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FY 1991 ANWUAL BUDGET SUBMISSION

TABLE I - LONG RANGE PLAN BY APPROPRIATION ACCOUNT

($000)
FY 1988 FY 1989 —-FY 1990— FY 1991 ————PLANNING PERIOD————n _
ACTUAL ESTIMATE CP ESTIMATE AAPL 1992 1993 1994 1995
_ ECONOMIC SUPPORT FUNDS
TOTAL 13,000 15,000 20,000 20,000 20,000 20,000 20,000 20,000
GRANT 5,000 15,000 20,000 20,000 20,000 20,000 20,000 20,000
LOAN 8,000
OPERATING EXPENSES :
(Us$) 490 475 500 500 500 500 500 500
WORK FORCE
6 6 6 6 6 6 6 6



FY 1991
ANNUAL BUDGET SUBMISSION

OMANT-AMERTICAN JOINT COMMISSION
FOR ECONOMTC AND TECHNICAL COOPERATION

INTRODUCTION

The Omani-American Joint Commission is a collaborative
andertaking hetween the Oman and U.S. Governments initiated as
part of a political/military base access agreement signed in
August 1980. The agreement establishing the framework under
which the the Commission operates is for a ten yvear period. It is
expected that both the the base access agreement and the
agreement. estahlishing the Commission will be continued for an
additional ten years. These negotiations are expected to
commence in the last quarter of CY 1989.

Manv of the initial activities funded through the Commission have
ended.  The Schonl Construction Project ended in December 1988.
The Scholarship and Training Project ended in June 198%. After a
one vear extension, the Fisheries Development Project ended in
June 1990; at which time a follow-on project, Fisheries
Development and Management is continuing assistance to the
sector. '

In addition to assistance to the fisheries sector, the QAJC's
large Water Resources Project is under implementation with a PACD
of September 30, 1992. This project, which has figured
prominently in the workload of recent years, will continue during
the first several years of operation under the commission's new
mandate.

During FY 91, the 0QAJC proposes to commence a new program of
development assistance as described herein. While the new
program will continue present sectoral priorities, it will be
structured in a manner to improve program performance and will
give dreater emphasis to Oman’s private sector,

In this ABS, only that portion of the Joint Commission's
operating expenses required to maintain the six USDH employees
assigned to Oman are funded from the AID OE budget. The in-
country costs for the local hire staff and all costs associated
with the operations of the Commission’s office are funded jointly
by the Oman Government and AID through a portion of its grant
assistance.

The OAJC is a rather unique stucture for administering AID’s
economic assistance. As the new mandate is negotiated out
between the two cooperating Governments, we, at the OAJC, Omani
and American alike, would like to begin to build a firm and
sustainable foundation for the Commission.



FY 31 ANNUAL BUDGET SUBMISSTON
NEW PROJECT NARRATIVE
PROJECT TITLE: OMAN-AMERICAN JOINT COMMISSION PROGRAM GRANT 11
PROJECT NUMBER: 272-0105

PROPNSED LEVEL OF FUNDING: FY 91 - $20 MILLION
1.OP - $200 MTLLION

PROPOSEDN SOURCE OF FUNDING: ESF

PROGRAM GOAL: To promote the sustainable economic growth of the
Sultanate with increasingly greater participation of Omani
nationals in the private sector, as well as the public sector.

PROGRAM STRATEGY: Since the inception of the Omani-American Joint
Commission {DAJC) in 1980, its development program has largely
consisted of projectized sector assistance in fisheries, water
resources and human resources development. While OAJC projects
have had valid conceptual and contestual foundations and have
addressed both A.T.D. and host country priorities, there exist
numerous long-standing implementation problems which have
hindered the effectiveness of these projects. As a result,
wignificant pipelines have developed and important technology
transfer and institutional development objectives have been
largely unsuccessful,

UUnder the new mandate of the Commission, QAJC assistance will be
structured to take into greater account measurable project
performance. The OQAJC Program Grant IT will define priority
sectors and, within these sectors, set forth the purposes,
vutputs and inputs expected from the level of OAJC investments.
In addition, investment performance criteria will be defined and
. agreed upon with participating host country institutions. Monies
obligated into the OAJC program grant will be allocated between
the different program activities on the basis of the evolving
financial needs of the activities but most importantly, on the
performance of the activities in terms of achieving defined
objectives.

PROGRAM PRIORITIES AND OBJECTIVES: The difference between Oman’s
former poverty and it's current relative prosperity is oil. At
current rates of depletion, Oman has an estimated 40-year reserve.
Beyond this 60-70 . period of relative prosperity based on oil,
Oman's renewable resource base for sustainable economic growth is
fragile at best. OAJC program emphasis will continue to be
fisheries and water resources as these are the major renewable
national resources.  The management of these natural resources is
critical to the long-term economic growth of Oman. The United
States has appropriate technologies and institutional models for



the development and conservation of these natural resources. The
0AJC will continue to promote their adaptation and transfer to
Oman. This transfer of technology is constrained by the lack of
qualified Omani manpower at all levels, hence human resources
development is an integral part of the management of renewahle
resources. Secondly, the role of government in Oman is
undergoing a substantial change in ils strategy for promoting
economic growth. While 0il revenues accrue to the Government,
Omanis recognize that the public sector performs poorly in
directly productive enterprises as clearly evidenced by a number

of privatizations., Government also recognizes that it can no
longer provide employment Lo absorbh the growing number of new
entrants to the Omani labor force. Within the public sector,

Government is intent on increasing the efficiency of civil
service employment system and phasing out costly expatriates as
Omanis obtain the required level of job proficiency.

While there is dgeneral agreement bthat Oman's private sector holds
the greatest potential for providing continued economic growth
and employment., this potential is far from being realized. A
range of financial markets are available, and it appears that
capital is not a major impediment to greater private sector
growth., Rather the impediments appear to be the lack of
appropriate production technulogies, management skills and a
qualified supply of productive Omani labor.

SECTOR OBJECTTIVES AND ACTIVITTES:

Fisheries Development and Management. While private traditional
and industrialized fishermen play the lead role in utilizing the
Sultanate's considerable fisheries resources, the public sector
is expected to guide the development and manage the uses of these
regources, The OAJC will continue assistance tu the Ministry of
Agriculture and Fisheries in the areas of the formulation and
implementation of policies and programs necessary for the
management and development of fisheries resources. QAJC
assistance will focus on (1) manpower development for both the
public and private sectors; (2} technology adaptation and
dissemination primarily to traditional fishermen and the
industry support services related to fish product processing and
marketing; {3} fisheries resources management information
development which includes combining research and statistical
information in a manner conducive to use by public sector
resource managers and private businesses; and, (4) fisheries
development program and investment planning.

The primary beneficiaries of the project will be the fisheries
department of the Ministry of Agriculture and Fisheries, in-
country institutions providing training in fisheries-related
subjects, and private sector trainees. The project expects to
finance an estimated 125 participant trainees at an A.I.D. cost of
$6 million. Research financed by the project will focus on
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marine resource stock assessment in Omani waters and biological
research on the main specie groups of Oman. OAJC investment in
the fisheries development and management activity over the next
Len years is $40 million.

Human_ Resourceg Development. Historically lacking an educated and
trained work force, Oman has relied heavily on foreign unskilled,
technical and professional personnel to build its infrastructure
and staff its public sector. An estimated 300,000 people, nearly
one-third of Oman’s work force, are foreigners. Over 80 percent
of teaching and medical staff are expatriate. At the same time,
Oman's =2condary and vocational/technical schools are graduating
a steadily increasing number of students at a rate of nearly
20,000 per year and soon the national university will add its
output of approximately 500 graduates per year. As the supply
side of the employment market rapidly expands, the demand side is
growing much slower especially for Omani nationals.

As the private sector is expected to replace Government as the
chiefl cmployer of new entrants to the labor force, the
educational system, especially the technical and vocational

schools, must clearly be geared toward producing output which
fulfills the requirements of the private sector. The 0AJC’'s
assistance to improving the vocational and technical education
will include: (a) assisting the government carry out initiatl
studies of national employment and monitor employment conditiens
thereafter; (b) revamping and reinforcing vocational and
technical school curricula and specialized training programs;
{c¢) instituting standardized testing and certification systems
for graduating students; and, (d) establishing a system of
follow-up on vocational-technical school graduates and their
employers to assess on-the-job performance.

The OAJC's assistance in human resources directed specifically
toward the public sector will focus on strengthening in-country
training institutions which train Omani nationals to take over
Jjobs in sectors where expatriate labor is concentrated.
Assistance will include: {a) strengthening the curricula and
teaching staffs of the teacher training colleges and the health
sciences training institutions and (b) integrating newly-trained
staff into functional positions in the health and educational
-services,

Targeted beneficiaries will be young Omanis coming through the
primary and secondary public and private school systems and
entering vocational-technical schools or specialized

training institutions. The current output of the general
education system is 270,000; the current capacity of vocational
and technical schools and specialized training facilities is
7,000 students. While most of the training will be in-country,
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approximately 250 faculty and management staff will trained under
participant programs for an estimated cost of $8 million. The
OAJC assistance in Human Resources Development is estimated at
$60 million.

Trade and Business Development. A major constraint which must be
alleviated for greater private sector growth is greater access to
productive technologies and the acquisition of management and

entrepreneurial skills. 1In the short run, promoting joint
ventures or other suitable partnership arrangements can overcome
both of these constraints.  Oman’s investment codes are generally

favorable for foreign investment under joint partnerships.
However the problems of finding a reliable partner are difficult
both for an Omani entrepreneur or a U.S. businessman. To
facilitate the search for appropriate business partners and to
serve as a mechanism for identifying and promoting trade
opportunities, the Government of Oman and the Oman Chamber of
Commerce and Industry seek to establish a business development
center. The functions of this center would be to: (a) organize
and ronduct feasibility studies for joint ventures; (b) liaise
with U.S. federal, stat- and trade business associations and
individual entrepreneurs for trade and investment both ways; (c)
organize and assist in carrying out trade missions and trade
promotion activities; {d) undertake longer-term studies of
private sector growth and diversification potential and (e)
review and advise on practical private sector policies and
regulatory functions. The center would also serve to conduct
seminars and other training programs designed to build business
and management skills of Omani entrepreneurs.

The primary beneficiaries of this activity would be Oman’'s
business community. A participant training program for an
estimated 25 individuals in business management and trade skills
would be offered at an estimated cost of $1.5 million. The
estimated amount of OAJC financing for Trade and Business
Development is $10 million.

Other Sector Programs. Water resources development has received
the largest sector allocation of QAJC financial resources and

will remain a high priority of the Commission during this second
ten-year mandate. However, the OAJC will reduce its current
pipeline in water resources development before planning any new
program activities or investments in the sector.

WORK FORCE IMPLICATIONS:

The OAJC will maintain its current U.$S. Direct Hire work force of
g8ix through FY 1995. The required increase in work force to
manage and implement OAJC Program Grant IT will come largely
through an increase in the Omani Civil Service staff employed at
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the Commission. The OAJC has and will continue to implement an
aggressive in-house training program. Technically skilled
manpower (HDR and Natural Resources Management) to assist in the
management of the OAJC Program Grant TIT will be program funded.
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Table VIII (a)

Narrative

" Overview of FY 1990 Estimate

The funding level provided to us from the ANE bureau is
sufficient to support our program at the current staffing level.

Please note that one-half of our non-USDH operating costs is
funded by the Omani Government.

Workforce

Our USDH workforce level has been straight-lined at six
positions. We have no 0.E.-funded PS3Cs or FSNs. All FSNs are
funded by the Omani Government contribution to the Joint
Commission. All PSCs are either funded by the Omani CGovernment
or by one of our development projects.
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ANNEX J

Privatization

The Omani-American Joint Commission has not explicitly addressed
privatization for two reasons. First, in terms of its historic
organizational mandate, the Commission’s limited focus and unique
character have been considered adequate justification to refrain
from direct involvement. Second, and more importantly, the
Government of Oman pursues a pro-private sector, market-oriented
policy and encourages a favorable investment climate.

Whereas the QAJC may be ill-suited to address the broad policy of
privatization, there are several specific areas where active
dialogue is possible. First, within the subproject activity for
Fisheries Development and Magement, efforts will be made to
demonstrate sector benefits of an accelerated divestiture of
government particlipation in the Oman Fisheries Company. Second,
in the conduct of subproject activities providing technical
assistance and training to the private sector, privatization of
line ministry support services such as transportation, equipment
maintenance and training will be actively pursued. Third, in the
context of the Water Resources Development Project, the
possibility of making greater use of the private sector in the
operation of wastewater and sewage treatment plants will be
explored.
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For Africa Bureau Missions Only

Please provide a summary of all Special Issues on the opposite face.

If a Special [ssue code is listed more than once (i.e. under more than
one Activity Code) pur rhe sum of all the amounis for that ¢code below,
Note that although the sum of gll Special Issues can to1al more than
100% of a projeci,.any one Special Issue must not exceed 100%.
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Please provide a summary of all Special Issues on 1the opposite face.
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