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Introduction
 

This report was prepared by an A.I.D. team which visited Oman from June
 
17 - July 2, 1980, to negotiate arrangements for establishment of an Oman-

U.S. Joint Commission for Economic and Technical Cooperation, to survey

Oman's economic and development situation and to identify sectors and
 
project possibilities for U.S. assistance. The members of the team were:
 

Blaine Richardson, Team Leader
 

Thomas Miller, Economist
 

Robert Bell, Project Development Officer
 

James Hester, Management Officer
 

Effie Weaver, Secretary
 



1. Executive Summary
 

The Joint Commission structure negotiated with the OmanGov calls for a
 
semi-autonomous organization, jointly staffed with 
 Omani and U.S.
 
seconded personnel, and operating largely under established OmanGov proce
dures, as reviewed and concurred in by both sides. This was the form
 
proposed by the Omanis, with which the U.S. side agreed. 
 Initial staffing

would involve one 
seconded Omani to serve as the Senior Executive Officer
 
managing the Joint Commission, two A.I.D. Project Officers to be respon
sible for technical aspects of project identification, development, design

and implementation, and some dozen 
locally hired support staff, including

secretaries, accounting clerks, drivers, messengers, 
and other support

personnel.
 

While in principle the OmanGov indicated it wanted to retain for the

Joint Commission the broad purview outlined during the 
access negotia
tions, in operational terms (at 
least in the near term) the OmanGov will
 
look to the Joint Commission principally for bilateral project development

and assistance. The interest on the Omani -i 
 concrete ./

rult-s-t--m-onstrate the value of the new economic and te6nical coopera
tio-r-rlWoihT p'-with the United States.
 

Operational costs of the Commission will be 
shared, with the larger

portion being paid by the U.S. 
The OmanGov will provide office facilities
 
for the Commission and pay salary and related 
costs for its seconded
 
personnel. All other operational costs of the Commission will be charged
 
to the annual $5 million U.S. grant.
 

With respect to program costs, the Omn.js.-_ gre __thatteanno-]

project loan budget would be considered a target and not a-fixed obl-iga
tionaFl-requlrement, and understood that any unused 
loan availabi1lities-at -' 

theend of U.S.- fiscal years 
 duld reert-t6 he U.S. Treasury. The
 
Oma.iGv-, dudring the access negotiations, agreed to match the level of

annual U.S. loan funding. On the grant side, the Omanis argued that as a
 
political matter the entire $5 million of ESF grant funds each year must
 
remain available whether or no6tprojects-w e-r ady-for approval. With
 
WashiftonncOnuryence, the A.I.D. team agreed in principle with the full
 
obligation of the annual grant funds, with the understanding that actual
 
disbursement of funds would be subject to prior concurrence by the U.S.
 
side, with which the Omani side agreed.
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(-The Omanis identified the water recharge project, which 
has been
stud1 d-y--th-e-U..S--Cir-p-of Engi-neers, 
as- af--T r tproject for early
attention by the Joint Commission. Training, particularly in the fishing
industry, also was mentioned as a highp-ii-wity area for U.S. 
 assistance.
In addition, the Omanis 
indicated that the Commission could select
projects from any sector included inthe Government-i-development program;

a~i~ t~ti~V~Tht1n wuldhae t awitformation of fthe onrimission 'andcompletion 
of the Second Five Year Development Plan. From the team's
discussions, health would seem to be another important 
area for possible
project 
attention by the Commission, particularly primar. health


which is a 
care


priority of the Health Ministry, and for Wthnc-Fi tet -f
Health 
indicated that U.S. assistance would be welcomed. Also, the
Ambassador believes that the 
government's malaria control 
program might
benefit from a "push" by the 
new Joint Commf -ion, a v-1vw-shared by the
A.I.D. team. Hous nt as a possible area for A.I.D. assistance was raised
by the team, and interest was expressed for 
a visit by an A.I.D. housing
expert to discuss services that could be made available through the A.I.D.
program. There was no interest in "HIG" funding because of the interest
rate. Under Secretary al-Alawi, Ministry of Foreign Affairs, the principal negotiator on the Omani 
side, indicated that only___ewof the Ministries knew about the new Joint Commission at this time, and when theyhea -abb- t-t-be expected-Fyw-d-- _have a lot of activities to propose

to the Commission.
 

The team did not attempt to reach any conclusions concerning a longterm strategy for U.S. development assistance to Oman, for two 
reasons.
One, not enough information ias available on the different sectors and the
government's second five-year development plan to reach technical judgements. Two, there isa 
question about the range of development activities
inwhich the Omanis will wish the U.S. to become involved. After full-time
U.S. resident staff are on 
board with the Commission and have time to
develop some experience and insights into Oman's 
development situation,

preparation of a long term assistance strategy should be possible.
Omanis recognize and accept the fact that 

The

the U.S. will wish to be
selective about the projects jointly financed by the Commission. Thus, in
practical terms the U.S. assistance :trategy can be as narrow or as broad
 

as we may wish to make it.
 

Water has top priority with the Omanis, not only because of the obvious
need, but also because this isthe only sector in which a 
project proposal
appears to be far enough along for the Commission to possibly implement in
the near term. The specific project in question would involve a waterrecharge scheme in the Wadi Samail (also called Wadi Khawd) area just 
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outside the capital area northwest of Muscat, for which the U.S. Corps of
Engineers has done a feasibility study. 
However, the American consultant
 
(Tetratech) working ftOnyrW-ater Authority, using newer data, has

deVTop-ed an alternative design for the project. 
While the basic concept

remains unchanged, further technical 
work will be required to reconcile
 
the alternate proposals and complete final design. 
Given the strong Omani

interest inshowing early results under the new Commission, efforts should
be made to accomplish the remaining technical work 
in the coming months

instead of waiting for the beginning of fiscal year 1981 and the availa
bility of the first $5 million in grant funds.
 

On the administrative side the organization and structure of the Joint
Commission would enable A.I.D. to fully "projectize" Commission opera
tional costs, assuming no Cons;'essTdh-lr-FbT-- ith this approach.

Arrangements will have to be worked out either with the Embassy or through
other 
acceptable means to provide administrative and logistical support

for the U.S. staff assigned to the Joint Commission. The Ambassador
 
indicated the Embassy could provide secretarial help with classified
 
material, to obviate the need for a 
U.S. secretary for the Commission and

keep overall U.S. staffing 
in Oman at a low profile, if the Embassy's
pending request for an additional secretarial position is approved by the
 
Department.
 

For planning purposes, the A.I.D. team recommends allocation of the FY

1981_$5 million grant funding as 
follows, with the caveat that everything

has to be considered tentative until details are worked out with the Omanis
 
on the top priority water project, including the level of cost sharing the
 
OmanGov will provide:
 

$ 3.5 million -- Water project, pilot phase 

$ 0.4 million -- Training, first funding increment for a broad umbrella 
development training project 

$ 0.5 million - - Project development and design services 

$ 0.6 million -- 1st year's operational costs for
 
Joint Commission.
 

This report was reviewed indraft by the Ambassador and his staff prior

to the team's departure from Oman, and Embassy comments have been
 
reflected in the final report.
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2. Political Environment
 

On July 23, 1970 Sultan Qaboos, the present ruler of Oman, deposed his
father, Sultan Said Taimur, who had reigned for 38 years, 
and began to
reverse nearly half a century of isolation and economic stagnation.
 

Since Sultan Qaboos assumed power there has been 
a remarkable leap
forward inthe economic and social development of Oman, which is detailed
elsewhere in the report. 
By 1975 Qaboos had successfully ended the
guerilla-war 
in Dhofar Province, which was 
in its fifth year when he
assumed power, and begun 
a national building program to provide roads,
hospitals, schools, and other services for his people.
 

The Sultanate of Oman isa
monarchy with absolute power residing inthe
Sultan. 
 The present royal famil7y---he Al Bu Said family, has ruled since
1744. There isno constitution and no public participation inthe political
process in term-s--f pbiti~a 
parte-7 and popularly elected officials.
According to the custom of the country Sultan Qaboos does, however, travel
throughout the country from time to 
time to meet with his subjects and
listen to their grievances, and when possible devise remedies to his subjects' problems. This 
informal type of gathering is referred 
to as a
"majlis.'! Appointed governors represent the Sultan inthe provinces, and a
b-Drd circle of advisors and friends assist the Sultan in the capital.
 

A modern government apparatus has been created within the framework of
the monarchy to oversee the rapid development of the country. The Qaboos
government is now a hybrid of 20th 
century bureaucracy and traditional
personalized rule. 
 Some steps have been 
taken toward non-governmental
participation in the decision making process, e.g. the 
establishment in
early 1979 of the Agriculture, Fisheries and Industry Council. 
 Islam
remains a significant-force in the governing of the peoples' lives.
government and clergy cooperate on various social 
The
 

levels.
 

Oman's traditional monarchial politico-economic system appears 
to be
meeting the material and spiritual 
needs of the Omani people. In Oman
today the system reinforces opportunities to make money and purchase highquality consumer imports. 
 Social infrastructure and services 
-- schools,
hospitals, dispensaries, roads, telephones, etc. 
-- are being provided as
quickly as they can 
be absorbed. Economically and socially the 
Omani
people 
are greatly better off than they were under the previous ruler.
 

U.S. interests in Oman include:
 

(a)To establish a close relationship between the USG and the OmanGov
by involving the U.S. directly in Oman's 
development effort and by
promoting U.S.-Oman commercial and technical 
links;
 

(b)To help insure Oman's prosperity, tranquility, and stability;
 



(c)To foster an atmosphere conducive to close U.S.-Omani cooperation
 
in all fields.
 

Current U.S. relations 
with Oman are excellent. On international

issues Oman generally adopts moderate stances which tend to support U.S.
positions. 
The new Oman-U.S. economic and technical cooperation agreement

should strengthen and deepen relations even further. 
During the past nine

months the Omanis 
have welcomed the visits of four flag-rank military
officers, four ship visits, a Congressional delegation, and have given
these visits extensive publicity. DOD and A.I.D. TDY teams have been well
received. There 
are no serious issues outstanding between the U.S. and
 
Oman.
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3. Economic Situation and Prospects
 

SUMMARY
 

The economy isalmost totally dependent on the petroleum sector. Crude
 
oil accounts for virtually all export earnings ($2.3 billion in1979),
 
80% of government revenues, and 60% of GDP.
 

The economy is highly dependent on the services of some 110-120,000
 
foreign workers, who comprise roughly 16% of Oman's 840,000 population

(World Bank estimate) and three-fourths of the private non-agricul
tural labor force.
 

Though per capita income is high on an aggregate basis (some $4,000),

in the rural areas where two-thirds of the population live income-is
 
thought t6aVerage less than-$-3Oper year-... 

Inflation is minimal, perhaps 10% a year, and almost all of this
 
attributable to import price changes. Rents and retail import mark
ups have been falling since 1976 and wage rates are thought to have
 
remained constant over the last 4 years.
 

Foreignexchange- reserves are ample and rising; i.e. approximately
 
$6-00-million; the exchange rate is stable and maintained against the
 
dollar. - .. .
 

The rural out- migration and the pull of the petroleum sector have 
actually reduced agricultural and fish production. As a result of 
reduced domestic production and rising incomes, imports make up-a
growin9.proportion rughly 50%-at5 present - of total food consump
tion. Inaddition, imports constitute the bulk of theitems -avaifble 
inlocal markets throughout the country. 

Modernization has been occuring only since 1970. However, considerable
 
progress has been made in developing economic infrastructure. In addi
tion, the government is forcefully pushing diversification of the
 
economic base and decreased reliance on expatriate workers.
 

Development prospects are constrained by a harsh climate, inadequate
 
water supplies, and a relatively meager (non-petroleum) resource base.
 

Though undemocratic, the Sultanate government is considered by most
 
observers to be quite enlightened. Philosophically it is market
oriented and social welfare minded.
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Petroleum is by far the country's major resource. When petroleum 
exports first began in1967 Oman's reserves were thought to be fairly

minor. However, in the last few years the discovery of several new
 
fields in the south together with better technical control over
 
existing fields has substantially boosted estimates of recoverable
 
reserves 
(now thought to be about 2.3 billion barrels, or roughly 20
 
years production at the current rate). Moreover, serious offshore
 
exploration is now underway. Equally important, the rapid rise in
 
petroleum prices has generated a substantial windfall for Oman. The
 
official price for Omani crude, which had remained at $13 per barrel
 
throughout 1978, reached $30 per barrel inearly 1980.
 

Oman's current oil production ismanaged by a consortium -- Petroleum
 
Development (Oman), or PDO -- inwhich the government holds a 60% interest,
Shell, 34%, with the remaining 6% held by several European oil firms. At
 
present PDO is pressing ahead with a $400 million program to develop the
 
southern oil fields (with the Oman government's share funded through a loan
 
from the Abu Dhabi Development Fund).
 

Production peaked in 1976 
at 134 million barrels and has decreased
 
since by some 5-7% per year. This decline should be reversed in late 1980
 
as new fields come on stream (i.e. roughly 65,000 b/d from fields in the
 
south and 12,000 b/d total from a field in 
west central Oman). By 1981,

production should again approach the 1976 peak level. 
 Extensive explora
tion is taking place throughout the country by both PO and a host of
 
foreign oil companies. Additional finds are considered likely. Petroleum
 
.exportrevenues for 1980 are conservatively projected.at $2.7-1-TITo-n.
 
Petroleum Ministry officials confidently predict that producti6n ill--
shortly reach the 300-350,000 b/d level and remain at that level for the
 
immediate future.
 

In addition, some of the world's oldest coper mines are located in
 
Oman. Roughly, 10 years of reserves have been identified and more is
 
thought likely. Deposits of limestone, asbestos, chromium, manganese,.

nickel, 
iron ore, and marble exist but it is not at all certain whether
 
they are economically exploitable in extent or concentration.
 

Possessing some 1700 kilometers of coast line, Oman's potential in
 
fish production is substantial. Surveys have concludedthaitthe fish har
vest-potential of Omani waters is at least as high as that of any other
 
portion of the Arabian Sea/Indian Ocean area.
 

http:projected.at
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Agricultural resources are 
sparse. Lack of water is the binding-constraint1 - h-ethi-e is suitaIT-s6i T infall averages lessti-an150 millimeters annually and all crops require irrigation. Increas
ingly there is over-exploitation of vaTlabl-g-ouh-d-w f-dF 
 sources and

saline intrusion 
into the water table is of major concern. In addition,

soil quality on the whole is poor.
 

Human resources are another major constraint. There are no good population figures for the country, but the IBRD eftimates Oman's population at
 
some 840,000. (The government estimatfTo-r-planning purposes is 1.5 million. Government officials concede they don't really know what the popula
tion is, but strongly argue the figure must be at 
 least 1 million.)

Unlimited supplies of labor 
can be imported from the subcontinent and

elsewhere. (Annex F shows expatriates by nationality). Expatriates

already constitute the bulk of Oman's non-agricultural work force and
there isreluctance by the OmanGov to permit further increases. Moreover,

technical positions are 
largely occupied by European expatriates, with the

Government's intention-to "Omanize" these positions over time. Traii-hg

Opp-drtunities of every sort aboundor 
mn niationals and the number of

Omanis entering the work force is severely limited as a result. Further, a
substantial wage differential across the border in the U.A.E. and other

nearby countries attracts large numbers of both skilled 
and unskilled
 
Omanis.
 

STRUCTURAL DYNAMICS
 

The economy is dominated by the petroleum sector which accounts for

almost two-thirds of GDP, virtually all export earnings, and 80 
- 90% of
 
government revenues. 
 Though the sector itself employs barely 2% of the
indigenous labor force, its impact 
is all pervasive. The 30-50% of the
 
labor force engaged in Services Sector activities, including government,

are indirectly derivative of the petroleum sector and its earnings. 
 The
earning opportunities and urban life style attractions made posible by
petroleum earnings 
have triggered difficult, and potentually damaging,

urban migration, undercutting traditional economic pursuits. At the same
time plentiful foreign exchange has allowed 
a flood of imports, further

depressing production of traditional agricultural commodities and fishing.

Temporary expatriates, particularly from the subcontinent, constitute the
bulk of the labor force performing both the menial and highly skilled jobs

(see Annexes F & G for ethnic and skills profiles of labor imports).
 

The OmanGov professes a strongbelief inthe market mechanism and aims
 at development of a free economy. The government views the role of thepublic sector as providing infrastructural support to the private sector.
Itbelieves that productive  i.e. income generating activities - should be

largely the Province of the private sector. The Omanis 
see no conflict

between their free-market ethic and the heavy subsidization of private

sector activities both generally and individually.
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The government provides heavily subsidized loans, equipment, land, and
 tax incentives to enterprises. Indeed the government often will take an

equity interest in new business, and as with many hotels, often owns the
 
entire enterprise.
 

Oman's trade and tariff policies are among the most liberal in the
world. Most capital goods and raw materials are duty free. Most other

items are subject only to 
a 2% duty (alcoholic beverages, an exception,
have a 75% duty). The Ministry of Commerce and Industry has the authority

to impose a 25% duty on imports competing directly with domestic production. Thus far, only imports competing with domestically produced
asbestos, cement pipe, bananas, and emulsion paints are subject to protec-

tive tariffs. Moreover, as additional domestic industries emerge, exten-

/ .
 

tion of tariff protection to them -islikely. aOen then a
could face

potential problem of-developing industries based onhea-vy-gnveimnnt
sidization and tariff protection. With her narrow economic base develop
Ment-off in-apropriateindustries would be particularly damaging. 
 (Contracts areson-o-be let for a refinery, a steel rolling mill, 
and a
 
copper smelter.)
 

One can sympathize with the problem. 
The Omanis see themselves in "a
 race against time." Petroleum revenues could run out by the year 2,000.

(The time horizon has steadily pushed outward as new discoveries were
made.) The pull of the oil sector, the availability of foreign exchange,

and the lure of opportunities inthe neighboring countries are so strong as
to inhibit normal industrial development. Without such development Oman's

economic prosperity will last only as long 
as her rather finite oil
 reserves. 
 Thus, she may have no choice but to run the risk of government

directed industrialization decisions.
 

In short, the economy isinthe midst of a
very radical transformation.
Illustrative of the magnitude of transitional disequilibrium, over half
the populace isnow occupied with tasks that generate only 2% of national

product. 
At the same time more modern sectors are dominated by expartiate

labor both at the professional and unskilled levels.
 

GOVERNMENT FINANCE
 

During 
the 1970 through 1973 period, government revenues increasedfrom around $130 million to just under $200 million. Similarly, expendi
tures rose from $60 million to $265 million . However, following the 1973oil price jumps, Oman's revenues, expenditures, and investment levels all
took 4 to 6 fold leaps. Revenues continued to rise but the even faster

growth of expenditures created financial problems and forced spending

curbs in 1976, 1977 and 1978.
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Government Revenues and Expenditures 

($ Millions) 

1973 1976 1977 1978 1979 

Gov't. Revenues 

Oil Revenues 

Foreign Grants 

Other 

198 

177 

10 

11 

1463 

1317 

52 

94 

1775 

1396 

269 

110 

1474 

1326 

20 

127 

2180 

1839 

180 

168 

Gov't. Expenditures 

Civil Recurrent Exp. 

Civil Devel. Exp. 

PDO (Gov't share) 

Military 

Surplus/Deficit 

265 

-

85 

-67 

1662 

275 

524 

75 

788 

-199 

1517 

367 

376 

87 

686 

+258 

1621 

456 

258 

151 

676 

-147 

1885 

475 

376 

255 

779 

+295 

Stringent financial controls are still in effect although, withrevenues-agai6 rising-ministerial budg-ets w rSign-fi~atlyincreased in 
1979. A major uncertainity inthe government's budget isthe level of Arabgrants which vary greatly from one year to the next. Over the last 5 year
they-have averaged $146 million per year, or 50% more than all the govern
ment non-oil domestic revenues. 

}, 

r

i 

The economy is unusual in a number of respects - government revenues are derived almost tfely from resource extraction- isY5--hlargely 
t e the mas~e~m by--emplo-ym-enf) of-economic activity. With errati

cally rising oil prices government revenues take on a windfall charac
teristIc. Moreover, the government's credit isexcellent_and, should the 
need ailrise it would h-e nouti6le raising very large sums of foreign
exchange. At the same time, the predominance of imports (they constitute
the overwhelming bulk of the goods traded within the economy) creates 
unusually monetary and fiscal policy effects. The observer should be
careful in applying standard analytic'con udons with respect to such 
policy variables as monetary expansion and fiscal deficits. The Central
Bank estimates the foreign exchange component of government expenditures,
both marginally and inframarginally, at 80 to 85%. Accordingly,
(especialy now that port congestion has been cleaned up) the economy can,
and has, accommodited as much as a 95% increase inmoney supply and an even 
greater increase in government spending without serious inflationary 

V' 
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pressures. Any increase in demand immediately spills over into the foreignsector and itnWacts-far more-on e~changeerves than on prices. As the-i-ffr-iili -Osa tied to the dollar and government FX resources aremore than adequate to keep it that way, Oman can be viewed as a dollar economy, within which the scope for monetary and fiscal policy is limited.
 

One further word about government revenues. 
 It is clear that FX revenues
exceed the import absorbtive capacity of the economy. To insulate aportion of their revenues from the budget process and create long 
term
reserves the Sultan recently decreed into effect a "Reserve Fund" to which15% of all oil revenues would be channeled. The f~n-dVis a--ndependentlegal entity managed-by-the Finance Ministry. 
Some 5%of its funds will be
placed on 
short-term deposit with Joint participation (Oman-Foreign) local
banks; 25% on short term deposit with wholely Omani-owned local banks; and
70% will be invested abroad in foreign exchange assets. (The Finance
Ministry has hired a Swiss banker to manage this portfolio.)
 

OUTLOOK 

The prospects for additional gas and oil finds are good. On this basisOman probably has considerably more than the ten to fifteen years officially estimated to broaden and diversify 
its economy. Even so it is
difficult to see where Oman's post-oil areas of comparative advantage will
be. Living standards are escalating rapidly. 
T__osupport_ thestandard_fliving to which theOmanis will have become accustomed, a very extensive
_f-d-effic-ient economic base will be-required. O-ther mineral resou-rce

-ruspects-do-n-ot-,--t-fh-il- im-e--appear-adequate -to compensate for the oil.
It is, of course, much to be hoped 
 that Oman's deposits of copper,chromium, managanese, and other minerals will prove adequate 
to exploit
and perhaps even to base industrialization on. 
 Barring this, Oman will
remain a high cost area 
with respect to industry and in any 
event to
agriculture',-The sca-Tt---f water, the poor soil and the hot, harsh-cTmate-ensure this. An exception is fisheries where sharp production
gains are possible at 
low cost; but this isa relatively narrow area.
 

Moreover, 
a number of similarly situated countries -- Bahrain, theUAE, Qatar -- all seem to be competing for the same economic niche. All,
for example would like to become the regional entrepot, regional telecommunications center, regional education center, etc., and all seem to be
promoting much the same kinds of activities.
 

The development of an appropriate industrial and technical base will
be of major consequence to post-oil Oman. 
Oman's liberal trade and investment policies will certainly help in determining what is truly appropriate. However, there seems 
to be widespread belief that tariff
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protection for new industry is warranted, and more restrictive trade
 
policies could well result over time. Subsidies and government investment
 
in the productive sectors further distort the investment level and
 
pattern. Lastly, petroleum revenues are so high as to create exchange rate
 
problems for export development and for import substitution.
 

In short, the likelihood is for increasing prospety_. and__rising
living standards as long as.jinera-lresources hold out. After that, be it 
ad~cade-or a century, irving standards could decline precipitously.
Development of a viable industrial base would mi tigaterfalify this 

TC~il~ion, but even with the best of planning (and Oman's planners are 
"-goodtthis will be a chancy proposition. Another mitigating factor is the
 
relatively low population density and preponderance of transitory workers.
 
Three-fourths of the non-agricultural work force is imported and their
 
exit would cushion the effect of falling GNP on living standards - hence a
 
considerable contraction in the econnmy could take place without the
 
normally associated political and economic trauma.
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4. Oman Development Program
 
General
 

Oman has a difficult development environment: demographic (less than
 
1 million population, largely illiterate and lacking training; geographic
 
(a large country with population centers separated by vast regions of
 
wasteland); natural resources (limited oil reserves, scarce water
 
supplies, few cther proven economically exploitable mineral reserves); and
 
development needs in virtually every sector of the social and economic
 
fabric of the country.
 

The Sultanate of Oman is located in the southeastern corner of the
 
Arabian peninsula. Its land area is approximately 300,000 sq. km., which
 
is about the size of Colorado. Some 246,000 sq. km. is wadi and desert
 
areas, while mountains take up another 45,000 sq. km., leaving only approx
imately 9,000 sq. km. in coastal plains, where most of the population is
 
concentrated and most of the agriculture is located. The cultivated area
 
is about 36,000 hectares, or approximately 0.12% of the total land area.
 
The climate isharsh throughout the countrywifthsummer temperatures of up
 
to 120. Rainfall is rare, eposodic, and inundative. Excluding the off
shore islands there are 11 regions and 27 main districts or provinces
 
(Wilayats) ruled by Walis.
 

No population census has ever been carried out inOman, hence precise
 
population figures are not available. For planning purposes, the Govern
ment of Oman uses a population figure of 1.5 million people. The U.N. and
 
World Bank place the population at around 70000 to 84O;OD. There is a
 
polyglot population of many ethnic steains on the coast, while in the
 
interior the population isoverwhelmingly Arab. The expatriate population
 
is estimated at 140,000, of whicn perhaps 20,000 - 30,000 are dependents.
 

Oman's economic development efforts are less than a decade old. Prior
 
to the coming of power of Sultan Qaboos in mid-1970, Oman was an isola
tionist state. In1969 there were only 3 schools inthe entire country and
 
900 pupils with 30 teachers. All of the students and teachers were male.
 
In the 1978/79 school year the number of schools had grown to 352, the
 
number of pupils to 85,937, of which 26,618 were female. In health, in
 
1970 there were no hospitals inthe country, and only 10 dispensaries and 9
 
"health centers," with 12 beds. In1979 there were 14 hospitals, 11 health
 
centers, 54 dispensaries, and over 3 dozen other health facilities of
 
various kinds with a total of more than 1,400 beds. Paved roads increased
 
from 10 kilometers in1970 to 1,760 in 1979. There were 2 post offices in
 
the country in 1970, and 46 in 1978. The same story is repeated in
 
virtually every area one could choose.
 



-14-


Development Plans
 

The basic objective of Oman's First Five-Year Plan (1976-1980) was to
diversify production away from petroleum by encouraging private sector

investment inrevenue-producing activities inmanufacturing, mining, agriculture and fishing. Results have been mixed. Although private sector

investment in nnn-oil sectors hasi-n n 
 - seer-_
lanned levels, there has been a shortfall when measured in real terms.Tte same 
is fiue by and large for government investment as well. Private
sector and government non-oil investments have lagged behind targets


to implementation delays and, in part, to 
due
 

a reduction inproject costs as

major contracts were opened to international bidding. In the oil sector,
both private and public investments have exceeded planned levels, particularly inthe last four years with increased development of the southern oil
 
fields.
 

The Second Five-Year Plan (1981-1985) also will emphasize diversification of production and promotion of private sector investment. Work on the

Second Five-Year Plan is slightly behind schedule 
as several ministries

(including Agriculture and Fisheries) have not yet completed their submis
sions for Development Council review. It is now expected that the Plan
will be finalized during the last quarter of 1980 and promulgated by decree
 
of the Sultan early in 1981.
 

Greater effort is being made to encourage the-pmkate_s/ctg- bvsicbmeans as the recent establishment of the Oman Development Bank, through tax

incentives and establishment of an industrial 
zone inthe capital area. It
also isbelieved the private sector isbecoming more interested in indus
trial investment as competitive pressures make trade and real estate less
attractive. 
 In addition to using the Development Bank to foster private

sector development, the Government 
also intends to provide subsidized

credit directly from the ministries to private sector firms or individuals

engaged in manufacturing, mining, agriculture and fishing.
 

Oman's military expenditures appear e essiyey 
 to many observers,
ranging from Q-tfrcef3t overall government expenditures in recent
 years. However, itshould be noted that the Oman military is solidly into
civic action programs. One kno-wedgeabie-observer-es-imates_that 20% 
to

30%-bf-the Mi-ity-r--budget could be so attributed. The Omani Air Force,
for exam-pT-epr des-gi-Td---uppo-r-t for- rural health activities, rural
well drilling and emergency services. There are few roads in Oman and

without air force support many rrovincial development activities would be
impossible. Similarly, villacies along the coast are to extent
some 

supplied by the Omani Navy. In Musandam and Dhofar the military has

launched comprehensive "Hearts and Minds" type programs.
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Summary of Development Planning and Project Selection Process
 

The Oman Development Council, which is chaired by the Sultan, is

responsible for overall planning and preparation of the Government's Five
lYear Plan. ihe Council's Secretary General is an Egyptian, who has been
 
with the Council since its establishment under World Bank auspices. The

Council's staff includes an Office of Statistics, an Office of Planning and
 
an Office of Follow-up. Planning fthnfques are fairly-unsophisticated at

this-it--i-ving essentially a simpTheorecasting of expected revenue
 
and investment requirements based on absorptive capacity. Targets are

established by the Council and funds 
are allocated accordingly among the
 
various ministries, which are provided with broad guidelines for estab
lishing priorities. These guidelines 
include for the Lecond Fiye_-Yar
P n,_nQw under preparation, empasis on activities using'a h ercen
taap of local manpower, gograph~icA1stributIiQn and traditional prodiic-tive

sect°rs suc as agriculture and fisberies. Within th-fse macro parameters
in1div-l ministries 
are also given sectoral guidance on priority areas
 
for resource and project concentration. The Ministry of Agriculture, for
example, has been allocated R.O. 100 million under the Second Five-Year
 
Plan, of which R.O. 
40 million isto be devoted to water resource development and R.O. 25 million for fisheries. Ministries may propose projects

which exceed the amounts allocated, but these are listed separately and are

generally considered to be of second priority. 
Initial development budget

allocations by year and rinistry for the upcoming 5-year plan are given at
 
Annex D.
 

The Council's Office of Planning maintains a continuing dialogue with

ministries during preparation of their submissions, exchanging information
 
and guidance on priorities as well as suitable projects. The Planning

Office also works to assure that duplication of projects is avoided, and

that supporting infrastructure required from other ministries 
is being

properly planned and budgeted. Ministry submissions are reviewed and
 
assessed by the Development Council, which has responsibility for making
the final decisions on Plan content for each ministry. 
The Plan is then
 
issued and decreed into law by the Sultan. Implementation of projects

included inthe Plan isthe responsibility of those ministries or agencies

in whose field the individual activities fall. All ministries follow
 
standard government procedures for selection of consultants, contracting

and procurement of commodities for project implementation. Copies of
these procedures have been made available 
to the team but will require

translation from Arabic to English before any assessment can be made. 
The
 
Council prepares annual follow-up reports on performance under the Plan.
 
(note: The World Bank has English translations of these reports for 1976,

1977 and 1978. The 1979 report is expected to be published shortly.)
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Agriculture and Fisheries
 

The value of agriculture and fisheries output as a percent of GDP has
been declining steadily since the start of oil production in the 1960's,

dropping from approximately 34 percent in1967 to a present level of about

3.ercent, This sector, hnwever, continues to be an important source .of
 
income for fe majority of the Oman populationpeomyig an estimated two
thirds of the Omani and nearly half of the country's total work force.

High rates rura/naan-n-ra--n13y1iat-onstraint--of
of 0 
limited amounts of water and arable land are important factors contrib
uting to recent stagnation in agricultural and fisheries output. This
 
sector has also 
suffered from a relative lack of investment attention,

particularly during the period wh--agriculture and fisheries were part of

the same ministry responsible for petroleum and mining.
 

Between 1974 and 1978 agriculture and fisheries share of the Govern
ment's capital development budget was less than 2.5 percent. This percentage is expected to be significantly higher during the Second Five Year
Plan, for which 
 preIimirl-y expndie al locat-if6 sh6w agriculire-'aaid
fisheries receiving approximately 10 percent of the 1981-85 capital 
investment budget.
 

Only about 0.1 . en or 36,000 hectares of Oman's 300,000 square
kilometers of land is cropped. The non-cropped area is mostly desert,

sparsely populated by nomadic herdsmen. More than a
third of the country's

cropped area is concentrated inthe Batinah coastal plain located north of

Muscat toward the U.A.E. border. The balance is divided between the
interior of northern Oman, the Musandam Peninsula and inDhofar Province in
 
the south.
 

_Iear]"lf of the total cultivated area is devoted to date pas.

Alfalfa, which is intercropped with dates, accounts for another 15 per
-ent. Limes and onions also are important products, followed by lesser
ones including bananas, wheat, tobacco, mangoes and coconuts. Domestic
 
production supplTe-s only 60 percet of OmaP-s-food requirements, a situa
tion that isnot expected to change much in the foreseeable future.
 

Most agricultural land is individually owned and farmed, although the
incidence of tenant farming inthe 1iet-i 
 or of northern Oman reportedly is

fairly widespread. Size of holdings varies from region to region, with the

larger farms tending to be located along the Batinah coast, and the

smaller, fragmented holdings in the interior where the 
avera_size has
 
been estimated at 4.2 hectares.
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Probably the 
greatest single constraJnt to increasing agricultural

production is lack of adequate water. 
Average annual rainfall of less than
150 mm makes irrigation essenlTT-for 6ll crop production. For centuries

farmers have relied on man-made underground waterways (falajs) to carry

water from higher elevations having greater rainfall to the plains and
coastal areas 
receiving little or no precipitation. Farmers have also

depended on flood runGff to infiltrate the ground and recharge aquifers.

In recent years, as 
the demand for water has continued to increase,

farmers, especially those along the coast, haverejied_ more and more

shallow wells to meet 

on
 
their needs. As the amounts of water pumped has


Xce-ed-d-the- natural recharge from runoff, the 
water and soil in these
 
areas have become increasingly more saline, 
 to the point where

agricultural activity in some locations has declined.
 

The need to give urgent attention to the problem of water 
resource

development and management is well recognized by the Oman Government. A

Water Resources Council has been created to coordinate and plan the use and

conservation of water-for all purposes. 
The Council is served by a Water

Authority responsible for collecting data,drilling exploratory wells
 
§.geinea-ly _ resource base.' BotFVE6die-(eTfl~_n__i hewater 
 are under the
direct controlof the-Sultania Tr-di-c hn of the importance attached to 
water inOman*. It also should be noted that 40 percent of the Ministry of
Agriculture's total fund allocation for the Second Five-Year Plan isto be

used for water resource development.
 

Numerous studies have been performed which have expanded the data base
and made recommendations for increasing the supply of water. 
In 1978, the

U.S. Corps of Engineers, 
with financing from A.I.D.'s Reimburseable
Development Program, initiated a 
two-phase study of the future development

of water resources in Oman. The study was completed in late 1979 with a
recommendation that 
a water recharge program be- undertaken to recover

flood runoff normally ldt to the sea. 
The program which has been accepted

in Principle by the Government, would begin with a pilot jroject whose

impact area would be the southern part of the Batinahcoasal plain.
 

* An existing desalination plant north of Muscat, with 
a capacity of 5
 
million gallons-per -day, supplies an estimated 70 percent of the capital
area's household and commercial water requirements. A decision was iade
 
fecently to- double the- size ofthis-facit.... Additional smaller plants

are also being planned for other parts of the country.
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It isexpected that prior to implementation the design and physical configuration of the 
pilot activity would be modified to reflect recent -data
collection by the American consulting firm (Tetratech) working 
for the
Water Authority. 
 It has been estimated by-The Corps of-Engineers study /that increased water availability from the demonstration projegt alone'c-u-Id support-an additional 30.OOQacres--ofcrops. This will require
verification during final 
design of the project. Calculations are not
available to indicate the potential impact if such 
a program were under
taken on a wider scale.
 

The Government also is pursuing other approaches for expanding agricultural production, including the establishment of several experimental

farms and research stations for 
improving crop selection and identifying
appropriate irrigation methods. 
 An agricultural training institute has
been recently opened in Nizwa and istied directly to efforts to expand and
upgrade extension services to all regions of the country. 
The Government
also has 
a program for providing fertilizer, improved seeds and tractor
services at subsidized costs to the farmer either 
dirpctly or through

cooperatives.
 

The prospects for 
increasing agricultural growth and concommitantly
improving rural incomes, reducing urban migration and limiting dependence
on imported food are considered reasonably good. There are some 170
agricultural extension agents (mostly Egyptians) operating out of some 34
extension centers. 
 In addition, there are some 24 agricultural cooperatives. A_9ricultural inputs - seeds and fertilizers -are subsidized 50 ,/
percent bytte UmanGov.-Trctors 
and mechanical aids also are 
subsidized.
Even so, crop yields are 
relatively low, with substantial margin for
_mroEvement through strengthened extension servT
c-es and improved tec-chn-ial
i~puts. Most critical of all, howevef-
 --thne-de to develop andp-proer]y

manage the_wateresoue base. 
This will not only permit expansion of the
cropped area but also will reduce salination inover pumped areas. Implementation of the water recharge project 
as well as the conduct of a
national hydrological survey are considered keyprioritiesby the Ministry
of Agriculture. The Government of Oman has expressed strong 
interest in
having the U.S. provide assistance in the area of water resource develop
ment.
 

Fishing has been an 
important but relatively underexploited activity,
and like agriculture has been carried out largely on a subsistence basis.
Oman's 1,200 mile coastline includes a 
fishing area rich insardines, tuna,
anchovies, abalone and lobsters, but potential has not been realized due
mainly to inefficient techniques and the migration of fishermen to urban 
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areas. The Government's Fis ermerLEun_helps finance the purchase of boats
 
and--other-eipment-by traditional fishermen, but torage, processing and
 
marketing facilities at-_theJ-ishing__viflages are largely lacing.
 
RetTyie Government has made a serious effort to develop the maern
 
fishing sector through establishment of cold storage and prQCeSSin./*"
 
complexesaa Muttra intne capital area in19-7 and at Khasab (Musandam),

"Br-ami and on Masira Island in 1980. A joint stock comany, the Oman
 
National Fishing-Company,__wascreate to-develop commercl_
fishing. Eighty percent of the stock is owned by the private sector; the
 
alance ishe--byh Government. Agreements also have eeb entered into
 

with Japanese and Kor-f--firms to do large-scale, capital intensive
 
fishing with a fixed percentage of the catch going to the Oman Government.
 

Further development of the fishing industry will require technical 
expertise and training inplanning, management and marketing for both the ( /. 

traditional and modern sectors. The Government has identified fisheries 
training as an area suitable for S. -. c -s one specifi requirement

notedby the Director-General of Fisheries isthe need to provide advanced
 
degreetraining for twenty-two Omanis expected to be assigned to the staff
 
of to a Marine Sciences Center for which plans are now being completed with
 
the assistaice-6-U-NESCO.
 

Health
 

Prior to 1970, health services were virtually non-existent in Oman.
 
Since that time there has been a rapid growth in facilities and services.
 
The number of hospitals, clinics and dispensaries has risen from 19 in1970
 
to 79 in 1980. This includes 14 hospitals, 11 health centers and 54
 
dispensaries located throughout the country. There also are four mini
maternity centers. By the end of 1980, four additional maternity centers,
 
six new dispensaries and extensions to four major hospitals will have been
 
completed. The number of hospital beds by the end of 1980 will total 1,684
 
compared with 12 in 1970. More than 60 percent of these beds are outside
 
the capital area. The Ministry of Health also operates 26 mobile medical
 
units which provide coverage for people living in remote areas.
 

Accompanying this growth in facilities has been a substantial expan
sion in the number of doctors, nurses and other trained specialists. The 
number of doctors has increased from 13 in1970 to 224 in1979, nurses from 
2 to 949 and specialists (primarily laboratory, dental and x-ray techni

\ ',. cians, medical orderlies and health assistants) from 73 to 1,512. An 
-' " , ti aed80 percent of the doctors and nurses are non-Omani, while Omanis 

I'll/on the other hand comprise as much as 75 percent of the specialist
fit' category. The Al-Rahma Nursing School, started in 1970, runs three-year 

courses which the Mini~try-f- Health considers comparable to those 
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available in advanced countries. A new nursing school facility scheduled

for completion late in 1980 will have- an intakecapacity of 200 per year.
The facility will also provide training for para-medical staff. As of mid
1980, six Omani doctors were enrolled in post-graduate studies abroad in

various fields of specialization. 
 Several more Omanis were studying

medicine and public health.
 

Government spending in the health sector in 1978 (the latest year for

which complete data are available) totalled R.O. 15.9 million, of which

R.O. 3.8 million was for capital development. The 1978 capital expenditure

figure, while slightly higher than 1977, was down sharply from prior years,
presumably reflecting completion of the government's rapid expansion of

major curative facilities. Indicative capital expenditure allocations for
the Second Five-Year Plan show health receiving about 3.5 percent of the

total 1981-85 development budget, with annual spending growing from R.O.
 
5.0 million in1981 to R.O. 10.0 million in1985.
 

Current statistics on the incidence of endemic diseases in Oman are
not readily available*, but the main problems 
are known to benalaria

trachoma, tuberculosis and gastrointestinal virus infection. -Sp-Tl
 
programs are underway in each 
of these areas, with major efforts being
devoted to malaria (see annex H) and trachoma with assistance from UNDP/WHO

experts. 
In the case of malaria, a training center isunder construction
 
now, which when completed will provide six-month courses for 20 trainees
 
at a time in malaria control and other aspects of preventive health care.

Mass immunization programs have also been undertaken against such diseases
 
as poliomyelitis, diptheria, whooping cough, tetanus and tuberculosis.
 

While expansion of the health system during the 1970's 
concentrated
 
heavily on curative medicine, 
there has been some progress in shifting

attention to the preyentive_area. Inaddition to control efforts aimed at

malaria and commUeM1I
his6 
 ses, the Ministry has added an environmental

sanitation officer to its staff, established a school health program and

introduced health education and maternal/child health care programs and

public health units located at approximately 17 sites around the country.
 

* 	 The MOH's 1977 Achievements Report does have 
data on number of cases, etc. 
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The Minister of Health has indicated a strong desire to expand his
Ministry's capacity to proviJe primary health care 
to all people in all
parts of the country. The country's health facilities are arranged ina
three-tiered system, starting with the 
network of 14 hospitals. The 11
health centers (small rural hospitals in effect), staffed by doctors on 
a
permanent basis, constitute the second tier. The third tier ismade up of
small clinics and dispensaries, providing both preventive and curative
medicine. 
These are staffed by trained para-medical personnel assisted by
doctors making regular visits. The Ministry's objective isto locate these
units so that everyone has reasonable access 
and that they are situated

within no more 
than two hours travel time from the nearest rural health
center. In1977 itwas estimated that the existing 45 dispensaries together

with the mobile health units were providing coverage to 80 percent of the
country. 
Since then the number of units has increased to 54, with another

21 planned for 1980-81. Coverage, in term of facilities, is therefore
considered reasonably good. The need, however, isto upgrade the quality

and kind of health care available through these units and to 
strengthen

linkages with the rest of the health system.
 

The 
U.S. Peace Corps currently has three volunteers working in the
health sector. Two are clinical nursing instructors at the Al-Rahma School
 
of Nursing and a third isworking in rural health in Dhofar Province. In
August of 1980, some 12 to 15 new volunteers will begin work in the

government's disease control program for tuberculosis and trachoma as well
 as assist inbasic immunization of children against communicable diseases.
These volunteers will be assigned either 
to provincial hospitals or to
rural 
clinics. Another 10 volunteers with sanitation experience will
 
commence work in 1981. 
 Their primary function will be to supervise construction of latrines at Oman's schools as 
part of the Government's
 
announced policy of giving all Omanis access to sanitary waste disposal by

1990. 
 They will also do some work in the area of health education.
 

Education and Manpower
 

An estimated 80 percent of the Omani population is illiterate. Prior
to 1970, Oman had a highly conservative ruler who distrusted modern influences and schools were frowned upon. 
 Omani statistics indicate there
 
were only three public schools - primary schools for males only 
- in thecountry in1970, with an enrollment of 900 pupils. Inaddition, there were
 
an estimated 50 Koranic schools throughout the country, with perhaps 6,000
students. A modern system of primary education (six grades) was started in
!972; senior secondary (three grades) started
was 
 in 1973. No higher

education isavailable in Oman.
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By 1979 the number of schools had increased to 352 and included 257
 
primary and 95 preparatory and 
secondary schools, while enrollment had
 
grown to 85,937, of which 30 percent were female students:
 

Pupils, 1978/79
 

Primary Preparatory
Male 73025 5,76552 Secondary Total59,319-


Female 24 949 1513 156 
 26 618
Total 
 W 8156 

Government Schools, 1978/79
 

Primar Preparatory Secondary Total
 
Male 7355 
 7
 
Female 5j 20 
 2 72
Co-educational 134 
 11 
 - 145
 

Total 257 86 
 9 352
 

In addition to public schools, in school year 1978/79 some 27 private

schools were inoperation with an enrollment of 2,303 pupils covering all
grades. Another 4,608 pupils (over-age for regular schools) were enrolled

in 145 special government 
literacy centers around the country. Adult

education centers (94 innumber) enrolled another 2,891 pupils.
 

The geographic distribution of schools appears to be reasonably good

with more than 85 percent located outside the capital area. It is not
known, however, how many of these schools inthe non-capital region are in

rural areas, nor isthere any comparative data on the quality and condition
 
of schools in urban versus rural areas.
 

A_teacher training institul-
 for men was opened in1976 followed by one
for women in 1477. ....
Enrollment in these two institutes in 1978/79 was 77

and 38, respectively. The Vocational Training Institute inMuscat, opened

in 1978, had a student boby--of-346-in-1978/79, with an F.dditional 500

receiving apprentice-type training on 
a part time basis. Another three
 
centers opened in1979, a fifth is scheduled for 1980 and .,everal more are

planned by mid-1980's. The Government also operates 145 
literacy centers
 
and 94 adult education centers.
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Keeping pace with the increased number of schools, the number of
teachers has expanded from 30 in 1969/70 to well over 4,00 presently.

Just over 10 percent of these are 
Omani, the remainder are t-,patriates,

primarily Egyptians who account for more than half the total number of
 
teachers in Oman:
 

Teachers In Government Schools
 

1975 1976 1977 1978 1979
 

Omani 354 320 403 417 480
Egyptian 1,168 1,302 2,028
1,692 2,372

Jordanian 
 468 444 465 547 677

Sudanese 41 
 47 107 309 519
 
Saudis 30 
 50 130 147 143
Palestinians 28 37 
 49 27 22
 
British  - - 15Pakistani  - - 38Other 16 26 30 32 20
 

Total 2,115 2,230 3,552
2,878 4,286
 

While the rapid expansion of the education system should, in the long
run,increase the availability of skilled Omani workers, 
it has so far

tended to 
delay their entry into the work force. Estimates indicate for
 
example that for the next 
five years the number of school leavers after
nine years of education who will be available for recruitment will rise

from 300 in 1981 to 
1,500 in 1984 and then decline to 1,000 in 1986. A

large number of school leavers after nine years who would otherwise be
available for employment are being absorbed by other Ministry of Education
 
institutions, including 
in particular the newly established vocational

training centers where they spend two to 
three years learning office
 
skills, building trades, etc.
 

Throughout the 1970's and continuing into the 1980's the demand for

skilled ]ah-o-in all occupations has greatly- exceeded the loca 
 u-ppey-df
manpower. Consequently, Oman has had to rely heavily on 
imported labor.
 
'lTe--oreign work force, predominately Indian and Pakistani, is

concentrated in the construction industry but expatriate workers 
are
employed inall categories, including a 
small number infarming. Estimates

place the number of expatriates in Oman now at roughly 100,000, or just

over 40 percent of total employment. Approximatie&F8percent of the
 
expatriates 
are employed in the private sector. Government policy does
require that whenever possible Omanis should be hired before expatriates,

and firms employing more than 50 persons are required to provide formal

training programs for Omanis or pay a training levy.
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Complicating the manpower planning problems of Oman is the fact that
despite its chronic labor shortage, _Oman is alsoalaborexponter. While

larg-e-rnumbers-o-r-kTl-idsem--illed laborers are being brought in
from India and Pakistan, as many as 50,000 similarly skilled Omanis 
are
 

estimated to be working in the neighboring Gulf States, apparently
attracted by higher wages. With a total Omani 
labor force of less than

150,000, this is not an insignificant loss.
 

Each year the Government finances a substantial number of students in

post-second-ary e-uc -ionabroad.
In 1978/79 the number of publically and
privately financed students studying outside Oman was 695 (552 male and 143
 
female) as follows:
 

Country of Study
 

Subject 
 Arab Asian
 
Countries* Countries U.K. U.S.A. 
 Other Total
 

Medicine 45 13 3 1 
 4 66
Engineering 29 3 6 95 
 7 140
Business 89 4 18 
 29 1 141
Science 23 
 1 - 11 5 40
Agriculture 3 
 - 3 1 7
 
Economics &
 

Political Science 25 
 4 - 33 - 62

Other 165 
 1 35 31 7 239
 

Total 
 6 2003 f 695 

* Egypt accounts for 57 percent of students studying in
 
Arab countries, and 31 percent of all students studying
 
abroad.
 

As the above table indicates some 45 percent of Omanis studying abroad
 are attending schools in non-Arab countries. The OmanGov reportedly is

concerned about these students 
being influenced by radical student

elements inthese countries, which could result inan evenrgeter concen
tration of Omani students inArab countries in the future.
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The available data does not indicate degree level or length of trainipq
being pursued, but it is assumed that given Oman's lack of any post
secondary education, the majoity-of-Such-ti g-ai-i -u-ergaduateat-

level. Precise data is not available on the numbers of student7-Whdno--dt-hdt 
return to employment inOman, although the World Bank has estimated that up
to 50 percent do not return. In this rega-r-d it sh6u1d--b- oted-that 
g m -6 orea-studt-s apparently do not undertake any formal obli
gation to work in Oman upon completion of their training abroad. 

While a large percentage of overseas training is government sponsored,

it is not known to what extent financing is provided by the host country.

It is believed that this is an area where U.S. assistance would be 
approprit ,especially since the record already indicates sF6og lean
ing toward U.S. institutions for technical training. The problem will be
 
finding candidates who are qualified and who can be spared by their 
employer for long-term training. Another possibility for U.S. assistance
 
would be short-term training courses in special areas such as accounting,

banking, remote sensing interpretation, etc., conducted in-country or in
 
the United States.
 

Public expenditure on education and training in 1970 through the
 
Ministry of Education totaled R.O. 27,576,714, of which O.R. 21,923,126
 
was in recurrent expenditures and R.O. 5,653,588 was in development ex
penditures. This represents 13 percent of recurrent government expendi
tures and 4 percent of the development budget. According to OmanGov
 
preliminary development allocations for the Second Five-Year Plan, educa
tion would receive 4 percent of the total development budget over the
 
period 1981-85. There isno data available on projected recurring expendi
tures over the period.
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5. U.S. Assistance
 

Oman isstill inthe beginning stages of development, and needs abound ".,
inevery sector. 
The level of U.S. economic assistance available for Oman 
 , /
is not sufficient to address all 
or even most of Oman's development needs. .
In order to have an impact, U.S. assistance should be concentrated in key
areas where an early payoff is possihle. Early results are necessary to
fulfill the political needs 
inherent in the new Omani-U.S. economic and
 
technical relationship.
 

The Omanis seem to want the Joint Commmission, initially at least, to
confine its-efforts largely to project development and support. -Tii is a t
 
narrower purview than that discussed during-the--access negotiations. Then
the discussions called for the Commission "to serve as 
a central point for
developing, economic-and commercial .ties between the U.S. and Oman, with.
part-icular iemh is on-- tfie--t-ansfer- of. technology. to foster Oman's
development." 
 The team does not believe it ispossible to be very precise
at 
this time about the range of activities that might be undertaken under
the Joint Commission in the future, and 
in any event it would be
undesirable to set a 
rigid framework at the outset. Flexibility is needed
to develop an 
effective Joint Commission relationship, and it will take
time for the role of the Joint Commission to become established.
 

Prior to the A.I.D. team's visit the signals picked up by the Embassy
indicated that the Omanis 
were particularly interested 
in U.S. economic
 
assistance in the following areas:
 

- Water
 
- Agriculture
 
- Minerals exploration using satellite photography
 

During the team's visit Omani interest in these areas was confirmed.
The first two areas look promising for A.I.D./Joint Commission attention,

while the third -minerzls exploration  does not, as the Embassy believes
the OmanGov isbeing well served inthis area by its existing-contacts with
USGS and Tetratech. Water, and in particular the water recharge project
surveyed by the U.S. Corps of Engineers, was identified as top priority for
the new Joint Commission, because of the obvious need for water, and the

fact that this apparently isthe only project possibility for the Commision
for which some technical work already has been done and OmanGov approval

has been granted.
 

The .water recharge project recommended in the U.S. Corps of Engineers'
November 1979 Report has been accepted inprinciple by the Oman Gnvernment
and endorsed by the Water Resources Council as a high priority for investment. The concept of 
water recharge dams is well-established in the
southeastern U.S. and Mexico. 
Itconsists essentially of constructing one
 or more 
low-lying permeable flow-through structures to slow down and

permit infiltration'of surface runoff that would otherwise be lost.
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Although the 
proposed activity is considered to have an excellent

chance of success, certain gaps in hydrological data, sedimentation rates

and flow volumes make itdesirable to begin with a-plot-project. The area

selected, Wadi Samail (also known as Wadi Khawd) isone where the best data

exists. Since completion of the 1979 Corps of Engineers study, the Oman

Water Authority's American consulting firm,Teitratech, has collected addi
tional data, primarily through use of satellite imagery. 
Using this new

data, Tetratech has developed an alternate design for the pilot project

which it believes will permit greater infiltration and shift the project's

impact southward to an area of greater agricultural activity.
 

Before proceeding further with consideration of this project for

A.I.D. financing, it isessential that the Corps and Tetratech proposals

be reconciled 
and a single scheme selected by- the government for final

deign and implementaff-on. -With-th-e concurrence 
of the Government and
 
Water Authority, the A.I.D. team will handcarry the Tetratech material to

the Corps of Engineers' U.S. office with a recommendation that Corps staff
 
return to Oman to assist inreconciliation of the design alternatives.
 

Once the technical design option has been agreed upon, there will be

other requirements to satisfy A.I.D.'s 
project design needs, including

additional economic data collection and analysis, more detailed cost esti
mates (the Tetratech option apparently is somewhat more costly than the

Corps proposal), an environmental assessment and a social analysis. 
 With
 
an A.I.D.-prepared scope of work, itshould be possible to have the enviro
nmental work performed by the Corps of Engineers. An American, Arabic
speaking anthropologist living in Oman has been identified and contacted
by the team as a 
possible candidate for doing the social analysis. Imple
mentation of the project, according to present thinking, would 
be

accomplished using U.S. 
and/or local Omani construction contractors

believed to have the necessary experienceand capacity...Finral de7sidn and

construction supervision would be done by the Corps of Engineers.
 

Considerably less information isavailable on project possibilities in
the Agriculture and Fisheries sector. 
 The OmanGov places high priority on

this sector and plans to allocate R.O. 60.0 million (exclusive of water)

for its development during the next five year plan. Agriculture (including

fishing) produces only 3 percent of GDP, but 
it is an important sector

because itemploys 50% of the Oman labor force, and two-thirds of the total
 
population 
is'dependent of agriculture for th:ir livelihood. Also, the
 
government wants to make farming more profitable and attractive to stem the

flow of rural/urban mfg'at-ihn 
 Also, of course, a stable rural population

offers greater support for the central government.
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(Fi;sheris-was an area 
in which the Omanis expressed interest for the

JoiInt-Commissioh's early attention. Activities mentioned include advisory

assistance to strengthen the fisheries department training and as istance
 
ttoiraod!iona1 small fish ere--, and ssistanoe to develop 
a modern,
private sector fihing industry. A specific training requirement identi
fiedfor possible U.S. -aisslstahce by the Fisheries Section of the Ministry

of Agriculture is inthe area of marine sciences. 
With the help of UNESCO
the Ministry plans to establish a Marine Science Center which would have as

its main objectives research, management and conservation of the country's

fish resource and some training of Omani fishermen in new technologies.

Tenders for a consultant to prepare final design for the Center are
expected to be released later this year. 
 The target date for opening of

the Center is 1984. Overseas training at various degree levels in the

Marine sciences will be required for the Center's twenty-two professional

staff members. A copy of the proposed training program has been provided
to the team but itwill require translation into English. The UNESCO study
should also be available infinal form within the next two to three months.
 

Inaddition to training inthe Fisheries sector, the A.I.D. team also

discussed with the Omanis the idea of ,ageneral training projeft that could

be used for a broad range of training nee--ds-including observational tcJrs,

short and 
medium term technical training, and academic training. The
Omanis seemed interested in having such a program. It was during this

discussion that Under Secretary al-Alawi commented that "most of the
ministries don't know about the Commission yet, and when they learn about
itthere will be a 
lot of requests for assistance from the Commission."
 

During the same meeting the team explained the usefulness of
allocating a
portion of the grant funds for project development and design

work and other technical services (i.e. a TSFS project), and this idea was
endorsed by the Omani 
side. Funding of 'tKis sort will be required to

develop projects for the Commission and funds should be allocated-from-the

first $5million grant for this purpose ifat all possi6le, so projects can
be readied for funding inFY 1982 when loan funding will become available
 
for Oman.
 

Health also could be a prime target for A.I.D. attention. The Minister

of Health-expressed interest inprimary health care and outreach services
 
to the rural population, which would well
fit with A.I.D.,s-aFas of
development interests. 
 Like the other areas of possible attention, more
 
information isneeded. 
We believe itwould be very useful for someone from
the Bureau's Health Division to visit Oman and have a full range of pro
fessional discussions on Oman's health activities, ongoing and planned, to
determine ifthis isan area for possible A.I.D. financing.
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Housing-is another area where some potential may exist, but further
 
work will be required to reach a final judgment. The government is very

interested inproviding adequate housing for Omanis inboth urban and rural
 
areas, and has a variety of programs underway. Team members met with the
 
General Manager of the Oman Housing Bank, which is a principal instrument
 
for housing activities inOman. (Adescription of the Bank's operations is
 
provided at Annex K). While the Housing Bank is expanding its operations

and is looking for additional capital, the Managing Director indicated
 
that "HIGs" would not be attractive because of their interest rates. The
 
Bank is looking for capital on grant or near grant terms. The Managing

Director did say that he would be very interested in a visit by one of
 
AID's housing experts who could explain the various kinds of technical
 
services and resources available under the AID housing program. This
 
should be followed up to determine what the potential is for A.I.D.
 
activity inthis area.
 

The team believes it is too early to reach final decisions on initial
 
or subsequent years project funding by the Commission. The areas described
 
above should be considered primary targets for near- term U.S. assistance
 
efforts if sound projects can be identified, but morenf~rjiat Qr1wi1 be 
required to develop a comprehensive pictureof .Omani develIopmentefforts
and de-v1s a1 -ong term strategy fQ.U.S,-assistance-efforts For initial 
A7.I.. planning purposes, the team recommends the following programming to 
of the first $5 million grant in1981, with the caveat that everything has 
be considered tentative until details are worked out on the top priority
 
water project, including the level of cost sharing the OmanGov will
 
provide:
 

$ 3.5 million -- Water project, pilot phase 

$ 0.4 million -- Training, first funding increment for a broad umbrella 
development training project 

$ 0.5 million -- Project development and design services 

$ 0.6 million -- 1st year's operational costs for Joint Commission 

It should be noted that under any allocation scheme the OmanGov will
 
have to share the cost of the water project, if it is to be undertaken in
 
FY1981. The pilot phase of the project will be over $7 million, while the
 
total amount of U.S. funding available in FY 81 will be only $5 million~a
 
part of which must come off the top to establish the Joint Commission
 
organization.
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Recent U.S. Assistance Related Activities InOman
 

The following list summarizes recent U.S. assistance activities in
 
Omar:
 

A.I.D.
 

A.I.D. activities up to the present have consisted solely of reimbur
sable activities, as follows:
 

(a)The Corps of Engineers (COE), responding to an August 1978
 
Omani request, undertoo. a study of Omani water resources
 
and developed a detailed proposal for capturing the run-off
 
from winter rains with a series of catchment facilities, and
 
using this water to recharge shallow aquifers. This isthe
 
project identified as top priority for the Joint Commission.
 

(b)The FedL, al Aviation Administration has been supplying reim
bursable technical assistance to the Oman aviation
 
authorities. A three-man Civil Aviation Advisory Group has
 
been in place since 1975. This agreement recently was re
negotiated to extend the period and increase the number of
 
advisors.
 

(c)Bureau of the Census provided a Bucen technician for three
 
weeks of TOY technical assistance to the Finance
 
Directorate.
 

(d)The US Geological Survey The Director of the Minerals
 
division of Ministry of Petroleum and Minerals has indicated
 
a strong interest in having the USGS undertake extensive
 
geological mapping. A five-year project involving mapping

of the Samail region has been discussed. This would involve
 
some 35 man-months per year and total roughly $1.5 million.
 
The USGS would be willing to undertake this project on a
 
reimbursable basis, and this has been conveyed to the
 
Omanis. The Omanis also are interested in a $700,000
 
minerals laboratory.
 

OPIC
 

Currently OPIC's Oman exposure consists of $15 million insurance ($7.5

million expropriation and $7.5 war risk/insurrection coverage) for one
 
firm. Applications for another $15 million by two 
firms are pending.

Because Oman is a high-income country, OPIC financing programs (i.e.

loans/loan guarantees and pre-investment surVeys) are available only on 
a
 
very restricted basis (e.g. to small business). To date there have been no
 
applcations for these latter programs.
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EXIM
 

Reflecting the relative lack of US commercial activity in Oman, EXIM
 
financing has been negligible. Current exposure is recorded at $2.7
 
million in loan guarante~-(3 million short term and $1.1 million medium
 
term).
 

The Peace Corps
 

The Peace Corps has been active in Oman since 1973. In recent years
the program has averaged 20 - 25 volunteers plus a country director and 
program officer. Currently there are 17 volunteer positions incnuntry but 
this figure should rise again shortly. The volunteers are largely engaged 
in educational-type activities (English teaching, nurse training, medic 
training, and maternal/child health). The volunteers also assist at medi
cal clinics. In the near future the PC hopes to initiate community 
assistance programs (e.g., day care centers) and some agricultural exten
sion work. It is also expected that 6 PC couples will man outboard motor 
repair facilities for fisherman at various remote sites. InFebruary 1980 
the PC received an Omani request for additional volunteers in the health 
area. Fifteen addition volunteers will arrive in August and staff three 
man disease control teams scattered around the country. 
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6. Joint Commission Arrangements
 

The A.I.D. Team, accompanied by the Ambassador, DCM and

Economic/Commercial Officer, met three times with the Omanis to work out
 
the structure and organizational arrangements for the new Joint
 
Commission. Yousaf al-Alawi, Under Secretary of the Ministry of Foreign

Affairs, Mohammad Musa, Under Secretary of the Ministry of Finance, and Dr.

Sherif Loutfi, General 
Secretary, Oman Development Council, constituted
 
the Omani 
side. The first meeting was a general one in which general

concepts and approaches for the new Commission were discussed. The second
 
and third meetings focused on organizational, administrative and opera
tional details of the Commission, and review of discussion papers prepared

by Dr. Loutfi describing the organizational structure desired by the
 
Omanis. The final paper, on 
which both parties agreed, is attached at
 
Annex J.
 

In negotiating the Joint Commission arrangements with the Omanis the
 
team indicated a slight preference for a more traditional A.I.D. approach

(i.e. a more or less self-contained unit functioning closely with the U.S.
 
Embassy), but expressed a basic willingness to be as accomodating as
 
possible. The Omani negotiators, for their part, appeared to have strong

preconceived notions as 
to how they wanted the Commission structured--


The organizational structure and operational procedures for the Joint
 
Commission worked out with the Oman Government call for a semi-autonomous.
 
Commission closely linked to the OmanGov but having its 
own operational

budget, staff, and offices. As indicated above, this structure was
 
proposed by the Omanis. This was one of the options inthe A.I.D. team's
 
negotiating brief, and was acceded to by the U.S. side. 
 The Commission
 
would be responsible to and would operate under the joint authority of the
 
two co-chairmen. The Joint Commission would adopt the Government of Oman's
 
financial and administrative rules and procedures as approved by the co
chairmen. Each co-chairman will be responsible for obtaining his govern
ment's approval, where necessary, incase of any decision that may require

such approval. The two co-chairmen will hold periodic meetings as they

deeri necessary to review Commission activities and resolve any issues that
 
may arise. On the U.S. side, the Ambassador will serve as the Commission
 
coQchairman, while on the Omani side the co-chairman will be Yousaf al-

Alawi, Under Secretary of the Ministry of Foreign Affairs. (The

designation-ofal-Aiawi occured after the team departed Oman).
 

The Oman Government will second a Senior Executive Officer 
to the
 
Commission who will serve as'the-managing director of the Commission's
 
staff and activities. The OmanGov agreed to consider seconding other
 
supporting staff to the Commission, as may be mutually agreed, depending on

the availability of such personnel. The U.S. Government will 
second two
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development o.pffjers 
 to the Commission who will be responsible for
teh-ntal aspects of project identification, development, design and im
plementation. The U.S. staff will.report to the-Omani 
Senior Executive

Officer, who will-have responsibility for overal1 operational performance

of-the Joint Commission under the policy guidance of the two co-chairmen.
 
The U.S.G. agreed to consider seconding other experts, as mutually agreed,

depending on availability of such experts. Both 
sides will review and
 
approve staff nominations.
 

Supporting staff will 
be directly employed by the Commission under
 
contract for a maximum of two years with a 
renewable option. To the extent
 
possible itwas agreed that the supporting staff will be recruited from the
 
local pool of labor whether Omani or expatriate.
 

The Joint Commission staff, with technical reliance on the U.S.

seconded development officers, will essentially accomodate project

proposals from the various OmanGov Ministries, as ap rv-d -Within-the
 
Goverhment's Five Year Development Plan, and work with ministries 
in tevaluating project proposals and arranging for feasibility stu-ldii;tesign { (work9--and project implementation. Identification of projects will be

assisted by short term U.S. experts....It is visualized that the actual

design of projects and the supervision of their implementation will be
 
handled through contracts.
 

Financial procedures will be as follows: an annual operating budget

will be prepared by the Joint Commission and reviewed and approved by both
 
governments. Funds from the U.S. $5 million grant will be used for the
 
Commmission's operational costs not borne by the Omani Government, and for

approved activities and projects. It
was agreed that the full $5 million
 
grant will be obligated each year. "The details were left open, for flexibility. Ifproject possibilities are not definitive enough for the oblig
ation of the grant funds, they could be obligated under an institution
 
support grant. 
We will have to writ and see how this works out. Disburse
ment of funds will be by mutual approval. Project loan funding also will

be budgeted annually, based on projections developed by the Joint
 
Commission staff.
 

The Omanis agreed that the project loan budget would be considered a target

and not a fixed requirement, so that if projects included 
in the annual

bud et do not become ready for financing during the fiscal year in which

they are programmed any unused funds would revert to the.U.S. Treasury. 
In

discussions with the Omanis the A.I.D. team ensured that the Omanis clearly

understood that under the agreed Joint Commission arrangemeht,-tfe-burden

of responsibility for adequate 
level of loan projects would be on them.

The responsibility of the U.S. personnel will be to provide technical
 
services and not to ensure the level of loan obligation.
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Administrative and Logistical Support
 

The U.S. staff seconded to the Joint Commission will require a certain
 
level of administrative and logistical support from the U.S. Embassy since
 
the Oman Government no longer has a housing and support services program
 
for its expatriate personnel. The Omani Government has recently disbanded
 
this program and now only provides fixed allowances based on the employee's
 
position grade. Therefore, all expatriate personnel are responsible for
 
their own housing and support arrangements. While the A.I.D. officers will
 
be seconded to the Joint Committee, they will have official status as part
 
oftFe-U-_S. presence and kiII-equire the same kinds of support provided
 
to other members of the official American community of comparable rank.
 

The usual procedure to arrange for such support is through a Foreign
 
Affairs Administrative Support Agreement, with the American Embassy,
 
Muscat, to provide the two USDH A.I.D. officers seconded to the Joint
 
Commission administrative and logistical support services.
 

The Embassy Administrative Office is currently staffed by two State
 
officers. They are an Administrative Officer and a Budget and Fiscal
 
Officer. The administrative support staffing level is 10 direct hire
 
foreign nationals plus 12 employees under a contract arrangement with the
 
Embassy. All positions are presently encumbered. The Embassy has requestd
 
three additional FSN positions, which are urgently needed. In team dis
cussions with the Acting Administrative Officer, he stated the present

staff isinadequate to extend additional administrative/logistical support
 
services.
 

With the steady increase inthe past several months of U.S. Government
 
personnel inOman on assignment or TDYs, the Embassy has requested that the
 
Administrative Office staff be augmented to accommodate increasing support

services demands. As a result, a General Services Officer has been
 
assigned to the Embassy with an early fall arrival date. After the arrival
 
of the GSO, the Administrative Office will be better staffed to review
 
support servicing methods and give attention to be adequacy of levels of
 
services.
 

Administrative/logistical support services for the Joint Commission
 
will be the responsibility of the Commission, except for the two USDH
 
A.I.D. employees seconded to the Commission.
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The projected listing of services that will be required for the A.I.D.
 
staff are as follows:
 

Function 

Required by
 

1. Personnel Services
 

1.1 American Personnel Management

1.2 	Local Personnel Mangement 

None
 
None
1.3 Welfare & Health Services 
 Full
1.4 Travel Service 
 Partial
 

2. Budget and Fiscal Services
 

2.1 Accounts and records 
 Partial
2.3 Vouchering 

Full
 

3. General Services
 

3.3 Administrative Supplies 
 Partial
3.6 Shipment and Customs 
 Full
3.8 Building operations - Residential 	 Full
3.9 Leasing - Residential 
 Full
 

4. Communication Services
 

4.1 Telegraphic Traffic 
 Full
4.2 Pouching 

Full
4.4 Mail & Messenger Services 	 Full
 

Commission Operating Budget
 

The first year's operating expense budget of the Joint Commission is
outlined below. 
The initial costs for furnishings, transportation, office
equipment and other expendable property are a significant portion of the
budget. 
After the Commission has been established recurring expenditures

will reduce considerably.
 



C o m p o n e n t 


1. 	Personnel-Salaries & Benefits 


Senior Executive Officer
 
Salary Benefits
 
20,000 12,820 


Two Development Officers
 

Salary Benefits
 
40,000x2 11,000i2 


Assignment to Post Costs
 

Travel Shipment of HHE/POV
 
6,500 10,000 


Joint Commission Support Staff
 

Two Secretary-Typists
 
Salary 	 Benefits
 

9,302x2 3,440x2 


Financial & Administrative Officer
 

SBenefits
 
13,2 7,200 


Accounting Clerk
 
Salary Benefits
 
9,300 3,W4 


Public Relations & Personnel Clerk
 
SBenefits
 

3,44F 
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OmanGov 
Providing.-.. . 

.$-32 
.--

USG 
Providing 

262,398 

Total 

295218 

32,820 32,820 

102,000 102,000 

16,500 16,500 

25,480 25,480 

20,400 20,400 

12,740 12,740 

12,740 12,740 
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Transport Clerk 
Saar Benefits 

2,186 10,268 10,268 

Two Typist 
Salary
8,10X2 

- Arabic and English 
Benefits 
2,86x2 20,572 20,572 

Three Drivers 
Salary
5,200x31, 

Benefits 
840x3 21,120 21,120 

Messenger 
Salary 

4,320 
Benefits 

1,200 5,520 5,520 

Two Farrashs (Reception & Office Boys)4ala Benefits4 1,200x2 11,040 11,040 

Overtime 4,000 4,000 

2. Housing 109,0001099000 

Housing costs for 2 U.S. Government employees
Rent - 24,000 x 2 
Utilities - 5,000 x 2 
Renevations - 1,500 x 2 
Maintenance - 2,000 x 2 
Furnishings & Appliances - 22,000 x 2 

48,000 
10,000 
3,000 
4,000 

44,000 

48,000 
10,000 
3,000 
4,000 

44,000 

3. Office Facilities 64,000 64,000 128000 

Building Rentals 
Equipment 
Utilities 
Supplies 
Redecoration Costs 
Cleaning & custodial Services 

55,000 

9,000 

-
36,000 
10,000 
12,000 

-
6,000 

55,000 
36,000 
10,000 
12,000 
9,000 
6,000 
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4. Transportation 45,000 45,000 

Vehicles (12,000 x 3) 36,000 36,000 
Gas 
Spare Parts 
Maintenance & Repairs 

6,000 
1,500 
1,500 

6,000 
1,500 
1,500 

5. Travel 16,100 16,100 

Two USG-Incountry Travel (2,000 x 2) 
Medical Evaluation 
Rest & Recuperation - 1,200 
International Travel & Per Diem - 7,500 

4,000 
3,400 
1,200 
7,500 

4,000 
3,400 
1,200 
7,500 

6. FAAS Agreement 

20,000 20,000 20,000 

7. Other 64,000 64,000 

AID/W TDY Travel - 24,000 24,000 24,000 
Consultants-Travel & Salary 
Contingencies - 15,000 

- 25,000 25,000 
15,000 

25,000 
15,000 

Grand Totals 96,820 590,498 687,318 



OMAN -- DATA SUMMARY 37 A ex A 
(.1979 data unless otherwise indicated)

Demographic data 


Population: 865,000 (Est.) 

Expatrial population: 140,000 

Pop. growth rate: 3%
 
Literacy rate: 20% 

Pop. under 15 yrs. old: 45%
 
Urban-rural ratio: 

Life expectancy: 47 yrs. 


National Income Accounts 

Gross Domestic Product $3.4 billion
 
GDP per capitaL $3900 

GDP growth rate: 31% (nominal, reflection oil 


price risel 

Composition of GPP 
Agriculture & fishing
Petroleum 2% 

61% 
Construction 8% 
Manufacturing 1% 
Transport & Telcom 3% 
Electricity & Water 1% 
Internal Trade 7% 
Banking 1% 
Ownership of dwellings 2% 
Public Admin & Defense 11% 
Other Services %Net100 

1.00% 

Composition of Labor Force 

Agriculture 48% 
Petroleum 2% 
Services 50% 

Composition of Civil Imports 

Food & Beverages 

Fuels & Lubricants 

Industrial & Building

Supplies 

Automobiles 

Other Transport eq.

Capital Goods NES 

Consumer Goods NES 


Origin of Imports 


Western Europe 

(FRG) 

(Britain) 

Middle East 

(UAE) 


Asia 

(Japan) 


Australia 

U.S. 


13% 

7% 


20% 

10% 

12% 

18% 

13%
 

100% 


100% 

42% 

(6.5%) 


(17.% 

18% 


(15%)
 
27%
 
(15%)
 
2%
 
9%
 

Exchange Rate: 1 or = 2.895
 

(Pegged to US dollar
 

Inflation Rate: 10% (est.)
 

Money Supply Growth Rate: 8%
 

External Debt: $478 million
 
Exchange Reserves: $720 mil as of 4/80)
 

Balance of Payments ($millions)
 

Trade Balance 852
 
Exports 2240
 
(petroleum) (2159)

Imports Cif 1428
 

Services Balances -492 
Profit Remit. -135 
Worker Remit. -281
 
Other 
 -76
 

Off. Loan & Grants 168
 
Grants 179
 

Grants 1 
Net Loans 11 

Oil Sector
Capital Flow 
 25
Errors and Omissions
 

OVERALL BALANCE 325
 

Fiscal Data ($ Millions) 

Revenues 2180
 
Oil Revenues
 
Customs 
 20
 
Public Util. 
 31
 
Foreign Grants 180
 
Other 
 II0
 

Expenditures 1885
 
Nat'l Defense 779
 
Recurrent 
 556
 
Capital 223
 

Civil 
 851
 
Recurrent
 
Development 
 376
 

Gov't Share of Oil
 
Operations 255
 

Operating 69
 
Development 185
 



Annex 	B
 

List of Persons Contacted by AID TDY Teams
 

U.S. Embassy
 

Ambassador, Marshall Wiley
 
DCM, Stephen Buck
 
Economic and Commmercial Officer, Kirk Augustine

Defense Attache, Colonel Raymond Stewart
 

Ministry of Foreign Affairs
 
Under Secretary, Yusif al-Alawi
 

Ministry of Finance
 
Under 	Secretary and Director General of Finance,
 

Muhammad Redha Musa
 
Director of the Budget, Hamoud Hilah,
 
Financial Advisor for Reserve Fund, Fredric Comtesse
 

Development Council
 
Secretary General, Dr. Sherif Loutfi
 
Chief Economist, Dr. Mohamed El-Shazly

Director General of Statistics, Mrs. Rajiha

Director General of Planning, Ahmed al-Ruhaisky

Director General of Follow-up
 

Ministry of Agriculture and Fisheries
 
Under Secretary
 
Director General of Agriculture
 
Director General of Fisheries, Abdullah Ali Bakathir
 

Ministry of Communications
 
Under Secretary for Ports, Roads and Airport,
 

Salim Ahmed Khaffan
 

Ministry of Health
 
Minister, Dr. Mubarak al-Khadhuri
 
WHO Malaria Advisor, Dr. Paltrinieri
 

Ministry of Petroleum and Minerals
 
Under Seceretary
 
Director General of Minerals
 

Oman Development Bank
 
General Manager, Mohamed Bechir Ben Uthman
 
Economist, Mahmoud Ismail Safer
 



Oman Housing Bank
 

General Manager, Mahomond Abu'teen
 

Roy Jorgensen Assoc., Inc. (consultant for World Bank's Highway

Maintenance project)
 

Deputy Director, James R. Ball
 
Vice President, Robert F. Fergerstrom
 

The Central Bank of Oman
 
Executive Vice President, Michael Brown
 
Department of Research and Statistics, Abdulla Dand, Manager
 

UNDP
 
Resident Representative, H. Basri Danisman
 

Department of Personnel
 

Director General, Salim Mohamed al-Masharfi
 

U.S. Peace Corps
 

Acting Director, Albert Nehoda
 

Tetratech (Water Authority Consultant)
 
Coordinator, Kirk Agon

Staff Member, Mr. Kim
 
Water Resources Expert, Dr. Robert Dale
 

British Council
 

Representative, C. G. Housden
 

American Anthopologist, Dawn Chatty
 

U.S. Corps of Engineers Team
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Annex C 

OMAN
 

Indicators of Physical & Social Infrastructure
 
end of period
 

Education
 

1970 1975 1976 1977 1978 1979 

Schools (number) 3 177 207 261 313 352 
Students (thousands) 0.9 
Student/Teacher ratio 30.0 

49.2 
23.3 

55.7 
25.0 

64.9 
22.6 

75.8 
21.4 

85.9 
22.2 

Health 
Hospitals 
Health Centers 
Dispensaries 
Public Health Facili

-
9 
-

13 
11 
40 

13 
11 
42 

13 
12 
45 

13 
12 
47 

14 
11 
49 

ties 
Beds 
Doctors 

-
12 
13 

27 
1,000 

153 

31 
1,252 

169 

32 
1,409 

211 

37 
1,409 
218 

NA 
1,428 

224 

Transportation 
Roads (kilometers) 

Asphalt 
19827 

10 
69203 9 719 11 

7 0811.903 
903 13 738 15 257 

Graded 1,817 5,495 8,500 10,509 12,151 13,497 

Aircraft 

Takeoffs/Land
ings 

Passengers (000) 
Cargo (Tons) 

-
-
-

15,011 
296.5 
11,007 

15,400 
371.0 
12,651 

25,936 
498.5 

13,283 

27,336 
527.1 
11,143 

28,595 
636.0 
10,760 

Shipping 

Vessels entered 207 772 1,679 1,839 1,771 NA 
Cargo loaded/ 

unloaded 
(Tons O00s)* 73 1,305 1,437 1,523 1,583 NA 

*Excluding petroleum 



q/3
 
Utilities 

Electricity 
Production 
(Million
kilowatt hrs) 

Water Supply 
(Capital area -
mil. gal.) 

Post offices & 
sub offices 

Telephone lines 
installed 

104.9 306.3 

14.0** 358.5 

2 27 

557 3,701 

412.9 

429.8 

37 

6,649 

548.2 

1,002.0 

42 

9.912 

612.9 

1,265.3 

46*** 

11,122 

NA 

NA 

43 

NA 

** Seven months only 

* Includes 4 mobile units 

Source: Oman Statistical Yearbook, 7th issue. 
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FINANCE
 

104-Government Investments by Economic Sectors 
Million Rials Omani 

Sector 1974 1975 1976 1977 1978 

Oil and Minerals 
Government contribution 
capital expenditure 
Gas pipelines 
Gas project 
Copper project 

Total Oil and Minerals 

to PDO 
14.9 

-

.-... 

--
14.9 

16.2 
17.6 

0.4 
34.2 

14.0 
0.2 

0.3 
14.6 

15.5 
9.0 

0.3 
24.8 

33.8 
4.4 

4.5 
42.7 

Agriculture and Fisheries 
Agriculture and irrigation 
Fisheries 

Total Agriculture and Fisheries 

2.9 
1.1 
4.0 

5.1 
0.2 
5.3 

0.7 
1.4 
2.1 

1.7 
0.3 
2.0 

3.7 
0.7 
4.4 

Industry 
Cement Co., 
Flour mill Co., 
Miscellaneous industries 0.3 0.1 

-
0.8 

3.0 
1.3 

I 

-

Total Industries 0.3 0.1 0.8 4.3 -. 

Trade and Tourism 
Trade (Oil tanks) 
Tourism (Hotels) 

-
0.8 

0.2 
1.3 

1.1 
7.9 

0.2 
6.2 

-. 
0.6 

Total Trade and Tourism 
Economic Infra.structure 

0.8 1.5 8.9 7.3 0.6 

Roads 
Ports and harbours 
Airports 
Post and communications 
E'ectricity and water 
Housing 
Civil works and structure 

Total Economic Infra-structure 

20.3 
3.6 
2.5 
4.4 

22.9 
7.9 

10.2 

71.8 

35.8 
3.2 
2.2 
8.0 

38.9 
6.3 
9.2 

103.6 

43.1 
7.9 
4.2 
2.8 

37.0 
6.6 
9.0 

110.5 

36.4 
10.1 
5.3 
2.2 

31.3 
4.6 
2.6 

92.5 

18.0 
7.1 
2.7 
5.2 

17.4 
4.9 
2.9 

57.9 
Social Infra-structure 

Education 
Health 
Culture affairs 
Social affairs 
Public administration' 

0.3 
6.8 
9.8 
0.3 
8.8 

2.2 
7.6 
8.1 
2.2 
8.2 

2.9 
8.6 
2.2 
0.2 

110.0 

7.9 
2.3 
2.2 
0.9 

81.3 

6.5 
3.8 
4.0 
1.3 

68.0 
Total Social Infra-structure 26.0 28.3 123.9 94.5 83.5 
Financial Establishments 

Development Bank of Oman 
Insurance Company 
Central Bank of Oman 
Oman housing Bank 

-

-

-

-

-

-

-
-

-

-

-

-

2.0 
0.1 
1.5 
1.7 

0.9 
-

Total Financial Establishments - - 5.3 0.9 
Unclassified expenditure 25.1 

Grarrd Tntal 142.9 173.0 260.8 229.9 190.1 

*Wth effrcl from 1976 Public Administration includes Defence and Protocol expenditure of civil features.
Tt.rr' r.yprndgt1hrp 1o1;11 to 93.1 million Rial Omani in 1976, 73 1 million in 1977 and 63.6 million in 1978. 
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SOCIAL AFFAIRS AND EMPLOYMENT 
30. Number of labour cards, classified by nationalities, Issued to non-Omanls working In the privatesector In Oman by the Ministry of Social Affairs and Labour during 1977 and 1978 

Number of labour cards 

1977 1978
 
S!. No. Country
 

Number Percent Number Percent 

1. India 58512 60.48 60196 58.92 
2. Pakistan 29502 30.50 30595 29.95 
3. U.K. 2577 2.66 2663 2.61 
4. Bangladesh 1253 1.30 3254 3.19 
5. Lebanon 884 0.91 683 0.67 
6. Cyprus 791 0.82 628 0.61 
7. Sri Lanka 755 0.78 1672 1.64 
B. Egypt 746 0.77 808 0.79 
9. Jordan 395 0.41 320 0.31 

10. Iran 229 0.24 211 0.21 
11. Germany 204 0.21 157 0.15 
12. America 99 0.10 93 0.09 
13. Holland 97 0.10 150 0.15 
14. France 72 0.07 48 0.05 
15. Palestine 64 0.07 46 0.04 
16. Syria 63 0.07 55 0.05 
17. Sudan 60 0.06 71 0.07 
18. Sweden 55 0.06 75 0.07 
19. Italy 53 0.05 24 0.02 
20. Other countries 334 0.35 415 0.41 

Total 96745 100.00 102164 100.00 

5.urce The data has been compiled by the Directorate General of National Statistics from the 
registers maintained by the Directorate General of Labour, Ministry of Social Affairs and Labour. 

Notes: 1. Labour cards are issued for a period of one year only and are required to be renewed everyyear for the employees still in service. Th9 above figures represent all labour cards issuedduring the year whether for new employees or in renewal of expired cards for the employeesstill in service. There is, however, no recording of the number of labour cards terminatedbefore the expiry date (within the year) or not renewed after the expiry date. Hence above
figures do not numbergive active of labour cards. 

2. The above table includes non-Omani employees of Petroleum Development (Oman) but doesnot include non-Omani employees of following organizations: Omantel, Central Bank of Oman,
and Mina Qaboos Port Services Conrporation. 
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7
SOCIAL AFFAIRS AND EMPLOYMENT 	 4 A v.*&0x a. 
29. Number of labour cards classified by occupations Issued to

non-Omanis working in the private sector in Oman by the 
Ministry of Social Affairs and Labour 

SI. 

No. Occupations
 

1. 	 Engineers, architects and physical scientists, aircraft 
and ships officers, surveyors, engineering technicians 

2. 	 Production supervisors, general foremen 

3. 	 Masons, brick layers, cement block makers and
 
related workers 


4. 	 Carpenters 

5. 	 Blacksmiths, machine operators, fitters, mechanics,
miners, quarrymen, well drillers and related workers 

6. 	 Plumbers and pipe fitters, welders and related workers 
7. 	 Painters 

8. 	 Electrical fitters and related electrical workers 
9. 	 Drivers and transport equipment operators 

10. 	 Labourers, farashes, servants, sweepers, cleaners 
and other related workers 

11. 	 Managers, experts, advisers of unspecified disciplines 
12. 	 Accountants, clerks, typists, cashiers, telephone and 

telex operators, salemen and shop assistants and 
related workers 

13. 	 Teachers, journalists, photographers, printers 
14. 	 Launderers, dry cleaners, hair dressers, barbers, 

beauticians, tailors and dress-makers and 
related workers 

15. 	 Cooks, waiters, bartenders, maids and related workers 
16. 	 Butchers, bakers, confectionery makers and other 

related workers 
17. 	 Jewellers, goldsmiths and precious metal workers 
18. 	 Medical and dental doctors, nurses, midwives and 

medical technicians and related workers 
19. 	 Agriculture and animal husbandry workers 
20. 	 Others not specified above 

Total 
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during 1977 and 1978 

Number of labour cards 

1977 	 1978 

Number Percent Number Percent 

4945 5.11 3212 3.14 
2358 2.44 2360 2.31 

25693 26.56 25345 24.81 
11960 12.36 12830 12.56 

10411 10.76 10891 10.66 
3083 3.19 2735 2.68 
2052 2.12 2418 2.37 
4003 4.14 4082 4.00 
4220 4.36 4408 4.31 

4986 5.15 6558 6.41 
2030 2.10 2024 1.98 

9407 9.72 10971 10.74 
383 0.40 633 0.62 

3757 3.88 4750 4.65 
3874 4.00 4073 3.99 

690 0.71 1030 1.01 
499 0.52 573 0.56 

312 0.32 414 0.41 
1586 1.64 2053 2.01 

696 0.51 804 0.79 

96745 100.00 102164 100.00 



Annex H
 

Malaria Control Program
 

With the possible exception of a few villages situated at higher eleva
tions in the Jebel Akhdar (north central Oman),_e.aia is endemic
 
throughout the country, with greatest intensity in the nothern- and
 
interior parts. The predominant species is P.falciparum, which accounts

for over 90 percent of the cases diagnosed in northern Oman. Breeding

places inthe interior are generally in perennial natural water collection
 
points, whereas along the coast breeding is usually confined to man-made
 
water sites such as wells and irrigation cisterns. Rainfall pattern repre
sents an 
important factor in regional transmission. Heavy rainfall, for

example, washes away mosquito larvae found inriver beds but deposits it in
 
isolated, temporary breeding places out of reach of the local 
larvivorous
 

technical officers (one for 


fish, which are an important contributor to the national control of 
mosquito vector. 

The Malaria Control Program was 
supported malaria survey carried out 

launched 
in 1973. 

in 1975 following a WHO-
WHO is now providing two 

operations and one for

parasitology/entomology). Some external 
financial assistance is expected

to be provided, starting in1980, by the Secretariat General of Health of
 
the Gulf Arab countries. 
The Control Program isone of 12 sections of the
 
Ministry of Health's Preventive Medicine Department. It consists of the
 
Central Malaria Office and 17 regional Malaria Units. Staffing is headed
by an expatriatre malariologist, assisted by the two WHO experts and a
 
staff of 96, including 25 sanitary assistants, 47 health overseers, two
 
microscopists and one entomology technician. 
 Equipment presently at the

Program's disposal includes 29 vehicles, 150 sprayers, 27 microscopes and

audio-visual equipment. In addition there is
a stock of DDT and larvicides.
 

The control measures used include larviciding of breeding areas, indoor residual spraying twice ayear and drug prophylaxis inschools and for
 
pregnant women. Epidemilogical and entomology assessments 
are also con-.
 
ducted in the control areas. Coverage has not been extended to al
 
malarial regions but those areas where programs have been carried out, such
 
as the locality of Shinas on the Northern Batinah coast, malaria prevalence

reportedly has decreased significantly. Some spraying problems have been
 
encountered where summer houses and huts are closed or where owners of

better homes have resisted spraying. There has also been some evidence of
 
resistance build-up.
 



The Control Program's plan of action for the 1981-85 period has as 
its
 
target the complete coverage of the country's malarious areas. The Program

during this period will have to deal in particular with further vector
 
resistance and an increasingly mobile population. To carry out this
 
expanded coverage, the Ministry of Health estimates the following require
ments: 300 additional technical personnel (most of whom would have to be
 
trained in Oman), 600 sprayers and spare parts, laboratory equipment, 129
 
vehicles, plus significant quantities of insecticides, larvicides and
 
drugs.
 

In addition to financing requirements, which are expected to be

satisfied in part by assistance from the Gulf States Regional Fund For
 
Health, the Ministry has identified the main constraint to successful

execution of its 5-year program as inadequate numbers of trained staff.
 
This problem is expected to be alleviated--t6 -large .extent_wlft-i the

opening of the Malaria Training Centert. sufficient
n1982, assuming

numbers--of inteetdand qualified candidates come forward for training.

There will also be a continuing requirement for expatriate expertise inthe
 
fields of epidemiology, entomology and general opperations/management.

While malaria control is certainly an important part of the Ministry's

health program and vital to assuring a productive and healthy population,

it would appear that opportunities for U.S. assistance in this area are
 

Source: Paper Prepared by Ministry of Health
 



Annex I
 

Source Materials
 

Used for AID Team Report
 

On Oman
 

(Most of materials are available
 

for perusal in NE/JLS)
 

Publications of:
 

Development Council, Technical Secretarist, Directorate General of
 
National Statistic.
 

"Oman--Facts and Figures" (May 1979) Pamphlet containing summary
 
statistical indicators of Economic Progress 1980 edition due out
 
in late July.
 

"Statistical Yearbook--1978" (Sept. 1979) 150 page compilation
 
of all basic statistics available on Oman.
 

"Quarterly Bulletin on main Economic Indicators" (March 1980). A
 
35 page update on main statistical indicators most data through
 
4th Qtr 1979.
 

"The Five Year Development Plan, 1976-1981" Narrative,
 
targets,developmment budget allocations, and institutional
 
background to the current Five Year Plan.
 

"Survey on Child Births" (Dec 1979) 35 pages of narrative and
 
statistical details on 1978 births.
 

"Report Of The Private Sector Annual Employment Survey"
 
December1978
 

"Pilot Household Expenditure Survey July - August 1978
 

Dirctorate General of Finance
 

"Final Accounts for the year ending 31st December 1979" details
 
of 1979" (April, 1980) Gov't expenditures and receipts
 



The Central Bank of Oman
 

Annual Report-1978 -- Narrative and basic Economic Statistics
 

"Quarterly Bulletin" (March 1980) Statistical up-date
 

"All Markazi" (March 1980) the Central Bank's monthly
 
newsletter.
 

Royal Oman Policy, Customs Department
 

"Foreign Trade Statistic, 1979 one hundred fifty eight pages of
 
details om Oman's 1978 and 1979 imports.
 

Oman Housing Bank
 

"Annual Report 1979"
 

International Monetary Fund 

Oman - recent Economic Development, SM/80/72 (March 1980) 

Omman - Staff Report, SM/80/66 (March 1980) 

UNDPMuscat 

"1979 Annual Report on Development Cooperation, Sultanate of Oman (10 
June 1980)" 

"Country Program for Oman" (Oct. 1978) 

IBRD 

Oman - Current Economic Position and Prospects (Oct. 16, 1979) report 
#2528-our 

Oman - Transformation of an Economy (Oct. 1977) A three volume trilogy:
Vol. 1 - Main Report, Vol. 11, Major Secteral Development; and Vol. 
111, statistical Annex. 

Ammbassy, Muscat 

"Doing Business inOman" A comprehensive 42 page airgram (A-16, of June 
1980) on economic conditions, business practices, and commercial
 
opportunities.
 

"Oman's 1980 Budget". A five page Airgram (A-14, of May 1980) covering

the 1980 budget allotments and projections.
 



"Current Economic Trends Report for 1980." A 15 page Airgram (A-10 of
 

May 1980).
 

The British Council
 

A collection of handouts detailing British Council activities inOman.
 

Ministry of Health
 

"Achievements" 1976, 1977, 1978 Yearbooks 
of health statistic and
 
ministry activities.
 

"Health Services 
 in Oman" 5 page handout on medical services
 
availability.
 

Ministry of Agriculture, Fisheries, Petroleum, & Minerals.
 

Al Mawared, Issues 2-7 (1976-1977) Information magazine on these
 
areas.
 

Water Resource Authority
 

Various water development proposals and hydrologic data developed by

Tetratech Inc. for the Water Resources Authority
 

U.S. Corps of Engineers
 

Water Recharge Project Report.
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Oman Housing Development Bank
 

The Oman Housing Development Bank was established in 1974 under the name
 
Oman Development Company for Housing. The name subsequently was changed to
 
the Housing Development Bank. The Bank grants loans to individuals- to.
 
build, purchase, or improve owner occupied residences. About 95% plus of
 

'-all--1-oan-ave-been for new construction.
 

From the period 1974 to the end of 1978 the activities of the Bank were
 
fairly limited. Since then the Bank has become much more active. 
 In 1979 
the Bank did more business than during the entire four-year period 1974 
1978. In the first five months of 1980 the Bank has done nearly as much 
business as inyear 1979: 

Bank Volume
 

1974-1978 R.O. 8,030,402 (1,072 loans)
 

1979 R.O. 8,375,994 (796 loans)
 

1980 5 months R.O. 7,418,387 (733 loans)
 

In addition to handling its own loans, the Housing Developmen Bank also
 
administers loans given by other institutions:
 

Central Bank of Oman 1979 R.O. 381,363(19 loans)
 

1980 R.O. 199,427(21 loans)
 

Port Services Corporation 1979 R.O. 135,400(9 loans)
 

1980 R.O. 104,322(8 loans)
 

These are number of loans and volume of accounts annually; they are not
 
cumulative.
 

The Bank has approved lists of contractors from which borrowers can choose
 
the contractor to construct their house. The Bank pays contractors
 
directly based on periodic inspection of work against the construction
 
schedule.
 

The Housing Bank has four branches: Muscat, the main branch, and the one
 
which does the most business, Salalah, which isvery active, having started
 
just four months ago; Sur, which was started 9 months ago and already has
 
made 24 loans; and Sohar, which was established one year ago and has made
 
35 loans.
 

Loans have a 20-yearrepayment period. For loans up to R.O. 15,000, the
 
interest rate is between 3-10%. Loans between R.O. 15,000-25,000 are 10
 
1/2%, and those over R.O. 25,000 are 11%. Various criteria are applied to
 
applicants: (1) the applicant must own the land; (2) the financial
 
conditions of the applicant are evaluated, i.e. credit worthingness; (3)

the building plans are appraised to make sure they are sound and complete;
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(4) the design must be "modest". If the applicant wants to build an 
extravagant house he has to put up the money above that the Bank will 
lend;

(5)there is an income criterion as well. The different income levels and
 
interest rates that apply to each 
are shown in the following:
 

Income Levels Interest Rate Charged
 

R.O. 120 per month - 3% 

R.O. 121 - 150 
 - 4%
 

R.O. 150 - 160  5%
 

R.O. 170 - 190  6%
 

R.O. 191 - 300  7%
 

Over 300  10%
 

Government subsidy on all loans is 7%. Groups can jointly borrow, with
 
eaci member being treated separately,-&.#. three people could borrow for 
construction of a 
house (they could be memers of the same family, all with
 
separate incomes) and each with an income of R.O. 120. The Bank would
 
charge each member 3%. Otherwise the combined income of the group would be
 
over R.O. 300/mo and the government subsidy would be lost.
 

The Bank will loan 95% of the cost to low income borrowers (R.O. 150/mo or
 
less); 90% to middle income borrowers (R.O. 150-300/mo); 80% to high income
 
borrowers (over R.O. 300/mo).
 

The Bank's portfolio totals R.O. 23,825,783, for a total of 2,601 loans.
 
Of this amount low income borrowers account for R.O. 7,542,603, and 1,375

individual loans. Middle and high income borrowers account for 
R.O.
 
6,330,114, and 639 loans.
 

Delinquent payments were a problem for the Bank prior to 1979. Since then
 
new procedures were adopted and the repayment rate has been 100%. 
 One new
 
procedure is that borrowers' pay checks now must go directly to the Housing

Bank, which applies a portion of the pay check to loan repayment and
 
credits the balance in either a savings account or current account as 
the
 
borrower chooses. Five percent interest is paid on the savings, the same
 
rates as paid by other local savings institutions.
 

The Housing Development Bank iscapitalized at R.O. 10 million. Sixty one
 
percent of the capitalization is from the Oman Government and the balance
 
from the Kuwait Government. In addition, the Housing Bank holds long term
 
deposits from the Oman Government, savings held for borrowers and others.
 
The Managing Director indicated that the Kuwait4i do not play a direct role
 
in day to day operations of the Bank. The Kuwaites do participate on the
 
governing board which meets periodically.
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When asked if the Bank needed more funds the Managing Director said that it
 
certainly did. When the team mentioned the interest rates charged for
 
H.I.Gs. the Manging Director indicated the interest rate was too high and
 
such funds would not be attractive to the Bank. The Bank is planning
 
greater assistance to loan income groups, but needs concessional capital
 
in order to do this.
 

The new Managing Director, Mr. Mahmoud Abu-Teen, has been with the Bank
 
only since the first of 1980. He is a very agressive manager and has
 
ambitious plans for expansion of bank activities. He has been talking to
 
the Ministry about opening up new lines of credit for store construction
 
and construction of various facilities and services related to housing
 
construction. He also has talked about lending for multiple units, i.e.
 
rental properties. Despite the lack__ointerest--in--Ak-I_._s housing
 
Investment -guarantees perMs.the-anagingDirector did-indicatethat-he
would be very interested in talking- to one of AID's housing officers
 
concerning the various services-theAID housing office might be able to
 
pr_el thEFBank, A-visit--should be scheduled for this purpose, and the
 
visit should be coordinated through the Embassy.
 


