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NOTE FROM THE PRESIDENT

is a key focus of our mining development research because of the sector’s direct impact on local com-

issue in the country. 

In this report, we present historical challenges facing the ASM sector in Africa, evaluate the situation in 
the Ivory Coast, and propose several policy reccomendations. We hope you enjoy and share this report, 

                                                                                                             
                                                                                                               
                         Sincerely, 

Yianni Nikolaou
Founder and President 

Oman is geographically positioned to become the next major global trading hub. The country’s man-
agement of its oil wealth will have a large influence on its path to reach that point. In this report we 
evaluate Oman’s initiatives to build off of its oil wealth and completely modernize its economy. 
This report concludes our series on the Gulf States’ sovereign wealth funds. Our aim with this series 
was to show how the most oil rich nations use their resources to unleash growth in their economies. 
Through investments in industry, infrastructure, education, and many other sectors, the Gulf States 
have used energy development to unlock their people's potential and drastically progress the devel-
opment of their nations. 
    

NOTE FROM THE PRESIDENT

We hope you have enjoyed this series, and we look forward to further exploring the relationship 
between industrial growth and economic development in future reports. 

 

    



INTRODUCTION
Oil was first discovered in substantial quantities in the Sultanate of Oman in 1964. Petroleum 
Development Oman, now 60 percent state-owned, was formed soon after to manage the 
extraction and refining of this newly discovered resource. Since then, oil revenues have made up 
a significant percentage of total GDP, with 47.2 percent of total GDP and 85 percent of government 
revenues coming from the oil and gas sector in 2014. The Sultanate is attempting to diversify away 
from oil dependency, however, especially after the steep oil price decline in 2009. Every five years, 
the Omani government publishes a Five Year Development Plan that is meant to outline the 
current state of the economy, what developments will be made in the next five years both in the oil 
sector and in non-oil sectors, and set goals for economic growth. The Eighth Five Year Develop-
ment Plan, published in 2010 and meant to serve as a guide for the years 2011-2015, emphasized 
the need for diversification away from the oil sector and towards the tourism, industry, agriculture, 
and fisheries sectors. Its plan to do so involved strengthening small and medium sized business 
enterprises, developing the financial sector, financing the private sector, improving investment 
climate, and developing infrastructure. Under this plan, GDP grew at a 3.3 percent annual growth 
rate, oil activities grew at a 2.3 percent rate, and non-oil activities grew by 5.8 percent annually.
 
          The Ninth Five Year Development Plan was recently released and emphasizes further invest-
ment in diversification away from oil, this time led by the manufacturing and transportation sectors 
alongside continued growth in the tourism, fisheries, and mining sectors. It has also stated a goal 
of “reducing the contribution of oil in GDP at current prices from 44 percent in the Eighth Plan to 
26 percent.” The primary driver of the planned growth in the manufacturing sector from 9.3 percent 
to 15 percent of GDP is the Liwa Plastics Industries Complex, which will “double (Orpic’s) profit, 
support the development of a downstream plastics industry in Oman…, create new business 
opportunities and employment, and firmly reinforce Orpic as a significant player in the international 
petrochemicals marketplace.” Orpic is also known as the “Oman Oil Refineries & Petroleum Indus-
tries Co.,” which is the state-owned oil extraction and refining business operating in Oman. While 
the Liwa Complex is projected to benefit Orpic and therefore government revenues substantially, 
it is still not entirely oil independent, as oil is a large component of plastics and particularly polyeth-
ylene, which will make up a large part of the Liwa’s production. Demand for plastic is, however, not 
perfectly correlated with worldwide demand for oil and gas products, so this project should serve 
to use Oman’s most abundant resource – oil – in a way that is not completely dependent on oil 
prices. 

         The second aspect of the Ninth Development Plan is to invest in transportation and logistics. 
Oman’s location in the Gulf, bordered by the Strait of Hormuz and the Gulf of Oman, gives it the 
potential to become a shipping hub for the Middle East and east and central Africa, but it needs to 
invest heavily in infrastructure to improve this sector as much as the Ninth Development Plan 
claims it will. 
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One of its biggest projects is to develop Duqm, a small fishing and oil refining town on the coast 
that had only 5,100 residents in 2008. Since then, the population has tripled and it is planned to 
increase to 100,000 by 2020 due to the addition of an airport, multiple luxury hotels, a railroad, and 
a Special Economic Zone. A four kilometer dry dock has already been built with a US$1.5 billion 
investment, and, if this “sleeping giant” were to become as successful as the planners hope, it 
could “challenge Dubai’s dominance as the region’s trading hub.” According to The Economist, 
ships travelling from Asia to Europe already stay close to Oman’s coast on their way to the Suez 
canal and the availability of a reliable port at Duqm would be in great demand.

        There are also plans to build roads, pipelines, and railroads to and from Saudi Arabia and the 
United Arab Emirates with the intention of creating a streamlined oil and gas shipment system that 
could bypass the Strait of Hormuz, which Iran periodically threatens to close.  The Oman Rail Proj-
ect will also connect Duqm with the capital of Muscat, the port city of Salalah, Sohar near the UAE 
border, and major mining and oil fields. This US$13-15 billion project is already underway, with 
Omani natives comprising a large portion of the contracted engineers and workers. At least ten 
percent of the value for each contract is required to go towards Omani companies, and the project 
is expected to grow the Omani economy significantly both by directly employing thousands of 
Omanis and by streamlining supply chain dynamics, making production and consumption less 
expensive and more efficient for producers and consumers. Despite the recent downturn in oil 
prices, there are no signs that the Oman Rail Project will be postponed.

        The third leg of Oman’s Ninth Development Plan is based on building tourism from two percent 
of GDP in 2015 to five percent of GDP in 2020. According to the Plan, there are currently almost 
40 tourism-based projects in some stage of development, and these projects are expected to gen-
erate an estimated 100,000 jobs by 2024. These projects are generally at least partially funded by 
Oman’s pension investment funds, which include its sovereign wealth funds. The other sectors 
planned to expand under the life of this Plan are the fishing and mining sectors, but there are 
expected to maintain only moderate growth, with much less government investment that the first 
three sectors. 
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SOVEREIGN WEALTH FUNDS
 
The Sultanate of Oman currently manages two sovereign wealth funds; the Oman State General 
Reserve Fund was founded in 1980 to “achieve long term sustainable returns on the revenues 
generated from oil and gas,” and the Oman Investment Fund was founded in 2006 as an invest-
ment vehicle for the Government of Oman with the goal of diversifying the Omani economy. The 
State General Reserve Fund currently manages an estimated US$34 billion and has acted as a 
savings fund for future generations, with steady, low-risk investments supplying consistent reve-
nues. 
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When the fund was formed, the government of Oman committed 15 per cent of total oil revenues 
to the fund annually, but in 1998, due to weak oil prices and low economic growth, this contribution 
requirement was changed to be more lenient, with government revenues in excess of planned 
budget allocations being set aside in the fund since then. This fund is overseen and regulated by 
the Financial Affairs and Energy Resources Council which also sets Oman’s fiscal policy and man-
ages the state budget. Additionally, the State General Reserve Fund claims to have a “robust gov-
ernance framework with clearly defined policies, process, and procedures,” though this framework 
is not publicly available. 
         As with the other oldest sovereign wealth funds in the Gulf (the Kuwait Investment Authority 
and the Abu Dhabi Investment Authority), the State General Reserve Fund has historically been 
discreet with its investments, publishing very little and maintaining minimal transparency, though 
the Kuwait Investment Authority and the Abu Dhabi Investment Authority have made progress 
towards becoming more transparent since joining the International Forum of Sovereign Wealth 
Funds and committing to working towards Santiago Principle Compliance (see Figure 1). On 
March 9, 2015, The International Forum of Sovereign Wealth Funds announced that it had 
approved the membership applications of the State General Reserve Fund, which requires a com-
mitment to voluntary endorsement of the Santiago Principles and increased transparency, indicat-
ing that Oman’s State General Reserve Fund may become more open with its information in the 
near future.
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Figure 17: Selected SWF Transparency Rankings

Source: Sovereign Wealth Fund Institute 2016b.
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The Oman Investment Fund was formed much more recently with an objective to grow Oman’s 
economy through diversification away from oil and gas and by investing in private equity, real 
estate, infrastructure, and equities both within Oman and abroad. Previously, it was known as the 
Oman Oil Fund This fund is the vehicle through which the Government of Oman is funding its infra-
structure and tourism as described in the Ninth Development Plan, but other than these projects 
very little is known about the size or activity of the Oman Investment Fund. Estimates of the fund’s 
size range from US$6 to 18.2 billion. While this secrecy makes assessing the fund’s effectiveness 
difficult, there are actions that could be taken by the fund that could greatly improve the Omani 
economy. 
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FOREIGN INVESTMENT
         According to a Capital Markets report on Oman, the country has great difficulty attracting 
foreign investment, primarily because so few companies have been made themselves public by 
filing initial public offerings in Oman’s stock exchange, the Muscat Securities Market. This market, 
formed in 1988, currently only has 116 companies listed, less than the total number of listings for 
the Abu Dhabi and Dubai securities exchanges which were formed in 2000. Capital Markets 
blames this low public market participation on Omani CEOs potentially being “loathe to share com-
pany financial data, reticent to pay dividends, or short on the expertise needed,” but no matter 
what the reason, Omani companies are not likely to attract the type of investment that could propel 
the economy forward while remaining private and closed off to foreign assistance. Another factor 
that may prevent foreign investors from investing in Omani companies, even if they are public, is 
the Oman Investment Stability Fund, which was formed in 2009 by the Government of Oman as a 
way to stabilize the price of stocks that may swing too far up or down. While this may create a sem-
blance of stability within the markets, this interference makes the securities even more unpredict-
able and discourages investments from outsiders that may be looking for more reliable and calcu-
lable investments. 
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CONCLUSION
Though its markets need significant improvement before individual companies can take advan-
tage of foreign investments, Oman has made progress towards becoming more open to the 
world economy through trade. In 2009, Oman signed a free trade agreement with the United 
States that eliminated most tariff barriers; allowed investors to fully own businesses in the other 
country without a local partner; and provided duty-free access to industrial, agricultural, and con-
sumer products. Though Oman is not currently in negotiations to form any new bilateral free trade 
agreements, it is expected that the Gulf Cooperation Council countries will have free trade agree-
ments with Singapore, the European Union, India, China, South Kora, Australia, and New Zealand 
in the near future, and some of these have already been passed.
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Oman’s location already makes it the Gulf’s perfect trading hub, letting shipments bypass both the 
Strait of Hormuz and the Gulf of Aden, and the Sultanate has the potential to follow Singapore and 
the UAE in using trade as its means to growth, particularly once the Oman Rail Project and the 
development of Duqm are completed.  

         Though Oman has historically been somewhat dependent on oil revenues, its oil and gas 
resources are considered the least accessible in the Gulf, which has forced the Sultanate to diver-
sify its economy. In recent years, it has made significant progress towards growing its mining and 
trade sectors, moving away from oil dependency and towards being a center of global economic 
activity. While it is next to impossible to determine what role Oman’s sovereign wealth funds are 
having in this transition, it is clear that the management of the State General Reserve Fund has 
been focused on long-term growth and saving for the future, while the Oman Investment Fund will 
promote domestic growth through more risky, but smaller, investments. As long as these patterns 
continue and Oman’s development plans continue as outlined in the Ninth Development Plan, the 
Sultanate’s prospects for economic growth despite oil price volatility look promising. 
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