center of northern Oman and reaching a
height of 3,075 m at Jabal Akhdar. This range stretches from Ras Al-Hadd
neér the town of Sur in the southeast across to the Musandam Peninsula in
the north. The Musandam Peninsula protrudes out into the Strait of Hormuz

in the north.

Between the Hajar mountain range and the Gulf of Oman is the most
fertile cultivated area of Oman known as the Batinah coastal alluvial
plain. - This stretches'northwest of Muscat towards the UAE border.
Southwest from Ras Hasik, near the Khuriya Muriya Islands; through to the
border with Yémen, the Jabal Samhan, Qara and Qamar mountain ranges climb
to nearly 1,500 m (Dhofar Mountains} and border the coastal plain of
Salalah. - A great desertic flat land, Rub’al-Khali (the empty Quarter)
‘lies between the Hajar and Dhofar Mountains. Smaller hills are found in

the inland plains which slope away from the two main mountain ranges.

2.1.2 Climate

The Sultanate generally has an arid desert climate, with some
'variatibnsL'Along the Batinah coast, it is hot and humid during the summer
months, while in the Interior, the climate tends to be hot and dry all
~year round.. In the northern mountainous areas and the Southern Region,

“the climate is typically more temperate in both summer and winter.
(1) Winds

Oman-is located from 16°37’ N to 26°30° N latitude, and from 51°50° E



to 59°40’ E 10ngitude, and is therefore under the influence of the
equatorial convergence zone. This is a belt of converging trade wind
systems that encircles the_eartﬁ near thé.équéfor. .In'summer, this system
reaches southern Oman and brings monsoen conditions to. the Dhofar
Mountains. In. winter, the system’ maves"south of the equator; _ The
predomihant airflow in winter is from the north, while in summer_it'ié
- from the south, The former brings significant rainfall to the north of
the country. The 1atteb creates a monsoon-based, neér—tropic elimaté in

the south.
(2) Rainfall

‘Rainfall is‘génerallyﬁirregular, except in the Southern Régidn which
reéeives the annual monsoons between Jﬁne_and October, and does not
typically éXCéed 250mm per annum_in'moét areas of the country. The Hajar
mountains and the Dhofar mountains receive rainfall from the winter
northerly winds and the summer squtherlieé asébciated with the monsoons in
southern Oman, respectively. These higher and mofe regular rains . in the
catchment areas are the main.water_resourées'for the aquifers under the

Batinah plains'and the Sd1alah plaiﬁé.

Raiﬁfall on'the}Batinah-plaiﬁ'itself‘is essentially confined to the
winter, with little rainf&ll-during the summer months, which demand. peak
water consumption. This summer dry period is the result of a rainshadow

formed by the Hajar mountains.

In the Salalah plain, average rainfall in the past five years'(1985
to 1989) was 79 mm per annum, althoﬁgh there were large annual
fluctuations, as in most areas of the country. Rainfall incredseS'rapidly
'with ascending altitudé to the ridge of the.Dhofar3mountains ﬁhere
precipitation is estimated two-to-three times that on the Salalah plain.
Seasonal mists also accompany the'monsopn season and are in large part

responsible for the lush vegetation found in the southern Jabal.
(3) Temperature'

. Average monthly temperature is the lowest in January and the highest



in June. - It varies from 20°C in winter to 35°C in summer. Coastal
temperatures are more moderate owing to the influence of cool offshore
winds in summer. Salalah has a more temperate climate with a mean
temperature variation from 23°C in January to 30°C in June. Temperatures
in the mountains are naturally lower. ~ Average monthly temperatures at
Saiq,'1,750 m above MSL, are 10°C in January and 25°C in June. Inland
from the mountains, the tomﬁevatures exhibit contrasts typical of a desert

climate: from 50°C in the summer to freezing on winter nights,
(4) Humidity

In the northern coastal part of Oman, high mean monthly percentage
relative_humidities are generally recorded in summer and in winter. While
the lowest wvalue is given in May, the downward tendency begins in
September or Qctober.” Inland, the fluctuation pattern of mean monthly
relative humidities (MMRH) throﬁghout the year is virtually identical to
that in the northern coastal area, although its values are lower than the

coastal area. In Salalah, MMRH peaké in summer and bottoms out in winter.

In the past five years, MMRH wvaried from 13 % in May to 88 % in
August at Seeb, 39 % in May to 95 % in September at Schar, and 23 % in
Jul?'to 89 % in January ét Sur. Maximum relative humidity reached 100 %
for a number of months and went down 1 % at Buraimi and Saig. At Salalah
the variation of MMRH went from 27 % in February and November to 98 % in

August.
(5) Cloud Cover

Average cloud coverage in Muscat, varies from 0.6 oktas in May and

October to about 2.5 oktas in January and July.
In.the Salalah area, during the monscons in July and August, maximum
coverage peaks at almost 8 oktas. By June the value has risen to asbout ©

oktas from the general value at 1 to 3 oktas.

(8) Evaporation



A number of factors'such as location, time of year, cloud cover dnd
humidity levels afféct eVaporation.' EVapbpation fates usuaLly peak in the.
summer when temperatufés'and winds "are high’dnd*humidities afé low, These
rates are many times the mean -annual rainfall rates throughout the
country. The annual open ‘water evaporation- rate in South Batinah is
1,411 mm; at Al Ayh, it rises to around 2,360 mm; rates at Ibra are
estimated to be 2,216 mm. Obviously these figufes (20430.times the mean
annual rainfall) highlight the eritical need for suitable.irrigation

methods in order to promote and maintain agriculture.

2.1.3  Geology

Oman basically consists of two-geological‘regions. One is the
Oman Mountains and their adjacent area in ‘the north;-thé other is the
desert area and'southern mountains in the 'south. The differences between

them are clearly identified by topography and climate.

The Oman Mountains form part of the Alpine range; and are located on
the southeastern edge of the_Arabiaﬁ Sub¥c0ntinent, adjacent to the Gulf
of Oman. Within these mountains, six major rock seguences are found.

From bottom to top, they are as follows:

i) A basement of granites and gneisses, partly metamorphosed
sediments and meta~voleanies. The basement was folded in the

pre-Middle Permian orogeny.

ii} The Haja: Super-Group and the Aruma Group - a relatively
simple sequenée of mainly'shallow—marine'carbonates that

range in age from the Middle Permian to the Late Cretaceous.
iii) The Sumeini Group --lqcal—thfust Sedimentary sequences
' comprising mainly calcarcous. rocks that range in age from Permo-
Triassic to Middle Cfetaceous.. These sequences are

stratigraphically overlain by Middle Cretaceous rocks.

iv) The Hawasina Group - a complex association of folded and
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faulted lithological sequences comprising quartz sand and
cafbdnate turbidites, silicified limestone and radiolarian
cherts céniaining'fossils from tﬁe Triassiec through Middle
Cretaceous age, and shallow-marine limestone of the Perhian and
. the Triassic ages that are either associated with deeper-water

sediments or have a substrate of sheared basaltic pillow lavas.

v} The Samail Ophiolite - a thick sheet of basic and ultrabasic
rocks comprising -peridotites, gabbros, diabases and spilitic
lavas, which overlies the Hawasina nappes with intermittent

contact.

vi} The Hadhramaut Group and Fars Group - a sequence of mainly
shallow-marine carbbnates, locally conglomeratic, which overlies

~all older sequenees without conforming precisely to them.

2.1.4 Soil

There are two different soil mapS'which deal with the Sultanate of
Oman bésed on'the United Nations Fodd and Agriculture Organization (FAQ)
Soil Classification System. The first Qﬁe, "Soil Map of the World", has a
scale of 1:5,000,000 and was drawn up by the FAO in 1977. According to
this map, Oman is mostly made up of two types of soil, Yermosols and
Lithosols: Only in certain areas can Solonchaks and Regosols be found.
Generally speaking, in northern Oman, there are Haplic Yermosols in the
coastal areas, Lithosols in the mountainous areas and Calcic Yermosols in
inland areas,. In southern Oman,. there are mainly Caleic Yermosols and

some Gypsic Yermosols in inland areas.

_The  other map, called the_"Agricultural Resourées Map", was drawn up
in 1988 ﬁtilizing LANDSAT imagery. - The scale of the map is 1:250,000.
According to it, there are éeven types of soil in Oman: Yermosols,
Arenosols, Fluvisols, Regosols, Solonchaks, Solonetz and Lithosols. Some
are indicated as being a mixture of two of those soil types because of

limitations of the mapping scale.



The regional characteristics of the soil are shown as follows:
(i) North Batinah and South Batinah Region

In this region, soil is fbrméd by an alluvial deCQSSQ _The most
suitable lands for agriculture exist on the accumulatioh plaiu, whete
flood water ffom the mountains carries fineﬁteXtured materials and
'dépdsitiOH occurs. This arca bomprisestermosdls of "silt and fine
sands and most farm lands are in this region'which means that it
has the most devélopment-potéhtial for agriéulturef However, in some
areas near-thé-sea; salt accumulation 0ccuPs'in the'ébil because of
sea water intfusioh. Therefore, some farms .have been abandoned.
Recently, new farm lands have beén expanding to the inland area in a
search for good:sbil’fbr aérfcuitufé.'Interfldfial-plains are covered
with gravel and thése'ﬁreas'are.gehebally”COnSideréd to have low
suitability, but, because of a recent ‘increase in the need for new
farm lands, some of these areas are used for agricultural production

using new irrigation systems.

(2) Dhahira Regidn-(inciudihg'Bufaimi Region)
Soil in this area is formed mainly by alluvial and éolian processes.
Theé most impqrtant soils are medium-to-fine-textured Yermosols which
can be found on the limestone alluvial fans.

(3) Interior Region {including Wusta Region)
The most agriculturally important areas in this region are the
alluvial plains in the north. The most suitable scils for
agriculture are Yermosols derived from the limestone ranges. From
them, the flood water brings weathered materials to these plains, and
makes fine-textured soils.

(4) Shargiya Region
Like the Dhahira Region, soil in the Sharqlya Region is formed maihly

by alluvial and éoljanzproéesses, Again, the most suitable soils for
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agriculture are Yermosocls, and the areas with Yermosols are almost
entirely under cultivation. The areas which are considered to have
the highest potential for agricultural development ave interfluvial

plains with Arenosols.

{5) Southern Region
The most important soils for agriculture, Yermosols, exist in the
Salalah Plain. These soils are derived from the northern jabal. Clay
and silty solls with a well-developed structure exist in the Jabal
area, which are used as rangelands for livestock.
In Nejd, the major scoils are also Yermosols and the lands which are

suitable for agriculture are composed almost completely of Yermosols.

2.1.5 WNatural Resources

(1} oil

Exploration for oil and gas continues in Oman, and five new oil finds
were reported by Petroleum Development Oman (PDQ)} in cehtral and southern

Oman during 1987. Today the company has 50 producing oilfields.

The search for oil in the Sultanate goes back to 19824, It was not,
hoﬁever, until 1954 that a serious and methodical start was made by the
Irag Petroleum Company {IPC) operating from its base at Dugm on the scuth-
ecast coast of Oman. IPC withdrew and the concession was granted to PDO,
of which Shell was the major shareholder, the minority shareholders being
Compagnie Francaise des Petroles and Partex. In 1862 the first oil find

was made at Yibal.

The first exports of oil from the Sultanate began in 1967. In more
recent years oilfields have been discovered in south and central Oman. As
the worid price of 0il rose steeply in the 1970s, so the Sultanate’s
smaller fields in south Oman containing heavy oil became commercially

viable.

__1'7_



The Irag-Iran conflict highlighted the strategic :advantage of Oman’s
outlet at Mina Al Fahal on the Gulf of Oman where tarnkers werc able to

call in Saféty.

Production of oil rose steeply in the yéars'between'IQGT and 1870,
reaching 332,000 bpd, but by 1980 production had fallen to 282,000 bpd.
However, by this time oilfhad'been discovered in coﬁmércial'qUantities in
the south, and the next.five'yeabs saw an'upsurge in production capacity

which reached a peak of 600,000 bpd in 1986.

Oman is not a member of OPEC or OAPEC; but has always kept in stép

with oil prices maintained by OPEC.

. PDO, in which the government now holds a 60% stake, remains the
country’s main oil producer, but there are a number of other oil companies

either producing or prospecting for oil in the Sultanate.

All Oman’s o0il is pumped into the main pipeline from Marmul to Mina
'Al.Fahal. 0il from the southern fields is piped from Marmul to the main
pipeline at Nahada. PDO has introduced enhanced bii recovery (EOR)
methods in some of its figlds. Aﬂ Marmul, steam injectibn 1is used to

recover heavy crude oil, the first of its kind 'in the Middle East.

An offshore discovery of oil has been made by the International
Petroleum Corporation (IPC) also known as the Lundin Group, in their

concession area off the west coast of the Musandam Peninsula.

An o0il refinery was constructed at Mina Al Fahal and went into
operation in 1982 to.fulfill the requirements of the domestic market. It
originally had a capacity for refining 50,000 bpd, but with the continuous
increase in the usage of refined products in the Sultanate its production

capacity was increased to 80,000 bpd in 1987.

New discoveries of oil are maintaining the level of proven reserves,

which at the beginning of 1988 was approximately 4 billion barrels.



.(2) . Gas

Oman has large reserves of natural gas which are playing an
increasingly iﬁportant role in. the development of the countey and its
industries. At the beginning of 1988 reserves of associated and non-
associated gas were estimated to be 2.70 and 6.63 trillion cubic feet,
fespectively. Natufal.gaS-is being used most.notably in the development
of the Rusay! Industrial Lstate, saving valuable fuel oil. The government
gas system was started in 1978 with the construction of a gas'pipeline
linking Yibal with the Al Ghubra power station and desalination complex

near Muscat..

The government gas system is whoily owned by the State and operated
by PDO. In order to increase reserves to meet industrial demand well into
the 21st century;_the govefnment_has.financed a PDO gas exploration
program which started in 1984. This program has resulted in confirmed
discoveries of major quantities of gas, notably at Yibal in the Khuff
formation'bélow the earlier developed oilfieid. where significant

quantities were found as well as, coincidentally, an oil reservoir.

A natural gas 1iquidSI(NGL)'plant at Yibal started operating in 1979,
and similar plants are now iﬁ production at Fahud and Saih Nihajda to
clean gas and extract light hydrocarbon liquids as additives to improve
the quality and quantity of crude oil. In 1980 a liguid petreleum gas
(LPG).plant was added at Yibal to extract butane and propane, so "flaring"

has now béen'significantly reduced.
{3) Minerals

The existence of copper ore in the north of Oman has been known about
for centuries. Three thousand years ago the ore was being mined at Magan
-— as Oman was then known ~- and processed and exported to the Sumerian
Empire to the north. WNow it is being mined once again from some of the
same deposits in the Wadi Al Jizzi area near Sohar, at the Bayda and

Lasail mines.

Chromite is obtained: from open pit mines in Wadi Rajmi; Recent



exploration work in the Sultanate has revealed additional chromite

reserves in excéess of one million tones in the Rajmi and Samad arcas.

_ In 1987, additional deposits of.copper ore were identified in a
south-east extension of the Lasailﬂmineg and at the pfesent time
exploration drilling for copper ore’ is continuing at Hayl a’'Safil rnear

Yankul.

Gypsum, of which large quantities geeur in ‘Dhofar in the.south, and
limestone arec being exploited'fof the cement factbries at Raysut in the
south and Rusayllih the north. High QUality marble is bheing gquarried at
several locations, and marble products are being exported by private

companies to neighboring countries.

The Ministry of Petroleum and Mineréls has no.plané ét present to
exploit mineral resources other  than COpper'and_chroﬁitep However, the
private sector is encouraged to- utilize all _these .déposits,' inciuding
industrial minerals and. rocks such as limestone, gypsﬁm, marble and the
iron laterites which are found in abundarnce througliout the Sultanate. At
present the Sultanate has a number of industries making use of industrial
minerals which are related.to the'coﬁstfuction industry including cement,

lime-silica bricks, fiber cement and others.
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2.2 Qutline of Social Situafion

2.2.1 Population

The population of Oman is not precisely known because a census has
never been conducted. Therefore, the government and internationatl

institutions estimate it independently.

The population figure utilized in the Five-year Development Plans is
increasing naturally: from 1.% million in 1974 (for the First Five-year
Defelopment Plan) to 2 wmillion in 1984 (for the Third Five-year
Development, Pian). However, the Development Council has decided to set
the population at 1.5 million at the end 6f 1989 and its growth rate at
3.5% per annum for 10 years as the basic figure for formulations in the

Fourth Five-year Development Plan.

2.2.2 Labor Farce

Omanization, given high priority by the government as an important
national policy, was not achieved sufficiently until 1985 when the number
of foreign workers in the private sector reached a maximum of 280,000, in
connection with high economic growth in the Sultanate. After 1985, the

number of foreigners decreased slowly.

From a sectbral point of view, the largest declines in the number of
foreign workers were in the construction sector and commercial sector.
The foreigners working in other sectors tended to increase. Even in the
agricultural sector, the number of foreign workers rose from less than

5,000 in 1980 to more than 16,000 in 1987,

2.2.3 Eduecation

The number of governmen! schools for general education reached 678 in
1988/89 compared to 373 im 1980/81. Also, the number of students and
teachers, respectively, increased from 106,932 and 5,663 in 1980/81 to



268,722 and 13,970 in 1988/89. - The development of Omani. education
culminated wifh the opening of the Qaboos University in September, 1986,
Technical schools have been established in the fields of agriculture,

" industry, commerce, ete. since 1979.

2.2.4 Medical Care

. The publiC‘medihaI care-sysﬁém'has'prOéressed from 2 £0'3 clinies in
1970 to 47 hospitals, 88 medioal_centers_andﬁs maternityfhospitals, as
well as 94 private surgeries by the_end of 1988. 'Alth6Ugh”all the doctors
and nurses emplbyed:were from overséas in the injtial phase of tLhe
development, the government ende&voredﬁto“educate“and train Omani étudeﬁts
in foreign countfies or newly cstablished nupsing schobls.' Becahée;tﬁé
Qaboos ' University has a faculty of'medicai écience, a number of Omani

doctors educated in the country can be expected to graduale in the 1990s.

The most eloqueni indicator of thé progréess of medical care is the
infant mortality rate. The rate in Oman decreased remarkably from 44 per
1,000+-in 1983 to 28 per 1,000 in 1988 after an investigation of the infant
mortality rate. This means the target Qf-30 per 1,000 by 1990 has.already

heen achieved.

2.2.5 Electricity

In 1989, Oman was supplying electricity to 211,405 households. This
is difficult to imaginé since before 1970 the Only source of elecfricify
in' the Sultanate was a small:génerating'station;' Electricity supply is
now taken for granted everywhere, with the exception of two of the most
remoté wilayats, and the demand continues to increase. By the end of 1988,
the supply had been increased toITBT'MW in the Muscat area; 95 MW in

Dhofar and 360 MW in the remaining areas of the country. _
The principal sources of electricity are power stations at Al Ghubra, .

which has a capacity ol 285 MW, the Rusayl Industrial_Area; with a 500 MW

capacity, and Wadi Jizzi, with a 166 MW capacity.
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2.2.68 Water Supply

- The water sector has developed remarkably in vecent years. In 1870,
the volumé of water produced from deep wells in the capital area was 156
million gallonsg. After the completion of a water desalination station in
Ghubra, iheupfoduétion-of water increased to 8,759.4 million gallons in
1988. In the Southern Regidn, water production rose frdm 439.6 gallons in
1877 to 1,757.5'million gallons in 1988. During this time, the government
. was extendiﬁg pipelines for water distribution-among several towns and is
:éontinhously'ddding lateral facilities to existing water networks. Also,
it installed public water taps in-some villages and supplied others with

water transported by trucks.

" The distribution of water produced from desalination plants is
~limited to the-Muscat area, Salalah and the Kuria Mﬁria'Islands, though
small-scale desalination plants were installed in rural areas. In rural
areas; hoﬁever;_falaj water has traditionally been utilized as drinking

water and even now, those people depend principally on wells and aflaj.

2.2.7 Posts and Telecommunication

‘The rapid progress in fhe cconomy and social affairs of the nation
was facilitated by the development of the communication sector, since
communication media are the means of access to the world. This sector
improved and is improving remarkahly in modern Oman. The number of post
offices increased from 2 in 1970 to 70 in 1988, while the number of

telephone lines increased from 557 in 1970 to 83,032 in 1988.

2.2.8 Communications

(1) Roads

In view of the fact that Oman is ‘the second largest country on the
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Arabian Peninsula, roads are one of the most important;infrastruetures
necessary for economic'development, particularly in the interior and rural
areas. For this reéson, roads absorbed the.lafgesﬁ‘single share of
government development expenditure. As a result,.in-1988 the total length
of asphalt roads reached 4,247 km of which'401 km wefe.four—lane roads; a

remarkable development from the mere 8 km of paved road in 1970

The main multi-lane roads aré the principle routes for transportation
and marketing. In particular, the roads leadihg to the UAE road network,
which were first completed from Muscat to Khatmat Al Malaha in 1983, have

been contributing to the economic expansion of the Sultanate
(2) Air

In recent years, large-scale’ exténsiob programs havé been carried
out. - Seeb International Airport is now rated as'one:of the major
internatibnal airp0rﬁs in the region, due to its modern installations, its
efficiency and ‘high standards of'operation. It serves 21 international
scheduled air carriers'and 14 international non-scheduled operations, in

addition to various cargo charters.

Salalah Airport was the second major airport'to be constructed in the
Sultanate. Work on the terminal building was completed in 1986 and the
airport bhecame cperational a few months later. It is capable of

accommodating 250 arrivals and departures per hour.

Oman has a ' 2b percenf share, as do the UAE, Qatar and Bahrain in the
international airlines Gulf Air, which operates services to Western
Burope, the Gulf, the IhdianASub—cbntinent, Afriea, the far Fast and the
U.S.A. |

{3) Sea
Before 1970, Oman had no mdderh port'fécilities, so all éargoes had
to be uploaded by lighters in Muttrah Bay. _Among the first major

government projects was the construction of the new deepwater port of

Muttrah, named Mina Qaboos. Constiruction Qas completed in 1974,-pr0viding



a vital sﬁep forward in the development of the country.

The everhincreaéing volume of imports and exports in succeeding years
has required continual expansion and additional facilities such as the
construction. of a container terminal, a modern warehouse, enginecring
workshops and a deepwater wharf. During.the Irag/Iran conflict Mina
Qaboos and thé 0il terminal at Mina Al.Fahal acquired considerable
importance in Gulf bommerce.- Situated outside the Strait of Hormuz and
the Gulf, tankers and cargo ships caliing there enjoyed considerably lower
insurance rates than those entering the Gulf danger zone. Consignments
unloaded al Mina Qaboos were transported overland to the other Gulf States

in safety.

2.2.9 Housing

Urbanization, which accompanied economic development in Oman, has
caused a housing shortage. Houses in the capital, for Omani people coming
from both rural areas and foreign countries, were desperately needed,
along with an increase in the quality df existing houses. Moreover, the
population increase induced by the drop in the infant mortality rate will

sharpen the housing shortage problem in the future.

The governmeni has continuously made efforls to construecl new houses
and had completed 6,265 houses by the end of 1983. In particular, it
emphasized the necessity of housing for low income earners. In the Third
Five-year Development Plan, supplying houses to rural areas became

important as a way of controlling the inflow to urban areas,



2.3 Outline of Economic Situation

2.3.1 Trend of'Economic Growth

Oman is a relatively small oil exporter with modest known oil
deposits, Until oil pfodGCtion'etarted in 1967, the country subsisted on
 traditional small-scale agriculture’ and fishebies. Since 1970, Oman has

promoted economic development by utilizing oil revenue.

The First Five-year Development Plan'(1976480)_and'The'Secood Five-
vear Development Plan (1981-85) fodused on. the improvement'of.phyeical
infra—structures; which were at a rudimentary level. Priority was also
given to improving the most delayed sector i.e. private'eoonomic
activities, 1n order to free the country from its heavy dependence on 011
exports. Wlth the quadrupllng.of 0il prices in 1973-74, a remarkable
economic and social transformation took biace, Today,'the eountry has
considerably improved its infrastrocturee and maintained steady growth in

both public end.private production sectors.

"However, unfavorable"'trends' recorded dubiog'.the Second © Five-year
DeVelopment Plan were sharply eoeelerated by the draﬁatic decfease'in-oil
prices from US$ 27/barrel to US$13.5/barrel in 1986, Despite oroduction
increases of over 11%, oil revenues.dropped approximetely 40% from R.O.
1,510 miliion in 1985 to R.0. 925 million in 1986. Figure 2.3.1 shows the

trends of petroleum production and 0il export value.

2.3.2 Gross Domestic Product (GDP)

(1) Growth of GDP

The trends of the GDP and its annual growth rate are 111ustrated in
' Figure 2.3.2. It can be seen that the Omanl economy developed at a hlgh
rate up until 1985, was shaken in 1986, and then stagnated.

Of the three major production sectors, naﬁely mining, agriculture and-

manufacturing, the manufacturing'sector-was profoundly influenced by Lhe
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economic turmoil, despite the relatively moderate impaect on the
agricultural and mining sectors, After 1987, when negative cconomic growth
was registered for the first time, the Omani economy regained its positive
momentum by means of an oii production increase and efforts towards

production diversification.

Classifyving the annual GDP growth rate by indusirial origin reveals’
that the mining sector, the pillar of the Omani econemy, developed at
10.9% between 1980 and 1988 as a result of compensating for declining oil
prices by production increases. However, in spite of its high gréwth
rate, the GDP share of this sector decreased quickly from a high of 62.3%
in 1980.to only 41.6% in 1988, The drop by 20.7% during those 8 years,

was due to the diversification of the geonomy .

The manufacturing sector, on the other hand, has grown considerably
over the past 8 years, at an average annual growth rate of 27.5%. This
sector, negligible in the 19705,' surpassed the agricultural sector in

contributions to the GDP in 1988,

The agricultural sector increased at a modest, but stable rate, in
comparison to the industrial sector. " Its average annual growth rate of
9.6%, is outstanding considering the long gestation period of investment
in that sector. Its growth rate in 1988 reached 21.5%, however this was
done in large part to the fisherie sector’'s contribution. Although the
importance of agriculture, which employs nearly half of the labour fofce
of Omani nationality, is recognized, its share in the GDP is surprisingly

small -- only 4.3% in 1988.
{2) GDP per capita

The Omani GDP per capita increased remarkably in the first half of
the 1980s, because the economic growth rate of Oman exceeded the
populatidn groﬁth rate quite considerably. Unfortunately, entering the
secohd half of the 1980s, the GDP per capita of Oman staggered, owing to a
low- economic growth. rate caused by depressed o0il prices. Unless oil
prices turn for the better . in the near future, other measures will be

necessary, such as increasing the production levels of non-oil sectors,



substituting foreign workers for Omanis, controling the population

increase, etc., in order to raise the GDP per capita.

Figure 2.3.3 shows the estimated trends of GDP per capita and

population increase.

0 2.3.3 Investment

Consumption'ahd investmeﬁt OCCupied'73%-and-i?%,'respectiveiy, of
Grdés.Domestic EXpeﬁditﬁre;ih‘1988. .Expendituré:was characterized by the
large contribution of the government to both”conéumbtion'and investment,
(55.2% and 32%.réspectively); This indicates that this "nation-building"

" has been carried out primarily'by decisive government leadership.

2.3.4 Trade Balance

In the field of international trade, Oman’s exports have usually
exceeded . its imports because of its oil resources. Trade peaked in 1985
when export value amounted to R:0. 1.7 billioﬁ'and import value was R.O.
1.1 billioh. Thelannual average trade values for nine'yeafé between 1980
and 1988'were:R 0. 1.4 biilion in exports, R.0:. 0.8 billion in 1mports

The result was an export surplus of R 0. 0.6 bllllon

Although'Oméni eﬁports depend.heavily'On crude oil, the share of oil
in total exports has graddally decreased'from 96% in'1980'to'88% in 1988,
because of economic diversification undértéken in the Sulfanate. The
fluctuation of oil prices, however,'still_affects the ecopomy so Strbﬁgly
that the sharp fall in o0il prices in 1986 resulted in fhe.lowést export.
value and surplus in a decade Thus, still more'efforts to diversify
export items than were made in previous years seem "to be - 1mperat1ve in

order to stablllze trade activities,

With respect to 1mports, two items, maehlnery and transport equ1pment

and manufactured goods share more than 50% of - the total
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The agrieultufal sector, from the trade point of view, had a value of
R.0. 29 million in exports and R.0. 144 million in imports in 1988, The
import value is 5 times larger than that of exports in this sector, The
share of the agricultural sector, which includes fisherics as non-oil
exports, decreased to 46% in 1988 from nearlv 100% 1n 1880, 'Its share in
imports, onh the cher hand, increased to 17% in 1988 from 12 2% in 1980.
It should be noted thai the reason for the decrease in the export share of
the agricultural’ sector can be attrlbuted to the promotlon of other
sectors’ exports, 11ke copper which began to be exported in: 1983, In
fact, the export of agricultural products has been'ihcreasing year by year
and reached a peék in 1988. As_shoﬂn in Figure'2;3.4; the percentage_of
exports over imﬁorts' for total agricultural products has 'inCreased in
general. This is especialiy truelin the fisheries sector, where a
sighificant‘jump can be eeen. “The export/import ratio ef'other products
fluctuated'considerably, with the increasing propensity, however, of
cereals to fade out aﬁd finally reech zero in 1988. This means that the
products which are cultivated in an intensive way, and which have
comparative advantages in both domestic and external markets have been
promoted whereéas products which are eultlvated in an exten51ve Way, like
cereals, have been gradually phased out. In the future, it is expected
that the export/lmport ratio of agricultural products will be lmproved by
strengthening the production of crops biased towards garden farming and

promoting the fisheries sector.

2.3.5 Public Finance

“The government. budget of Oman is principally classified into WO
types, namely develogment'budget'and recurrent budget. Thegdevelopment'
budget is utilized for government investment, and the recurrent‘bddget for
the operation of ministries and governmental opganizdtionsh Since the two
budgets are not clearly demarcated, the diversion of a part of the
recurrent budget for the development budget often occurs 1n order to
complement shortages. The outline of public finance is shown in Table

2.3.1.

Judging from the trend of actual government revenues and expenditures



during the past 9 years (1980-88), it is clear that the government budget
was in ﬁhe red in 1982, and .deteriorated gradually until the deficit
peaked in 1986; even though government revenue exceeded expenditures in
the beginning of the 1980s. The reasons for the worsening budgetary
-situation are the steady increase of recurrent expenditures caused by
enlargement of governmental fﬁnctions, and thé 0il revehue decrease caused

by the sharp drop in 1986, and continuing low levels, of oil prices.
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