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FOREWORD

The Development Council was established by a Royal 
Decree of His Majesty Sultan Qaboos bin Said issued on 3/11/1394 
(17 November 1974). To demonstrate the importance of the functions 
entrusted to the Council, His Majesty the Sultan decreed that its 
composition should be of selected ministers with himself as 
Chairman.

The functions of the Development Council, as defined in the 
law, are planning functions leaving the executive functions and the 
responsibility of the actual execution of projects in the hands of the 
ministries concerned. In particular the Council was required to 
prepare a long-term strategy for economic development in the 
Sultanate of Oman, and to incorporate long-term policies and 
objectives into a series of five-year development plans. The Council 
proposes the policies and procedures by which the implementation of 
the plan may proceed; discusses and approves development projects 
submitted by the Government; coordinates the activities of various 
government bodies in implementing the Five-Year sectoral Plans; 
reviews the implementation of the plans and prepares detailed annual 
follow-up reports.

Since its establishment, the Development Council has 
carried out a number of important functions. In February 1975, the 
Council approved the long-term strategy of economic development 
and prepared in the same month the Economic Development Law 
issued by Royal Decree No. 9/1975. In 1975 the Council 
completed the preparation of the First Five-Year Development Plan 
covering the period 1976-1980 which His Majesty approved by 
Royal Decree No. 32/1976. Among projects recommended by the 
Development Council was the establishment of the Oman Develop
ment Bank to assist in the financing of projects initiated by the 
private sector in the areas of manufacturing, agriculture, petroleum, 
mining and fisheries, and also the establishment of a special fund for 
the development of fisheries. Both projects are now in operation. The 
Development Council has co-operated closely with the Financial 
Affairs Council in formulating and implementing the policies and 
procedures relating to the rationalization of government expenditure 
and in maintaining close ties with inter-regional and international 
financial institutions from which the necessary funding for a number 
of projects was secured with concessionary terms.



The first Five Year Development Plan commenced its 
implementation over four years ago and is consequently reaching 
its final stage. Detailed annual follow-up reports of actual perform
ance for the years 1976 - 1979 have been published. These follow-up 
reports disclose that much has been achieved in the course of these 
years. The Sultanate enjoys a firm and sound financial base. Its 
rational and wise financial policies have won the appreciation of the 
international financial institutions. In the field of economic develop
ment, the standard of living of the people continues to rise in the 
different regions and among the various socio-economic classes. A 
number of important development projects, initiated by the govern
ment, have been completed. For the first time in Oman natural gas 
has been exploited and a modern flour mill is in operation. A large 
modern harbour in Raysut has been constructed and a copper mining 
project and a cement factory are under construction. A large number 
of projects involving roads, electricity, water, hospitals, schools and 
vocational training centers have been completed. Communication 
projects to extend the coverage of telephones, telegraph, radio and 
television relay have been completed. The social aspects of develop
ment have also received government attention; the provision of low 
cost housing has been greatly extended and the social benefits to the 
disabled have been increased. At the same time the government has 
persued its policy of strengthening its defence capabilities due to the 
prevailing international situation.

The private sector has responded positively to the efforts 



Main Economic and Social Indicators

Item U nit 1970 1975 1979

N ational Incom e 
(at current prices) Mill. R.O. 81 590 1032

Petroleum  production — 
average daily production

Thousand 
barrels 332 341 295

G overnm ent revenue — 
from  internal sources MiU. R.O. 45 388 693

G overnm ent expenditure

(of which, developm ent expenditure)

Mill. R.O.

MiU. R.O.

21

(3)

495

(173)

651

(194)

Private sector investments MiU. R.O. 11 50 101

M oney in circulation MiU. R.O. 5 39 74

Total recorded im ports MiU. R.O. 8 264 430

N um ber of governm ent employees Number 1750 19000 36091

W ages and salaries paid 
by governm ent MiU. R.O. 2.3 53 126

Total electricity produced by 
governm ent installations MiU. kWh 8 154 600

Total quantity  of w ater produced MiU. gallons 14 359 2206

Length of asphalted  roads Kilometre 10 708 1760

Length of graded roads Kilometre 1817 5495 13497

Telephone lines installed Number 557 3701 11173

Total num ber of schools Number 3 176 352

Total num ber of students Number 900 49229 85937

Total num ber of beds in 
hospitals and health  centres.

Number 12 1000 1428
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CHAPTER 1

Achievements of the First Five-Year Development Plan

The following six chapters analyse the economic develop
ments which took place during the period 1976—1979 i.e. during the 
first four years of the Five-Year Plan. This chapter gives a brief 
summary of the framework within which these developments took 
place as well as an evaluation and appraisal of the results achieved.

The modern development of the Sultanate of Oman began 
subsequent to July 1970, with the immediate objective of achieving 
rapid economic development so as to compensate the country for the 
long period of economic stagnation that marked the pre 1970 period. 
Development had to be started from a very narrow base as can be 
seen from the table of Main Economic and Social Indicators shown 
at the beginning of this report. A review of the table shows that 
asphalted roads did not exceed ten kilometres in length; there were 
only three schools, twelve hospital beds, 557 telephone lines and no 
modern port or airport.

It is an established fact that the economic development of 
a country is not a simple process. It represents the most difficult 
challenge that developing countries have experienced during the past 
three decades of this century. It is a considerable task even if started 
from a much wider economic base than the one which existed in 
Oman in 1970. Whilst oil production and the revenues derived from 
it have been of great assistance in overcoming these difficulties they 
were not in themselves sufficient to overcome all the difficulties. The 
dependence on oil revenues in turn creates new challenges, namely 
the need to develop alternative sources of revenue to support and 
eventually replace the oil revenue

In 1979 oil revenue in Oman formed 91.6% of government 
revenue and 61.5 % of the country's gross domestic product. However, 
despite the oil revenue Oman has not been a capital exporting 
country. The volume of oil production in Oman is at a limited scale 
compared to other oil exporting countries. The maximum average
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daily production of oil in Oman was 366,000 barrels during 1976, 
whilst in 1979 it amounted to 295,000 barrels.

Against this background of limited revenues the area of 
Oman is substantial, about 300,000 square kilometres and its 
population is comparatively large, living in a considerable number 
of towns and villages scattered throughout its area. To serve all 
these population centres necessitated the construction of a wide 
network of economic and social infrastructures such as roads, schools, 
hospitals, health centres, electricity and water utilities and other 
essential services.

Natural resources other than oil are limited. This has made 
it essential to put more effort and time into identifying and evaluating 
development projects which could generate income in the future.

The difficulties as stated are of the type generally met with 
in many of the developing countries. The economy of Oman, 
however, enjoys inherent advantages which can assist in the 
creation of a sound economy developed through the careful and 
rational utilization of the resources available. The economy of 
the Sultanate has a long history of agricultural and fishing activities 
and its people have a wide experience of trade acquired through the 
past centuries as a result of the favourable geographical location of 
the country in addition to their long experience in navigation, and 
sea-borne trade.



ment with P.D.(O), of whom the government owns 
60% of the capital, was reviewed with the aim of pro
viding additional incentives for putting more effort into 
the field of exploration and discovery. These efforts 
have been successful in increasing known exploitable 
oil reserves from 1329 million barrels, on the first of 
January 1976, to 2480 million barrels as of the first 
January 1980. P.D.(O) commenced, at the end of 1977, 
the necessary construction works for producing oil 
from the fields of Amal and Marmul, and the extension 
of the pipelines to transport this oil to Mina Al Fahal. 
These construction works are expected to be completed 
during the current year (1980). With effect from the 
end of 1980 oil production is expected to rise again.

The consequences of these actions have meant that the 
government has been successful during the four year 
period in reversing the declining trend in oil production, 
increasing the level of production and increasing the 
level of proven oil reserves thus as a result increasing 
the lifetime of economic production of oil in Oman. In 
addition, the natural gas fields which have been dis
covered during these four years — though not large 
enough at present to be exported — have good pros
pects of being exploited for export at the beginning of 
the 1990’s.

Two : As a result of the heavy expenditure on the construction of 
the economic infrastructure during the two years preceding 



o w i n g  t o  t h e  h i g h  r e t u r n s  f r o m  i n v e s t m e n t  i n  t h e s e  s e c t o r s 
a t  t h a t  t i m e .  D e s p i t e  t h e  i m p o r t a n c e  o f  d e v e l o p i n g  t h e s e 
s e c t o r s ,  t h e  p r i v a t e  s e c t o r  i n  c o n c e n t r a t i n g  a l l  i t s  e f f o r t s  i n 
m e r e l y  t w o  s e c t o r s  w a s  t a k i n g  a  r e a l  r i s k .  I n e v i t a b l y  t h e 
i n c r e a s i n g  s u p p l y  a n d  c o m p e t i t i o n  i n  b o t h  t h e s e  s e c t o r s 
w o u l d  r e s u l t  i n  d e c l i n i n g  r e t u r n s  o f  i n v e s t m e n t  i n  t h e s e  t w o 
s e c t o r s .  A s  m o s t  o f  t h e  i n v e s t m e n t  f i n a n c e  i n  t h e s e  s e c t o r s 
w a s  o b t a i n e d  t h r o u g h  c o m m e r c i a l  b a n k  l o a n s ,  t h e  p r i v a t e 
s e c t o r  i n v e s t o r s  c o u l d  i n  t h e  f u t u r e  b e  f a c e d  w i t h  s e v e r e 
f i n a n c i a l  d i f f i c u l t i e s  a n d  a  d e c l i n e  i n  l i q u i d i t y  a s  h a s 
h a p p e n e d  i n  s e v e r a l  c o u n t r i e s .  T h i s  i s  c h a r a c t e r i s t i c  o f 
p e r i o d s  o f  e c o n o m i c  b o o m  w h i c h  i n d u c e  m a n y  i n v e s t o r s 
t o  i n v e s t  i n  f i e l d s  i n  w h i c h  t h e y  h a v e  n o  p r e v i o u s  e x p e r i e n c e . 
T h e  c o n c e n t r a t i o n  o f  t h e  p r i v a t e  s e c t o r ’s  e f f o r t s  i n  t h e s e 
t w o  s e c t o r s  r e s u l t e d  i n  t h e  n e g l e c t  o f  o t h e r  i m p o r t a n t 
p r i m a r y  a r e a s  o f  i n v e s t m e n t  s u c h  a s  m a n u f a c t u r i n g ,  a g r i 
c u l t u r e ,  f i s h e r i e s ,  p e t r o l e u m  a n d  m i n i n g  l e a v i n g  t h e  f i n a n c 
i n g  o f  t h e s e  s e c t o r s  t o  t h e  g o v e r n m e n t  w h i c h  c o n t r a d i c t s 
w i t h  t h e  e s t a b l i s h m e n t  o f  a  b a l a n c e d  e c o n o m y .  I t  w a s 
t h e r e f o r e  n e c e s s a r y  t h a t  t h e  D e v e l o p m e n t  P l a n  s h o u l d 
p r o p o s e  g o v e r n m e n t  s u p p o r t  a n d  e n c o u r a g e m e n t  t o  t h e 
p r i v a t e  s e c t o r  i n  d i r e c t i n g  i t s  i n v e s t m e n t s  t o  n e w  a r e a s .  T o 
t h i s  e f f e c t ,  t h e  P l a n  h a s  t a k e n  t h e  f o l l o w i n g  a c t i o n :

i )  T h e  O m a n  D e v e l o p m e n t  B a n k  h a s  b e e n  e s t a b l i s h e d . 
T h e  B a n k ’s  p r i n c i p a l  f u n c t i o n  i s  t o  p r o v i d e  l o n g  a n d 
m e d i u m  t e r m  f i n a n c i n g  t o  t h e  p r i v a t e  s e c t o r  t o  b e 
d i s b u r s e d  f o r  f i n a n c i n g  c a p i t a l  e x p e n d i t u r e  p r o j e c t s  i n 
t h e  s e c t o r s  o f  m a n u f a c t u r i n g ,  a g r i c u l t u r e ,  f i s h e r i e s , 
m i n i n g  a n d  p e t r o l e u m .

i i )  C e r t a i n  t a x  e x e m p t i o n s  h a v e  b e e n  g r a n t e d  t o  i n v e s t o r s 
i n  t h e s e  s e c t o r s .

i i i )  S i g n i f i c a n t  i n c e n t i v e s  h a v e  b e e n  g r a n t e d  t o  e n c o u r a g e 
t h o s e  s m a l l  s c a l e  p r o j e c t s  w h i c h  b e s t  s u i t  t h e  p r i v a t e 
s e c t o r .

T h e s e  p o l i c i e s  a n d  m e a s u r e s  w e r e  m e t  b y  a  f a v o u r a b l e 
r e s p o n s e  f r o m  i n v e s t o r s  i n  t h e  p r i v a t e  s e c t o r  w h o  h a v e 
i n v e s t e d  a  t o t a l  s u m  o f  R . O .  3 3 3  m i l l i o n  i n  v a r i o u s  a r e a s 
o f  a c t i v i t y  i n  t h e  f o u r  y e a r  p e r i o d .  T h e  r a t e  o f  i n v e s t m e n t

1 2



e) to pay more attention to the development of water 
resources which are of vital importance to economic 
progress.

f) to develop the local human resources in order that they 
may be able to play a more active role in the national 
economy.

g) to continue the development of the basic infrastructure.

h) to encourage trading activities by removing the 
obstacles which hinder their progress; these obstacles 
include problems of transportation, storage and 
limitations on competition with a view to encouraging 
competitive practices and keeping prices at reasonable 
levels.

i) to work to achieve the basic requirements of a free 
economy in which the private sector plays a leading 
role on the basis of free competition in a market clear 
of monopolistic practices. To this end the introduction 
of incentives including reasonable tax exemptions, loans 
with easy repayment terms to finance productive pro
jects and government participation in the capital of 
important projects are suggested.

j) to improve the efficiency of the government adminis
tration.





Table 1

Industrial Origin of Gross Domestic Product at Current Prices

(Million Rials Omani)

Description 1975 1976 1977 1978 1979

Agriculture and Fisheries 20.2 21.4 24.0 27.1 32.0

Petroleum and Mining 486.8 530.4 534.8 498.4 721.0

Manufacturing 2.1 4.0 8.3 11.2 1412

Construction 70.8 83.0 84.2 85.3 90.7

Transport and Communications 23.5 25.5 28.2 33.2 36.7

Electricity and Water 1.8 5.0 6.3 8.0 9.3

Wholesale and retail trade 38.5 50.3 65.5 72.2 83.0

Banking 9.8 11.2 13.3 14.5 17.1

Ownership of dwellings 9.3 13.8 18.3 21.8
)4 
26.3

Public Administration & Defence 53.0 71.0 83.4 105.9 125.9

Other Services 8.4 11.4 13.8 15.2 16.3

Gross Domestic Product at 
market prices 724.2 827.0 880.1 892.8 1172.5

Less indirect taxes -2 .5 - 4 .5 - 4 .6 - 4 .6 -8 .1
Gross Domestic Product at 
factor cost 721.7 822.5 875.5 888.2 1164.4

Less net factor income payments -  131.6 -146 .0 -130.2 -119.8 -132.5
Gross National Product at 
factor cost 590.1 676.5 745.3 768.4 1031.9

18

Index of Growth rate of Domestic Product

Table 2

Description 1975 1976 1977 1978 1979

Agriculture and fisheries 100.0 105.9 118.8 134.2 158.4

Petroleum and mining 100.0 109.0 109.9 102.4 148.1

Manufacturing 100.0 190.4 395.2 533.3 676.2

Construction 100.0 117.2 118.9 120.5 128.1

Transport and 
Communications 100.0 108.5 112.0 141.3 156.2

Electricity and water 100.0 277.8 350.0 444.4 516.6

Wholesale and retail trade 100.0 130.6 170.1 187.5 215.6

Banking 100.0 114.3 135.7 148.0 174.5

Ownership of dwellings 100.0 148.4 196.8 234.4 282.8

Public administration and 
Defence 100.0 134.0 157.4 199.8 237.5

Other services and sectors 100.0 135.7 164.3 181.0 194.0

Total 100.0 114.2 121.5 123.3 161.9

With regard to the relative importance of income generated 
from the various sectors of the economy, petroleum is maintaining 
its position as the leading sector although its relative importance has 
declined to 61.5% in 1979 compared to 67.2% in 1975. Next in 
importance comes public administration and defence, which has risen 
to 10.7% in comparison to 7.3% over the same period.
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Table 3

Relative importance of the sources of Gross Domestic Product

(Percent)

Description 1975 1976 1977 1978 1979

Petroleum and mining 67.2 64.1 60.8 55.8 61.5

Construction 10.0 10.0 9.6 9.6 7.7

Public administration and defence 7.3 8.6 9.5 11.9 10.7

Wholesale and retail trade 5.3 6.0 7.4 8.1 7.1

Transport and communications 3.0 3.1 3.2 3.7 3.1

Agriculture and fisheries 2.8 2.6 2.7 3.0 2.7

Ownership of dwellings 1.3 1.7 2.1 2.4 2.3

Banking 1.4 1.4 1.5 1.6 1.5

Other services 1.2 1.4 1.6 1.7 1.4

Electricity and water 0.2 0.6 0.7 0.9 0.8

Manufacturing 0.3 0.5 0.9 1.3 1.2

Total 100.0 100.0 100.0 100.0 100.0

Total consumption has increased to R.O. 592 million in 
1979 compared with R.O. 344 million in 1975 and has increased in 
relative importance to 50.5 % of the total domestic product compared 
to a previous 47.5%. Most of this increase was accounted for by the 
increase in private consumption which amounted to R.O. 308.6 
million compared to R.O. 115.1 million. Its relative importance to 
the total consumption has increased to 26.3% compared to 15.9%. 
Public consumption has increased to R.O. 283.5 million from 
R.O. 229 while its relative importance has declined to 24.2% from

Total investment has risen to R.O. 318 million in 1979 
compared to R.O. 258 million in 1975. Its share of the Gross 
Domestic Product has declined to 27.1% from 35.6%. This is the 
result of the large increase in total domestic product in 1979. Govern
ment investments amounted to R.O. 217 million in 1979 compared to 
R.O. 208 million in 1975, a decline in its share to 18.5% from 28.7%. 
Private investments have increased to R.O. 101 million compared to 
R.O. 50 million and its share has increased to 8.6% from 6.9%.

Table 4

Uses of Gross Domestic Product at current prices

(Million Rials Omani)

Description 1975 1976 1977 1978 1979

Total consumption 344.1 361.1 426.9 521.0 592.1

Private* 115.1 117.6 203.9 271.0 308.6

Public 229.0 243.5 223.0 250.0 283.5

Total investment 258.0 321.2 310.8 281.0 318.0

Private 50.0 60.4 80.9 90.9 101.0

Public 208.0 260.8 229.9 190.1 217.0

Net export of goods and 
non factor services 122.1 144.7 142.4 90.8 262.4

Gross Domestic Product 
at market prices 724.2 827.0 880.1 892.8 1172.5

* Includes changes in stocks.
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Table 5

Relative importance of the uses of Gross Domestic Product

(Percent)

Description 1975 1976 1977 1978 1979

Total consumption 47.5 43.7 48.5 58.3 50.5

Private 15.9 14.2 23.2 30.3 26.3

Public 31.6 29.5 25.3 28.0 24.2

Total investment 35.6 38.8 353 313 27.1

Private 6.9 7.3 9.2 10.2 8.6

Public 28.7 31.5 26.1 21.3 18.5

Net export of goods and 
non factor services 16.9 17.5 16.2 10.2 22.4

Gross Domestic Product 
at market prices 100.0 100.0 100.0 100.0 100.0



were estimated in the Plan at R.O. 637 million for the period 1976- 1979 whilst actual investments amounted to only R.O. 530 million during the reference period i.e. at an implementation rate of 83.2%. Alternatively whilst the estimated share of the government in the capital expenses of P.D.(O) was R.O. 78 million according to the Plan, actual government contribution amounted to R.O. 128 million i.e. 164.1% of the Plan figure. Also, whilst the planned investments of Defence and national security sector in projects of a civil nature were estimated at R.O. 115 million, actual investments amounted to R.O. 240 million i.e. about 208.7% of the planned figure.

Table 7

Planned and Actual Government Investments

(Million Rials Omani)

Description Planned
1976/79

Actual
1976/79

Rate of 
execution (%)

Investments of civil ministries 637 530 83.2
Government share of the P.D.(O) 
Capital Expenditure 78 128 164.1
Expenditure of Defence on 
projects of a civil nature 115 240 208.7

Total government investments 830 898 108.2

In addition to the above, the rate of execution varied between the different sectors. Whilst it was low in some sectors, it reached high levels in others.

Table 8

Cumulative government investments 1976 - 1979 
by economic sectors

* Includes development expenditure on projects of a civil nature executed by the 
Defence and national security sector.

Sector

Total 
Planned 

1976 - 79 
(Million R.O.)

Total 
Executed 
1976 - 79 

(Million R.O.)

Rate of 
Execution 

(%)

Petroleum and mining 142.3 148.3 104.2

Agriculture and fisheries 28.5 14.9 52.3

Manufacturing 24.7 5.3 21.5

Trade and tourism 11.9 17.2 144.5

Economic infrastructure 379.2 361.0 95.2

Social infrastructure 89.2 57.2 64.1

Public administration* 141.2 287.7 203.8

Financial institutions 13.0 6.2 47.7

Total 830.0 897.8 108.3
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Private sector investments continued to grow annually 
reaching a total amount of R.O. 333 million during the four years 
whilst the planned figure was R.O. 325 million, that is at a rate of 
implementation of 102.5 %.

Table 9

Private sector investments 

1976 — 1979

(Million Rials Omani)

Description 1976 1977 1978 1979
Total 
76-79

Partners’ share in P.D.(O) 
investments 10.5 12.6 22.3 34.6 80.0

Investments of other 
oil companies 5.6 9.0 10.6 19.1 44.3

Housing 26.1 26.2 29.4 30.0 111.7

Cement Company — 2.0 — — 2.0

Copper Project 0.3 0.4 0.5 0.1 1.3

Other industrial projects 9.5 18.4 14.1 9.4 51.4

Commercial Projects 1.6 2.3 2.7 2.0 7.0

Agricultural and fishery 
projects 1.2 1.6 2.2 3.7 15.9

Other sectors 5.6 8.4 9.1 2.1 19.6

Total 60.4 80.9 90.9 101.0 333.2
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The geographical distribution of government investments 
was implemented, in a majority of instances, in accordance with the 
Plan. It will be recalled that one of the objectives of the first Five- 
Year Development Plan was “to effect a wider geographical distribu
tion of investment in order that the benefits may be shared by 
different regions of the country, and to narrow the gap in the 
standards of living in different regions with special emphasis on the 
least developed regions”. The Capital Area has accounted for 30.4% 
of the implemented total investment, the Southern Region accounted 
for 25.1% and all other areas accounted for 44.5%.

Table 10

Geographical distribution of planned and 
implemented government investments during 

1976 — 1979

27

Region
Planned Executed

Million R.O. % Million R.O. % .

Capital Area 272.0 32.7 272.9 30.4

Interior 325.0 39.2 399.5 44.5

Southern Region 233.0 28.1 225.4 25.1

Total 830.0 100.0 897.8 100.0



T h e  f o u r  y e a r  p e r i o d  h a s  w i t n e s s e d  t h e  c o m p l e t i o n  o f  t h o s e 
p r o j e c t s  i n i t i a t e d  b e f o r e  t h e  c o m m e n c e m e n t  o f  t h e  f i r s t  F i v e - Y e a r 
P l a n .  A  l a r g e  n u m b e r  o f  n e w  p r o j e c t s  h a v e  b e e n  c o m p l e t e d .  T h e 
f o l l o w i n g  l i s t  s h o w s  t h e  m o s t  i m p o r t a n t  p r o j e c t s  i m p l e m e n t e d  d u r i n g 
t h e  f o u r  y e a r s  o f  t h e  P l a n .
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O m a n  F l o u r  M i l l

G r a i n  s i l o s  a n d  t h e i r  e x t e n s i o n

O i l  t a n k s  i n  R a y s u t

P o w e r  a n d  d e s a l i n a t i o n  p l a n t  a t  G h o b r a

E l e c t r i f i c a t i o n  o f  2 6  t o w n s  a n d  v i l l a g e s

E x t e n s i o n  o f  n e t w o r k s  f o r  t h e  d i s t r i b u t i o n  o f  e l e c t r i c i t y  a n d 
w a t e r

D e v e l o p m e n t  o f  t h e  G r e a t e r  M u t r a h  A r e a

D e v e l o p m e n t  a n d  c o n s t r u c t i o n  o f  t h e  i n f r a s t r u c t u r e  i n  Q u r u m 
a n d  K h u w a i r

C o n s t r u c t i o n  o f  a  n a t u r a l  g a s  p i p e l i n e  f r o m  Y i b a l  t o  t h e  C a p i t a l 
A r e a

M u t r a h  F i s h e r y  p r o j e c t

E s t a b l i s h m e n t  o f  a  F u n d  f o r  a s s i s t i n g  f i s h e r m e n

E s t a b l i s h m e n t  o f  t h e  O m a n  D e v e l o p m e n t  B a n k

C o n s t r u c t i o n  o f  a  n e w  h a r b o u r  f a c i l i t y  a t  R a y s u t

C o n s t r u c t i o n  o f  S a l a l a h  A i r p o r t

C o n s t r u c t i o n  o f  t h e  I n t e r c o n t i n e n t a l  H o t e l

C o n s t r u c t i o n  o f  t h e  S a l a l a h  h o s p i t a l

E x t e n s i o n  o f  t h e  A l  N a h d a ,  K h o u l a ,  N i z w a ,  S u r  a n d  S o h a r 
h o s p i t a l s

2 8



In addition there are other important projects on which 
work has started during the first Five-Year period and is expected 
to be completed during the early years of the second Five-Year Plan. 
The most import of these projects a re :

1. Four mountain roads in the Southern Region, total length of 
which is 208 kilometres. Work on these roads is expected to be 
completed by the end of 1981.

2. Musandam roads, a large part of which has been completed and 
the remaining part is expected to be completed by the end of 
1981.

3. Nizwa—Thumrait road, more than 800 kilometres long. Parts
of it have been constructed and the project is expected to be 
completed by the end of 1981.

4. The natural gas pipeline to Sohar. Work on this project has 
already started and is expected to be completed before the end 
of 1981.

5. Copper mining and smelting project. Work has started and is 
expected to be completed and production to commence in 1982.

6. The Cement project with a capacity of 624,000 metric tons per 
year. Implementation has already started and the factory is 
expected to start production by mid 1983.



Table 11

Planned and actual sources and uses

1976 — 1979

Description Sources and Uses Actual
_  Planned 

Planner 1 Actual (%)

3. Sources

Oil revenue 1811 2030 112.1

Other revenue 117 173 147.9

External grants and loans 385 468 121.3

Total sources 2313 2671 115.4

2. Uses

Defence and national 
security expenditure *827 ” 1043 126.1

Civil recurrent expenditure
549 574 104.4



Government Finance

Table 12

| Description 197 6 1977 1978 197 9 

1 Oil revenue

; Other revenue
4515 482 458 63 5 

| Total revenue from  internal sources
487

38

520

45

503

51

69:

8 

Recurrent expenditure

1 National security and defence 

Civil m inistries
272

95
237 265 269 10

G overnm ent share in P .D .(O ) 

_ recurrent expenditure

138 144



CHAPTER 5

Money and Credit

Banking institutions in the Sultanate of Oman have 

witnessed rapid development of their response to the large-scale 

growth of economic activity during the first four years of the Plan 

period. The number of banks operating in Oman, excluding the 

Central Bank of Oman, were 22 in 1979 compared to 13 in 1975. 

The number of branches has risen to 132 from the 55 which existed 

in the base year. Of the total number of banks in operation, 20 are 

commercial and two are specialized, that is the Oman Development 

Bank and the Housing Bank of Oman.

As a result of the increasing economic activity in the country 

the money supply has risen to R.O. 124.6 million in 1979 in com

parison to R.O. 72.1 million in 1975, which represents an increase of 

72.8%. Currency in circulation has risen to R.O. 74.3 million in 1979 

from R.O. 38.6 million in 1975 that is at a rate of increase of 92.5%. 

Demand deposits have increased to R.O. 50.3 million in 1979 from 

R.O. 33.5 million in 1975 i.e. by 50.1%.

Table 13

Money Supply

(Million Rials Omani)

1975 1976 1977 1978 1979

Currency with the public 38.6 47.8 55.1 64.4 74.3

Demand deposits 33.5 54.9 58.2 53.7 50.3

Money supply 72.1 102.7 113.3 118.1 124.6

Time deposits and savings 40.5 57.9 88.4 107.6 118.5

Private domestic liquidity 112.6 160.6 201.7 225.7 243.1

Government deposits 33.5 39.3 71.5 42.5 68.1

Total liquidity 146.1 199.9 273.2 268.2 311.2
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Time deposits and savings have risen to R.O. 118.5 million in 1979 from R.O. 40.5 million in 1975 or by 192.6%. Accordingly, private domestic liquidity which is composed of money supply and savings deposits amounted to R.O. 243.1 million in 1979 compared to its 1975 level of R.O. 112.6 million. This represents an increase rate of 115.9%. The rate of growth of private liquidity was rapid during the first years of the Plan amounting to 43% in 1976 and 53% in 1977. In 1978 and 1979, however, the rate had declined to 22% and 10% respectively. This development was a reflection of the government financial and monetary policy which aimed at controlling inflationary pressures and reducing the deficit in the general budget. It also reflects both the static oil price situation which occurred during 1978 and the decline in the level of oil production of that year.

Government bank deposits have increased to R.O. 68.1 million in 1979 from R.O. 33.5 million in 1975, that is at a rate of 103.3%. As a result total liquidity has increased to R.O. 311.2 million in 1979 from R O. 146.1 million in 1975 or at a rate of 113%.

From the analyses of the factors affecting the quantity of money supply and quasi money it would appear that the government’s borrowing from the banking system was the main reason behind the large monetary increase in 1976. Government borrowing became relatively stable during 1977 and 1978 as a result of the efforts made to control the deficit in the budget. Thereafter, government borrowing from the banking system reached a very low level in 1979. This was a result of the government reducing the level of its short-term indebtedness, by the utilization of the increase in oil revenue follow



Analyses of the distribution of commercial bank credit 
reveal that the sectors of the wholesale and retail trade and of the 
import and export trade accounted for the larger part of total 
borrowing. In 1979 these sectors together accounted for 50% of the 
total while in 1975 their relative importance was about 33%. Next 
in relative importance comes the sector of construction whose share 
of total bank credit had risen to 15.2% in 1979 compared with 
11.6% in 1975. The relative importance of bank loans to the govern
ment greatly declined from 42.9% in 1975 to 24.5% in 1977, to 
8% in 1978 and finally to 2% in 1979. This reduction in the govern
ment indebtedness to commercial banks was accounted for by the 
government action, taken in 1977 and 1978, of transferring the major 
part of its short-term indebtedness due to the commercial banks, to 
the Central Bank of Oman.

In 1979, as was mentioned earlier, the government repaid 
most of its short-term indebtedness to the banking system including 





Table 16

Balance of Payments during the period 1975 - 1979

--------------------------------------------------- --------- (Million Rials Oman

J Description 1975 1976 1977 1978 1979

Visible transactions

Exports and re-exports 489.2 551.2 559.4 552.0 787.4
Imports 348.4 383.8 392.9 438.3 493.2

a) TRADE BALANCE + 140.8 + 167.4 + 166.5 + 113.7 + 294.2

Invisible transactions —

Profit remittances -7 6 .0 -7 3 .9 -5 1 .8 -3 9 .7 — 46.5
Private remittances -  62.2 -7 5 .9 -7 6 .6 -8 3 .3 — 97.2
Net returns from investment + 3.3 + 1.9 -  1.8 + 1.6 + 5.6
Net other services -  18.7 -2 2 .7 -2 4 .1 - 2 2 .9 — 31 R



It is worth noting that the value of re-exports have increased 
progressively during the period and occupies an important position 
in Oman’s foreign trade.

CHAPTER 7

Table 18

Development of exports during the period 1975 —  1979

Employment

As a consequence of increasing economic activity during 
the past years there was a rise in the number of persons employed 
in both the government and the private sectors. The number of 
persons employed in the government civil service have increased to 
about 36,000 in 1979 from 19,000 in 1975. Of these totals the number 
of Omanis has increased to 21,000 in 1979 from 15,000 in 1975 and 
the number of expatriates to 15,000 from 4000. As a result of the 
increase in the latter category the proportion of employed Omanis 
to the total number of employees in the government sector has 
decreased to 59.2% in 1979 from 79% in 1975.

(M illion Rials Omani)

Description 1975 1976 1977 1978 1979

Oil exports 488.1 543.8 545.9 521.8 745.7
Non-oil exports 1.1 1.4 1.5 3.3 4.7
Re-exports — 6.0 12.0 26.9 37.0

Total exports 489.2 551.2 559.4 552.0 787.4

Table 19

Number of government civil sector employees 1975 — 1979

Year Omani Expatriate Total Ratio of 
Omani (%)

1975 15000 4000 19000 79.0

1976 15688 6643 22311 70.3

1977 17269 9496 26765 64.5

1978 18466 11958 30424 60.7

1979 21372 14719 36091 59.2

The Ministry of Education employs the largest number of 
people in the government civil sector accounting for 23 % of the total 
number of civil servants in 1979, followed by the Diwan (11.4%), 
the Ministry of Health (10.7%), the Ministry of State for Dhofar 
(7.6%), the Ministry of Land Affairs and Municipalities (7.2%), the 
Ministry of Communications (6.2%) and the Ministry of Electricity 
and Water (4.9%).

46
47



No accurate data is available at present concerning 
number of Omanis employed in the private sector. The numbe
expatriates in this sector have increased to 113000 in 1979 from 87
in 1976, i.e. their number has increased by about 26000 or by (3
according to data derived from employment cards issued by 
Directorate General of Labour. A classification by occupation rev
that in 1979 more than half of these persons were engaged
occupations or professions relating to the construction sector 
contracting; builders and masons formed 23.4%, carpenters 10.
blacksmiths 9.3%, welders 3.6%, painters 2.4% and foremen 2.
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