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Preface

In responsc to the request from the Government of the Sultanate of Oman, the Government
of Japan decided to conduct a study on Master Plan for Industrial Development in the
Sulanate of Oman and entrusted the study to the Japan International Cooperation Agency
(JICA).

JICA sent to the Sultanate of Oman a study team headed by Mr. Masayasu Sakanashi of
UNICO International Corporation, four times between November 1993 and November
1994.

The teamn held discussions with the officials concerned of the Omani Government, and
conducted field surveys at the study area. After the team returned to Japan, further studics

“were made and the report was prepared.

1 do hope that this report will contribute to the promotion of the program and enhancement
of friendly relations between our two countries.

I wish to cxpress my sincere appreciation to the officials concerned of the Omani

Government for their close cooperation extended to the team.,
December 1994

=

Kimio Fujita

President
Japan International Cooperation Agency






December 1994

Mr. Kimio Fujita

President

Japan International Cooperation Agcncy
Tokyo, Japan

Dear Mr. Fujita

Lette; of Transmiital

We are pleascd to submit to you the final report on the Study on Master Plan for
Industrial Development in the Sultanate of Oman.. The report contains siudies on the
endowment of natural resources and the present state of industries in Oman, analysis of the
underlying conditions affecting the pursuance of industrialization, formulation of industrial
development strategy and industrial development plan based on the foregoing studies and
analysis, and the recommendation on the government programs to support the industrial

development.

More specifically, the recommended government programs relate to the intensification
of export promotion, encouragement of foreign i_nvestmént, intensification of financing
prngrams/schcmes_ for industrial development, human resource development, establishment

of techinological basis, and further grading up of infrastructure.

Oman is implementing the fourth year program of the Fourth Five-Year Plan, and will
start the Fifth Five-Year Plan in 1996. We believe that the industrial development plan
and government support programs recommended in the report serve the grounds for the
development plan for the industrial sector, which will bring about substantial contribution
1o the industrial development in the country.



We wish to take this opportunity to express our sincere gratitude to your Agency, the
Ministry of Foreign Affairs and the Ministry of International Trade and Industry of the
Government of Japan for valuable advice and support provided on this study. We also
wish to express our deep gratitude to the Ministry of Commerce and Industry and other
relevant authorities of the Sultanate of Oman for the close cooperation and substantial

assistance extended to us during our investigations and study.

Very truly yours,

7
NG A2
Masayasu Sakanasht
Team Leader,
Study on Master Plan for
Industrial Development

in the Sultanate of Oman
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ABS

ASEAN
BBL

DWT
EC
ECU
EDC
/S
FAQ
FRC -
FRP
FZEs
GCC .
GCF
GDP
GGS
GOIC

HDPE

HS
IBRD
DU
IRR
ISIC
ITMF
JETRO
JICA
L/C
LDPE
LLDPE
LNG
LPG

MCI
MFA

Abbreviations

Acrylonitrile Butadiene Styrene
Asian Developmenf Rank
Association of South~East Asian Nations
Barrel

British Thermal Unit

Computer Aided Design

Computer Aided Manufacturing
Continuous Catalytic Regeneration
Cost, Insurance, and Freight
Completed Kniock Down

Comnion Service Project

Dishem (UA.E.)

Dead-weight Tonnage

European Community

European Clearing Unit

Elhy]ene Dichloride

* Feasibility Study

Food and Agriculture Organization, United Nations
Fiber Reinforced Concrete

Fiber Reinforced Plastic

Free Zone Establishmenis

Gulf Cooper'a.iion Council

Gross Capital Formation

Gross Domestic Prodact

Government Gas Sysieny

Gulf Organization for Industrial Consulting -
High-densily Polyethylene

Harmonized Commodity Description and Coding System
Iniernational Bank for Reconstruction and Development
In_dus!_riaI Development Unit '
Internal Rate of Return

[nternational Standard Indusirial Classification
International Textile Manufacture Federation

Japan External Trade Organization

Japan International Cooperation Agency

Letter of Credit

Low~density Polyethylene

Liner Low-density Polyethylene

Liqueficd Natural Gas

Liguefied Petroleum Gas

Ministry of Commerce and Indusiry

Multi-Fiber Arrangement



MNC Multinational Corporation

MM Minisiry of Petroleum and Minerals
MTBE Methyl Tertiary Buiyl Ether

NAFTA North American Free Trade Agreement
NIES Mewly Industrizing Economies

Qcl Oman Chamber of Commerce and Indusiry
0ObB Oman Development Balik :
OECD Organization of Economic Cooperation and Development
OEM Original Equipment Manufacture

oIT On the Job Training

OMCO Oman Mining Co LLC

ORC Oman Refinery Company

PDC Petroleum Development Oman

PE Polyethylene

PEIE The Public Establishnter for Indusirial Estate
PS Polystyrene

PVC Polyvinyl Chloride

R&D Research and Development

REM Replacement Equipment Market

RFCC Residual Fluid Catalytic Cracking

RIE Rusyle Industrial Estate

RIEA Rusyle Industrial Estate Authority

RO Rial Omani

ROI Return on Investment

s/wW Scope of Work

8CF Standard Cubic Feet

SGRF State General Reserve Fund

SI1c Standard International Trade Classificaiion
SMI Small and Medinm Industry

TEU Twenty—-Foot Equivalent Unit

UAE United Arab Emirates

UN United Nations

US United States

USA © United States of America

vCM Vinyle Chloride Monomer

Conversion Factors

tew ft. = 0.028317 m’
1BBL = 0.15899 ki
1BTU = 0.252 kcal
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1 Background, Objective, and Scope of the Study

1.1 Background and Objective of the Study

Traditionally, Oman's economy has heavily depended up(_)n 0il exports, The
government has Spcnt sizable portions of oil revenues in construction of infrastructure and
iﬂvcsﬁncnt in selected enterprises in basic industrics, whi}crcncouraging private investment
in the industrial sector. These initiatives have brought about moderate expansion of some
industrial sectors, but dcpendency on the oil sector is still formidable, accounting for 42%
of the country’'s GDP. In the meantime, depressed oil prices have squeezed the
government finance and forced the government to take austerity measures through budget
cutbacks since 1987.

The country's recent industrial development policy has been founded on the strategy to
promote 3 consumer—related subsectors, namely foed processing, construction materials,
and housing, with focus on small and medium—scale enterprises, rather than pursuing the
development of lafgcéscale and heavy industrics such as chemical. ‘This has been
inherited from the ongoing industrial developmert policy of the Ministry of Industry and
Commerce, which sets priority to industrial decentralization (to conirol concentration of
working population in the metropolitan area.), while avoiding promotion of industrics
heavily dependent upon imported materials, as well as excess dependency on foreign
workers, '

Clearly, the country is facing an urgent task of accelerating 'post'—oil economic
development, thereby freeing the economy from reliance on oil resources as lifeline. This
entails the development of a new and effective industrialization strategy.

The country's Fifth Five—Year National Development Plan, scheduled to start in 1996,
is considered to serve as a benchmark in this direction. Prior to the drafting of the new
plan, the Government of Oman requested the Government of Japan fo provide assistance in
preparing the Industrial Development Master Plan.

In response, Japan International Cooperation Agency (JICA) sent a study mission
taskgd in the selection and identification of mining and manufacturing projects in February
1993, The mission conducted field survey and investigation to identify and select
promising areas of new industrial development and to confirm the intent of the
government as to what role is expected in the proposed project. In May 1993, JICA sent a
'prc~feasibility' study team to Oman, which agreed and éigncd the Scope of Work with the
Government of Oman. Based on the Scope of Work that defines detailed contents,
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activities, and responsibilities related to the study, JICA sent a study team oirganized by
UNICO International Corporation to Oman. This report has compiled the results of field
- survey and related analyses conducted by the study team.

1.2 Scope of the Study Agreed

The scope of the Study is defined in the Scope of Work which has been agreed
between the Sultanate Government and JICA as shown in the following:

<GENERAIL>
(1) Review of General Background
1) Macro~economic Situation and Trend
2) National Development Policy _
3) Review of the "Fourth Five-Year Devclopmcnt Plan"
4) Trade and Foreign Investment
5) Infrastructure; Human Resources
<INDUSTRIAL SECTOR>
(2) Review of Industrial Development
1) Industrial Development Policy
2) Laws, Acts, and Regulations
3) Production and Trade Trend
4}  Review of the "Prefeasibility Study for Industrial Development in the Sulianate of
Oman" done by JICA in 1978 and other imporiant studies by other organizations
(3) Survey on Industrial Sector
1). Present Status of the Industry
(production, import and export, marketing, etc.)
2) Factory Survey
3) On-going and Futurc Deve]opmcnt Projects by the Sultanate
4) Identification of Metailic Minerals
5) Identification of Non-metallic Minerals
6) Location, Reserve of Metallic and Non~metallic Minerals
(literal survey)
7) Quality Analysis of Metallic and Non—metallic Mlncra]s _
(within 10 mineral resources)
8) ' Location, Reserve, and Quality of Petroleumn and Natural Gas'.
(literal survey) ' ' |
9) Review of Policy on the Explmtailon of Natural Resources



<MASTER PLAN>
(4) Formulation of a Comprehensive Master Plan
1) Selection of Promising Industrial Sub-sector(s) and Project(s) which indicate to be
viable
2) Project Descriptions
3) Implementation Schedule
4) Cost Estimation
5) Recommendation of Development Program for each of the selected Sub-Sector(s)
and Project(s) including the following:
~Infrastruciure
~Human Resouices
~Government Incentives
~Institutions and Organizations for Industrialization
~Technology
~Market
6) Recommendation for Foreign Investment Promotion
(5} Conclusion






2 Socio-economic Conditions and National Economic |
Development Plan

2.1 General Conditions of the Sultanate of Oman
2.1.1 Geographic features

The Sultanate of Oman is located in the south-east corner of the Arabian Peninsula;
Latitudes 16°41' to 26°20' North and Longitudes 51°50' to 59°40" East. It has a total land
area of approximately 309,500 km?2, making it the second largest territory in the Arabian
Peninsula, bordering Saudi Arabia and the United Arab Emirates (UAE) in thc West and
the Republic of Yemen in the South.

To the north of its main land mass is the Musandam Peninsula. - This isolated strip of
Omani territory, separated in part by the UAE, has a commanding position at the cntrance
to the Arabian Gulf as it guards the Strait of Hormuz. Oman also governs two villages
within the UAE. The country has a coastal line extending about 1700km, from the Sirait
of Hormuz in the North to the borders of the 'Re.public of Yemen, facing three seas; the
Atabian Gulf, Gulf of Oman and the Arabian Sea, and is also sovereign over a number of

small islands most notably, Masirah, Kuriya Muria and Darmamiyat.

The land consists of plains, dry river beds called wadis, desert and mountains. . The
most important area is the plaiﬁ facing the Gulf of Oman and the Arabian Sea with an area
occupying about 3% of the total land. The mountain ranges occupy about 15% of the land.

The remaining area is mainly sand and desert.

Northern Oman, which comprise most of the resources and people, is separated from
the southern pro'vince of Dhofar by 700km of descrt. The main topographical feature of
northern Oman is the Hajar mountain range which runs parallel to the coast, from the
northern border, with UAR to the A'Shargiya region. Its highest and most formidable
peaks, reaching about 3,000m, lie at the south—east of Jabal Al-Akhdar. The coastal plain
' is situated betwcen the coast of the Gulf of Oman, and the Hajar mountain range
accounting for a distance of 270 km from the frontier, with the UAE in the south—east ncar
~ to Muscat. The central part of Oman consists of gravel plains and sand seaé, notably the
Wahiba Sands and part of the Empty Quarter. In Dhofar, the southern part of Oman, the
mountains are lower ranging from 1,000~-2,U{)0m above sea level and much less
formidable in . topography, bcncﬁtting from regular summer monsoon that generate
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sufficient grass to support cattle raising.

The northern part of Oman's coastline in the Al Batinah region is the principal
agricultural arca irrigated through wells, but there remains many small agricultural villages
scattered throughout the mountain wadis. In Dhofar cultivation takes place on the coastal

plains near Salalah.

The climnate differs fmni one area to another. In the coastal areas, it is hot and humid
in summer and mild in Wintcr,' while the interior areas are featured with desert climate; hot
and dry in summer and cool in winter. Generally, Oman has littlc and irregular rains,
thoﬁgh heavy rains fall occasionally, except Dhofar uplands which receive monsoon rains

regularly between June and October,

2.1.2 Population

Oman's population is comparatively small. According to the first census conducted in
late 1993, the population is 1.48 million of Omani nationals out of a total population of
2.02 million which includes non-Omani residents. The 1990 estimates indicate that the
estimated average annual growth rate of the resident national population is 3.5%, with the
average féftility rate estimated at 7.5 children per woman, If these trends continue, the
population will double in the next 18-20 years. Out of the total Omani population in 1.990,
about 53% were under 15 years of age, and 22% were within the 15 to 30 year bracket.
This structure implies that the young generation of Omanis working force will

substantially increase in the next 10 years,

Omani population is concentrated mainly on the Al Batinah coast, the Hajar valley, the
capital area of Muscat region, and the souﬂle_m part of Dhofar. The population in the
capital area has grown rapidly and is now inhabited by more than 600,000 peb;ﬁle. Other
important towns are Sohar in the Al-Batinah region, Sur in the extreme cast, Salalah in
Dhofar, and Nizwa in the infcrior.

2.2 FEconomic Development and Current State of Economy
221 Economic structure and growth trends

The Oman's economy has substantially cxpa_nded registering a stéady growth over the
last two decades since the First Five-Year Development Plan was launched in 1975.
Table 2-1 tabulates the growth of GDP from 1975 to 1992. Nominal GDP has grown af



12.2% per annum in average during the First to Third Five—Year Development Plan period
from 1976-1990. Accordingly, GDP per capita increased more than threefold from
RO.780 (or US$2,258) in 1975 to RO.2,719 (or US$7,072) in 1990. The economy
achieved an improvement by 12.9% in nominal terms in 1992 after a decline of 3.3% in
the preceding ycar.. As a result, the GDP per capita nominally increascd to R0O.2,984(or
US$7,760) in 1993. The real growth of GDP in 1978 constant price recorded 8.3% per
annum in average for 12 years from 1978 to 1990, and increased by 9.2% and 6.8%
respectively in 1991 and 1992.

Tables 2-2 and 2-3 show the structural change and growth of GDP by major sectors.
In the 1970', the Oman's economy depends heavily on oil.  Since the First Five-Year
Development Plan, the government's long—ferm economic development policy placed
emphasis on diversification of the economic structure, calling for new sources of national
income apart from the revenues on oil, with a view of replacing the latter in the future -
through enhanced proportion of investments on income generating sources in the non-oil

sectors, especially in the areas of industry, mining, agriculture and fisheries,

In 1975, the oil sector contributed about 67.2% to the nominal GDP. During the First
Five-Year Plan period of 1976-1980, the oil sector has achieved substantial growth in
value—added at an average rate of 21.3% p.a. in nominal terms, as favorable movemenis
transpired in the international oil market. This despite the stight decline in its relative
share in the nominal GDP - to 61.5% in 1980, following a risc in the contribution from the

non-oil sectors.

In the Sccond Five—Year Plan period, the nominal growth of the oil scctor has
declined to 5.5% per annum, decreasing its relative share of GDP to 48.2% in 1985,
because 0il revenues remained to increase marginally due to fall in oil prices from
US$36.8/BBL. to US$27.1/BBL, despite increases in oil production from 283,000 BBLD
(BBLD; barrel per day) in 1980 to 498,000 BBLD in 1985.

The growth of the oil sector further declined to 3.5% per annum in average during the
Third Five-Year Plan period, resulting from a slump in oil revenues due to a sharp
collapse of international oil prices. However in 1990, its relative share in GDP has
remained at 48.1%, nearly the same level as 1985, since the non-oil sectors have also
stagnated under unfavorable economic conditions brou ght about by significant reduction in

oil prices.



Though the relative share of the oil sector in GDP has currently been reduced to below
50%, the Oman's economy is virtually dependent on oil to a considerable extent. In '1991,
the nominal vatue—added of the oil sector decreased by 16.6% from that in 1990 since oil
prices have fallen to the range of US$17 to 18 per barrel. Once it increased by 13.0% in
1992, but decreased by 10.7% in 1993. Thus the relative share of this sector declined to
37.4% of GDP in that year.

The non-oil sectors broédly comprise the non—oil industrial sector and service sector.
The non-oil industrial sector includes mining, agficulture, fisheries, manufacturing,
electricity and water, and; building and construction. The service sector consists of the
government services and the private services which in turn include whalesa}e; retail trade,
restaurants, hotels, transport, storage and distribution, financing, insurance, real estate,

business services, and community and personal services.

While the non-oil industiial sector grew at an average annual rate of 11.4% in
nominal terms, the service sector achieved much greater growth at 17.8% per annum in the
First to Third Five—Year Plans period of 1976-1990. This resulied to a slight decrease in
the relative share of the non-oil industrial sector from 13.1% in 1975 to 11.6% in 1990,
compared to the share of the service sector which increased from 19.7% to 40.3% during
that period. In 1993, the non- ~oil mdustnal sector and service sector accounted for 14. 0%,
and 48.6% of GDP respectively, Of the value—added currently recorded on the service
sector, moré"iha’n 60% was contributed by the private services.

In 19735, the largest contributing sectors in the non—oil industry were the buiiding and
construction sector followed by agriculture and fisheries, accounting for 9.8% and 2.7% of
the nominal GDP respectively. The growth of these sectors, however, remained at 3.7%
and 13.5% per annum in average respectively over the last 15 years from 1975-1990.

Substantial growth has been achieved by the manufacturing industry, and the
cleciricity and water secior at an average annual rate of 33.5%, and 25.5% respectively in
nominal terms in the period from 1975 to 1990; followed by the mining sector which has
grown at 23% per annum on the average. For the last three years, the manufacturing
industry, and, building and construction sector continued to grow steadily, while. the
growth of the mining, agriculture and fisheries, and electricity and water sector become -

unstable,

In 1993, the manufacturing industry accounted for 5.1% of the nominal GDP,



followed by the building and construction (4.2%), agriculture and fisheries (3.2%),
electricity and water (1.3%), and mining (0.2%), or a total share of 14.0% of GDP for the
non-oil industrial secior as a whole,

- The manufacturing, mining as well as fisheries industries are important sectors in
accelerating di_veréification of the economy, particularly in the development of non-oil
income generating industries, since agricultural production appears to hardly attain
substantial growth in the future. Contributions of the manufacturing industry and mining,
however, are still small 'deSpitc substantial growth achieved in the last 15 years. Intensive
development of these sectors would be cssential for sustaining steady growth of the

economy with diversification.

222 Domestic savings and capital formation

Tables 24 and 2-5 show the domestic savings and gross capital formation recorded in
the réspective periods covering the First to Third Five-Year Plans, and the last two years
of 1991 and 1992.

Relatively high ratio of the domestic savings has been attained, at about 46% of GDP
during the First Five~Year Plan period, but the domestic saving ratio tended to decrease in
the subsequent periods; about 43% of GDP durih'g the Second Five-Year Plan period,
41% during the Third Five-Year Plan period, and 27% in the Iast two years of 1991 and
1992. The gross capital formation has also been relatively high at about 27% of GDP
during the First and Second Five~Year Plans period, but it declined to about 18% of GDP
during the Third Five-Year Plan period and further dropped to about 17% in the last two

years.

Tables 26 and 2-7 show the relative share of capital formation by type of economic
activi’sy.' Majority of the capital formation' was contributed by the public secior,
accounting for an average of about 70% of the Gross Capital Formation (GCF) over the
15-year pcr}od in the First to Third Five-Year Plans (1976-1990), and 65% in the last
two years. - Large portion of the public capital formation was realized with public
investment for the development of infrastructure, followed by investment for oil and gas
dcvclbpméﬁt; ‘accounting for ‘about 54% and 22% of the public sectors GCF share
feépcctiveiy during the 15 years of 1976~1990. The private capital formation on the other
hand, was largely realized with investment in oil development and housing, capturing
about 49% and 26% of the private sector's GCF share respectively. The capital formation
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in the manufacturing industry was only 10.2% of the private sector capital formation and
1.8% of the public sector capital formation, thus accounting for only 4.4% of the total
GCEF in that period.

This trend indicates that investments by both public and private sectors have been
dominantly appr()priatéd for the development of infrastructure and housing, as well as oil
and gas development. And therefore, invesiments in the manufacturing industry as welf as
the mining indusiry have remained in a comparatively small portion. It is obvious that the
growth of non-oil industry requires the enhancement of investments as indicated in the

-economic development policy.

2.2.3 External trade and balance of payments

Tabie 2-8 gives the value of external trade over the last décade, in which Oman
recorded customarily a visible trade surplus, although fluctuating from year to year
depending on oil export earnings.

The overwhelming majority of Oman's exports is based on oil. The dominance of the
oil exports has led to instability in the total exporis, as it becomes affected by any
turbulence in the international oil market. Table 2-9 shows the production and exports of
crude oil in Oman. In 1986, the oil price collapse caused a 39% decline in oil export
earpings. After a fluctuating performance in 1988-89, there was a 40% rise in the oil
export earnings in 1990 following an oil price hike arising from the Gulf crisis. In 1991~
92 the oil export earnings decreased to the recorded level in 1985. In 1993 although the
export volume of oil increased by 5.5%, the export earnings of oil decreased by 8.3% duc
to further fall of oil price. Although the non-oil exports have been gradually increasing in
the last five years, oil exports still account for around 90% of the total cxporté. In 1992,
for the first time, the relative share of oil exports declined to 84% due to increases in non-
oil exports and re—exports, which further declined to 78% in 1993,

- Table 2-10 gives the structure of non—oil exports by main category in 1988, 1991 and
1992, The non-oil exports increased by 13,8 times in 1988, 17.3 times in 1991 and 21.2
times in 1992 with reference to 1980 level. In the carly 1980's the non-oil eﬁpurts were
mostly food and live animals and only small portion accounted by beverages and tobacco.
Howéver, the exports of mineral ores and manufactured goods including textile fabrics,
non~ferrous metals and metal products were added since the middle of 1980's, The non-—

oil exports currently add electrical machinery and appliances, and  miscetlaneous



manufactured articles such as garments and furniture, The non-oil exporis, however, are
still rather limited and small in size.

Table 2-11 shows the structure of imports by main catcgory in 1989, 1992 and 1993,
About one-third of the current imports is comprised of food and consumer goods, and the
remaining two-third is comprised of machinery and plant equipment, raw materials and
intermediates for industrial uses, and transport equipment. The imports have continued to
increase by 16% in average annually over the last five years. It is likely that the imports
will continue to increase along with increasing demands for food and consumer goods as

well as capital goods.

It appears difficult to increase oil export earnings because of a limited crude oil
production and downward trends in international oil prices, thus, the trade surplus will
narrow unless non-oil cxpoﬁs increase to meet surging imports. In this context, more
importance should be accorded to the development of export-oriented manufacturing

industry.

Table 2-12 shows the balance of payments in Oman. Offsetting the trade surplus is a
sizable net outflow on services and private transfers which has left Oman with a much
reduced current—account surplus or deficits except in 1990, when the international price of
oil soared, arising from the Gulf crisis, leading to a .largc current-account surplus.
Outward remittances by the large number of expatriate workers in the country likewise
~ contributed to this phenomenon.

224 Employment

Table 2-13 shows the estimate of Omani and expatriate labor force from 1975 to 1990.
The cconomic growth led fo an increase in labor demand in Oman. The total number of
labor force increased from 209,000 in 1975 to 529,000 in 1990. However, this was largely
attributed by the demand for expatriate labor more than Omani labor. In 1990 the
cmployed number of Omani labor increased by one-and-a-half fold from 1975 or
207,000, but the percentage of Omani labor from total employed labor in turn declined to
39.1% in contrast to 64.6% rccorded in 1975. :

225  Public finance

Table 2~14 shows the government revenue and expenditure. The main sources of
revenues are oil and gas, which accounted for more than 80% of the total revenue up fo
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1991. In the last two years, the share of the oil and gas sector decreased to abdut T6%.
The government expenditure exceeded over revenues in the last 11 years since 1982,
except in 1990 when government eamings substantially increased with oil price hike.
Deficits were financed through foreign grants and foreign loan bosrowings, as well as
withdrawals from the State General Reserve Fund (SGRF) which was set up in 1980 that
reserves a certain portion of net oil revenues to complement other government revenue

surplus,

2.3 Economic Development Policy
2.3.1 Principal objectives for the long-term economic development

“The Sultanatc of Oman has Jaunched the National Economic Development program in
1975 with the setting up of the Development Council chaired by the Sultan, in accordance

with the Economic Development Law enacted in the same year.

The Development Council has approved the principal objectives for the long—term
cconomic development of the nation in that ycar, which represent an intcgreﬂ development
strategy, forming the basis for the Five~Year Development Plans and providing a
framework for the national, sectoral and regional plans and programs. The Council thus
adopted an economic development policy which prescribes the objectives enumerated

below:

(1) Develop new sources of national income apart from the oil revenues, with a view of
replacing the latter in the future.

(2) Enhance the proportion of investments in productive sectors, especially in the areas
of industry, mining, agriculture and fisheries, o

(3) Promote régional dispersal of investments in order to benefit all the rcgions of the
country and its people, and to eliminate the disparity in the standard of living between
various regions, giving special priority to less developed regions. |

4) Support and develop present population centers and profect them from the risk of
mass migration to densely populated areas, and conserve the exivironmcn_t. |

(5) Pay attention to water resoﬁ_rccs which are a vital element. necessary for fhc
continuation and development of economic activities. _ |

(6) Pay due attention to the development of national human resources in order that they
may play an integral part in the Omani economy. ' | .

(7) Set up the nation's infrastructure to support the economic activity and human life of
the people,



(8) Promoie local commcrcial activity and remove constraints in transport and storage,
and deficiencies which impede the consolidation of frec market operations and fair
competition. . _

(9) Establish the components of a frec markct economy based on the activities of the
private sector, and on fair competition; and provide loans for vital projects
commensuratc with the resources available to the State.

(10) Enhance the efficiency of the civil service.

2.3.2 Major thrusts of policy instruments in the First to Third Five-Year
Developinent Plans

The First Five~Year Development Plan was launched in 1975 when the nation
experienced a momentum for growth during the oil boom. This plan was a preliminary
step towards its entry into new phases of development, which directed primarily at: (a)
completing the infrastructure, (b) increasing the absorptive capacity of the economy, and
(c) initiating policies of support and encouragement to the private sector with a view to
increasing competition and c_omplcting the components of the free market economy. The
State General Reserve Fund (SGRF) was established in 1980, which reserved 15% of net

oil revenue to complement any other government revenue suzrplus.

' The Second Five-Year Development Plan was started in 1981 under = favorable
cconomic conditions associated with continuing increase in oil revenues. The Plan called
for (a) consolidation of the income of SGREF, (b) acceleration of economic development,
(¢) realization of a capital formation level reaching one quarter of GDP and, (d)
stimulation of the private sector to increase its participation in economic and social

activities through direct and indirect sets of policies.

Specific projects were implemented focusing on the completion of a network of
infrastructure and extending it to different areas of the country, giving priority to some
regions that require special attention and concentrated effort, and paving the way for the

development of natural water resouices.

The Third Five-Year Development Plan was conceived under unfavorable
circumstances such as significant reduction in oil prices, making it a fest on the degree of
stability of the national economic base, and the soundness of the foundations upon which

development was built.



Even in such difficult situations, the Plan directed at maintaining a suitable standard of
cconomic activity in the country; continuing the provision of basic services by the
government to the citizens like education, health and social assistance, while, on the other
hand, conserving the economic and financial balance of the country. It cailed for taking
specific policies and measures that will reduce government expenditure, amending
priorities in the Plan for investment projects, while financing major part of the deficit or
imbalance between government revenue and expenditure, through withdrawals from SGRF
amounting to R0O.1,234 million by the end of 1989.

2.3.3 Policy framework and target for the Fourth Five-Year
Development Plan '

Following the three previous Five-Year Dévelopmcnt Plans, the Fourth Five-Year
Development Plan was implemented in 1991, The Plan was formulated with the following

broad guidelines:

(1) Achieve a CDP of not less than 5% per annum in real terms, on the average.

(2) Pussue the policy of diversification of national income; reduce dependence on oil;
link the oil production ceiling with fechnical capacity; work towards cxtending the
expected life of oil reserves as much as possible; continue to exert cfforts to change
the structure of the Omani economy by placing emphasis on investment in other non—
oil income producing sectors, particularly agriculture, fisheries, manufacturing and

. tourism, as well as the services sector in order to increase their contribution 1o GDP,
and to widen the production base. : '

(3) Ensure regional development by directing investments to the various regions,
especially outside thc region of Muqcat

(4) Pay regard to developmg human resources in order to raise the level of participation
of national workers in the various economic and social activities. Achieve a balance
between the targeted rates of economic growth and the needs of the work force on the
one hand, and the output of the cducational and training system on the other.

(5) Support the capabilities of the various sectors and activities of the national cconomy
(government and private) to provide work opportunities in all avenues wherein the
national work force may be used, so that it will result in raising the level of
participation of national labor force while realizing the aims of Omanization. _

(6) Achieve a balance between total public expenditure and the govcmment revenues
available, and place a maximum limit on the annual deficit permissible. At the same

time work towards developing non-oil revenues so that its level of contribution to

2-10



overall revenues s not less than 20% during the next two Five-Ycar Development
Plans.

(7) Emphasize the adoption of an economic system, based on free market economy
which will ensure fair competition and raise efficiency; by correcting any distortions
in the cconomic structure that will strike the balance between revenue and expenditure
or the balance of current and comnercial operations and; by promoting the role of
private sector and encouraging its contribution to the various areas of economic
activity.

(8) Continue the necessary research, surveys and studies as the best means of
develbping natural water resources and optimizing their uses. _ |

(9) Determine the balance of State debt so that it does not excced allowable limits,
either in its total amount or thc costs of servicing the debt itself.

The adopted Plan has salient features as enumerated below:

(1) Follow the implementation of three previous Five-Year Dcvclbpmcnt Plans, the
sirategics contained in which have been prdvcn competent and consistent.

(2) Focus attention towards achieving a situation of gradually recovering from the
unfavorable environment that is faced with a significant decline in oil prices leading
to a decreasc in the revenucs derived from if, as well as in improving financial
position of the State and its reserves. :

(3) Give top priority on previous investments realized in the form of production
programs, and related projects that have provided benefits since the Fourth Five-Year
Development Plan commenced during which major péu't of infrastructure was
Com’pletcd. '

(4) Emphasize the importance of two clements in the Plan, namely, "policies” and
"programé". '

(5) Give attention to planning concept at all levels and also to the availability of better
admiinistrative and technical structures in the development process. '

2.3:4 Target for economic development and current achievement

1) Econumlc gmwth
The Plan targets a GDP growth of 6.3% per annum on the average . rcachmg
RO 4,777 mllhon at market prices by 1995, The growth target of GDP by main sectors
set in the Plan is given in Table 215, which is enumerated with main indices as follows:



GDP Growth Target (at current prices)

Growth Rate Contribution (%)
(% p.a) 1991 1995

1. Oil sector: 4.9 43.5 - 41.5
2. Non-oil sector: 7.3 56.5 58.5
(1) Productive sector: 11.2 141 16.4
(Manufacturing: 12.7 4.4 5.6
(2) Services sector: 6.0 . 424 42.1

3. GDP 6.3

It placed emphasis on substantial growth of the non-—oil industry, parnculariy
focusing on the growth of mining, manufactulmg and construction industries, while |
sustaining steady growth in the oif and gas sccior, thus, projecting that the relative share
in GDP of the oil and gas sector will decrease from 43.5% in 1991 to 41.5% in 1995.
Whereas, the relative share of the non-oil mdustry sector will i mcrcase from 14.1% to
16.4%. In partlculal it is projected that the rclative share of the manufacturmg sector will
increase from 4.4% in 1991 to 5.6% in 1995 while that of the service sector will be at
42.1% by 1995, nearly same level of 42.4% achieved in 1991,

For purposes of projection, the oil production and oil price were assumed as follows:

Average Daily Production Average Oil Price
('000 BBL) (US$/BBL)
1991 690 18
1992 678 o 19
1993 682 20
1994 _ 677 21
1995 674 22
Average: - (082) 20)

_ "able 216 gives the achievement ratio of GDP in the last three years from 1991 io

1993 in c'om.parison with the target set in the Fourth Five-Year Plan. GDP has recorded

a growth over the target every year during the last three years with substantial
contribution by the serv1ce sector. The oil scctor recorded an achlevcmcnt higher by
6% over the target in 1992, after it fell below its target in 1991. In 1993 it was
considerably lower than the target rcﬂcctmg the cun‘cnt stagnation of the international
oil price. The international oil price, as shown in Table 2- 9, was lower than the
proj.ectcd price level in these years. Especially in 1993, the price averaged at
US$15.6/BBL, lower by about US$4.4/BBL against the projected price, and this
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resulted in decreasing the sectoral value—added by 10.7% from 1992 which is as lower
by about 9.7% against the target. In 1992 the sectoral value-added achieved a growth
over the target, since the oil production substantially increased despite decreases in
value--added of oil output due to fall in oil price. The non-oil industry sector achieved a
growth corrésponding to the target in 1991 and 1992, but it remained as low as 4.4%
against the target in 1993, during which the manufacturing sector achicved over the
target by 6.5%, maintai'ning a steady growth.

The current frend, as reviewed above, implics that the achievement of the economic
growth target set in the Fourth Five Year Plan would be dependent greatly on the growth
of non-oil industry -sector, especially the manufacturing sector; as well as the
development of new natural gas fields, while largely depending on recovery of the

international oil price.

(2) External trades :

The Plan targets to increase exports up to RO.2,229 million in 1995 at an average
growih of 5.4% per annum, amounting R0O.10,119 million of aggregate exporis during
the Plan's period. The target for threc major components of exports (i.e., crude oil
exports, non-oil commodity exports and rc—exports) is as follows:

1) Crude oil exports: increase fo R0.1,931 million in 1995 at 4.8% per annum in
average

2) Non-oil commodify exports: increase to RO.119 million in 1995 at 10.4% per
annum in average :

3) Re-export: increase to RO.179 million in 1995 at 10% per annum in average

On the other hand, the Plan forecasts increases in imports amounting to RO.1,543
million by 1995 representing a 9.1% per annum in growth average, resulting in
decreascs in trade balance 10 a surplus of RO.686 million in 1995,

Table 2~17 highlights the exporis and imports in 1991 and 1992 in comparison to
the target in the Fourth Five-Year Plan. The crude oil exports and other exports
exceeded the target in the period .co'vered, but the external trade balance resulted in a
surplus much smaller than the Plan's target due to an increased degree in imports vis—-a—

vis the increasc in exports.

(3) Capital formation
The Plan targets to achieve the capital formation at 19.2% of GDP during the Fourth
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Five~Year Plan period (Attachment 2.11), consisting of 67.8% share by the public sector
and the remaining 32.2% through private scctor's contribution (Table 2-7). Majority of
the public investment was appropriatéd for civil development (social structure and
infrastructure) and oil and gas development, accounting for 43% and 32% of the t{_)‘ta‘l
public investment respectively. As for private investment, the investment in the oil sector
and non-oil sector was projected at 46% and 54%, respectively. Of the fofal private
investment for the rion--oil sector, the bulk of investment was focused on housing industry
occupying a 32% share, and manufacturing industries accounting for 25%
Table 2-18 shows the achievement of the domestic savings and capital formation in
1991 and 1992 in comparison with thc Fourth Five-Year Plan, In this period, the
domestic savings have remained at a level far below the target. As for the capital
formation, the achievement in 1991 resulted at a level occupying 95% of the target,
because public investment remained correspondingly at 85% of the target. But in 1992,
it recovered slightly over the target for both public and private sectors.
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Table 2-10 Structure of Non-0ll Exporis by Main Category (%)

1988 1991 1992
1 Live animals & related products 39.5 269 213
3 Mineral in‘oduc!s 4.6 10.3 i0.0
4 Products of chemicals & allied industries 2.1 5.0 48
5 Plaslics, rubber & related producls 1.0 26 1.6
6 Textiles & related articles * 13.6 18.7
7 Bascmetals & related articles 327 23.4 20.3
8

Other products 4.1 4.8 7.9

7 Indexof & povalue(1980 =1) e

Source: Attachment 2.7

Table 2-11 Structure of Imports by Main Category (%)

1989 1992 1993
1 io?;; live animéls beverages, tobacco, vegetablefanimal oil 197 192 184
2 Crude materials inedible excepl fuels 0.6_ 1.1 1.9
3 Minerals, fuels, lubriéanls & related materials 2.1 1.9 31
4 Chemicals _ 58 53 54
5 Manufactured goods | 20.2 16.7 156
6 Machinery & transport equipment ' 36.1 43.8 43.3
7

Others

Source: Attachment 2.8
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Table 2-16 Achlevement of GDP In 1991-1993
(Reference to Target in Fourth Five-Year Plan)

Achievement Ratio (%)*

1991 1992 1993

1 0il Sectors 08.5 105.8 903
2 Non-oil Industry 99.4 1060.2 95.6
— Mining 733 813 44.4
— Agriculture & Fisheries 106.7 99.3 92.3

-~ Manufacturing Industry 98.8 99.0 106.5
~ Flectricity & Water 114.5 113.6 90.5

— Building & Construction _ 91.7 99.5 92,6

3 Scrvices Sector 108.0 115.2 118.2
4 GDP at Purchasers' Value 103.3 110.0 103.7

Note: *Ratio of the actual figures against the target figures
Surce: Attachment 2.1 & Attachment 2.10

Table 2-17 Achievement of External Trades in 1991 & 1992
{Reference to Target in Fourth Five-Year Plan)

Achievement Ratio (%)

1991 1992 1993
1 Export of Goods 102.9 111.0

- Crude 0il Exports ' “100.7 105.0 82.6

— Non-oil Exporis 97.5 109.0 125.5

— Re-exporis 1353 187.4 216.2
2 Import of Goods 116.8 125.6
3 -Tradc Balance ' - 81.8 87.1

Note: *Ratio of the actual figures against the targel figures
Source: Attachment 2.5 & Attachment 2.12

Table 2-18 Achievermnent of Domastic Savings and.
Capital Formatlon Projected for 1991 & 1992
(Reference to Target in Fourth Five-Year Plan)

Achievement Ratio (%)*

1991 1992

Domestic Savings 78.5 88.9
Gross Capital Formation : 947 102.6
- Privatc. _ 117.3 103.8
— Public 84.7 102.0

Note: *Ratio of the actual figures against the target figures
Source: Attachment 2.4 & Attachment 2.11



PE6T “UROMING [eoNsnelg AMIOW 14661

E661 “oog Iea K [RONSBAIS ‘ZA61-6861

veld 1moTdofeas(] 89 4 SAL] BUINOT IHEG1~CLET  1SIOMOS

[BUOISIAOLJ » 910N

1€7°%

9l¥'y  zey'y  BISE IS0 9267 €O0'C 00T ¥SY'E S¥0E 0T 197 16¥T €90T 06T L¥6  i¥6  ¥88  TiL anes staseyoInd 18 Jao ¥
w8 oF ge 0¢ 0€ iz Lg e € (s st 11 6 L ¥ ¢ ¢ 0 seun( SWosny PPy
8-  S6- €~ I- 8- U~ U~ - W 09— 05 ¥ 6~ S~ 6l ¥I- g~ T~ & s201ateg Junjued parndi]  5$3F
0Ly 69%y  LLE6'E 0PI E8T'C 8967 Lp0C SERT LLPE ELO'E 89LT E¥9T 6IST 6L0T TOET LS6  $S6 068 SIL saoud sevremt e 44O €
IEET 9TTT TOLT OI6T L¥8  2I8 9L 908 098  Y9L  #99 919 6CS Wb S T vz 98L 06 soo1ATag 590 —

668 ELL 09 659  6¥S  SES OIS 96F 8y vTb 09 <08 1T S6T  sET 60T 06 69 € $30IA108 OWEIDAGY —

0L17 6667 ZLL'T 699°T 96ET LYE'T 9ETT ZOET BEET SSIT ¥EOT IT6  06L L6S g8y IVE  W0E ST el S10192G 90113 T'T
831 181 ST €21 901 921 L€l 1T T ST L8T QLI S¥L 8Il @ 193 8L .68 9 uononnsue] B Smpang ~

s L9 £9 0 it 9% 44 oF Lg £€ w o 61 91 i1 [ 6 9 Z ToTE A 7§ ANCIIOOIE

0z 06T 89T ¢St Lg1 €T 11l g0 @8 16 L9 or 1z ol rAl 6 L v z Ansnpuf Sunmoeiale ~

15 15 & 23 9% g€ 8C a 43 &z 17N 4 st 6 8 L 9 9 SoURUSLy ~

€6 £6 58 £8 8L L 9 85 L§ S of or LE 1€ £z i Al i armymoudy —

L €1 181 4! L1 1 8 6 6 L 9 14 € 1 I I 0 0 0 SuN -

5T9  s6s  O¥S 18y  SZ¥ €€y 90y 69F ¥ Shy S 10 SST  £0C  0SI €Lt 8IT  LIL 56 siopag Anpoumioy 17
96LT $65T TIET OSTT 1ZRT 08LT THY'T ILLT TORT €91 68ET ZITT SHOT 008 €8S v T2y TLE BT 5101008 HO-UON T
19 39 08 iy St 44 £ 6€ o€ vE 9z 61 81 z1 9 4 0 0 0 se) TesmieN T
€167 0Z81 6097 p6T LIFT I Z9ET STO 6E9T 60V1 ESET TOMT 9SHL 9T ElL U6k €65 IS LS BO#PMD 1
CPLI9T SL8'T 689D 0667 TOYT  8STT  SOYT  $O0T  SL9T €YD GLET ITHT  WLPT 6LET 61L - €6 €85 8IS L8Y SI010S YO T
6661 - Z661- 1661 0661 6961 9861 LS6L 9861 S36T v861 €961 7861 1861 0961 6L6T  SL6L  LL6T 9L61  SL6I

{uoim org )

(661 - S/61)
SN WaINS-ANARDY DILUCUOIT JO pUlY AQ 1anpoid SHSalLo(] S50 L°Z IAWLIENY

2-~-29



. 300f Tea X [eCRSIIEIS 190MmOg

0LRT 189 1S¥T  68CT  TITLT S60T  SLTT  ETIT 08T S8STL L9ET $TTT LWOT 486 s anfea s1eonpoxd 1 4D ¢
9 (A LT Ll o1 91 Ve iz 0sg'T 91 4 8 9 9 ¥ ‘Senng WSND PPy
8L~ 8L- 001- Lo- g¢- 85— 09— 36— £5- = Sg~ Ze- 1Z- 81— PI- $ATIRYD 20tarag Buniueq pawmdury ss2y
TTE'T  E¥LT  PST GEET  HHTT  LEUT L1TT ST BL8T OI9T  T6ET  OSTT ZIOT 666 L56 $901d 1B IE JUD €
18 §94 169 509 £5¢ VES L1g Lig €09 66¥ LSF Z8¢ 01g 9¢ CET . SIVTAIOE ABALLL =~

0Fe 60€ 8T LLZ £92 092 6£Z 81T 9€z 0T LLT GLT 34" LEL 601 SIDIAISE TUATIHIIACS —

LSTT L0 EL6 788 oc8 Y6l 958 $T6 148 £0L ES (433 1454 66€ I¥e s10ag 901AT0§ 7T
691 §ST gl Iit 6zl e 9EZ 6ET iz SLT (448 Lot 16 §i T wononusto) % Juppag ~

Ll 831 LST el Stl £6 8L ar 84 0e 9z - 81 L1 143 A 1B 7P AOWISTE ~ -

E28! 111 101 a8 L8 ¥8 8 €3 9 8E ot 4 (43 01 6 Ansnpuy Supmiosinue —

o1 LT 8L 0z It v L1 Ll L 61 Ly sl gt 6 8 SIUaysLy -

8 L8 8L SL il £9 9 99 €< Sy LE 133 ¥ 155 £Z ANYMOUFY ~

(4" 11 3 01 6 01 i il 6 L £ A I I I- Sunmp ~

1.8 58 8L¥ Sey by Ly o8y For Lo¥ ¥le Ve 861 0Lt 0%l £zl siopag QIpowo) 17
gTLT 9T Syt LIET 66T TIZT. TPET 6BET THET LTOT 683 0sL Z5 6ES ¥y 5101205 TIQ—UON £
% T 2z iT ig 0T 81 49 €1 01 L g § ¥ T s20 TeImeN 1
891 1017 1467 00T #L6 Q06 168 592 £29 £3% S&¥ 1414 A% sy 16¥ o epnd 11
$6IT  STI'L E80T  TTOT §66 9T6 €98 SOL 9c9 €65 08 00s SEY 09y £6b 810138 IO 1
661 1661 0661 6861 8861 L3361 9861 £86T ¥861 £861 2861 1861 0861 6L61 gL61

(o "Og )

(2661 - 8261

$301id WEISUOD 826 1- AHANOY DIUOUOST AQ 1ORPOId SNSaWIed SSOID  2'2 JULWLIR)Y

2-30



Hoog Tea [EONSHEIS 190IN0g
-$32015 Uy 23uweyo Ferpniom NONAWMSUOD [V LA #  AON

LIFY - LI6'€ IS0% I£TC 96T 00T Q08T ¥SEE SEO'E OpL'T PIST 16T 90T Q6ET b6 Lv6 | v88 2L - S9mRA SISSYOIING 18 4GO
[ S V2> 568 &P5 6.7 $65 . Lip— P> 4 98¢ 1T¥ L6E 099 4y wT is €7 e 0z1 SIVIAIAE P SPOOH) JO 22Tereg wodmyodxd 1an
708 0I¥ 80¢€ 6T £5€ oor 789 70L [453 08 8% 06¢ 50¢ S17 981 612 05T 802 Ageg —~
6¥ 152 172 761 8sT o1 ovT 554 92 L0Z ST v6l [+ H AN T 0L L5 0s orEAly -
152 199 4 i 319 #95 868 £56 £16 LEL 0L ¥8< 99% 98e BT 682 L1€ 85T mopemeg TRIde) PaxL sl g
SELT  SGET  SPST 9L 956 ¥16 676 86 808 8L SuL 559 66y SSg Uz 692 12 A . onqnd -
9L¥1  SE¥1 180T TOTT 0811 0%6 0Z0'T ST 8%5 708 6L 165 LLS L8 01¢ o7 18% S1t . @) eamang -
1ITE 0887  G29T  $€L'T  9cIT  wHE'ET 6RS'T  POUT ORL'T 28RS 018 LT 9.0T  TED 785 444 Ty e ~ uopdmmspog ey 'Y

N&w_aa.o&ﬂmmﬁmmahmawm&mwavmamwmmmwa528%&2&2&2@aﬂmaﬁ _ _msu:
(o O % SIEN) _ :

(2651 - 5L61)
S391i4 JUBUND~SNJBA ,SISSEYDING 1B 3ONP0id SISIWOoQ SS0AH Ue alnjpusdxy ()) £2 iusuiyseny

2-31



Roog Ieaz [EDUSHIZIS (951008

CETWT 0TI6 | £00S . wrRET v200T . 0THS

0'79¢ . 0'79¢ - L'T96  L'T96 - 297¢T  §97ET - COPEL  OvEL - AIMORNSRIIU] ¢
1402 9091 6% 986f  RINE 896 (A i1 -3 TERT  SI91 152 sLWO 7T
$E5T £12 1ZET LS9 5§99 7661 SISE 986 628 AL VAR A 1 O°LRY BulsaoH 1T
$09c 6181 98l £P99  €89¢ 0962 L9916 0'6¥S  LL9€ PO0y L6881 LO0IZ SI0109G $A0IAI3S T
105 15T 65z 70T 18P €L T00Z £ 676 1’8 £0¢ LY SO €1
$'ss <o 6P 6811  §5T T'E6 FOLT  S9L 666 9L 69 169 Suumpeynuzy - 71
TP8S  $9EE  LUbT 1€60°T  §L65 US6F CELOT €960 OLLS LTTP ¥STZ  £L6l SEO WO 'L
689 T89E  L1T€ PLIET VIO 0999 66¥PT 1089 869 S9rS - 9T9T  TYRZ $10109S 3ARINPOI T
=0l 1904 ‘g oL and g ol [gad - lad 0 (el [ang 1ad

76/1661 06—9861 - €8-18AT . : 08-9L61

{woNne "y Muf)
Aianoy oiwouoa3 Jo sdA} Aq uoieuriod jBudesn ssun (2)8°Z Wwaliyoeny

2--32



soog Ieof [BOOSHELS [30Im0g

EV8'E . YeY'E TEYE STRT 0IST TTLT HOYT SSOE  S69'T EYPT 9LET 96T ISET ESTT 988 LI8 . 9EL  LBS (1) (N} 1onpolg [EUOTIEN SS015  §
€Vl ST 8Ve. 781 TSl TeC ¥81  L8C ¢l yIE  USE  SOF  9LE LSE §9T  GIE  $SE LEE  (1/S) QD 0 SBumes [UONENIC % L
€UT $9T TSE LOE  OLT 986 YOE  TOv LTy €TF T G6F S €9 §3 95y £ VIS (1/6) dAD 01 sEWeS oNoWOqI0 % 9
TE9 P19 90CT i8S ¥8E 8.8 SIS 166  6¥6 198 998 600'T SLL 19 ¥ST TOE  HIf EC (-¢) sBuaes [eomeN S
vL& €Ty 61 S0 90y 18T 9Eg 666 0SE  L6E  8€T  SEE  UIE  LEF  ITE (0EF  -gvE  SEF {SIopsuURLL) Suscou J0eg 1N
90TT  Le0T STFT €66 06L  6SU'T IS8 06£T 66C°T $STT wOUT wCT L86 865 S$E  TEF 9% BLE (1) s3umeg onsawoq ¢
112 0887 797 8ETT 91T WS 6¥ET  P90T OWLT TEST OIST L#ET 9L0t 769 T8S  SIE TTv b uoldurasuoed [BUL [BI0L T
LIFy  LI6€ IS0 TEZ'€  926'T €00t 08T VS SPO'E OPLT VI9T  I6Y'T £90T 0621 L6 L¥6  ¥88  CIL sG] SseRInd 2 'd'dD 1

7661 1661 0661 6361 9861 .61 9861 S8GT  R6L €861 T96T 186 0881  GLET  BLET  Li6L  9L61  SI6T
{vorw Oy A

(T661 - SL61)
sfulaes jeuctieN pue DSl ¢ Jusuiyseny

2-33



PEGL HPIEW “UBsfing A[1oeny) urw() o Yueq [enuad

Z661 ¥ 1661 “§0Og T X [EOTISIEIS :$90Imog

&b 122 LET 8€T LyT~ 7L S67- I- §z¢ (9+G+p+c) soURIEg [RIOAQ L
L11 85 FHi- FE- A 117~ cez- £81- 1z~ SUOISSIING) % SIOLE 9
- - - - - - - - 1 SUOnESONY 4ds §
o1 251 £57- 1 001 [ UT 76 7z rEuded 2RO 7%
£¢ LS 129 £ +E Al 1< (A 0 WIDUSOAUT 102110 T
67 [ 661~ ¥ per £~ £ze ad 43 1600V [ede) U0 souefeq ¢
L11~ Ay 08y 821 621~ 92t €8¢~ 8¢ £62 (7+1) 19n000Y BN U0 20URRY €
£51— ov9— 796~ 9zZ5- $I5- 195~ 96t Lis- £76~ "(3ON) SIRFSUBLY, HIBALL] 29 SOOIANIS T
005°1-  6LT1- 90T~ 016- 006~ 9%L~ 086~ 79T 1- 8i9- (319) suodut oStpURPIOWN  Z'T
0ss 92 oL1 2971 ST 21 Y1 0z1 05 SIG —
9841 6791 Th6'1 96£°T 0ET‘T 6£€°T 186 L6ST 21 spodxs 110 ~
9£1°7 £LR1 RI1°7 21 SRT1 £Op'T £60°T LT +6Z°1 (qoy) suodxs asipuegoray 1T
99 +65 FO°T ¥59 $8¢ 204 €11 [y 919 aoueeg opvil I
7661 1661 0661 6861 8861 L861 9361 $861 0861
(o ‘0g Wun)

sauARy JO aueieg §°Z JUBWIYIERY

2-34



66T UDIEW “UNOYNG [eIBSHEIS ATHIUOIW ‘Z66T % 1661 “Ho0g T X [eonsnelg $0In0s

1o pauyal Jo suodxs Fupnexd (7.
o0y Azownjey UEWQ Wox S10dxg (T, S90N

w685y 8IBCTY T GLLE0T £02¢ §TTY @6 V65T U 6651 £661
1989 (A2t £5e1°T S'EST L'96 T°68LYT 6t 8SHLT 7661
§5H9 18221 EELET [ B30 6L L6791 9vs 1'SLST 1661
S'¢R0'T 670€0°7 Po1IT #'LOT 8'89 70¥6°1 €S 65881 0661
0’569 6°098 67951 Z101 £99 T'S6ET 88y . PORET 6361
OShy ¥'ors 1621 126 679 $9ETT LPE LI0TY 8361
8L L00L 6'78Y'1 698 08¢ 019¢T 0ce 0'82€'1 LB6T
8502 L9156 [N AR 1'g8 997 010'T 867 186 9861
7’689 6'380°T I'8LL1 PLe 6CC 8'L59°1 805 0°L6ST £867
£8LS 766 §LZGT £'601 (A IRT - 0I0FT »261
£909 - 67098 TLOYT o1y 901 9°9pET - R £861
£009 £926 .m.mwm,H £601 L'L 96011 - w.mo..v.ﬂ | 7861 -
£1€8 £06L 87291 G688 £9 LA A - 6T T 1851
£'969 8568 SH6T'Y N} 4 9 9PETT - opyZt - . 0861
62T €97 6wy - 't . 188y - 1°88% SLel

sizodxg (onsewoc]) 0L @ O PUYRY 1o epnID
oMMMWMm syrodwy fe1o, muomxm..o.m [lo-TON © - {onsawogy) I
spodxy

(worgri "Qmy sy
(2651 - 546L) SpeAL [BUJSIXT O°2 JUDULIIBYY

235



suardaians 36 AUSTUTIY 2 justiedo(] SWOISTY) 133IN0g

€1L96  B90'6L 95889  TLS99  v6RTY [eloL

€19 9zg'E 9’ 0IEE €557 ("D°FN) s1apoxd 1mo 01
0EY'61  SLYRT  18T0T  TOEWT  TLSOT 102121 L SOOIV 7 S[EIAA ased 6
Y90'8T  09L0T  TTEY S 6 FOIA, SAPIXY P SIMIXAL 8
$55°1 180T 978 655 879 JOI, SAPNTY % J9GQRY “SOBSELd £
£0L%  PSe'E LORT  EPRT 1187 SOLUSAPU] PI(IY 7 [BHWSLS JO SjOnpoIq 9 |
6996 P9I €8T 86TE 006 _ SI0POIG [BIBUIA S
£29'c €90°'c IS8T 0 1TI'S H06'c Joazoyy, sponpold % 030eqo] ‘seferaAag ‘synIspooy ¢
18T'c 6¥2T U9 5 L S[E0 % SiBd J1qEBIA 10 [BUIIIY €
§80'8 SPTS Op8S 0P ShI‘g syonpoig ajqeedep 7
LLS'0T - TSTIT  TIIVT vb9TT SSEYT JooI2Y, S10poIq 7P S[EULKY SALT 1
661 1661 . 0661 6861 8861

(000, "0 Mu)

(s1iodxa-ay BuspnoxXg)
suodx3 [I0-UCN disawog 56 aNlEA L2 JUsluyoeny



Tuatriredacy SHOISNY) 192IM0S
‘spotiad snolasid 1o] (2451 dnosd atfl 18 sapres Jo Anpqrindinos proIq UIERIUIRLY
01 padnoiFal uasq oARY EIEP ‘SoP00 {*§ W) WHISAS PISINOULIEY UG PASEq ST HONEIFISSER [ Q6T WoL]

LTRISST  pYT6E T £80°RTTT  VI60SOT  6V6'L98 [eloL

PE0'69 S96' vt §S5°LE 6999 OPERT . SIYMIS[H POLISSELD JOU SUOLRSURLY, % SANIPOLIUIOD) (T
QISHTT  96ERTT  SYSOIT 61901 895'SOI SA[ONIY PaIMOBNUBIA SAOIURIIISIN &
969'S8S  OSTSED  9STYIS  06STLE  SHLEIS siawdinby Wodsue], 2 Aauige g
950'0v7  LIETFT 610067 BOSGST  €80°SLI | SPO0D) pAURIEIAUE [
05798 SIT'LL 60069 $06'6S $01°08 Sfesturdayy) 9
LYE'S 08¢, 79¢9 88'c LLTY e B 1O 2AqRRTIA P [PwIUY §
128'8% €6LLT $€0'72 EEPTY 05581 S[ELIRIEIAl PRIR[SY 7y SiueoLqny ‘S[ang ‘s[eeup
796°67 606°ST 80111 8LT'S obE'S s[en 1da0xF a[qIpeu] S[ELRIE apar) €
Sw.mm 199°88 6v9'6Y 6£6°61 £65°L1 | 003BQO], % $9BEIAAY T
IHE'68T  BLPTBT  SHETLT €SEBWOL OFbepT _ __ S[EWUY 2AT'] PU® poog 1
€661 7661 1661 0661 6261

{000, ‘0¥ 31Uy

suof1oas LIS Aq spodw| papicday jo anjea (1) 82 Wusunseny

2-37



Noog Ieax [BONSUIES 90IN0g

LOSHOPT 6L9°15T PrEPLE 157952 ¥88'ST vLS90E - 597681 . Te6l
££2°061°Y 865661 L88'E5T 8PSLST 68802 168282 090°9L1 1661
LET'P96 8€6°SST 120°261 £9€'eLT 60L°0% TI5°LET SSLP9T 0661
$86'SE8 062071 .omwdﬁ 0TF 181 869°91 IP6'S61 . 686°IST . 6361
08P T6L £86°871 0TETHT 6ILTYT SLL'TT 96£°LTT €698t 8861
655089 I¥£'66 168811 10€'orT 67P0C 0LO'0ST LPS'SHT . L86T
196688 €85°9€T 866711 | L8T'SST ZeT'eT - S08'3TC 980°TET 9861
899°090°1 01Z'8LT 68878t 650657 PERY1 ££6°862 165°L21 €361
L91°206 - 956'0rT 9zs9LT 155°L8T ¥LT'61 0E¥°6¥T DEFZTT 7861
0£0°0€3 90y vl 699°012 140091 7811 85TYIT ¥BL'801 £861
688°L68 $€9°L01 1S8%LT YREVET  BT6'E6 008972 16Z°001 Z861
£18°V5L STOT01 . E80°LYT SpLisel £10%6 IST06T  ~  96LS 180T
10£28S 650°L6 €8091T 116'98 98579 OLL'6ET 068°LL 0861
| $O110559998 2110859008 %9 : sorddas -
. soBeraaag %
Spoon) % sued sped ‘quowdinby syuestIqny [eLIsapul
18107, : . pooy passasoxd SI1BI X
J9BINSU0T) 2% uewdiabe fendes 1Mo % S[ang passasoid
: ¥ AlRWLIg
vodsuexy % ATAUTYIRH - Kewtig :

(morfirur QY )
AioBaien uiep Aq suodw) paplogsd  {2) 82 Juswyoeny

2-38



upa{[ng [ROBSTIEIS AYINOIY S00g FEs K, [RONSHES S30MOS

T60Z-  LLTS-  EEI~  T08I~  &¥ST- 60 . 00 ot et Ui~ S+ §1ZI-  §'8EI+ (0 SWNOOSV 1a0D WoSUE(D N £
¥eeTE 08t T8~ 89T~ OSII- FIETH ORIy $TebE 396+ §LT- 668 - ¥RS- ST £Riz- JYUDS WOL EAEIDUIM 19N T'E
&Lz~ veL- 9% 069T- 0Pt 618+ S6F-  9SITF oY T §EETH  SEITE LS5 00T+ Togt FULMOLIOE 19N % SWEIG T'E
L%y §8LS- 08— STET+  LTBI=  L6IE~  QL6— . 0°999—  TTEI-  Tiye-  TERI~ U6~ ESTH  T'RET+ (~)oeq 10 {(+)snidmg £
9'¢g 6y FEI $1g ¥PE 65T T8 g0y Log 09 53¢ SLy b6t 16T 101005 BrEAtg 01 Moddng 4T
&Ly Iy LT6E 8582 €0 © TO08C  2'9TE. YTES LEES  L'99% ULLE - TSEE vLIE L9 dxg wowdopasq €7
2'T56 §7096 L'618 8'L78 $09L 0'Z89 S8¥9 T8 0865 TLOS o0k . 6'88E IS TTL “dxq jusLImy) URIfALD T
POEL 8LLL £E49 £yl 9009 T'63S 9'E8S  ¥'S99 PR TEIL L0 €185  61E¢ g's0% Lumoag [evonEN B PUYIE 1T
LLSTT L8ST7  T'898'T U881 ®S99T €495 TB0YT  ®OBRT  ERTET  E09LT  69YST  STIPT  §EIZT 86K anrpuadyy z
S09E €Tt 958 088 90FT ST TBLL  GHST S6TT  THLL 9L T66 L'3TT 8L SnUsARI WD €T
9'gS T'E8 g8y €08 sy Ty 06 6LE L9g PyE 0z 6’81 151 2 S o T
6TOET WL LSIST  9IGL'T  PLEIT  9'E66 6¥61'T  6'826 GOIS'T  9WOET  SLLZT LSIZT ETPET  §S60°T : o 1t
CLILT  TOSYT  TOSST  E6S0T  UESyT  SLTT  TTIST  S0ET  TOLT  CEIST  ®ECHl  SEEET  TELl. GLSTT SINUBATY I

66T 2661 66T 0661 6861 2861 L861 9861 £861 ¥86T = €86l " 7861 1860 036t
(OCIe O d 7o)

swiel Jofew AQ PaUISSED 2InjpUadX B SnUsASY JUSWILIZA0Y) {]) §'2 WawyoRRY

2-39



0L

1608

vir

[ 544

0og

POLS

09EL

6809

651

2895

¥Eis

6'La¥

614

0'0s¥

¥t

'ove

L%

[

0EL

T'$51

2ZE - 00 00 00 00 JUSINWIAA0L) 3 O SUROT JO JRewAeday 7
SOVT'T YELY'L 88Tl UE9LT TEIST FEEET TBLKT 7769 €S §0IS LL8e $30MOS [P WO SausdY |
ST §991  SEEL  T6LL 6001 685 €8¢ g€ €52 U1 76
§8 S0 TST Y6l €I THL 98E 69 .65 L9 8T SMSIISS AU} WO 1SIBYIE
€L TIT 0% ¥9T VO $IT ST s 09 6% 1z soxe, smoon] areiodion
96T 69T 0L TIp  9IE Lyl gt oL 9 9% 50
Ty O6E 6LE  L9E  ¥HE 681 TS € 8T 00 oo
9'€66  EVET'T 68I6  DOIST 9P0ET LSTZT £ires S¥E9  LLSP  TISY T'eLE
9861  LB6T 9861  S961  ¥861 7861 1861 6.61  SL6L  LL6T SL6T

{z/1) sway Jolew Aq payisseld inUPUadXg aNUIASY JUBLILIBACY {Z) 62 luswiyoeny

adyy jusimdoreasg

SURCT JUALNTIZAQLY TIO 159330

:dxg eIy UBIIAT)

SINIRN UBIfIALD 30 S13afolg
UCTIDONSUC) o -dxy woemdopasq

2-40

amgrpusdxy Jmann)
-dvg Jusmdofzasg 3 WIS
soxmpuodsg @




09 09 [ Q0
(41 £y £ig -3 %)

87 [ ¢ (R

T7L*
Lovle TSLi- 818
§RIZ+ OECL+ LL6Tr FSTWH §S6L+ OTEL QO+ Q68+ 099  SORE TR LTS FRST  0b9+

§81+ LT+ €0 8- 8TLE QS+ LI+ 008+ TEEF L GISH Lo+ LT6t O8I+ oL+

L6

o
I oe
(Hrd G4 TL 06 oy 8

00
sz - - - - 00
79 - - - - 00
_ - - o0 00 00
gL L0 €1 §T 9T L6 90 00 00 00 00 00 0G0

50 00 Ga 00 o] 0o 0 00 00 o0 00 00 oo a0

predey wma, Suory
PasIngsI( BUAL WNIpay % Suory
SUROT

(ND swRLEy 1T
1G9 Funaajy IO SUBA 1
(6-£) () wogaq 10 (+} sadrag 1

sastadiauy uSiaiog pue oo
W vonedivhie] 7 SUROT WAUNLAA0S §

SASYSL] % K3 10] HUBd URRID
xﬁmm wowmdoprasdg GeEd

Fueg JUSROH WRWQ

LI01508 232ATI O SUROTY TRUOISSIOTOY)
uoLlezRIID

[2007] % [eHOLFYY ‘[RUONELIHUT
. 101098 [elnSOpU]

66T 1661 0661 6861

8861 LB6T 5861 S86l 861 £861  T961 1861 0861 6461  BL6T  LL6T  2L61 SLHT

101998 91eAlsd o) oddng

(monas "0 u}

{z/2) swoy jolew Aq pellssEl) cunlipuadiy onUaAIL JUBILUIBACY (Z) 62 JuaydeRyY

Fursouog 18N 2T

2 - 41




.. VBT 182 K ~9ALY TUROY 501008

605y

LLLY 097 7207 T6LE snjea sxaseipIrg 18 IO
or 6€ L g€ vE ST WOISHD PPV
LET~ I£1- £2T- STt~ 601~ §291AT0g Suryueq pajaduwy sseT
SLY® 1097 9FeY Z0T% L98°€ [EI0L €
YAt vZZ'Y £p1°1 L90T 66 S30IAIRG ARALIT ~

ThL L1L £69 699 9%9 SAOIAING WAWILIDACY ~

v50'Z 161 9€8'1 9¢L'1 0p9°‘1 SI0IAG WIAS 7
67T §TT £0Z Z81 891 uoponIsue) % SWplRg ~

€L 29 £9 65 59 Istep % Aoty -

§iT T 91Z 261 0L1 Ansapu] SuLmornue —

3 %3 67 sy 18% SauIAYSIY -

1Z71 ¥11 £01 001 6 AMOLBY -

[ 0z 1 91 <1 Suiy -

661 ST 959 65 279 §310j008 AlpOUIWO) [T
£48°7 9997 Z6¥C 0££C £81°T - S10192§ [I0-UON] 7
1L <9 09 5§ 15 sep [ermeN Z'1
056°T 0L8°T PEL LILT ££9°1 O epm) 'Y
1202 SE6'T 58T TLLT 89T $101095 10 1
S661 9661 £661 7661 1661

(uoryiw *Q g “NuN)

(uejd t22 A ~2aAl4 YLROS)

Saoldd JURLNg ~ SE6L ~ 1661 10} pajasioig H.ozuo._m D1ISOICE SSCID  §L'Z JURUYIERY

-2~42



UeTq JB9X ~0AL] YUNO 190IN0G

foLETL 6551 €851 LIt LSE'T 1Zel (1-t) sBuiseg opssuioy §
0001 | 09€iT | LY - 605 09 720y 26 anfea steseyomad 12 4a0 v
A I S S - R 3 o SRR > R4 & stodur] isser] ~
w0 § pET 1212 8207 6261 0781 swodxg -
0r'E 8.5 665 519 529 £29 aote[eqy podw] / PodXg 1oN €
L osut 99 £09 €55 b, vsp ofqng -
L 6Ig se€ 187 6+2 ove 1z SeAld ~
761 L60% 186 588 208 8L 859  woyeusiog [ende) $SOID 7
oSS | 6T €51 PUIL LLOT 650° atfang -
P9 L ST £L8°1 7 S (A sreally -
€271 817°€ 9z0'c €987 £99°T ILY'T uondwWasuos [RULY T
3% | moyL 5661 7661 <661 2661 1661

(wornur "o g Huy)

£801dd 1UBLINT — G561 — 1661 40} pajoalodd ainyipusdxg jeuoneN

(ueid Je0A ~ DAL YUNOL)

1 1°¢ Jugilijoeny

243



vl 189§ —2AL{ UHNOL 130ITOG

G- 1€ R raAl 651 WNOOoY JUALIn [RUIAIXT JO souefed
685~ 9%~ SEp- 1iv- 08¢- SIOWIO M JO SIJSTELT 30N b
{6~ a01~ m@,... 6~ 84— JUSLHISIAU] WOLY SWOoU] JaN €
301- - LOT- 901~ S01- £01- S301AISG JO QoUeTef 7
£PSY 9IFT Z0¢1 $61°1 S60°1 spoog jo suody 71
6LT £91 ral <21 XAl _ spodxe-2y -

611 801 36 58 18 SPO09 Jo suedxy R —

1£6°1 1681 LLLT DOL'T 8191 spodxg 10 9pI) -
6727 2217 €T0T ¥76'1 1781 §poog Jo wodxg ']
589 90L 174 052 o7L apwiL JO SouRfeq |
S861 661 €661 7661 1661

{worrru O Hu)

{ueid Jeaj ~ @Ald Yunod)

S661-1661 10} PO100I0Id JUNDDDY JUALING [RLISIXT BU} JO B2UBIEE  Z1°Z JUBWIYDRNY

2-44









3 Indusirial Seciors

This chapter analyzes the current state of industrial sectors in the country in an attempt to
identiﬁ) sew development and growth opportunities. It should be noted however, thar detailed

characteristics of local industrial subsectors are presented in the Annex 1) .

3.1 Generai
3.1.1 * Industrial subsectors in Oman

Promotion of the industrial sector in Oman has become full-fledged under Royal
Decree No.1/79 (Organization and Promotion of Industries) issued in 1979. During the
First Five—Year Plan period (1976 - 1980), various food processing plants, including flour
milling, production of dates, and processing of sca food were constructed under
‘government iniiizitiv_c. Also; cptlstmétion of large--scale industrial plants such as a ccment
mill, a copper smelting plant, and an oil refinery were commenced.

‘As a result; the manufacturing sector that used ﬁ) account for less than 0.3% of GDP in
1975 started to grow in the 1980s, by 2.3% in 1985, 3.7% in 1990, and 4.3% in 1992,

According to 1992 data, the manufacturing sector accounted for 32% of the non-oil
production sector which also includes mining, agriculture, fishery, utility, and construction.
Between 1980 and 1992, the sector recorded an annual average growth of 22..9.%, far
exceeding the growth achieved by the entire prodiction sector of 9.3% and 10.3% of the

non-oil production sector.

On the other hand, capital formation in the manufacturing sector has remained either
more or less unchanged, or showing a gradual downturn as follows: 4.5% between 1976
and 1980, 4.5% between 1981 and 1985, 4.0% between 1986 and 1990, and 3.9% between
1991 and 1992.

The initial stage of industrial development was led by the government sector,
explaining why 43% of total capital formation in the manufacturing sector came from the
public sector between 1981 and 1985, _Then,'partially due to the decline in oil revenue, the
public sector's share dropped 10 21.7% between 1986 and ];990', and 11.7% in 1991-1992,

1) For the purpose of industrial sector analysis in this chapter, the ISIC code is used for subsector classification.
However, since the irade statistics uses HS code, the import and export data were recompiled according to the
ISIC codes for the study purpose. : '



3.1.2 Investment trends

Table 3-1 shows yearly changes in industrial investment by subsector?) . In terms of
the amount of investment attained in each of Five~Year Plan periods since 1975 when the
industrialization process started, recorded investments during the second and third (2nd
and 3rd) Five—Year Plan periods have been most brisk. Tn 1991 and 1992 which is the
first half of the Fourth Five—Year Plan, annual average industrial investment declined
sharply to RO. 16 million from RO. 35 million, during the Second and Third Five-Year
Plan periods. _

Looking at investment during the Second Five-Year Plan period, non-metal mineral
products stood out with a 55.5% share. This is attributable to active public investment
made during the period, which in turn spurred investment in construction iaterial
industries, including cement and aggregates. The chemical and petroleum sector received
the second largest investment, accounting for 30.6% of total, as a result of government-led
investment in the petroleum refining sector during the period.

During the Third Five—Year Plan period, the largest portion of industrial investment,
51.1%, went to the basic metal sector. This reflects major government investment projects
in copper smelting (1 company), and aluminum products (1 company).

During the first half of the Fourth Five—Year Plan period in 1991 and 1992, industrial
investment declined sharply due o the cessation of investments from Jarge projects for
basic industries which had already been seen in the period covering the Second and Third
Five~Year Plan. The investment in the food and beverage sector recorded a relatively
steady increase even in the Fourth Five-Year Plan period, while that in the textile and
apparel sector remained more or less unchanged from the previous period. On the other
hand, non—metallic mineral products, and chemicals and chernical products received less
investment, but continuc to hold relatively large shares, 18.2% and 17.0% respectively. In
the non—metallic mineral sector, investiment in construction Iﬁatcrials cbntinued due to its
demand for private building and housing construction projects. This partly compensated
for the investment decline in public works. The chemicals and chemical products sector
kept momentum with the production of plastic bags utilized as shopping bags, the demand
for which was due to the changes in the distribution and retail industries.

3.1.3 Size distribution of industrial establishments

Table 3-2 shows the number of establishments by industrial subsector and size of

2) All the values are expressed in current price basis since no data is available in reat terms.
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capital investment. Of 2,799 enterprises®) registered in the couniry, the non-metallic
mineral product industry accounts for 41% (1,142 enterprises), woodworking 27% (759),
and metal products 20% (550). These 3 subsectors account for 88% of total, and are
comprised of numerous small and medium enterprises, and micro cnterprises, while only

49% of 286 companies represent establishments with a capital of over R0.100,000.

3.1.4 Local markets and industrial subsectors

Estimatcd'productiori‘ﬁ , and actual exports and imports by industrial subscctor are
shown in Table 3-3. Measured by domestic market size, metal products subsector is the
largest sector, earning RO, 500 million, followed by chemical products and petroleum
products subsector (RO. 280 million each), and food and beverages subsector (RO. 250

million).

Table 3-3 estimates the self—sufficiency rate of each subsector. Non--metallic mineral
products subsector shows the highest self-sufficiency rate of 84%. On the other hand,
subsectors with low self-sufficiency rates are basic metals (7.3%), metal products (6.7%),
and food and beverages subsectors (16.0%), except for other manufacturing products

subsector.

The largest subsector by value of imports for domestic consumption, excepting
imports for re—exports, is metal products subsector (RO. 469 million as of 1992), followed
by food and beverages subsector of RO. 244 million. Subsectors with annual imports over
RO. 100 million are those of chemicals and chemical preducts, basic metals, and other

. manufacturing products.

Table 3-4 classifies imports (on a value basis) by producfion source (subsector) and
purpose of consumption® . So far as industrial products are concerned, finished products
account for only 19.1% of total imports, but this figure does not include transportation
equipment (mostly motor vehicles), and parts that represent 28.5% of tofal. Thus, while
import substitution in the country as a whole, appears to have prngressed.to a significant

3) Number of registered establishmehts at the end of 1992 was 3,749, Since no breakdown figure is available for this
data, the following analys:s is based on computer output-of MCI on 2,799 registered establishments available as of
Noveinber 1993, which is given in Table 3-2.

'4) ‘Fhe data on industrial production by subsector is not availtable, and the data available sbout production is that of
anual production of the companires on the year when they registers. The total compounded figure from this
amuual proguction up to the year in question was used as a substitute for the yearly production.data.

5) Since the table excludes the value for category not known, the total does not tally with the total from the sbove
fable.



degree, domestic industrics still play a minimal role in automotive and related sectors.
Besides this, substantial importation of 43.3% of total is seen to have been comprised of

raw materials for industrial production and machinery and parts.

3.2 Sectoral Trends
3.2.1 Food and beverages

The:food industry in Oman consists of oil and fats, bakery products, snack food and
confectionery pfodtiction, soft drink and mineral water, in addition to an ordinary
processing industry of grain mill products, meat, fishery products, vegétab]es and fruits.
Among them, only the fish processing/canning industry is located near production sources,
while other subsectors are mostly located near their markets. Fish processing is the sole
subsector mainly targeted for the export market.

The extent of processing is relatively limited ‘in most of subsectors, which mainly
produce ordinary food materials. Only few of them develop their own products in

response to market needs.

- About 207 maﬁufacturing enterprises are registered in the food and beverage industry.
25% or 52 enferprises have a capital of R0O.100,000 or over. These relatively large
enterprises have successfully introduced technology, cquipment and experts from foreign
countrics at an carly stage of operation. They are now manufacturing relatively high
quality products, which are distributed to the domestic market, or are exported when a
surplus arises. However, most of them relied on foreign companies for téchnology transfer
but only at the initial sfﬁge ‘where expatriate engincers are depended upon for operations.

There are 104 small enterprises and micro enterpriscs with a cépital of RO.25,000 or
less, accounting for 50% of total. 60 cnterprises of these are bakeries, 23 are ﬂour mills,
and 20 are engaged in splcc and coffee milling and packagmg

Medium-size enterprises with a capital between R0.25,000 and 100,000 totalled 51
(25% of total), of which 29 are bakeries. 13 enterprises arc classified fo have been
engaging in other food products, which arc rclatively 1arge enterprises producing ice and
confectionery. The small and medium-—size enterprises on the other hand are engaged in
ice and confectionery product:on milling and rcpackmg of spice, coffec and beans The
remaining 9 enterprises are catering in the areas of meat processing, dairy products fish
pmccssmg/cannmg, and soft drink productlon Many of them have a capital of RO.50,000
or more, and their characteristics are similar to thosc of thc above-mentioned enterprlscs
wlth a scale of R0O.100,000 and over. The only main difference is that these latter

enterprises serve local demand.



(1) Meat processing
The value of locally produced processed meat products (excluding meat not to be
processed) accounts for more than 55% of the local demand® . In practice, however,
- Iocal products maintain a market share of 20% or less?) . o
Under these circumstances, a new investment project cannot be expected in the

industry unless local demand for meat processing products grows significantly.

(2} Dairy products

Oman imports RO. 27 million worth of dairy products annually. Those not
produced locally, such as butter and cheese, are mainly imported from Europe and
Australia. On the other hand, locally available products compete with imports from the
UAE and other GCCs. In fact, they face strong competition from the GCC products,
making domestic market share below 30%, as estimated by the largest local supplier.
Two GCC-based dairy companies have established their own disiribution channels
within Oman,

The weak foundation of the domestic dairy industry is dircctly reflected in the
current state of the dairy product industry. In light of the fact that the production base in
the UAE has similar weakness, Oman therefore, has opportunity to accomplish further
import substitution and export promotion in this subsector.

(3) Vegetable and fruit processing/canning .

Again, the low productivity of the agricultural sector in the country inhibits large—
scale, stable supply of vegetables and fruits for processing. At the same time, one
should take notice of the fact that vegetables and fruits are supplied by only a dozen of
large farms which also do processing, and constitute major portions of foodstuft that are
successfully exported from the country. This suggests that a small-scale food
processing operation that uses reliable supply sources, and serves specialized demand
may become feasible since it is easier for farms to grow vegetables and fruits according
to customer demands. However, the quality of products is not particularly high
compared to competing products from Syria, Jordan, and Egypt. In addition to the need
for quality improvement, the amount and type of supply varies greatly with scasons, so
that the capacity of food processing p}'ants has to be carefully determined to allow the
adoption of a low operation rate on certain seasons.

6) Estimated on the basis of information obtained from the industry.
7} Estimated on the basis of information obtained from the industry,
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(4} Fish processing

Almost all of fish processing companies in the country have been established to
export fishery resources available in the country. Their geographical distribution is
relatively dispersed along the coast where fishery resources are most abundant.

The unstable fish catch is the major problem of the fish processing industry. It still
has to be modernized otherwise, it may not be able fo have sufficient catch that meets the
required processing capacity. Also, many catches are wasted further reducing supply.
The shortage of raw materials for the fish processing industry always presents a risk of a
sudden cost increase, which discourages the industry to invest in more advanced
processing facilities. On the other hand, diversification of products to include fish meal
is hindered by various problems as insufficient surplus catch by the fishing industry.

While perccived abundance of fishery resources in Oman is ascertained, fish exist in

- diverse types while other marine life attracts mosi of attention. Accurate estimate of fish
resources has not been done. Thus, future prospects for the fish processing industry in
the country can only be determined after available fish resources arc identified
accurately, and as the fishing industry's post—catch process moves toward modernization.

(5) Oil and fat processing :
In this subsecctor, import substitution has ncarly rcached its limit. Together with a
very high ratio of raw material cost from total costs, a néw development project cannot

be expected for this industry.

(6) Grain mill products _

Import substitution has also been completed mostly in this arca. A major issue
instcad, is the increase in operating rate of the processing capacity, which is 70% at
present. Clearly, it will depend heavily on export growth (currenﬂy 10% of production
on a value basis) and development of domestic and export demand for tertiary processed
products. The latter shows high potential, albeit quantity is not very large.

(7) Beverages
In the couﬁtry, there is a mineral water manufacturer, a juice producer using fresh
fruit juice, and fruit juice (or essence)-based soda drink makers, _
Oman imporis RO. 17 million worth of beverages annually. In total, non-alcohol
beverages, excepting mineral water (R0.165,000), amount to RO. 11.33 million. Of this
amount, RO. 10.28 million corresponds to importation from the UAE. These beverages
are mostly produced and supplied by multinational corporations (MNCs), indicating
their formidable market power. '



(8) Chocolate products

Domestic demand for chocolate products is estimated at around 4,000 tons annually,
of which 60% - 65% cater to the low-end market where local products and foreign
products imported from the GCCs are competing. Consumers in the low—end market are
price conscious, and the quality of products is mostly poor,

On the other hand, the high-end market is quality conscious, and there is only one
leading domestic supplicr serving the market, which accounts for around 15% of total.
The remaining market is controlled by several MNCs.

(9) Other food products _

49 enterprises are classified under the "other food products” category. Those with a
capital of R0.100,000 or over are mainly making ice, snack food and confectionery.
Also included are repackers of tea bags, coffee, salt, tomato powder, spice, and rice.

This is the area directly affected by recent changes in lifestyle resulting from an
increased demand for snack food and similar producis in Oman and other GCCs,
Foreign people working in these countrics have contributed to the increase in
consumption of these food products; Consumer taste in the GCC markets directly
reflects that in India, however, India is not likely to become a competitive exporter of
these products, because: (1) péckagc production facilities in the country are outdated for
economical production; (2) imported package materials are costly due to high tariff rates,
and (3) even if expori-grade packages are produced, exports of small products in large
quantitics take a long period of fime because of customs clearance. Thus, local
companies in Oman have the opportunity to produce snack food and confectionery for
the domestic market, as well as for other GCCs. '

'3.2.2 Wood products and furniture

The wood product and furniture sector is gencrally divided into (1) wood milling and
working, (2) manufacture of wooden and cork products, and (3) manufacture of wooden
furniture. | _

There are 585 enterprises registered under this category, and 94% (551} are small
cntcrpriécs of micro enterprises with a capital of RO.25,000 or less. On the other hand,
there are only 8 cnierprises with capital of R0,100,000 or over, all located in Musca.

Only one enterprise is registered in the wooden and cork product subsector, having a
capital of R0O.25,000 or less.



There are 173 registered cnterprises in the furniture production category (metal
furnilure is classificd as metal products, thus not included here), of which 159 (92%) are
small cnterprises or micro enterpriscs with R0.25,000 or less. Most of these small
furniture makers focus on "custom-made" business to produce relatively small furniture
for local customers in communities they are operating. 'The manufacture of furniture
involves a lot of manual work, and these makers use only simple woodworking machincry
and employ mostly forcign workers. Although some of foreign craftsmen have brought
various techniques, indigenous woodworking techniques form the basis of the small
furniture production.

The furniture producers are served by small wood mills mentioned carlicr, and are
concentrated on the A'Sharqiya district, mainly Sur, as well as in Muscat. While other

manufacturers are mainly found in Muscat only.

Large furniture makers with a capital of R0.100,000 or over, on the other hand,
conduct their business in a diffcrent manner from smaller ones. Since most of them have
started their business as furniture importers, they still sell imported furniture in addition to
their own brands. While some of them are oriented towards marketing of manufactured
furniture in stores, most of them are more or less characterized as contractors specialized
in interior furnishing work and supplying furniture for hotels, commercial buildings, and
large mansions.

They adopt management techniques and production technology from industrialized
countries, import materials from various countrics, and design and manufacture products
by themselves. Their products are excellent in design and quality and are exported fo

foreign customers in GCCs on a contract basis.

These companies were established and have been -growing rapidly during - the
construction boom in the country. As construction activity becomes sluggish in recent
years, some of them were faced with business decline.

On the other hand, smaller enterprises which can serve the demand of local
communitics can only expect moderate market expansion due to the risc in personal
income and the changes in lifestyle. There is little prospect for future improvcmehf in

design and quality.
Large'companies have high potential to export high—grade furniture and parts by using

their design and production capabilitics. The Key to international competitiveness in this
~ case lies in availability of wood materials (hardwood in padibuiar), i.e., whether they can
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secure reliable supply sources®) . o

Theoretically, resumed growth of large companies based on cxport drives would
produce a trickle—~down cffect to small enterprises which can serve as subcontractors or
suppliess. However, given their limited quélity consciousness and the surplus production
capacity of large companies, it is difficult to expect such vertical linkage to be established

for the time being,

3.2.3 Textile and apparel

The textile and apparel industry in Oman is categorized into textile manufacturers
processing imported yarn into cloth, consignment processors of exported apparel products
based on a contract with foreign buyers, and tailors mainly serving the domestic market.

Three enterprises are registered in the textile category. Only one company has a
textile manufacturing plant using modern equipment, while the other company
manufactures tent cloth, Another one operates a small shop with a capital of R0.25,000 or
less. In addition to these registered manufacturers, there are some home manufacturers
supplying hand-made textile products? .

The sole textile plant weaves cloth using imported yarn, for distasha and other
producis of Oman and other GCCs. It is also the only plant in the GCCs weaving cloth on
a commercial scale ntilizing modern facilities and cquipment. However, it faces intensive
competition with imported producis, but manages to hold a 20% share of the domestic

market,

The largest number of registered enterprises is found in the consighment processing
business, which is further divided_into the sewing of buyer—designed cotton/synthetic fiber
cloth furnished by buyers, and the knitting operation, Of the 30 enterprises registered, 24
have a capital of R0O.100,000 or over, and most of the remaining enterprises with
RO.75,000 or larger. Only 5 enterprises have been clearly identified as knitted garments
makers?0), '

Consignment processing is mostly directed to the US market. This is a move to take
advantage of the import quota allocated by the US to Oman. Most of products are shipped
to middle and low~end markets, and are sold at supermarkets or discount stores in the US,

8) The possibility was studied in 4.4.3 of Annex 4,

9 Ministry of Herita'ge'operates small scale weaving factory equipped wilh Chinese automatic weaving machine for

" the purpose of preserving traditional industries. a

10} 1t is difficult to identify the product of enterpﬂse exactly from the company list which indicate a classifications
as Ready-made garmenis manufacturers or Knitted garments manufacturers.
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These products are sewn by foreign workers from Sri Lanka and India. Their wages are
presumably much higher than in their home countrics. '

Under the NAFTA, low-cost products from Mexico, not subject to import quota, are
expected to flood the US market thus, it will become increasingly difficult for products
finished in Oman to maintain their sales. Possible measures include, (1) to enter the EC
market; (2) to explore a high-end market by manufacturing high—grade products by
improved design and quality confrol, and; (3) to manufacture children's cloths and
women's dresses, which are currently imported in large quantitics for domestic and GCC
markets. Dependence of this industry on the foreign skilled~labor and its ava'i]ability may
ensure the supply of quality labor, making market diverSifi(iation feasible despite high
labor costs relative to the wages of workers in their home counries.

3.2.4 Paper and paper products, and printing

Due to limifations of forest and water resources, the paper and pulp industry is not
- likely to establish itself in the country. The paper product industry in this country consists
of secondary or teriiary processing of imported paper, and printing.

~ Nine enterprises arc registered in the paper processing and paper product sector. They
are generally large in size, five of which have a capital of RO.100,000 and above. As seen
in other manufacturing sectors, they mainly serve domestic demand and héve acquired
technology, machinery, and engineers from forcign partners.

While 5 enferprises are manufacturing packaging containers such as paperboard
cartons, 4 are supplying paper products such as printing paper, notebook, tissue paper, and
paper diaper. As for paper products, there might be some new business opportunities for
-paper tableware such as cup and dish, both in the country and other GCCs, although
competition with the UAE and other GCC countries is incvitable.

Growth of demand for packaging containers and paper producis can be expected only
with the expansion of industrial activity, the rise in personal income, changes in lifestyle,

and increased demand for printing and publication.

The printing industry in the country has grown through a rclativély high level of
printing technology due to the absence of restriction on imports of ink, paper and other
materials, as well as printing machinery and cquipment. Thirly enterprises are registered
in this category. 16 have a capital of R0.100,000 or over, 9 with RO.S0,000_and above,
and only 5 with less than RO.50,000. In the entire GCC region, more than 200 enterpriscs

arc in printing business and are competing infensely.
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Again, growth of printing demand depends heavily on the expansion of industrial
activify. Already, the printing industry on the basis of domestic demand, can be regarded
as fully established in Oman. '

Thus, the industry's future growth potential lies in export markets as it offers high
quality service, particularly outside the GCCs, such as India and African countries on the

east coast.

3.2.5 Chemicals and chemical products industry

Therc are 48 enterprises registered in the chemicals and chemical products
.Inanufa.cturing scctor. Thirty—eight have a capital of RO.100,000 or more which seems to
have been established for the pﬁrposc of attaining import substitution.

Given a limifed size of domestic demand, the number of enterprises in most of
subsectors is relatively small, ra:ngitig_ between 1 and 4, excepting industrial chemicals (9

enterprises), soap/perfumes/cosmetics (9), and plastics (11).

Generally, chemicals and chemical products’ demand grew with expansion of
industrial activity. In a country with 1imitc_d industrial concenfration like Oman, however,
high growth potential can be expected in chemical products used as houschold goods and
packaging containers, as well as industrial products and parts.

Packaging containers include plastic bottles, films, injection molded products, and
plastic bags used for shopping. Plastic bottles are often produced by major bottling
companiss themselves. As demand grows further however, specialized bottle makers may
be éxpecicd to emerge in the future. There is no local production of high grade packaging
films, but plastic bags for shopping began to be manufactured in various parts of the
country to meet increased demand. - '

Production of some molded products for household are undertaken locally. Production
of pipes and fiﬁings used as construction and farming materials have also been started in
recent yc;':_u_rs.' Since domestic demand alone is too small judging from the present level of
imports, new business opportunities should be geared at least towards GCCs despite a
foreseen intense competition. ' '

Apart from the above, there are a number of manufacturers who arc engaged in
manufacturing of glass fiber reinforced products such as tanks and boats!1)

Plastic processing products suitable for relatively small production include plastics for
construction materials and thermoset molds for electrical appliances. These products are
mostly imported at present, and . demand for their components may only ramp up when the

11) These manufacturers are classificd under non-metal mineral praducts subsector according to ISIC code.
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local assembly is starfed.

3.2.6 Non-metallic mineral products

Enterprises registered in the non—metallic mineral product sector are divided into 4
subsectors, namely: (1) glass, (2) structural clay, (3) cement, lime, and plaster, and (4)
others. Al of the subsectors manufacture mainly construction materials. Also, they

heavily ufilize domestic resources.

There are 18 enterprises in the glass manufacture industry, of which 5 have a capital of
RO.100,000 or over. All these large enterprises but one manufacture glass fiber products
such as tanks and boats. The other produces ornament glass for buil.ding. Other smaller
enterprises are presumably producing mirrors, small glass products, and glass fiber
products. These manufacturers mainly employ manual processing, and have po‘témiaﬁty o
further diversify products depending on the expansion of domestic demand.

There is no local production capacity for glass bottles and containers. Although
domestic markets are not very large, imports of glass bottles'? have reached almost
18,000 tons annually. In addition, demand for carbonated beverages increased recently and
glass bottles remain to be preferred than cans. Therefore, if demand in the GCCs is added,
an appreciable demand can justify a minimum level of local production. Such production
is also desirablc from the standpoint of the optimal use of domestic resources and in
preventing the emergence of environmental problems. On the other hand, domestic
demand for flat glass scems to be too small to support domestic production.

In the structural clay manufacture subsector, only one enterprise is registered.
However, there must be a number of small and medium-—size enterprises as well as micro-
scale enterprises which manufacture bricks, blocks and similar products.

Five enterprises are engaged in the manufacture of cement and lime, and 4 of them
have a capital of R0O.100,000 or over, including 2 leading cement manufacturers and a
lime producer. The cement manufacturers are pafﬂy cxpofting. owing to the growing
foreign demand. Because ncighboring countries have also established their respective
cement industrics, expansion of domestic demand, which is likcly to be stable in the future
seems to hold the key to further growth of this subsccior.

There are 1,118 enterprises registered as manufacturers of other non—metallic mineral

12) Importing bottied beverage is not included.
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products. This category is comprised of diverse product types, as will be discussed later,
but it has basically grown with the rise in construction demand in the cohntry. 954
enterprises (85% of total) are very small, having a capital of R0.25,000 or less. At the
same time, 80 enterprises (7%} are operating with a capital of R0O.100,000 or larger.

Aggregate business is mostly done by large enterprises (33), a clear indication of the
capital-intensive nature of the subsector. At present, the industry is mainly serving
domestic demand. The lack of major aggregate resources in the GCCs, excepting the UAE,
suggests future growth opportu'mitj}r to establish itsclf as an export industry.

In contrast, concrete block manufacturers are dominated by medium~size enterprises,
while ready—mix concretc is bnly'supplicd by large emterprises. In addition, 15 enterprises
manufacture tiles and mosaic tiles for buildings.

Marble is produced by 4 enterprises with a capital of RO.100,000 and over, and 1 firm
with capital ranging betwecen R0.75,000 - 100,000. Again, they are mainly serving
domestic demand and export small sized marblc at present, but can grow into an export

industry in the future.

In addition to the above subsectors, the non-metallic mineral product scctor inciudes
the ceramic industry. No enterprise is registered for such activity in this country.
However, there are small, family-owned enterprises which make ceramics with traditional
craftsmanship. The Ministry of Hcritége is operating small shops which use machinery
and employ craftsmen from China for the purpose of preserving this industry.
Nevertheless, ceramics manufactured at these shops are made from locally available clay,
and have been commercialized with the help of Chinese craftsmen only recently.. Before
that, there were only unglazed pottery with small commercial value. Since clay suitable
for commercial ceramic products is not available in abundance, little growth opportunity is

found in the subsector.

3.2.7 Metaiworking industry

550 enterprises are registered in the fabricated metal products industry. Only 37 (7%
of tofal) are rc]_aﬁvdy large in size (RO.100,000 or over) while 451 (more than 80%) have
a capital of RO.25,000 or smaller.

Generally Spéakﬁlg, larger enterprises (mainly R0O.75,000 or larger) have introduced
relatively modern rﬁach_incry and technology, and served the local market, as well as the
export market. On the 'ot_her hand, many of the smaller enferprises including the micro
enterprises (R0.50,000 or smaller) mainly serve local demand in small quantities, and
cn.gag.c in workshop-type of ‘operations invoiving' manual processing and utilizing a
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limited number of simple machinery.

Of the 550 enterprises, 507 belong to two subsectors, structural metal products and
fabricated metal products. When 20 enterprises in the metal furniture industry are added,
these 3 subsectors altogether account for 96% of tofal.

Most of enterprises in these subscetors import general steel or aluminum materials,
process them into products through simple sheet metal working, welding, and coating
(machining included for some products). Value added is generally low, and the material
cost accounts for 65% — 75% of total production cost. Products arc mainly consumed by
the construction industry.

In subscctors other than the above three, only a few enterprises are registered.,

Enterprises registered in cach subsector normally hold a 60% —~ 85% share of domestic
demand accounting for their business base, and export 30% ~ 45% of total production to
the GCCs. Oman have to compete with products imported from the GCC, but they
generally maintain a higher range of market share by offering quality products. Also,
many of them use off-the—shelf materials for processing, making the raw material cost
very small iﬁ-perccnfagc of total cost. As widely seen in metalworking industries in the
couﬁtry, these enterprises are not much automated to maintain production flexibility
required of a small market operation. They adjust production as skilled workers are
employed in various paris of the production prdccss. As a result, they gcﬁeraliy attain a
high level of value added. At the same time, they often use specialized machinery in some
processes. In such a case, their ability to divert info other products will be limited,

Relatively speaking, large retalworking enterprises in Oman appear to have been
engaging in product development based on the work process théy undertake. They have a
certain level of product devefopment and design capability - albeit not advanced and
partly introduced by foreign sources, enabling them to produce their own products. They
mostly use commercially available materials, machine elements, and products (such as
motors), while the use of custom-made parts is limited fo those with license ‘agreement
with forcign companies. Also, general-purpose rriachi_ﬁe tools arc used for 'reI.atively
simple processing, and application—specific machinery is only used for specially~designed
products. T heoretically, as these enterprises offer an increasingly diverse product mix or
adopt a complex production line, they shall start to contract out some of processing work
to subcontractors. This marks the beginning of horizontal diversification. In practice,
however, intérnal processing and assembly are still common, partly because production

lines are relatively simple, and mectalworking cnterprises capable of serving as outside
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manufacturers have rarely emerged, -

Such self-sufficiency in manufacturing final products is basically the same in smaller
enterprises and micro enferprises, the major difference being the size of order they receive,
Thus, they are not ready to offer part of metalworking process for subcontracting.

In addition to the fabricated metal products and machinery industry, there is a
subsector specializing in metalworking-related engineering. This subsector is divided into
relatively large entérpriscs (not classified as large-scale cnferprises, but larger than
enterprises in other segment) who perform machining and repairing services mainly for
oil industries, such as PDO and ORC, on a contract basis; and small-scale enterprises and
micro—enterprises which do automobile repair like machining and adjustment of
automotive parts, Entetpriscs in this subsector also own a variety of general-purpose |
machine tools. The former is recognized by customers as having a relatively high level of
workmanship and reliability. They have the ability to complete the entire process of work
within the country, rarely contracting out o foreign manufacturers. Nevertheless, their
major customers are oil and refinery industries, which do not require a high level of
precision as required by machining and assembly work for automotive and electronics

industries.

The following sections analyze the future outlook for the metalworking industry on the

basis of the preseni import value/volume,

(1) Raw materials and base metals
In 1992, imports of iron and stecl, such as pig iron, steel, hoop steel, bar steel, shape
steel, and ingot amounted to R0O.24.3 million (170,000 tons) This volume is far from
justifying a local production. On the other hand, establishing a steel stock cenfer
possessing distribution and simple processing capabilitics seems to be important for
future growth of the metalworking industry. However, the same function has already
existed in steel stock house in Dubai. - According to the present demand siie, it is
difficult to put this up in Oman. In case the demand for this kind of service increases in

the future, Oman has a comparative advantage.

(2) Sccondary steel materials
- Tmports of steel materials such as pipes and wires, components such as springs and
pipe fittings, and cast and forged items totaled RO. 54 million, or 117,000 tons in 1992,
Of total; steel pipes and casings amounted to RO. 35 million, or 88,000 tons. However,’

their minimum production level to attain an economy of scale is far above the current
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consumption level.

The sccond largest subsector is tanks and other heavy items, amounting to RO, 8.2
million or 13,600 tons. Import substitution in this area has made some progress,
although some import is still found to have been dependent on the size of products.

(3) Boilers, engines, pumps and paris _

The category recording the largest import is agricultural machinery and parts,
totaling to RO. 59 million or 12,300 tons (not including some mowing machines which
are recorded on a unit basis). The category covers 18 H.S. 5-- di:git and 6-digit
industries. As mentioned in the discuséion of steel materials, this is the area where
establishment of a distribution and repair center can be contemplatcd

The second largest segmcnt are motors, engincs, turbines, and pumps, amounting to
RO. 23.5 million or 4,000 toms. It should be noted, however, that this category
encompasses 34 H.S. 6-digit industrics, and each component does not show particularly
a large size. . |

Then, imports of fans and compressors, and their parts amount to RG. 17.9 million
(tonnage data are not available, as some of them are recorded on a unit basis). Of total,
air—conditioners and parts account for RO, 16.5 million or 90,000 units, and are
considered to be one of a primary candidate for local production or assembly.

Finally, non—metal ore quarrying and processing machinery and parts amount to RO.
16 million. On a per volume basis however, they are not very significant (800 fons).

(4) Electronics and electrical components and parts

General electrlc paris, such as swilches, plugs and lamp holders dominatc the
highest share of total imports of electronics and elecirical components and parts, totaling
14.8 million tons or 3,800 tons. Local consumption of these parts is expected to increase
further, so that these arc considered as a prospective area of local production.

The second largest segment are broadcasting. equipment, radio receivers, and
television sets, amounting to 27.3 million tons. Tn particular, colored TVs, about
130,000 sets imported in 1992 — seem to sustain a level of local production, if exports to
the GCCs are taken into account. '

(5) Motor vehicles and paﬂs
Imports of motor vehicles and parts in 1992 reached 331 million Rials, accounting
for more than 40% of total metal machinery imports.
‘Motor vehicle imports consist of 46,400 passenger cars, 3,100 vehicles for
commercial and industrial uses, and 2,700 vehicles for public fransportation, with a
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combined fotal of RO. 268 million. On the other hand, imports of automotive parts
totaled RO. 56.3 million or 14,800 tons. _

While the present level of demand is still too small to consider local production, the
country scems to have reached a market size that makes CKD production feasible on a
per unit basis, provided that demand is not diversified,

Local production of automotive parts seems to be feasible ona total volume basis,
but the current level of variation in individual models among makers, together with the
general lack of interchange ability, indicates an unfavorable prospect. One realistic
approach is to consider a flexible system involving the production of a variety of product
mix in a small lot, like standardized parts as in the case of battery and radiators. An
assumption that they will also be supplicd to the GCCs however has to be maintained.

Although the market size of some of the above mentioned products seems to have
grown to a sustainable level of local production, the diversified demand and competition
with imported products will make the local production unfeasible. For matc_rializaﬁon of
local production of these products, introduction of foreign capital haﬁing bompctcnt
technology and marketing channel, which will help support the economic size of operation

is essential.
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