Public Disclosure Authorized

Public Disclosure Authorized

&

Document of
The World Bank )

FOR OFFICIAL USE ONLY
AN 24E3- JO

Report No. P-3913-J0

REPORT AND RECOMMENDATION

OF THE
PRESIDENT OF THE
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
TO THE
EXECUTIVE DIRECTORS
ON A
PROPOSED LOAN
IN AN AMOUNT EQUIVALENT TO US$30 MILLION

TO THE

HBASHEMITE KINGDOM OF JORDAN
FOR A

GREATER AMMAN WATER SUPPLY AND SEWERAGE PROJECT

December 5, 1984




HASHEMITE KINGDOM CF JORDAN

- CURRENCY EQUIVALENTS

Calendar 1983 August 1984 E
Currency Unit Jordan dinar (JD) Je
Us $1.00 = Jp 0.363 0.333
JD 1.000 = Us$2.74 2.61

Exchange rate used in the Appraisal Report JD1=Us$2.70

Fiscal Year = Calendar Year

ABBREVIATIONS AND ACRONYMS

AWSA - Amman Water and Sewerage Authority

LRAIC - Long Run Average Incremental Zost

MCM - Million Cubic Meters

NRA - Natural Resources Authority

PMCS - Project Management and Construction Unit

USAID - United States Agency for Inte matiomal
Development

WA - Water Authority of Jordan

WwSC - Water Supply Corporation



FOR OFFICIAL USE ONLY

HASHEMITE KINGDOM OF JORDAN

GREATER AMMAN WATER SUPPLY AND SEWERAGE PROJECT

Borrower:

Beneficiary:
Amount:

Terms:

Rel>nding Terms:

Project Description:

LOAN AND PROJECT SUMMARY

The Hashemite Kingdom of Jordan.
The Water Authority of Jordan (WA).
US$30 million equivalent.

15 years, including three years of grace, at the
standard variable interest rate.

Same as the Bank loan. The WA would bear the foreign
exchange and interest rate risks.

The project would improve the water supply and
sewerage services in the Greater Amman area and would
include: (i) extension and rehabilitation of about 100
km of water mains; (ii) construction of about 350 km
of trunk and collection sewers; (iii) construction of
twvo sewage treatment works; (iv) supply of operating
and maintenance equipment; and (v) consultant
services for engineering, project management and
construction supervision. The project would continue
the institutional development efforts started under
two previous Bank loans. The main beneficiaries of
the project would be the low and middle—~income
families in the project area. Because of the recent
establishment of the WA, initial difficulties might be
encountered in its institutional and organizaticnal
development., This risk is, however, minimized through
the provision of adequate advisory staff in finance,
management and technical matters.

'l'hi§ docugncnt has a restricted distribution and may be used by recipients only in the performance of
their official duties. Its contents may not otherwise be disclosed without World Bank authorization.




Estimated Cost*: Local Forei Total
(US$ Millions)
Water Distribution Systems 0.97 2.25 3.22
Sewvage Systems 7.35 17.11 24.56
Sewage Treatment Works 3.86 4.36 8.22
Operational and Maintenance Equipment - 0.27 0.27
Consulting Services 1.11 0.32 1.43 -
Base Cost 13.40 26.31 37.71 B
Physical Contingencies 1.22 2.37 3.59
Price Contingencies 2.27 4.16 6.43
Total Cost 16.89 30.84 47.73
Interest During Coastruction - 8.67 8.67
Total Financing Required 16.89 39.51 56.40
Financing Plan:
Proposed World Bank loan - 30.00 30.00
Government contribution 16.59 9.51 26.10
Funds from operations 0.30 - 0.30
Total Financing 16.89 39.51 56.40
Estimated Disbursements:
Bank FY
Us$ Millions
1985 1986 1987 1988 1989 1990 1991 1992
Annual 0.6 7.5 8.8 5.2 2.9 1.0 2.4 1.6
Cumulative 0.6 8.1 16.9 22.1 25.0 26.0 2B.4 30.0
Economic justification: Least cost program.
-®
*/ Cost estimates do not include import duties and taxes, from which the e

project is exempt.



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

REPCRT AND RECOMMENDATION OF THE PRESIDENT OF THE IBRD
TO THE EXECUTIVE DIRECTORS ON A PROPOSED LOAN
TO THE HASHEMITE KINGDOM OF JORDAN FOR A
GREATER AMMAN WATER SUPPLY AND SEWERAGE PROJECT

1. I submit the following report and recommendation on a proposed Bank
loan to the Hashemite Kingdom of Jordan of US$30 million equivalent to help
finance a Greater Amman Water Supply and Sewerage Project. The loan would be
for 15 years, including three years of grace, at the standard variable
interest rate. The loan would be onlent to the Water Authority of Jordan on
the same terms and at the same rate as the Bank loan.

PART I -~ THE ECONOMY

2. A report entitled "Jordan Review of the Five-Year Plan"™ (No.4129-J0,
dated May 1983) was distributed to the Executive Directors in June 1983. An
economic mission visited the country in May/June 1983; its findings have been
included in the present text. Country data sheets are attached as Annex 1.

Recent Economic Developments

3. Conscious of the country's limited natural resources, its relatively
narrow productive base and the sensitiveness of the economy to changes in its
oil-rich regional environment, the Government has pursued liberal,
outward-looking policies in trade, labor migration and foreign exchange. This
has enabled Jordan to alleviate the effects of a very high natural population
growth rate (3.8 percent) through massive emigration stimulated by high
salaries in the neighboring countries and through rapid expansion of domestic
production fueled by an exceptionally high investment rate and rapidly growing
export demand. At present, about 40 percent of Jordan's total workforce is
employed abroad. In addition to sizable workers' remittance inflow, Jordan
benefited from large inflows of grant aid from neighboring countries as well
as a rapid increase in regional demand for its exports. During the period
1976-82 the yearly inflow of workers®' remittances and grants reached on
average close to two-thirds of Jordan’'s GDP. The atundant supply of thesge
resources and favorable entrepreneurial climate enabled Jordan to maintain
both very high consumption and investment rates.

4, As a result, the Jordanian economy expanded rapidly with an annual
average GDP growth rate of over 10 percent in real terms during the 1976-82
period; almost full employment was reached. The overall balance of payments
remained strong despite a large chronic deficit in merchandise trade.

Althdéugh exports of goods and non-factor services (primarily agricultural
products, manufactured goods, tourism and exports of the new commodities,
fertilizers and potash) grew at a rapid rate of about 16 percent in real terms
during 1976-82, its small base in relation to imports led to a continuous
deterioration of the resource gap. These trade deficits, however, were almost
fully compensated by factor income and transfers from abroad. Government-
guaranteed external borrowing remained therefore within reasonable limits and
borrowing on commercial terms was reduced to a modest level (para. 14).
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5. Beginning in 1982, however, the economic slowdown~in the neighboring
countries has in many ways affected the Jordanian economy; it led to a
slowdown of domestic economic activity and a reduction in the inflow of
external transfers. The overall economic growth rate slowed down to about 5.5
percent (in real terms) in 1983, still a satisfactory performance considering
the present unfavorable economic environment; foreign grant aid was about 30
percent lower, workers' remittances stagnated while exports of manufactured
goods and services to neighboring countries declined. The effect of these
factors was exacerbated by a marked decline in exports of raw and processed
minerals. Imports also declined, in line with the sizable reduction in public
and private investwents. As a result, the current account deficit for 1983
showed only a slight increase to $388 million. It was mainly covered by the
proceeds of a $225 million Eurodollar loan contracted in early 1983. Jordan
also drew on its reserves which remained, however, equal to more than 3 months
of imports.

6. With the decline in Goverument revenues from grants, public
investment was reduced, and the Government has further intensified its
domestic resource mobilization efforts through cuts in subsidies and improved
collection of direct and indirect taxes (about 90 percent of recurrent
expenditures is covered by domestic revenues).

7. The main concerns of monetary policy have been mobilizing savings and
controlling domestic liquidity. Private savings have improved, but public
savings have continued to be negative because of the high level of defense
expenditures. To promote domestic savings, greater discretion is being
allowed the Central Bank in adjusting interest rates and banking commissions.
As a result of increases in deposit rates in 1983, savings deposits rose
faster than the money supply. Together with a marked decline in inflation to
S percent in 1983, these increases have resulted in interest rates becoming
substantially positive again in real terms. ;

Medium-Term Prospects

8. Given the changed situation and outlook in the neighboring oil
producing countries, continuing GDP growth in the 9-11 percent range as
projected by the 1981-85 Plan would no longer appear feasible in the medium
term; a rate in the neighbcrhood of 5 percent per annum in real terms appears
more likely during the next Plan (1986-90). This projection assumes a
reduction in the exceptionally high level of investments achieved during the
early 1980s, which was mainly due to implementation of a number of major new
projects such as potash, fertilizer and a refinery, now at initial stages of
production. While the new major natural resource-based industries have
_provided some new employment opportunities in the short term, the economic
slowdown is likely to change the manpower situation in Jordan from one of
selective shortages to one of general excess supply requiring finding
employment for a rapidly increasing domestic workforce (para. 12).

9. The industrial sector (including minring, manufacturing and
construction) is expected to continue to lead the growth of GDP and exports.
The new industries are expected to contribute more than one third towards
incremental GDP during 1984-85. Together with an expansion of phosphate
mining and cement production, total industrial output would grow at a brisk
annual rate of about 10.8 percent for 1984-85 but slow down to an underlying
rate of 7.5 percent per annum for the period 1987-90. Since the rapid
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expansion of infrastructure and private housing during the_boom years of the
1970s and early 1980s has slowed down substantially, the construction industry
is likely to grow at a substantially lower rate (3 percent) during 1986-90.
Thus, industrial growth during the next plan period will have to rely
increasingly on development of more small and medium scale higher technology
manufacturing, largely for exports. The projected 7.5 percent for industrial
growth assumes that adjustment of the industrial sector in this direction will
be achieved, inter alia through changes in protection policies and
improvements in export incentives.

10. Curtailment in growth of public expenditures and the slowdown in
domestic and foreign demand for banking and transportation services are
expected to slow down growth of services to an average annual rate of little
over 3 percent per annum for 1984-87, In particular it is expected that the
transportation sector and the hotel industry, which at present are facing
large surplus capacity, will undergo a period of consolidation., In the trade
sector, efficiency gains from modernization would likely be offset by
increased pressure from higher unemployment to expand the less efficient
informal sector of trade. In contrast to the expected slow growth performaance
of traditional private services, the prospects are favorable to exploit
Jordan's potential in skilled labor and meet the demand for special services
in areas such as consulting, contracting, and maintenance. Agriculture is
projected to continue to grow by about 5 percent per annum. {verall, the
sectoral growth rates would enable Jordan to maintain a comfortable GDP growth
- rate of about 5 percent per annum for 1984-85, which would seem sustainable
throughout the 1980s.

11. On the external balance side, the projections assume that exports of
goods and non factor services would grow by an average rate of about 8 percent
per annum in real terms for 1984-90. Exports from the output of previous and
new industrial natural resource based projects to the world market would make
the largest contribution to this growth performance. The export projections
for the later 1980s assume that adequate measures are taken to develop
Jordan's manufacturing exports. The external balance projections assume that
imports would increase less rapidly because of the slow overall economic
growth rate and the expected sizable reduction in the level of iavestments
after completion of the major industrial projects. Even though merchandise
exports are projected to maintain a high rate of increase while imports would
grow at a significantly lower rate, the trade deficit could continue to
increase and could exceed the $2.4 billion mark in 1984. In relation to GDP,
however, the resource gap is expected to show a further decline from about 56
percent in 1983 to about 41 percent in 1987. Unlike the past, net workers'
remittances and foreign grants, which are likely to decline, may not be
sufficient to meet the growing trade deficit. Jordan therefore would have to
rely more on external borrowing (para. 15). In order to maintain its prudent
build-up of external debt, Jordan will need to combine extermal borrowing with
increasing efforts to mobilize domestic resources, particularly in the public
sector. -

Social Issues

12. Due to the substantial migration of Jordanian workers to neighboring
countries and the rapid economic growth, the labor market situation has been
characterized until recently by selective manpower shortages. However,
according to recent manpower projections, supply of labor in Jordan in the



-l -

medium term is likely to show selective surpluses, particutarly throughout
certain categories of skilled professionals. In 1980, out of the
approximately 800,000 Jordanians (including Palestinians from the West Bank)
residing abroad, a little over 200,000 were estimated to be workers, compared
to a total domestic employment of about 440,000. Domestic employmeat includes
at present a relatively large number of foreign workers currently estimated at
about 125,000, half of whom are unskilled. The country has expanded its
education and training system rapidly, to meet both domestic and external
needs. A comprehensive manpower and training plan is needed to help ensure
.that: (a) the economy does not suffer from shortages of crucial skills, while
meeting prospective demand for skilled workers abroad; and (b) the potential
labor force is utilized more fully—especially the seasonally idle workers in
rainfed areas and women, whose participation, although growing fast, is still
low.

13, The Government has emphasized social issues in the current Five-Year
Plan (1981-85). Although the social indicators are relatively favorable in
most sectors, social services are unevenly distributed across income groups
and between urban and rural areas. Housing remains a problem despite the boom
in 1978-80, mainly because housing costs have far exceeded the means of the
lower income groups. The Government's concern about these issues has led to
the setting up of the new Ministry of Social Affairs in November 1979 to
define a coherent social development program.

External Assistance

14. With the large chrcnic trade deficit offset by inflows of remittances
and foreign transfers, the current account of the balance of payments was on
average in equilibrium through 1975-81. Net workers®' remittances increased
from about $160 million in 1975 to about $900 million in 1982 and 1983.
Following the Baghdad Arab Summit Conference in November 1978, which pledged
assistance of about $1.2 billion per year over a 10-year period, net foreign
grant aid rose from $400-500 million in 1977 78 to about $1.3 billion in 1980
and 1981; it declined to some $0.8 billion in 1983. This decline was the main
reason for the curreant account deficit of $388 million in that year which was
largely financed by extermal borrowing and partly by drawing on reserves. The
external public debt outitarnding and disbursed reached $1.823 billion at the
end of 1983 (about 45 percent of GNP). External debt service payments
amounted to $226 million in 1983 or 7.4 percent of total exports of goods and
services. .

15. Jordan's impressive g-owth, pragmatic economic and social policies
and efficient economic management have helped to attract large amounts of
foreign assistance. The grant component of this foreign assistance is
projected to decline gradually in real terms over the next few years. The
projections on that basis indicate a need for average gross external borrowing
of about $0.7 billion over the 1984-1990 period, mostly in later years. While
bilateral and multilateral sources can be expected to provide the bulk of
external resources, Jordan is likely to resort increasingly to the finmancial
markets, and this would result in a hardening of loan terms. On these
assumptions, the debt service ratio as a percertage of exports of goods and
services is projected to reach 9 percent by 1987 and some 11 percent by 199).
Given this outlook and the country's record of prudent management, Jordan
remains creditworthy for Bank lending.
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PART II — BANK GROUP OPFRATIONS 1/~

16. Jordan has received 15 Bank loans totalling $380.8 million and 15 IDA
credits totalling $86.1 million (net of cancellations) of which all the
credits and two loans have been fully disbursed. Project implementation and
disbursement performance have Deen generally satisfactory. In recent years,
disbursements have amounted to about 60-70 percent of appraisal estimates.

The IDA credits have financed projects in key sectors, such as education,
highways, water supply and sewerage, power, irrigation and tourism. By

. mid-1978, Jordan had attained a stage of economic development where it could

be considered creditworthy for Bank lending and had reached a GNP per capita
level that exceeded IDA limits. IDA lending was thus discontinued after March
1978. IFC has made investments in Jordan with total commitments of $94.2
million. Annex II contains a summary statement of Bank loans and IDA credits,
and IFC investments as of September 30, 1984,

17. Bank group assistance to Jordan has been directed toward export-
oriented projects on which the Bank Group has cooperated closely with the
Government in project preparation and in the mobilization of large externmal
financial assistance. In addition, the Bank Group has been assisting the
Government in implementing its social objectives of improving the income and
living standards of the rural and urban poor, as well as expanding manpover
training, as enunciated in the first Five-Year Plan (1976-80) and emphasized
in the second Five-Year Plan (1981-85). Bank acsistance has also fostered the
development of the power subsector to meet the demand from a rapidly growing
economy .

18. In line with these objectives, the Bank Group has provided technical
assistance for developing and implementing a plan fcr expanding phosphate rock
mining. An engineering credit was made in FY75 to help prepare a large
project for potash production .rom the Dead Sea via solar evaporatiom, for
which a loan was approved in September 1978; the project has been successfully
completed. In addition, further support for the Government's social and
economic objectives was provided in recent years by loans for the Fifth and
Sixth Education projects approved in March 1983 and February 1984, the Cities
and Villages Development Bank (CVDB) project approved in March 1980, the Urban
Development and Urban Transport projects approved in July 1980 and July 1983
respectively, the Fifth Power project approved in May 1982, the Zarqa/Ruseifa
Water Supply and Sewerage and the Eight Cities Water Supply and Sewerage
projects approved in December 1982 and May 1984, the Energy Development
Project approved in December 1983 and the Multi-Mode Transport Project
approved in July 1984. Projects under preparation include mining, transport,
water supply/sewerage, urban and health development, energy and industry. IFC

_has provided loans and equity contributions for a major fertilizer project and
for projects in the construction materials subsector. It has also assisted

the capital market and leasing ventures.

- 1/ Substantially unchanged from Part II of the President's Report for the

Multi-Mode Transport Loan (No. P-3851-J0), which was distributed to the
Executive Directors on June 7, 1984,
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19. In a parallel effort at the macroeconomic and secteral levels, the
Bank has assisted the Government by reviewing the 1981-85 Five-~Year Plan, with
emphasis on the industrial sector and manpower analysis. It has also helped
review the energy, water supply, health and urban sectors, export strategy and
promotion in manufacturing industries as well as issues relating to regional
development and manpower and training. The reports entitled Energy Sector
Study, Review of the Five-Year Plan (1981-85), Export Strategy and Export
Promotion In Manufacturing Industries, Urban Sector Review, Health Sector
Review and Water Sector Study were distributed to the Executive Directors in
March 1983, May 1983, and June 1983 (both Export Promotion and Urban Sector
Reviews) June 1984 and July 1984, respectively.

20. At the end of 1983, the actual Bank Group share in Jordan's total
external public debt was egtimated at 12 percent, and its share in debt
service was 5 percent. By 1985, the Bank Group's shares in debt outstanding
and in debt service are expected to be about 13 percent and 8.5 percent
respectively. -

PART III - THE WATER SUPPLY AND SEWERAGE SECTOR

The Setting

21. Water Resources. About BO percent of Jordan's land area is desgert.
Availability of water depends largely on rainfall, ranging from moderate
amounts (600 millimeters per year) in the northern uplands to negligible
amounts in the southern and eastern deserts, over 85 percent of which is loct
through evaporation. As the more conveniently located sources of municipal
and industrial water supplies have become fully utilized, surface and
groundwater in other areas, hitherto used for agriculture, will have to be
transported at high cost over long distances and/or steep gradients to meet
these needs. The rapid growth of the economy in recent years and -the
associated increase in municipal, industrial and agricultural water demands,
coupled with Jordan's high rate of natural increase (3.8 percent), have put
serious pressure on the country's limited water resources; and water scarcity
may become a principal constraint to economic growth. In these circumstances,
it is crucial for Jordan to realize the maximum benefits from its limited
resources by the continued development and implementation of a sound sector
strategy and through prudent water resource management.

22. Water Supply. About 85 percent of the urban population is supplied

. through house connections. However, due to source inadequacy, the supplies in
many areas are intermittent; and over 30 percent of the water produced for
municipal water supply is lost through leakage, due in part to corroded pipes
in the major distribution systems. 1In, 1979 about 60 percent of the rural
population was provided with piped water supply, with the remainder supplied
through private wells or tankers operated privately or by the Water Authority
(WA); with ongoing extension works this is expected to reach about 80 percent
by 1985. Even where public piped water supply exists, however, there is a
danger that intermittent supplies can lead to contaminated water and effluents
entering the system through leaks when it is depressurized. This risk is
particularly acute where septic tanks and cesspits are used.

23. Sewage. At present, only four cities (Amman, Salt, Anaba, and
Jerash) have sewage collection and treatment systems, which serve about 30
percent of Jordan's population. Sewage systems are being constructed in
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Irbid, Zarqa, and Ruseifa; and plans are underway for systems in ten medium
size cities, six in north Jordan and four in the south, eight of which are
included under the Bank financed Eight Cities Water Supply and Sewerage
Project (Loan 2425-J0), which will provide services to another 20 percent of
the country. In areas where sewage systems do not exist, the wastes are
discharged in septic tanks, cesspools and similar facilities. Despite
significant efforts to provide sewerage in recent years, rapid growth in
urbanization, rising standards of living and extensive but uncoordinated land
development have caused individual waste water disposal facilities to become
inadequate, particularly in high density areas and in soils with limited
percolation capacity. Occasionally, overflows or improper disposal of
cesspool waste occur, creating major health hazards. Severe outbreaks of
cholera have occurred in Jordan, the latest in 1981. The infant mortality
rate has declined in recent years but still remains high (60 per 1000 live
births in 1982) as does the incidence of water-related infectious diseases.
This suggests the need for continuing efforts to improve water supply and
sanitation conditions in the country.

Government Strategy in the Sector

24, The scarcity of water and the high cost of its development have long
been recognized by the Government. Based on a number of studies over the
years, including the recently completed Bank Water Sector Study (para. 31),
available water resources are projected to be adequate to meet municipal and
industrial needs beyond the turn of the century with a modest increase
available for irrigation if the Government pursues appropriate policies in the
following areas: (i) proper allocation of known resources ard new resource
development (which includes transfer of water from water surplus to deficit
areas, continuing exploratory work for ground water sources and further
development of remaining surface sources); (ii) prudeat water resource
management by strengthening the sector's institutional capability; (iii)
quantity and quality control of water and wastewater; (iv) development of
policies related to reuse of waste water; (v) development of appropriate cost
recovery and other financial policies; and (vii) manpower planning and
training.

25. Aided by sound Government policies, water conservation is generally
practised throughout the country. The Govermment has also made impressive
strides in developing the sector. It has embarked on a program of large water
projects to help relieve water shortages, particularly in the upland areas of
northwest Jordan. During the current Five-Year Plan period (1981-85), almost
16 percent of public sector investment is allocated for water and irrigatiom,
which is about seven times the corresponding actual investments in the
previous plan period (1976-80). Furthermore, the Government has adopted a
policy for adequately treating all sewage from industries and municipalities
which are sewered so that effluents may be suitable for reuse in agriculture.
The -Government, with the assistance of the United States Agency for
International Development (USAID), is in the process of developing a data
management system, which will monitor quantities and physical and chemical
qualities of water resources in the country. The newly created Water
Authority (WA) (para. 26) will be responsible for maintaining and policing
this system. In order to deal with the problems of intermittent water supply
and leakage, the WA is developing a program to systematically detect and
repair leaks and to improve water distribution (para. 33). These efforts
should help reduce the risk of bacteriologically unsafe water.

-
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26, Institutional Aspects. In the past, the sector was plagued with
problems of inadequate coordination due to the large number of institutions
involved in water production and supply for different user groups. This often
led to duplication of efforts and sub-optimal investment decisions. As
recommended in the Bank's Water Sector Study, an autonomous agency, the WA,
was created to take over the rqsponsibilities for providing water supply and
sewerage services, water resource management and monitoring, planning,
development and allocation, and water quality monitoring for the whole of
Jordan. This has set. the institutional framework necessary to better husband
critically scarce water resources in order to sustain economic growth. The
thrust of the WA's work will be to formulate policies and take appropriate
measures to augment the country's usable water resources, to efficiently
allocate these among the various competitive users and to ensure that the
water allocated is used economically. The present organization of the WA is
expected to evolve as it develops to fully assume its mandated role, and the
WA is studying its organizational needs over the long-term in order to modify
its organizational structure, if necessary. Bank funds have been provided for
a management advisor to assist the WA in this work (para. 46).

27. In view of the growth of sector-related institutions and operatiomnal
facilities, the demand for trained personnel has become an urgent matter. In
the past most of the institutions involved in the sector had some training
programs, and several educational institutions provided some sector-irelated -
training, but this was generally ad hoc, unfocussed and suffered from a lack
of coordination. Many of those who were trained were siphoned off by the
private sector or by neighboring countries where salaries are substantially
higher. With the assistance of USAID, WA is in the process of implemen:ing a
national training program to tackle both short- and long-term problems in this
area.

28. Tariffs for urban municipal water supply have generally been in line
with the cost of these services, and sewerage charges have generally been
adequate (para. 48). In Amman, the total income from water and sewerage
revenues does cover total operating expenditures of water and sewerage and
debt service. Ineffective control of groundwater extraction by industry and
agriculture, where tariffs or extraction fees have not been imposed or are
below costs of production, has resulted in serious depletion of groundwater in
populated areas. Consequently, water for municipal supplies has had to be
transported from distant locations at high costs. A tariff study for
municipal and industrial water uses under the Zarqa/Ruseifa project will help
develop the necessary financial strategies (para. 49).

IDA/Bank Role in the Sector

©.29. IDA commenced its assistance to the sector in the 1960s. The FY62
Credit 18-J0 for $2.0 million and FY64 Credit 43-J0 for $1.5 million supported
water supply development respectively in Amman and in the cities of
Ramallah-El Bira, Jerusalem, Nablus, Azraq, Irbid, and Zarqa. In the 1970s,
the Government concentrated its efforts on developing the water supply and
sewerage services of Amman, which also resulted in the creation of the former
Amman Water and Sewerage Authority (AWSA). The FY73 $8.7 million Credit
385-J0 and FY78 $14 million Credit 780-JO assisted in the development of AWSA
and helped finance investments for Amman’'s rapidly expanding needs for
additional water supply and sewerage facilities. These projects have been
successfully completed, and completion reports for Credits 385~-J0 and 780-JO
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have been prepared. No Performance Audit Reports have yet-been prepared. The
lessons learned from the above projects include the need for better
coordination in planning and execution of projects and the particular
importance of reducing unaccounted for water in a largely water deficit
situation. The completion report for the FY73 project (Sec.79-491) also noted
that while substantial efforts® had- gone into the institutional development of
AWSA, weaknesses remained, particularly in its financial department. These
factors have been taken into account in the design of later projects.

30. In FY83, the Bank provided further assistance through Loan 2213-J0 of
$17.0 million for the improvement of the water supply and sewerage services
for the cities of Zarqa and Ruseifa. A prime project objective was to
strengthen the Water Supply Corporation (WSC), the project implementing and
operating agency, which was responsible for water supply and sewerage in areas
outside Amman and the Jordan Valley Authority. Technical and financial
advisors have already been engaged, and measures to improve operations and
financial management are underway. With the recent reorganization of the
sector, responsibility for the execution and operation of the project has been
taken over by the WA, which will be assisted by these advisors im its
organizational development. The Bank also approved in May 1984, a loan of
$30.0 million (Loan 2425-J0) to the WA for the Eight Cities Water Supply and

Sewerage Project (para. 23).

Rationale for Bank Involvement

31. The Bank’'s rec=ntly completed Water Sector Study (Report No.4699-J0)
made several recommendations concerning the sector's organization and
financial policies; outlined a strategy to develop available water resources
for meeting the needs of competing users; established general recommendations
for appropriate waste water disposal; and formulated associated investment
programs. Based on this, the Bank’s overall strategy in the sector includes
assistance to the Government in implementing policies to efficiently manage
and allocate the country’'s scarce water resources, executing technically sound
and economically feasible projects to increase usable water resources
Cincluding effluent reuse), strengthening sector institutions including
training and establishing sound pricing policies to assure economic use and
conservation of water and to allow operating entities to be financially viable
and self-gustaining.

32. The proposed project has been designed to support the Bank's overall
strategy. Specifically the project would play an essential role in providing
assistance and advice, and in ensuring proper follow-up actions for (i) the
development of appropriate management and organizational systems for the WA;
(ii) judicious selection and formulation of potential projects and related

- investment strategies; and (iii) improvements in operational areas such as

financial planning, accounting, auditing, manpower planning and training.

Pro ject Area -

33. The Greater Amman area (a 25 km radius from the city center) covers
the municipality of Amman, 1l surrounding municipalities, two refugee camps
and some minor villages. It has experienced rapid growth in the pasr two
decades, and its economy has been characterized by a continuing shitu from
agriculture to the industrial and service sectors. The total population in
1979 was 1.27 million and is projected to increase to 2.06 million by 1990 and
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2.99 million by 2000. Greater Amman is a water-deficit area presently
supplied from local ground water wells and from well fields located to the
east and south of the city. An additionmal water supply is being developed
with water to be taken from the East Ghor Main Canal. This is scheduled to be
commissioned by early 1985 and would satisfy projected water demand through
1990. About 85 percent of the “population is connected to the public water
supply system, the remainder being served by public taps (4 percent) and water
tankers (11 percent). Water consumption for connected supply averages about
85 liters per capita per day (lcd). Water supply facilities are gemerally
well operated and maintained, although some 6 percent of water samples being
taken are bacteriologically unsatisfactory. Unaccounted for water is high (44
percent) because of corroded water mains; with improved water supply and
distribution system pressure, the rate of leakage has increased. However,
leaks are expected to be reduced through ongoing rehabilitation or replacement
of older water mains. Furthermore, the WA with consultancy assistance is
developing a program to reduce unaccounted for water to a target level of 25
percent by 1990.

34, The sanitary situation in Greater Amman is gradually deteriorating
and sewage effluent is increasingly polluting the upper groundwater aquifer or
overflowing into the streets, creating a health hazzard. Untreated or
insufficiently treated wastewater effluents are being discharged into the
river streams which are used for irrigation. This situation, combined with
rapid population growth and increasing density and industrializatiom, calls
for urgent action. About 77 percent of Amman municipality is currently
connect2d to the sewage system and only & percent in the outlying
municipalities. The remaining population relies upon cesspool installations
of various operational performance, with the effluent percolating into the
ground. Maintenance costs (pump-outs) can be significant. The bulk of the
sewage is treated in the Ain Ghazal Treatment Plant, which is heavily
overloaded, partly due to high strength sewage influent. The WA is presently
extending these facilities by the comnstruciion cf stabilization ponds, which
are scheduled to be completed in 1985 and would provide satisfactory treatment
capacity up to the early 1990s. Thus, considering that the water supply
requirements for Greater Amman and Amman municipality’'s sewage treatment
facilities would be adequate, the priorities for Greater Amman are: to extend
the sewage network in densely populated areas, to provide for sewage disposal
facilities for areas outside the Amman municipality and to strengthen and
rehabilitate the water distribution system. The proposed project would
address these needs.

PART IV — THE PROJECT

- Project History

35. The proposed project is based on the priorities developed in a phased
Master Plan, finmanced by USAID. It was preappraised in November 1983 and
appraised in June 1984. Negotiations were held in Washingtom D.C. during
November 12 - 16, 1984. The Jordanian delegation was headed by Mr. Boulos
Kefaya of the Ministry of Planning and included representatives of the Water
Authority. A Staff Appraisal Report (No. 5260-J0) dated November 30, 1984 is
being distributed separately. The main features of the loan and project are
outlinec in the Loan and Project Summary and in Amex III. A map of the
project area is attached.
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Project Objectives and Description . -
36. The project is expected to have a significant impact on living

conditions and health standards in the project area, including lower income
people in the Baqa'a Valley. Its major objectives include: (i) extension of
sewerage services in the project area to about 94 percent of total population
(in 1989) from present coverage of about 67 perceant through rehabilitation and
extension of the sewage systems; (ii) reduction of groundwater pollution by
decreasing the infiltration of cesspool effluents within Greater Amman so that

by 1989 only 45 percent of the population will be served by cesspools compared

to 60 percent of the population in 1984; (iii) recycling of waste-water for
agricultural purposes through the provision of satisfactory sewage treatment
facilities; (iv) improvement of water supply services and reduction of water
lossevs through distribution system rehabilitation; (v) continuation of
assistance in the development of the WA and in the establishment of proper
financial procedures in order to achieve financial self-sufficiency through
adequate charges for water supply and sewerage services; and (vi) preparation
of the next stage extension of water supply, sewerage and sewage disposal
facilities on a priority basis.

37. The project includes the following major cowponents: (i) about 100 km
of water distribution network; (ii) about 350 km of trunk mains and secondary
sewers; (iii) sewage treatment works for the Baga'a Valley and Wadi es Sir
drainage zones (two suburban areas in the Greater Amman area) with a first
stage capacity of 8,000 and 2,400 m*/day (maximum flow), respectively; (iv)
operation and maintenance equipment; and (v) consultant assistance for
engineering, project management and construction supervision. The proposed
treatment works at Wadi es Sir and Baqa'a Valley would utilize trickling
filters, and the raw sludge from these works would be tramsported by tankers
to the sludge treatment facilities at the Ain Ghazal Treatment Plant. The
various alternmatives selected and compoments recommended for the project
represent the most feasible least-cost solutions. Effluent quzlity standards
would be satisfactory and enable recycling of water for irrigatiom.

Project Costs and Financing Plan

38. The total cost of the proposed project, including physical and price
contingencies (in mid-1984 prices) is about $48 million, of which about $31
million (65 percent) is in foreign exchange. In addition, interest and other
charges during construction amount to about $9 million. Cost estimates do not
include import duties and taxes, from which the project is exempt. The
project cost includes physical contingencies of about 10 percent of the total
cost. 7The price contingencies for both civil works and material and equipment
for foreign cost components have been estimated at 7.5 perceunt for 1984, 7

‘percent for 1985 anc 6 percent thereafter; and for local cost components at

7.5 percent in 1984, 7 percent in 1985 and 6 percent thereafter. The
engineering, project management and construction supervision costs correspond
to about 420 maamonths and include overheads, travel and subsistence.

39. The proposed Bank loan of $30 million would cover about 53 percent of
the total financing requirements. The balance would be financed by Government
as equity contributions and from intermal sources of the WA (Loan Agreement,

Sections 3.01(a) and (b)). The Bank loan would be made to the Government for
15 years, including a three-year grace period. The Government would onlend it
on the same terms and conditiouns to the WA, under a subsidiary loan agreement
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satisfactory to the Bank, the execution of which would be a, condition of
effectiveness {Loan Agreement, Sections 3.0l(c) and 6.01). The WA would bear
the foreign exchange and variable interest rate risks. The onlending rate
would be significantly posicive in real terms, as the current domestic
inflation rate is about 5 percent per annum.

40. Procurement and Disbursements. Procurement arrangements are
summarized below:

Project Element ICB 1CB Other - TOTAL
$ Million

Water Distribution Network 1.56 2.56 - &L.12
(1.00) (1.64) - (2.64)

Sewage Systems 25.02 6.25 - 31.27
(15.88) (4.05) - (19.92)

Treatment Works 10.52 - 10.42
(6.74) - (6.74)

Operational Equipment 0.38 - - 0.38
(0.38) - - {0.38)

Consulting Services - - 1.43 1.43
{0.32) (0.32)
Total 37.38 B.81 1.43 &47.62

(24.00) (5.68) (0.32) (30.00)

Note: Figures in parenthesis are the respective amounts financed by the Bank.

41. It is estimated that 15 civil works and equipment supply contracts
would be subject to International Competitive Bidding (ICB) and would have
an aggregate value of about 80 percent of total costs. For the sewage
treatment works one contract would be awarded for civil works, equipment
supplies and installation. Equipment supply contracts estimated to cost
more than $550,000 and civil works contracts estimated to cost more than
$1.4 million would be procured through ICB in accordance with Bank Group
guidelines. Bank guidelines would also be applied in the recruitment of
consultants (Project Agreement, Sections 2.03 and 2.04). Documents and
awards for all contracts under ICB would be subject to prior review by the
Bank. Other equipment supply and civil works contracts with an aggregate
cost not exceeding $2.0 million and $7.0 million, respectively, would be
awarded on the basis of local competitive bidding procedures, which are
satisfactory to the Bank. For material and equipment to be procured under
ICB, a domestic preference of 15 percent or the import duty, whichever is
lower, would be used for the purpose of bid evaluation. For civil works'

‘contracts expected to last more than 24 months, price adjustment provisions

would be included.

42, The proposed locan would be disbursed over a period of
approximately seven and a half years as follows: equipment, material
supplies and equipment, 100 percent of foreign and 85 percent of local
expenditures; civil works, 100 percent of foreign and 60 percent of local
expenditures; and consultant services, 100 percent of total expenditures.
The estimated disbursement schedule in the Loan and Project Summary takes
into consideration the standard disbursement profile for Jordan and
reflects the advanced state of project preparation, the relative efficiency

-
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of the implementing agency and is about the same as the Regional profile
for water supply and sewerage projects. In order to expedite
disbursements, a revolving fund of $1.5 million (equivalent to an average
of about 3 months disbursements) would be opened by the Government and
would be replenished on the basis of standard documentation for eligible
reimbursable expenditures. Contracts below $10,000 equivalent may be
claimed under statements of expenditures (Loan Agreement, Section 2.02 (b),
Schedule 4; Project Agreement, Sections 4.01 (b)(i), 4.02 (b)(ii)). The
loan closing date would be December 31, 1991. The extension of water and
sewage systems in Greater Amman is a continuous process. For these
contracts, retroactive financing is recommended in order not to delay
critically needed improvements. Such financing is proposed for
expenditures incurred after July 1, 1984 for an amount of up to $3.0
million (10 percent of the total Bank loan). Contracts would be awarded
according to local procurement procedures satisfactory to the Bank, and
disbursement would be fully documented.

Project Execution

43, The WA has established a separate project management and
construction unit (PMCS), which has also been responsible for preparing the
project (Project Agreement, Section 2.02). The PMCS would be assisted by
engineering consultants for project management, tender evaluation and
preparation of contract documents, finalization of detailed engineering,
and project supervision. These consultant services are expected to be
provided by the same firms undertaking the engineering design. A local
consulting firm (MIMAR) in association with Howard Humphreys, U.K. is
preparing the final designs for the sewerage treatment works, which are
scheduled to be completed in December 1984. Preliminary designs for the
water distribution and sewage systems have already been prepared, and final
design will be completed as the works are executed. The WA is in the
process of acquiring land for the sites of the sewage treatment works, -
vhich is scheduled to be completed by end-1984. Based on past experience,
no difficulties are expected. The WA has sewer regulations that require
properties to be commected to the sewage system when it is comstructed.
While sewerage is generally desired, the expense required for sewer
connections may pose financial hardships for lower income groups to be
served. The WA has agreed to assist low-income families with appropriate
arrangements (Project Agreement, Section 3.04). Arrangements under
consideration include the phasing of connection charges. The project is
expected to be completed by December 31, '1990.

The Implementing Agency

4, The WA (para. 26), the beneficiary of the proposed loan, is an

autonomous agency which reports to the Prime Minister's office and enjoys
independent financial and administrative status. Operations and
maintenance of water supply and sewerage is carried out in three regional
offices, each under a manager, but supervised by related headquarters’
departments and subject to control by Water Councils composed of public and
private sector representatives. The WA has already taken over the Amman
Water and Sewerage Authority (AWSA), the Water Supply Corporation (WSC),
the water resources branch of the National Resources Authority (NRA), the 5,
water department of the Jordan Valley Authority and all of the agencies
within the Greater Amman area. Additional agencies, including some 300
municipal water supply departments, will be transferred to the WA om a
phased basis, before end-1985.
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45, The number of staff in the different water and seW%erage related
organizations now incorporated into the WA total about 3,000 people, which
corresponds to about 12 employees per one thousand comnections served,
which is reasonable given the fact that the WA's responsibilities are
spread over the whole country and the population density outside Amman is
low. Furthermore, the water relources branch of the NRA, previously
responsible for water exploration and hydrogeological studies, has been
transferred to the WA. Through the creation of the WA, many overlapping
functions are being eliminated and staff from separate organizatioms
brought together to work in consolidated units. While this will contribute
to increased productivity, additional staff will still have to be recruited
to operate the new severage systems being built under this project and
others. By 1990, WA staff are projected to grow to about 5,000.

Attracting and retaining technical staff do not pose problems, as salary
levels are competitive. However, salary levels for financial staff are
substantially lower, and there is a general shortage in Jordan of qualified
accounting skills (para. 46).

46. Institutional Development and Training. Institutional assistance
is being provided to the WA by the Bank under the Zarga/Ruseifa Project
(Loan 2213-J0) and by the USAID, with which the Bank cooperates closely.
Bank funds under Loan 2213-J0 are being used for a management advisor to
assist the WA develop its organizational structure, establish staffing and
training needs, develop an appropriate management information system and
propose personnel policies (including those relating to salary levels of
financial staff). A technical advisor has been engaged to assist the WA to
improve operating and maintenance practices, to set up a data collection
system for project planning purposes, and to prepare major projects. USAID
funds are being used to engage financial advisors to assist the WA develop
its accounting and financial management systems, and to provide three local
consulting firms with technical assistance to design water supply and
sewage systems in ten cities, eight of which are included in the Eight
Cities Project.

47, The WA has an ongoing training program financed largely by USAID.
The program provides for training of managerial and professional staff
abroad and operating staff at local institutions. The fimancial advisors
are providing on-the-—job training to the accounting staff in implementing a
public utility accounting system. Several facilities in Jordan now provide
training for technicians in civil, mechanical, electrical and chemical

- engineering. Programs have been or are being developed for training in

water supply and wastewater engineering and specifically for sewage
treatment plant operators, in view of the number of plants to be
commissioned in the near future.

Financial Position

48. The financial position of the WA should be seen in the context of
the past performance of the organizations (AWSA and WSC) it has taken

over. It reflects the nationwide scope of its operations; the scarcity of
water, which makes it imperative to protect sources and to treat (and where
feasible to recycle) effluents; low average consumption levels; the :
locational mismatch between water sources and consumption centers, which
necessitates the transportation of water over long distances and steep
gradients; and relatively high construction costs. The WA's tariffc are



Ve

-15 -

proposed by its Board of Directors and approved by the Council of
Ministers. Water tariffs are high. For its piped water systems, the WA
derives most of its revenues from water and sewerage charges based on
metering. In small communities without a piped water supply and for a
large nomadic population, the WA provides a tanker supply or a free supply
from water points. The unit costs of providing these services are up to
ten times higher than those in larger centers. Tariffs .n line with such
costs would be totally unaffordable; thus, costs of these operations
exceeding the corresponding revenues are covered by the Government. The WA

. charges for its sewerage operations through a combination of surcharges on

water consumption and connection fees and an annual tax based on property
rental values, which is collected by the Government and passed on to the
WA. On this basis, the WA's net revenues have been sufficient to cover its
operating costs, debt service and a small portion of its investment costs.
At the end of 1983, the WA had a current ratio of 2.6 and a debt/equity
ratio of 24/76, which reflects the significant role of the Government in
the financing of the WA's facilities. ~

49, As part of the Bank's loan for the Zarqa/Ruseifa Project, it was
agreed that a tariff study would be carried out for WSC (now absorbed by
the WA) which would propose various combinations of tariffs, user charges
and levies for the Government's consideration, taking into account the need
for water conservation, affordability to the poor and the financial
viability of the WA. The scope of this tariff study has now been expanded
to cover the WA's entire operations. The study is being carried out by the
WA's Financial Advisor with consultancy assistance. The results of the
study are expected to be submitted to the Bank for review by the end of
1985. The study will serve as a basis for establishing a new tariff policy.

50. Future Financial Performance. By the year 1990 the WA's volume of
water sales are expected to increase 60 percent and volumes billed for
sewerage almost 300 percent. The volume of water supplied to rural areas
would not increase very much. Based on projected tariffs, reveanues from
water sales and sewerage services would go up about 160 percent and 500
percent, respectively. In the same period operating expenses would
increase about 2.5 times for both water and sewerage. The difference
between revenues and expenses would leave a margin which would enable the
WA to meet its financial obligations. As under the Bank loan for the Eight
Cities project, the WA has agreed that from fiscal year 1985 onwards it
would: (i) for its metered water services, maintain or adjust tariffs to

- provide sufficient revenues to cover operating and maintenance expenses,

the greater of debt service or depreciation, and increased working capital,
to finamce not less than 5 percent of the average annual investment cost in

1987 and 1988, and 10 percent in 1989 and thereafter; (ii) for its sewerage

operations, implement a system of sewerage user charges, fees and levies
sufficient to cover operating and maintenance expenses and the g-eater of
debt service or depreciation; and (iii) provide the Bank threc months
before the beginmning of each fiscal year with copies of its forecast budget
for the fiscal year, financial projections for the following two years as
well as any proposals for adjustments in tariffs (Project Agreement,
Sections 4.03 and 4.05). 1In addition to the above revenue measures, the
Government would continue to compensate the WA for any deficits resulting
from the operation of its services by tankers and at water points (Loan
Agreement, Section 4.02; Project Agreement, Section 4.04). Based on the
substantially higher revenue base in the future, the WA would be able to
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service all its debts and contribute increasingly towards dts fwcure
expansion programs from internally generated funds.

51. Billing and Accounting. The WA's efforts in the area of billing/
collection and accounting are generally satisfactory and ar> being
improved. The WA is planning tp expand its own computer facilities, and by
1985 all billing is expected to be done in-house. The accounts receivable
for the overall operations is about four months of sales. The management
of the WA is devising . measures to improve bill collection. These include a
system of incentives for bill collectors and using the meter reading
facilities of the power companies, which are more efficient. The WA's
accounting system in its Amman operations follows the standard public
utility format on an accrual basis and is reasonably well kept; that
outside Amman is on a cash basis, as prescribed for government agencies.
The latter is not entirely satisfactory from an operational point of view,
and the WA has decided to introduce an appropriate accounting system, which
will be computerized for all of its operations. The financial adwvisor
provided under the Zarqa/Ruseifa Project has already prepared a manual of
accounts for implementation in early 1985, and accounting personnel are
being trained.

52. Audit. The WA's Amman operations are audited annually by a local
independent auditing firm and are of acceptable quality. Operations
outside Amman have until now been subject to a system of expenditure
control and final audit by the Government Auditing Department. These
operations follow a different accounting system, and the scope of the audit
undertaken by the auditing department is also different from normal public
utility practice. Since the accounting system for all WA operations will
be coanverted into a standard public utility format beginning in 1985, from
that time the WA will arrange for its accounts to be audited by independent
auditors acceptable to the Bank and experienced im public utility
accounting systems. Audit reports and financial statements will be
forwarded to the Bank within six months after the end of the fiscal year
(Project Agreement, Section 4.02).

Affordability of Water

53. The cost of water supply and sewerage services in Jordan is high.
The long-run average incremental cost (LRAIC) of water at a discount rate
of 10 percent varies between JD 0.370/m® in areas where water is locally
available to JD 0.490/m’ for areas such as Amman, where part of the water
has to be pumped over long distances. However, the water tariffs and
sewerage charges as projected would not impose any serious burden on even
the lovest income population. The lowest quintile of average monthly

‘household income in the Amman aTea is about JD 108. Assuming an average

household size of five persons and an average per capita water consumption
of 65 liters/day, the average water and sewerage bill would be about JD 5
per month, which represents about 4.6 percent of the household income and
is considered affordable. By comparison, a household would pay up to JD 5
per month for emptying cesspools alone. On the other hand,- at present more
than 30 percent of water sold is charged at the highest block tariff, which
exceeds the LRAIC. This confirms the present appropriateness of tariff
levels and establishes a willingness to pay for the actual costs of the
water. .



Project Benefits and R1§/l:\g

~y

S4. The proposed pymject ig the least-cost solution for improving the
sewage collection and diswé‘-al gystems and the water distribution network
in the Greater Amman arga, whitl have come under tremendous pressure in
recent years. The projgct Woulg provide sewerage services to about 150,000
urban poor or about 30 per¢ént gf the population covered under this
project. The benefits gtcgRing from the project would be substantial but
cannot be meaningfully gymagfifigd. In assessing these benefits, reducing
the incidence of waterbyrne iftfgctious diseases and the pollution of waters
used for various purposgs zAd improvements in the quality of life are all
important factors. Usipgs fhe Xgyenues from sewerage ag a proxy of the
benefits accruing from phjs pFOject, the economic rate of return would be
about 8 percent. Howevgr, LhiR joes not take adequate account of important
socio-economic benefits kg Pe dgrived from this project iacluding: (i)
improved water supply apd gRtéRged sewage collection systems, which would
result in enhanced hygigfic staydards and subsequently have a favorable
impact on general healty c¢gRditjons; (ii) the reduction in cesspool
effluents percolating iyfq £he ground to enable the continued use of
groundwater sources for dggpRsti, water supply thus avoiding replacement by
far more costly alternagivegS; auyd (iii) the use of treated effluents for
irrigation purposes whigh «#0uld contribute to agricultural development and
improve the use of Jordgn's sCaypce water sources.

55. The project woykq Qoftjgue the Bank's assistance to Jordan in
streogthening sector inghjtutioy, started under previous credits and
ioans. The creation of Rhe WA yzs supported by the recent water sector
study and is the priuci‘;al Step powards rationalization and higher
efficiency in the use of wsler. Given the favorable response of Jordan to
the Bank's analysis of g4&.tQr igguesS and policy recommendatioms, it is
appropriate that the Bagk cOntipzye to play an active role in the future
evolution of the WA and Rhe s€tppr. The project would provide a continuing
opportunity to help devgkop the gechnical and financial management
capabilities of WA staf¢ inrougy association with supervision consultants
and Bank staff.

56. Risks. Major grgject pjsks relate to: (i) initial difficulties
that could be encountergd in thy development of the WA, which could affect
the timing of project ex&cution, and (ii) the possibility of not achieving
the projected number of S[p#®r Cypnections which could affect the WA's
income and overall fimagQ:sl Vigpility. -The possibility of delays and
resulting higher costs paye bee, taken into account in preparing the
project schedule and cost eStimgres- Furthermore, all necessary actioms
have been or will be tayey ip O der to assist the WA in the timely

-completion of the projest such g the appointment of qualified staff,

advisors and consultantse l’resegt trends indicate a willingness among the
population to connect tg th® Seyage system which in general would also
provide cost savings. AN ifproyed tariff structure would make related
costs for the water supply and gewerage services more affordable to the
lower income group and suhs®qUeytly enable projected revenues to be '
realized. Thus, the riskg haVe peen reduced to a reaspnable level through
the precautionary measys®g inClyded in the project.
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PART V_ - LEGAL INgTRUMENTS AND AUTHORITY'

T e R e )

57. The draft Loan Agreement begween the Hashemite Kingdom of Jordan
and the Bank, the draft Project Agregment between the Bank and the Water
Authority of Jordan (WA), and the Regort of the Committee provided for in
Article III, Section 4(iii) of “thy Ayticles of Agreement of the Bank are
peing distributed separately. ~

58. Special conditions of thg py0ject are li~“ed in Section III of

- Anmex III. A special condition of effectiveness or the Bank loan is the

execution of the subsidiary loan ggrgenent between the Government and the
WA (Loan Agreement, Section 6.01),

59. I am satisfied that the {,ropﬂsed loan would comply with the
Articles of Agreement of the Bank,

PART VI - RECOMMENDATION

60. I recommend that the Exegutive Directors approve the proposed loan.

A. W. Clausen
President

Attachments

wWashington D.C.
December 5, 1984
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JORDAN - SOCTAL INDICATORS DATA SHEET
RN REFEKEICE GROUPS (VETCNTED AVERAGES) Je
NOST (MOST RECENT ESTDMATE) /b
WECENT MIDOLE INCONE NIODLE
19602 19705 EsTINATE/® M. AFRICA ¢ NID EAST LAY, ANERICA & CAR
AREA (THOUSAND 3Q. BN)
TOTAL ".7 97.7 7.7 . .
AGRICULTURAL 12.0 14.0 14.8 . .
CEP FER CAPITA (US§) - 390.0/c  1690.0 Je 1169.6 2100.6
ENEACT CORSIMPTION FER CAPITA
{KILOGRANS OF OIL EQUIVALENT) 127.0 211.0 706.0 622.1 993.5
POPULATION AND VITAL STATISTICS
POPULATION,NLD-YEAR (THOUSANDS) 1695.0 229%.0 nzr.o . -
URBAN POPULATION (I OF TOTAL) 2.7 50.5 9.9 8.2 6.3

POPULATION PROJECTIONS
POPULATION IN YEAR 2000 (MILL) 6.2
STATIONARY POPULATION (MILL) 16.2 - -
POPULATION MOMENTUM 2.0

POPULATION DENSITY

PER SQ. WM. 17.3 2.5 30.9 3.3 3s.7
PER SQ- KM, AGRI. LAND 141.4 166.2 203.9 461.7 92.4
POPULATION AGE STRUCTURE (I)

0-14 YRS 4.6 43.8 h.1 43.6 3.9
15-64 YRS 51.5 jiL.0 51.3 33.1 56.0
65 AND ABOVE 61 3.1 2.6 3.3 4.1

POPULATION GROVTH RATE (Z)
TOTAL : 3.1 3.0 2.6 2.8 2.4
URBAN 5.2 &7 &.0 6.5 3.6
CRUDE BIRTH RATE (PER THOUS) 7.4 47.6 4.8 &0.4 .3
CRUDE DEATH RATE (PER THOUS) 19.9 15.5 8.1 1L.5 8.1
GROSS HEPRODUCTION RATE 1.5 35 3.2 2.8 2.0
FAMILY PLANNING .
ACCEPTORS, ANNUAL (THOUS) - . .- - .
USERS (T OF MARRIED WOMEN) . 22.0/4  25.0 fe 22.2 40.3
POOD AND MOUTRITION
INDEX UF FOOD PROD. PER CAPITA
(1969-71=100) 220.0 735.0 70.0 97.3 114.3
PER CAPITA SUPPLY OF
CALORIES (I OF REQUIREMENTS) 93.0 93.0 102.0 110.8 110.6
PROTEINS (CRAMS PER DAY) 61.0 55.0 64-0 70.1 67.3
OF GHICH ANTMAL AND PULSE 15.0 15.0 16.0_!!_ 17.8 36.1.
CHILD (AGES 1-4) DEATH RATE 26.3 12.5 6.0 14.6 5.7
MEALTH
LIFE EXPECT. AT BIRTH (YEARS) 46.9 36.1 64.0 57.5 - 64.7
LFANT MORT. RATE (PER THOUS) 135.5 97.5 64.6 101.5 0.6
ACCESS TU SAFE WATER (2rFOP)
TOTAL 21.3 - 80.0 Jc 59.7 65.4
URBAY 8.6 . . %S 78.1
RURAL 2.t - . .6 46.2
ACCESS TO EXCRETA DLSPOSAL
(3 OF POPULATION)
TOTAL - . 8.0 /c .. 52.9
URBAN .e .. .. .o 67.0
RURAL - .o .. .o 248.5
POPULATION PER PHYSICIAS 5800.0 3780.0 1700.0 £345.1 7.7
POP. PER NURSING PERSOM 1930.0 /g 1480.0 1180.0 1831.1 815.8
POP. PER HUSPITAL BED
TOTAL 560.0 1350.0 1080.0 /b 632.9 367.2
URBAN - 1120.0 600.0 7F 545.5 : 411.5
RURAL -- 3440.0 .- 2513.8 2636.3
ADMISSIONS PER HOSPITAL BED . 6.5 45.7 /¢ 2.2 27.3
ROUSING
AVERAGE SIZE OF HOUSEHOLD
TOTAL 5.3 6.1 6.7 Jcp1 . .
URBAN 5.5 . .- .. .
RURAL 5.1 .- .. .o ..
AVERAGE §O. OF PERSONS/ROCM
TOTAL - .. 6.5 fc,1 . .
URBAN .> .. .o .. .-
RURAL . .o .. .o .o
ACCESS TO ELECT. (I OF DWELLINGS)
TOTAL 17. . 66.0 66.2 .o

fe,1
yOrEY 77.7 .

[}
URBAN 3.2 . 90.0
RURAL 1.4 . 3.0 7:.1 16.1 -
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1960 1970/  3sTDATRE M. AVRICA & VD EAST  LAT. ANERICA § CAR

ADJUSTED EMROLIMENT RATION

PRIMRY:  TOTAL 7.0 72.0 103.0 /¢ 0.3 1004

NALE 9.0 .0 103.0 7 102.3 106.3

rouL ”.0 5.0 100.0 7€ 7.6 104.3

SECONDARY: TOTAL 23.0 1.0 77,0 /e 3.0 a2

naLE 36.0 aL.0 "0 2.3 &3

rouLs . 13.0 24,0 76.0 7 3.0 @y

VOCATIONAL (S OF SECONDARY) 2.7 3.0 1 fe 10.3 " 336
PUPIL-TEACHER RATIO

PRIMARY 3.0 .0 3.0 Je 30.3 3.1

SZCONDARY 20.0 1.0 n.ole 3.1 1¢.9

ADULT LITERACY RATE (Z) 2.4 . 70.0 a8 »n.s

comstrTION

PASSENGEL CAZS/THOUSAND POP 37 6.7 0.7 17.9 .0

24DI0 RECEIVERS/THOUSAND POP wa 160.9 105.4 138.0 223.¢

TV RECEIVERS/THOUSAID POP - 20.0 38.3 a1 107.2

”e JOPULATION 18.3 28.4 n.3 /¢ n.2 6.5
CINEMA AMNUAL ATTENDANCE/CAPITA 3.2 0.9 .3 1.7 2.0
LAROR JORCE
TOTAL LAJOR FORCK (THOUS) 432.0 5690 754.0 . .
FEMALE (PRRCENT) 5.0 5.6 6.6 10.8 23.2
AGRICULTURE (PERCENT) 44.0 3.0 20.0 42.4 .S
INDUSTRY (PERCENT) 26.0 9.0 20.0 27.9 3.9
PARTICIPATION RATE (PEACENT:
TOTAL 25.5 26.7 241 26.2 n2.2
naLe 46.7 45.5 43.5 46.4 9.3
EALY 2.7 2.8 3.3 5.0 15.2
ECONOMIC DEPEEDENCY RATIO 1.9 2.0 2.0 1.8 1.4
TNCOMG DISTRIBUYION
PEACENT OF PRIVATL INCONE
RECEIVED BY
HIGHEST SX OF . . . . .
HIGREST 20% OF HOUSENOLDS . . . . .
LOVEST 20T OF ROUSENOLDS . . o e o
LOVEST 40% CF BOUSENOLDS .- . . . .
FOVERTY TARCEY GROUPS
ESTINATED ABSOLUTE POVERTY INCOME
LEVEL (US$ PER CAPITA)
URBAN . . 230.0 /¢ 274.8 208.2
RURAL o . 100.0 /T 177.2 184.0
ESTIMATED RELATIVE POVERTY L.UOci.
LEVEL (US$ PER CAPITA)
URBAN .- . 206.0 /¢ 402,46 522.8
TRAL - . 138.0 4.9 372.4
ESTIMATED POP. BELOW ABSOLUTX
POVERTY INCONE LEVEL (2)
URBAN . .o 16.0 /1 . .
RURAL . . 17.0 . .

NOTES

/a The group averages for each iadicator are populatica—weighted arittmetic weems. Coverage of coeuntries asosg the
indicators depends on availability of data and &» ot vaiform.

Jb  Unless othervise moted, “Data for 1960 rafer o any yesr detwesn 1939 and 1961; “Deta for 1970" between 1969 and
1971; and dats for "“Moet Bacent Estimate”™ between 1980 snd 1982.

Jc et Benk; /d 1972; [e 1976; Jf 1977; /g 1962; /h 1978; /3 1879.
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Population: 2.6 million (1983) 1/
Q¥ per capita: US$ 1,710 (1983) V/,2/
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JORDAN = EQONOMIC INDICATORS
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Paga 4 of 6

Amaunt Anual Growth Rates - —

Indicator (million US$ at Actual (at 1980 prices) Projected (st 1580 prices)

current prices)
1983 1977 1978 1979 1980 1981 1962 1983 ¥/ 1984 1985 1986 1987

NATIONAL ACCOUNTS .

Gross domestic product 4,098 124 2A.5 9.1 10.8 1.4 1 5.5 5.0 5.5 5.0 5.0
Agriculture 273 1.0 25.0 -29.0 39.0 1.6 9.7 12,6 5.0 5.0 5.0 5.0
Industry 1,13 %2 270 19.2 1.5 1.2 0.3 3.8 10.8 10.7 8.0 7.0
Services 2,223 0.1 18.9 10.2 1.9 4.3 8.9 4.8 24 3.0 35 3.7

Consumption 4,760 5.3 189 12.3 -7.6 6.4 3.8 4.9 1.7 4.5 5.1 5.0

Gross Investment 1,621 28.3 5.6 105 17.2 2%.2 2.4 ~5.7 P ~5,6 =10 =13

Exports Q¥FS 1,760 19.2 10.4 20.4 %.1 %.9 LS5 3.1 9.0 10.1 9.4 7.0

Imports of GFS 4,043 21.8 9.7 26,4 -1.7 27.4 -0.8 -6,2 14 3.0 35 &b

Gross National Product 4,056 13.1  18.2 2.7 6.8 8.2 74 L2 4.0 5.0 4.2 4,3

PRICES
GOP Deflator 679 72.8 82.5 100.0 116.5 123.7 129.9
Exchange Rate 3.06 326 3.33 3.3 307 2.8 2.76

Share of Q¥ at Market Prices (%) Average Anmual Increase
(at_curvent prices) (at constant prices)
1975 1980 1985 1978-83 1984-87 1987-90

Gross Domestic Product 96.0  100,8 97.8 10.3 5.1 4.9
Agriculture 7.8 6.6 6.3 10.2 5.0 5.0
Industry 2.8 26.7 3%.5 4.1 9,1 7.5
Services 59.7 57.9 57.1 8.9 3.2 3.3

Consurption 123.8 109.8 116.5 1.4 4,9 4.0

Gross Investment 26.5 40.8 38.6 8.8 -3,2 4.2

Bxports of GFS 35.5 47.9 58.0 13.6 8,8 7.0

Imports of QNFS 90.1 97.2  102.5 9.7 41 4.9

Gross National Product 100.0 100.0 100.0 8.0 4,6 4.3

Net Factor Income 4.1 ~0.8 2.2 - - -

Gross National Savirgs -23.8 9.8 -14.5 - - -

As % of QP
(at current prices)
1975 1980 1985

PUBLIC FINANCE
Domestic Revenues 24.8 2.8 23.4
Current Expenditures 37.6 339 8.4
Budgetary Savings -12.8 -10.0 0.0
Capital Expenditures 23.6 2.9 12.7
Foreign Financing 3.8 27.7 11.8

of vhich foreign grants 30.0 20.5 7.0
1978-82 1984-87

OTHER INDICATORS
IR 5.4 5.9
Marginal Gross Natiomal

Savings Rate ~2.8 3.8
Import Elasticity (goods) 1.2 0.6

1/ East Bark only.

2’ Preliminary estimate based on the revised series of national accounts to be discussed with the Government, shich excludes remittances from long
term residents abroad that are considered capital transfers.

3/ Preliminary estimate.

BEM CPIIC
October 1984
01858
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Apount: — Acual Growth Rates .
Indicator Gxllion US$ Actual (ar 1980 prices) Projected (at 1980 prices)
curvent prioes)
1983 1977 1978 1979 1980 I 1982 19832/ 198 1985 1986 1967
EXTERMAL TRATE
Merchandise expores /L & 3 67 225 2»9% 1Nl 2.1 -8.0 10.1 10.9 9.5 8.5
Primsyry 55 3.1 5.5 6.1 262 185 -3.2 -8.0 16.0 10.5 9.5 8.7
Mafactures 155 3.9 9.1 356 1.0 9.0 8.5 -8.1 5.0 11.5 9.4 8.3
Merchandise ixports 3,066 %2 -13 10.5 7.8 e -~1.0 ~6.2 15 3.0 3.5 44
Food &97 -1%2 25.8 8.9 7.1 3.6 [ 9 -6.0 1.5 4.0 4.0 4.5
Petroleam 585 19.1 -13.2 303 &3 193 220 1.1 3.0 4.0 4.0 4.0
Machinery ad equipnent 723 4&3.5 3.5 -1L.7 3.6 56.6 -13.0 -18.0 1.0 1.0 L.O0 1.0
Ocher 1,29 PS5 9.8 275 346 13 .5 9.1 1A 3.0 3.5 &4
PRICES (1975 = 100) (1980 = 100)
Export price imiex - 86.1 858 9.2 1069 107.5 113.2 90.3 97.5 1061 124 1186
Import price index - 112.2 1148 133.5 1504 113.6 194 9%6.2 97.5 1053 2.1 1s.1
Terns of trade index _ 76.7 %I 676 71 %6 NE 95.9 100.0 100.8 1003 1005
Composition of Merchandise Trade (2) Average Axual Growth Raves
(st current prices) (st constat prices)
1982 1987 1978-83 1986-87
Bxports /1 100.0 100.0 100.0 11..9 9.8
Primery 9.8 46.8 57.8 8.2 10.7
Msmfactures 2.2 53.2 82.2 19.2 8.6
Inpocts 100.0 100.0 100. 6.6 3.1
Food 2.2 16.7 18.3 9.7 3.5
Petroless 10.6 2.0 %3 16.8 338
Machinery and equipment 31.6 8.0 3.7 3.9 L0
Ocher 35.5 3%.3 3.3 9.0 3.1
Share of Total Exports () Share of Totsl Imports (Z)
CF TRAIE 1975 1983 1975 1983
Dev=loped mariet economies 17.6 4.9 62.6 46.3
Developing msrket econoxies 70.2 82.0 29.2 46.5
of shich Arsb countries &2.4 63.3 19.8 48.6
Centrally planned economies 12.2 13.1 B.2 7.3
EMENA CPTI-C
1/ Bxcluding re-exports October 1984
2/ Preliminary estimste. 01855
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ANNEX II
Page L of 2
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A. STATEMENT OF BANK LOANS AND IDA CREDITS
(As of September 30, 1984)

) Amount
Fiscal (leac encellatxm)
Number Year Borrower Purpose M ’
-—-—-—-——ﬁ Million—
Fifteen credits
fully disbursed Jordan ‘861 -
Two loans fully
disbursed b 50.0 -
1781 1979 Jordan Education III 19.0 7.9
1826 1980 ” CVDB 10.0 S.3
1893 1980 b Urban Development 21.0 15.6
1986 1981 " Power IV 25.0 7.9
2068 1982 b Education IV 25.0 . 217
2162 1982 " Power V 35.0 274
2213 1983 b Water Supply and
Sewerage 17.0 16.9
2246 1983 " Education V 18.8 18.7
2334 1983 b Urban Transport 30.0 30.0
2371 1984 " Energy Devt. I 30.0 300
2378 1984 " Education VI 40.0 40.0
2525 1984 b Eight Cities
Water Supply
and Sewerage 30.0 30.0
2463 1985 . Multi-Mode Transport 30.0 30.0
TOTAL 380.8 86.1 281 .4
of which has been repaid 1.9 2.8
Total now held by Bank/IDA b/ 378.9 83.3

a/ The status of the projects listed in Part A is described in a separate
report on all Bank/IDA financed projects in execution, which is updated
twice yearly and circulated to the Executive Directors on April 30 and
October 31.

b/ 1Includes exchange rate adjustments.
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ANNEX II
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B. STATEMENT OF INVESTMENTS

(As of September 30, 1984)

Year Obligor Type of Business Loan Equi Total

US$ Million————

1974 Jordan Ceramic
Ind. Co. Ltd. Ceramic Tiles 1.6 0.2 1.8
1975/ Jordan Fertilizer
78/81/82 Ind. Co. Phosphatic Fertilizer 79.5 1/ 8.7 88.2 1/
1979 Jordan Uime and
Silicate Building Materials 2.5 0.7 3.2
1979 Jordan Securities Money & Capital
carp. Market 0.7 0.7
1980 Jordan Leasing
Co. ltd. leasing C.3 0.3
Total Commitments 83.6 1/ 10.6 9.2 |
lLess Commituments Ref;aid. Sold or
Cancelled 59.0 1/ 0.7 9.7 I/
Total Commitments now held by IFC 246.6 9.9 34.5
Total Undisbursed - R -

1/ Includes a $50.0 million loan managed by IFC on behalf of other
participants.
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ANNEX IIT

HASHEMITE KINGDOM OF JORDAN

GREATER AMMAN WATER SUPPLY AND SEWERAGE PROJECT

SUPPLEMENTARY PROJECT DATA SHEET

Section I: Timetable of Key Events

(a) Time taken by agency to prepare the project: 7 months (Hovember 1983
to June 1984)

(b) Agency which prepared the project: Water Authority of Jordan
(WA)

(c) Date of first presentation to the Bank: November 1983

(d) Date of departure of appraisal mission: June 1984

(e) Date of completion of negotiations: November 12, 1984

(£) Plauned date of effectiveness: June 1985

Section II: Special Bank Implementation Actions

None

Section IIl: Special Conditions

(a) WA to assist low-income families with appropriate arrangements for
sewer connections (para. 43).

(b) WA to observe agreed revenue conditions for water supply and sewerage
operations (para. 50).

(c) Government to compensate WA for any deficits from operations of its
tankers and at water points (para. 50).
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