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CURRENCY EQUIVALENTS
(as of February 1, 1978)

Currency Unit Syrian Pound (LS)
Syrian Piaster (ps) LS 0.01
LS 3.95 US$1.00
LS 1.00 US$0.253
LS 1,000,000 US$253,000
US$1,000,000 LS 3,950,000

Fiscal Year Calendar Year

GLOSSARY OF ABBREVIATIONS

MOC - Ministry of Communications
MOT - Ministry of Transportation
SPC - State Planning Commission
UNDP - United Nations Development Programme
USAID - United States Agency for International Development
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SYRIAN ARAB REPUBLIC

THIRD HIGHWAY PROJECT

LOAN AND PROJECT SUMMARY

Borrower: Syrian Arab Republic

Amount: US$58 million in various currencies

Terms: Amortization in 17 years, including a 3.5 year grace
period, with interest at 7.45 percent per annum.

Project
Description: The project would comprise:

(i) Civil works consisting of pavement strengthening
on sections totaling 250 km of the Damascus-Aleppo
Highway, construction of a 25.6 km bypass for the
city of Homs, and of the 103 km Qantary-Tall Tamir
section of the Aleppo-Tall Kojak Highway;

(ii) Consultant services for construction supervision,
and technical assistance for the Ministry of Com-
munications; and

(iii) Equipment for highway inventory and traffic counting.

Project Cost
Estimates: US$ Million

Local Foreign Total

(i) Civil works 39.0 44.7 83.7
(ii) Consultant services 1.2 1.8 3.0
(iii) Equipment 0.0 0.2 0.2

Physical contingencies 4.0 4.6 8.6
Price escalation 7.7 6.7 14.4
Right-of-way acquisition 3.7 0.0 3.7

Total project cost 55.6 58.0 113.6

Financing Plan: US$ Million
Local Foreign Total

IBRD loan 0.0 58.0 58.0
Government 55.6 0.0 55.6

55.6 58.0 113.6

This document 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 authorizaLtion.



Estimated
Disbursements: US$ Million

FY79 FY80 FY81 FY82

Annual 8.0 16.0 16.0 18.0
Cumulative 8.0 24.0 40.0 58.0

Estimated
Completion Date: June 30, 1982

Rate of Return: 52 percent

Staff Appraisal
Report: No. 1829a-SYR of March 16, 1978



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

REPORT AND RECOMMENDATION OF THE PRESIDENT
TO THE EXECUTIVE DIRECTORS ON A PROPOSED LOAN

TO THE SYRIAN ARAB REPUBLIC FOR A THIRD HIGHWAY PROJECT

1. I submit the following report and recommendation on a proposed Bank
loan of US$58 million equivalent to the Syrian Arab Republic to help finance
a Third Highway project. The loan would have a term of 17 years, including
3.5 years of grace, with interest at 7.45 percent per annum.

PART I - THE ECONOMY 1/

2. A report entitled "Current Economic Position and Prospects for
Syria" (no. 806-SYR, dated October 31, 1975) was distributed to the Executive
Directors on November 12, 1975. This section is based on the findings of a
Basic Economic Mission which visited Syria in April 1977, and whose report is
in the final stage of preparation. Country data sheets are attached as Annex I.

3. Since attaining independence in 1946, Syria has had several changes
in regime which resulted in a shift of power from groups of landowners,
traders, and industrialists to a rising class of officers, technicians, and
civil servants, as well as a shift of the economy from an essentially laissez-
faire system to a largely publicly-owned and centrally regulated one. The
Ba'ath Socialist Party, the ruling party since 1963, provided substantial
continuity of emphasis on economic and social development policies which have,
by and large, prevailed in spite of internal Government changes and tensions
within the Middle East. During the 1960s an agrarian reform was carried out,
with redistribution of land to a large number of formerly landless peasants;
also large segments of the industrial, finance and trade sectors were national-
ized. In November 1970 General Assad became President of the Republic; his
regime has been characterized by a balance of firmness and conciliation in
domestic policies, economic pragmatism, a concerted search for a better
defined role for the private sector in a centrally regulated economy, as
well as diversification of foreign economic relations. These aims have been
pursued gradually and, in spite of continued political uncertainty in the
Middle East, substantial reorientation of economic policies and diversifica-
tion of production have been achieved.

4. The Government's attention to economic and financial matters has led
to a sustained on-going effort in conceptualizing objectives, identifying con-
straints, and formulating alternative strategies. As a result, an increasingly
pragmatic assessment of economic policies has been taking place within the Gov-
ernment (and the ruling Ba'ath Party). The cabinet formed in August 1976 has
as one of its key tasks the implementation of new economic policy directives,

1/ This part is identical to paragraph 2-15 of the Preesident's Report
No. 2160 on a Loan to the Syrian Arab Republic for a Regional Electrifi-
cation Project, dated March 2, 1978.



strengthening of economic management, and tightening of controls over invest-
ment decisions in the public sector. The Prime Minister, General Khleifawi, a
former head of the Economic Committee of the Ba'ath Party, and Prime Minister
in the first cabinet formed after President Assad's accession to power,
defined shortly after the change in cabinet the principles which henceforth
are to guide Syrian economic policies. The Prime Minister's program, while
re-affirming the Ba'ath Party's commitment to general socialist principles and
the dominant role to be played by the public sector, called for improvements
in management of the public sector and attempted to define a role for the
private sector (including the specification of activities open to private
investment, exclusively or jointly with the public sector, and the provision
of the necessary safeguards and incentives to stimulate private investment).
The program also called for the formulation of a wages and price policy,
review of the economic planning system, transformation of the existing Indus-
trial Bank into a genuine industrial development finance institution, and
changes in interest rate policies to promote greater consistency with interest
rates charged in neighbouring countries and to stimulate domestic savings.

5. The 1973 petroleum price increase, which boosted Syria's own petro-
leum export earnings, and the sharp rise in Arab grants following the October
1974 Rabat agreement, augmented financial resource availability in the short
run, leading to revisions of the Third Plan (1971-75) and sharp increases in
public investments. However, adverse financial developments, rooted in the
high investment rates of 1974-75 and external developments, including the
discontinuation of oil transit by Iraq, a decline in Arab aid and the impact
of the Lebanese civil war, put unexpected financial constraints on investment
and growth, and delayed the finalization of the Fourth (1976-80) Plan to early
1977. For 1976-80, the Plan called for: real growth of 12 percent yearly in
GDP; increases in real terms of 7 percent per annum in exports; and a domestic
savings/GDP ratio of about 23 percent. With the constraints on resource avail-
ability that have emerged, the Government however has decided not to implement
the Plan fully and in fact to limit its investment program for 1977-80 mainly
to ongoing projects. Further revisions of the public investment program for
1978-80 are underway with a view to taking account more appropriately of finan-
cial and other constraints.

6. The strategy underlying the current investment program places
particular emphasis on industrialization, with investment in agriculture
remaining substantial. The industrial development strategy stresses import-
substitution in consumer goods, and a substantial expansion of resource-based
industries, such as cotton textiles, cement and fertilizers. Significant
exports of manufactured goods by 1980 -- particularly textiles and fertilizers
-- is a primary objective of the Government's investment program in the manu-
facturing sector. In agriculture, the Government's overall objectives are
the same as those in the previous Plan: self-sufficiency in major domestic
food needs, meeting the raw material requirements of industry, and provision
of a production surplus for export. Rational land and water use, the stabili-
zation of annual fluctuations in output and the improvement in consumer diets
through an increase in protein supply are further objectives. The strategy to
achieve these objectives includes expansion of irrigated agriculture, intensi-
fication of crop production and achievement of a better balance and comple-
mentarity between crop and livestock production.



7. Economic growth during 1971-75 is estimated at close to the 8 per-
cent target level, and growth in 1976 was also around 8 percent. Public
investment during 1971-75 reached about 70 percent of the original Plan
target, with about 55 percent of the total outlays being made in the last
two years of the Plan period, largely as a result of greater availability of
financial resources. The elasticity of savings with respect to GDP fell to
1.0, compared to a target of 1.8, reflecting a shortfall in the public savings
effort, particularly in recent years. A substantial number of manufacturing
projects, including those in fertilizers and steel rolling, came on stream
during the Plan period, thus diversifying the structure of industrial output.
Particularly heavy expenditures were made in industry, energy and fuel in
1974 and 1975, as a large number of projects were commenced. Investments
in irrigation and agriculture appear to have remained stagnant in real terms
during the Plan period and fell substantially short of the target and the
Plan's overall achievement rate. Nonetheless, the Euphrates basin investments
were substantial and if the serious technical problems faced so far are
overcome, may lead to higher growth and stability in the production of the
agricultural sector in the future. Progress in the fields of transport and
communications kept pace with the overall implementation rate of the Plan.
Investments in social services reached a high proportion of planned alloca-
tions, although substantial needs remain in education, health and urban
services.

8. In response to the several economic and political factors which
came into play in the last few years (temporary slow-down in Arab aid, loss
of transit revenues and concessionary crude oil supplies from Iraq, military
expenditures in Lebanon, and the inflow of refugees from Lebanon), the rate
of economic growth slowed down from 11 percent in 1975 to almost 8 percent in
1976. The budget deficit continued to increase from SL 3.1 billion in 1975
to SL 4.5 billion in 1976, and is expected to amount to SL 6.0 billion in 1977
implying government savings of zero. The balance of payments, reflecting
similar trends, moved from a current account surplus of SL 280 million in 1975
to a deficit of over SL 3.1 billion in 1976, and external reserves fell in
1976 by SL 1.4 billion. Data for 1977 are not available, but economic growth
is thought to have been around 6 percent (agriculture, 4 percent; industry,
10 percent).

9. The Government, faced with the reduced availability of economic
resources, has been making efforts at austerity, and has introduced a number
of policies designed to meet the financial stringency, and to redress the
structural disequilibrium which has evolved in the balance of payments, as
a result of the changed pattern of resource availability and usage in the
last four or five years. With slow but increasing effectiveness, the Govern-
ment has reassessed the economic situation; as a result, the Fourth Five-Year
Plan, which was approved in April 1977, was severely curtailed (para. 5).
Iore formal development planning has been temporarily suspended, wisely, for
immediate efforts at rational investment decision-making. To meet the finan-
cial stringencies, current expenditures under the 1977 budget have been held
to 1976 levels, and public investment has temporarily been restricted only
to on-going projects. Simultaneously, the Government has been conducting a
wide-scale review of economic profitability of the various on-going projects,
as well as of the new projects that had been proposed in the Five-Year Plan.
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10. Increasingly aware of the needs to improve the economy's performance,

the Government has begun to take measures to relieve constraints on the coun-

try's development. Following the years of financial ease (up to early 1976),

fiscal performance needs to be improved, if development is to proceed without

interruption and without entailing potentially serious inflationary and public

debt management problems. This will require continuation of the efforts begun

in 1977 to improve domestic resource mobilization and tighten control of

expenditures. Efforts which are underway in the Ministry of Finance to reform

the tax system and to improve the Ministry's budgetary and control functions

need to be increased. In addition, action must be taken to increase the effi-

ciency of economic enterprises and their contribution to the budget through

improved management, including introduction of sound accounting practices (for

which a law was passed in 1974) and control, as well as improved efficiency

in production and introduction of cost-related pricing. The State Planning

Commission is presently studying capacity utilization in agriculture, industry

and transport with a view towards finding means of increasing growth through

improved utilization of existing capacity rather than new investments. The

Government has also s;ought UNDP assistance in planning, and the Bank is con-

sidering how best to respond to a Government request for assistance in project

identification, preparation and implementation. While these efforts are

expected to have only a small impact in the years immediately ahead, they

are likely to yield considerable fruits in the long run.

11. The shortage of skilled manpower may cause bottlenecks in project

implementation. The uneven spatial distribution of employment is also likely

to pose problems as a large proportion of public investment in agriculture and

industry is to take place in the Northeast, where the population density is

much lower than in the Western Coastal belt. Measures will be required to

attract population and to provide sufficient skilled manpower to the Northeast

region. The overall manpower situation and the difficulties currently encoun-

tered in fostering an efficient public administration and public economic

sector are exacerbated by emigration of trained technicians and skilled labor

abroad and the outflow of trained manpower from the public sector to the pri-

vate sector as a result of wide wage differentials. To alleviate the short-

ages the Government will provide extensive training facilities for augmenting

the supply of skilled manpower. It may however have to revamp the structure

of incentives so as to enable the public sector to attract and retain an

efficient cadre of administrators, technicians and other skilled workers. In

the past emigration to neighboring labor-deficit countries and to some extent

low labor force participation rates among females have contributed to reduced

requirement for employment creation through public investment. While the

Government is fully committed to increasing productive employment opportuni-

ties, there is an urgent need to formulate a coherent employment strategy

consistent with the current and future investment strategy.

12. Perhaps the most significant obstacle to long-run economic and

social progress in Syria is the absence of effective planning and administra-

tive institutions. Administrative problems are too complex and deep-rooted to

be amenable to even medium-term solutions. There is, nevertheless, an urgent

need to implement a wide-ranging administrative reform to tackle the wide

variety of existing administrative problems so as to develop administrative
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capacities and capabilities, particularly in the formulation and execution

of development plans, programs and projects.

13. Syria's economic prospects depend heavily on the availability of

financial resources and also on absorptive capacity in the various sectors.

Considering these constraints, a reduced investment program will be imple-

mented during the 1977-80 period. This new level of investment would be

consonant with the Government's concern for improving the quality of invest-

ments. Tentative Bank projections indicate that such investment would be

sufficient to generate real GDP growth in the neighborhood of 6 to 7 percent

per year in the early 1980's. The sources of growth in the late 1970's are

likely to be the manufacturing and construction sectors, with agricultural

production stabilized at higher levels, rather than mining and commerce which

were the leading growth sectors during the Third Plan.

14. On Bank assumptions, the requirements of a growing aggregate demand

would entail an increase in the current account deficit from $800 million

in 1976 to $1,030 million in 1980. The Government is expected to implement

measures to improve domestic resource mobilization, following the studies

currently underway, so as to narrow the savings-investment gap, and thereby

the resource gap.

15. At the end of 1977, external public debt outstanding and disbursed,

excluding military debt, was estimated to be around $1,776 million (31 percent

of GDP) of which 80 percent was held by Governments (28 percent, OPEC; and

47 percent, centrally planned economies), and only 4 percent by multilateral

organizations (exclusively the World Bank Group). On Bank assumptions, gross

external capital requirements during 1978-80 will be $3.2 billion. As a

result, Syria's debt service ratio is expected to rise from 9.6 percent in

1976 to 16 percent by 1980, and 23 percent by 1985. If assumptions for

1980-85 are simply extrapolated beyond, the debt service ratio is expected

to be 26 percent by 1990. The Bank Group's share in total public debt out-

standing and disbursed is projected to increase to 8.5 percent and in total

debt service payments to 6.9 percent in 1980. Subject to continued prudent

debt management, to which the Government started giving priority in 1977,

Syria remains creditworthy for Bank lending.

PART II - BANK GROUP OPERATIONS IN SYRIA

16. Syria has to date received four IDA credits totalling US$47.3 mil-

lion and ten loans totalling US$319.1 million (including one loan of US$12.5

million on Third Window terms), net of cancellations. Although Syria is a

member of the Corporation, IFC has made no investments. At the end of 1977,

the Bank Group accounted for 5 percent of Syria's total outstanding public

debt; by 1980 it is expected to account for 9 percent of total outstanding

public debt and 7 percent of public debt service obligations. Annex II con-

tains a summary statement of IDA credits and Bank loans as of March 20, 1978.
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17. Project implementation has generally suffered substantial delays

due largely to circumstances beyond Syria's control. The 1973 hostilities

brought works to a standstill and diverted the country's resources first to

military, then to reconstruction tasks; the unsettled conditions in the region
and weaknesses in the administrative system caused project implementation to

slow down. The above developments were compounded by the high rate of world
inflation and generated considerable cost overruns in most projects. As a

result, the scope of the Damascus Water Supply and Mehardeh Power Projects

had to be revised and additional financing secured. In the case of the Balikh
Project, the Government obtained a $50 million loan from Iran and has under-

taken to provide the Bank with a new financing plan for the project as soon as
the current reassessment of the development program of the Euphrates Valley is

completed. In the case of the Second Highway Project, the war-related delays
and the economic upturn after 1973 made it necessary to redesign the project

roads to four lanes instead of two. To cover the additional cost, the Govern-
ment obtained a $45.9 million loan from USAID and an $11.3 million loan from

Saudi Arabia to help finance certain of the highways originally included in
the project. Disbursements of Bank loans had reached, as of September 1977,

60 percent of appraisal estimates and 95 percent of revised estimates. The
Government has however been requested by the Bank to deal with problems of
project implementation, which will call for improvement.

18. Lending for infrastructure accounted for over two-thirds of Bank
Group lending to Syria thus far. It aimed at fostering well designed sector
policies and strengthening various public institutions in charge of power,
water supply, highways and telecommunications. The objective of lending for
irrigation development (Balikh Project) was to help increase and stabilize
agricultural production and farmers' incomes which are subject to wide fluc-
tuations under rainfed conditions. The livestock development project for
which a loan was approved in FY77 provides for fundamental improvements
in feed and flock management policy as well as credit to sheep farmers, most
of whom are among Syria's poor nomadic population, with the objective of

increasing and stabilizing incomes in the sheep subsector throughout Syria.
This loan was declared effective in March 1978, after delays in selecting
and appointing consultants. After initial delays due to implementation of
tariff increases, the Aleppo Water Supply project was declared effective in
early March.

19. A diversification of lending operations in Syria is envisaged
through a gradual shift of emphasis away from infrastructure projects, toward
quicker yielding projects in the directly productive (agricultural and indus-

trial) sectors. However, project preparation according to Bank standards,
remains a serious constraint in these sectors. Bank lending in coming years

is therefore bound to apply for a number of infrastructure projects with a
high economic and social priority (e.g. transportation, education and the
provision of basic urban services, such as water supply). A Regional Elec-
trification Project was approved by the Board in March 1978. The project

includes about 5,000 km transmission and distribution lines to provide elec-

tricity services to 1,200 villages. A recently appraised irrigation/drainage
project providing for the rehabilitation of salt-affected lands in the
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lower Euphrates area is also expected to be ready for Board consideration by
the end of the current fiscal year. Projects under preparation, include
agro-industry (cotton seed processing), rainfed agriculture, water supply and
sewerage facilities, and natural gas utilization.

20. The lending activities described above would help to improve project
preparation and implementation, especially in those sectors in which the Bank
has not been previously involved, and strengthen sector policies and institu-
tions. The proposed operations will include significant technical assistance
and training components to achieve the above objectives.

PART III - THE TRANSPORTATION SECTOR AND HIGHWAY SUBSECTOR

21. The Syrian transportation system consists of 15,700 km of highways,
1,672 km of railways, three major ports, two international and two secondary
airports, and 2,700 km of pipelines. The rapid economic growth since the
beginning of the 1970's, has led Syria to initiate a major reorganization of
its transportation system and to undertake large-scale construction projects
to restructure its network and meet the new demands placed on it (see Map IBRD
13262). Of its transportation system, 25 percent of the highway network, 32
percent of the railway network and 40 percent of the port capacity has been
built since 1970. Inland transportation of both passengers and freight is
dominated by highways, which carry about 98 percent of all intercity passenger-
traffic and 96 percent of freight. The role of the railways is expected to
expand appreciably in the early 1980's, if the present serious bottlenecks
in their exploitation are overcome, but highway transportation will remain
dominant. International transit traffic of freight has grown rapidly in
recent years, reaching a peak of 3 million tons in 1975, of which over 80
percent moved by highway.

22. Four ministries are responsible for administration of the transpor-
tation sector: the Ministry of Transportation (MOT), established in 1974 and
responsible for highway transportation services as well as construction and
services of rail, ports and civil aviation; the Ministry of Communications
(MOC) for highway infrastructure; the Ministry of Petroleum for pipelines;
and the State Planning Commission (SPC) through its transportation department,
for reviewing the investment programs and integrating them into the national
economic planning mechanism. While a comprehensive transportation policy has
not been formulated so far, the Government has emphasized the importance
attached to modernizing and expanding the transportation system in response to
the burgeoning demand, with particular stress on the enlarged role the railway
is to play. The current development program for 1976-80 allocates 18 percent
of the total funding or about $1 billion equivalent to the transportation sector,
which is double its share in the previous development plan. The distribution
among modes reflects their relative needs by allocating 33 percent to highways,
28 percent to railways, 24 percent to ports, 7 percent to civil aviation and 8
percent to pipelines. Planning suffers, however from insufficient data and
lack of coordination between agencies as well as a shortage of qualified
staff. The MOT is currently preparing an overall transportation study, which



will make a comprehensive review of the transportation system to assess the
appropriateness of current regulations and their enforcement, to forecast
demands for new infrastructure and identify routes and services requiring
priority attention.

23. The transportation sector has increasingly become a bottleneck to
the development of the Syrian economy. The density of the highway network and
the level of vehicle ownership are both low compared with countries with
similar GNP per capita. The rapid growth in transportation demand in the
1970s has been met largely by intensive use of existing roads and vehicles at
a level that cannot be sustained without detriment to both. The toll in terms
of delays, vehicle wear and tear and accidents is particularly severe on the
main highways linking Damascus, Homs, Aleppo and the ports, where industrial
development has been concentrated and transportation demand has grown most
rapidly, hence the need for large-scale investments in new highways and rail-
ways in these corridors. At the same time, in an effort to promote a geo-
graphically and sectorally more balanced pattern of development, the Govern-
ment is now vigorously pursuing new agricultural and mining projects in the
northeast, an area that has hitherto received relatively little investment in
productive industry or the infrastructure to serve it.

Planned Transportation Investments

24. The main objectives of Syria's current highway development program
are the completion of the primary four-lane highway system, construction or
improvement of some 700 km of two-lane primary highways, and paving of approxi-
mately 3,400 km of secondary highways and feeder roads. The total effect of
this program would be to increase the paved network by about 35 percent between
1976 and 1980 at a cost of SL1,207 million ($309.0 million). In the railway
sector, the investment program provides for construction of the Homs-Damascus
line and rehabilitation of the existing lines from Aleppo and Homs to Tartous.
With the opening of these new lines in the early to mid-1980's, the railways
should be able to carry 10-15 percent of freight traffic and should relieve
the Damascus-Aleppo and Homs-Tartous highways of some of the excessively heavy
truck traffic that is now contributing to their rapid deterioration. As part
of the port expansion program under the current investment program works are
being carried out in the port of Lattakia to raise its capacity from 1.6 mil-
lion to 3.0 million tons annually by 1980, and at Tartous to raise its capacity
to 4.5 million tons by 1980, with emphasis on container-type freight movements
and roll-on roll-off traffic. Banias is being expanded for importing crude
oil for the planned new refinery. While the role of civil aviation in internal
transportation is small and likely to remain modest, the national airline is
rapidly expanding its services internationally. The investment program pro-
vides for improvement of existing services and construction of a new interna-
tional airport in Lattakia. Improvements to domestic crude oil pipelines and
related facilities are being provided under the Plan.

The Highway Subsector

25. Of the total length of Syria's highway network (Map IBRD 13262)
11,700 km or only 75 percent are asphalted and four-lane highways are about
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1 percent. The rapid expansion and development of the paved network began in
the late 1960's and the length of paved highways has doubled since 1965. The
average density is still low by international standards for countries with
about the same per capita GNP. The main elements of the network carrying
about 80 percent of all traffic are (i) the 800 km of major arteries, namely
the north-south axis serving the main towns of Damascus, Homs, Hama and
Aleppo, and its links to Jordan, Lebanon and Turkey and the ports of Tartous
and Lattakia, all of which are being upgraded to four lanes or are planned as
such; (ii) the two-lane highways connecting the producing centers in the
northeastern and eastern regions with the four-lane system and (iii) the
two-lane highways connecting with Iraq and the other Gulf states. In 1976
there were about 125,600 motor vehicles in Syria, an average of 16 vehicles
per thousand inhabitants, low by international standards for Syria's level of
per capita income.

26. Traffic is particularly heavy on the north-south axis connecting
the major cities in the central region, on the coastal highway and on the
three main east-west highways. Truck traffic is generally very heavy and
represents 30 to 50 percent of total traffic. International transit truck
traffic is substantial on the main highways from Lattakia and Tartous and
from Beirut to Damascus and thence on the Damascus-Amman and Damascus-Baghdad
highways, though it now appears to be falling off. Syrian trucks account for
about a quarter of transit traffic. Broad-scale data on highway traffic is
still lacking. Several individual counts and surveys were carried out by
MOC personnel and foreign consultants between 1972 and 1976, but no regular
counting program exists. Technical assistance to be provided under the
project will address this problem.

27. The MOC has overall responsibility for the highway network infra-
structure, while specific responsibility for construction supervision and
maintenance is delegated to regional and district offices. The reorganization
took place in 1972 based on recommendations under the First Highway Project.
The present organization is adequate to respond to the needs of the present
network and its planned expansion. Highway construction works are financed
from the general budget. In recent years Syria has drawn on several external
sources for financing the foreign exchange cost of improving its network, with
loans totaling $69 million from the Saudi Fund, the Kuwait Fund, and US-AID,
as well as two IDA Credits totaling $22.3 million.

28. The Syrian contracting industry consists of state-owned construc-
tion companies, private domestic firms and resident foreign firms. They each
have a roughly equal share of the total construction program at present,
though the state-owned companies are gradually increasing their share. Their
expansion, however, has been afflicted by management inefficiencies and low
cost-effectiveness. Technical assistance in cost accounting, equipment repair
and warehousing is therefore being provided under Loan 1458-SYR for the Aleppo
water supply; this assistance will go to the State Planning Commission and to
the state-owned construction companies.

29. Highway pavement design is based on a maximum single axle load of
13 tons in accordance with existing regulations. However, a survey carried



- 10 -

out by the MOC on the Damascus-Homs highway in 1976 and 1977 showed that some
25 percent of all trucks had axle loads in excess of 13 tons, with some in
excess of 20 tons, while no system is in effect to enforce the regulations.
The damaging effect was the equivalent of an average axle load for all trucks
close to 15 tons. The Government is keenly aware of the situation, and in
August 1977, delegations from Syria, Iraq and Jordan, all of which are faced
with the same problem of overloading, agreed to recommend that the Arab League
adopt an international legal limit of 12 tons per single axle and 18 tons per
tandem, together with appropriate enforcement procedures (see para. 38).

30. The incentive to overload has come from the rapid growth of freight
transportation demand since 1974, which has outstripped the ability of the
truck fleet to grow commensurately. During negotiations it was discussed and
confirmed that (a) existing regulations governing truck ownership and licens-
ing will be reviewed to assess whether they may be acting as a brake to the
needed expansion of the fleet; (b) user charges affecting trucks will be
reviewed to relate them more closely to usage and if possible to discourage
overloading. No weigh stations have been included under the proposed project
since loading can be effectively policed at the origin of the shipments where
weigh scales exist. Greater importance is attached to the organizational
steps required to make the enforcement system operational.

Highway and Railway Competition

31. Users are free to select the mode that best suits their requirements
and there is no systematic allocation between modes. At present, railway
freight rates and passenger fares are barely competitive with highway trans-
portation. The tariff governing truck shipments for government customers set
by the Government provides rates per ton-km that decline with distance, where-
as railway freight rates per km are fixed. The need for a review of road and
rail tariffs in relation to the respective costs of transportation was dis-
cussed during negotiations, and agreement was reached that the Government
will undertake as part of a planned overall transportation survey (para 22),
(a) an analysis of the transportation market in terms of each main commodity
category and haul distance, (b) a study of the costs of competing road and
rail services, and (c) a structuring of the respective tariffs, such as to
ensure an economically sound division of the transportation market and avoid
wasteful duplication of investment.

Previous Transportation Projects

32. The proposed project would be the third project for the highway
subsector (Map IBRD 13262). Two IDA credits totaling $22.3 million were
allocated for construction of major arteries of the highway system, technical
assistance to improve maintenance operations, supply of equipment and studies
for the development of the highway network. Implementation on both projects
has been slow, due primarily to revision of the design standards and align-
ments after signing of the loan agreements.

33. The first project was approved in 1963 and not completed until 1975.
The Project Performance Audit Report of this project was distributed to the
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Executive Directors on August 11, 1976. Despite the complete redesigning of

the initial project (which involved only resurfacing) and increased costs,
economic benefits have exceeded appraised forecast. The second project
approved in i972 is expected to be completed in 1981. Its implementation was

seriously delayed, first by the 1973 war and then by the need to upgrade the

designs of the project highways to take account of the changed economic cir-
cumstances. This led to substantial increases in costs. However, supplemen-

tary feasibility studies confirmed the economic justification of the upgraded
highways. Other external donors provided most of the additional foreign

exchange required, and the credit agreements have been amended accordingly.
Implementation has however been complicated by the desire of the Government
to use state-owned contractors, who have recently been established. On one
section a state-owned company, who was awarded a contract after international
competitive bidding, performed poorly when the scope of the work was enlarged
from two-lane to four-lane highway. The Government, in agreement with the
Association, gave the contractor permission to subcontract part of the works

and strengthened the supervision to ensure proper quality of work. To prevent
the recurrence of such problems, the Government agreed that all bidders for
civil works will be pre-qualified (Section A.3 of Schedule 4 of Loan Agree-
ment).

34. The proposed project is expected to provide further institutional
improvement in the highways subsector, which has been considerable under the
previous two projects. Implementation problems, which occurred mainly because
of insufficient project preparation, have been dealt with by careful prepara-
tion of the project components and full involvement of the Borrower's staff
in the preparation process.

PART IV - THE PROJECT

Background

35. The proposed project was appraised in September 1977. Negotiations
were held in Washington in March 1978. The Syrian delegation was led by Mr.
Nayal, Director at the State Planning Commission. The project is described in
detail in the "Staff Appraisal Report of a Third Highway Project in the Syrian
Arab Republic" (No. 1829a-SYR dated March 16, 1978), which is being circulated
separately to the Executive Directors. Main features of project preparation
and implementation are summarized in Annex III.

Project Objectives and Description

36. The proposed project supports the Government's objectives for the
highway network's development in line with the current investment program,
which gives emphasis on the completion of the main transportation axes, main-
tenance and improvement of the existing infrastructure to increase efficiency
of the economy, and further development of the potentially most productive
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sectors of the economy. It will help stimulate the development of agriculture
and industry in the fertile and rapidly developing but thinly populated north-
eastern region, and aims the further strengthening the Government's long-term
planning capabilities.

37. The project comprises: (i) civil works consisting of pavement
strengthening on sections totaling 250 km of the Damascus-Aleppo highway,
construction of a 25.6 km bypass for the city of Homs, and of the 103 km
Quantary-Tall Tamir section of the Aleppo-Tall Kojak highway; (ii) consultant
services for construction supervision, and technical assistance for MOC; and
(iii) equipment for highway inventory and traffic counting.

Civil Works

38. The pavement strengthening on sections totaling 250 km of the
Damascus-Aleppo highway would provide the existing highway with a new asphalt
concrete overlay, designed to accommodate traffic for the next decade. The
existing pavement has deteriorated because of unexpectedly heavy traffic since
opening, and overloading of trucks, which have greatly contributed to reducing
the expected lifetime of the existing pavement (see para. 29). Initial steps
have been taken to ensure enforcement of the existing regulations and the
Government confirmed and assured that a system for enforcing these regulations
will be set up and will be duly enforced within two years from signing of the
loan (Section 4.03 of Loan Agreement).

39. The proposed bypass for the city of Homs consists of a 25.6 km four-
lane highway with grade-separated interchanges on the western side of the
city. It would connect with the four-lane highwav to the port of Tartous now
under construction, as well as provide a high standard link between the indus-
trial plants west of Homs.

40. Construction of the 103 km Qantary-Tall Tamir highway section would
provide a link where no road exists at present, as part of the Aleppo-Tall
Kojak highway (500 km) that is designed to provide northeastern Syria poten-
tially rich in agricultural and mineral resources with a high standard paved
highway over the coming decade. The Government is contemplating building the
entire highway in stages along with economic development of the region with
financing from several sources. The proposed alignment was selected by the
Government as the southern of the two alternatives studied, on the grounds
that it makes maximum use of the existing network in the interim years and
gives better access to the agricultural areas of the Balikh valley.

4

Consultant Services

41. The project also provides for consultant services of about 500
man-months for highway construction supervision of the Homs bypass and the
Qantary-Tall Tamir section.



- 13 -

Technical Assistance

42. The planning and programming capabilities of MOC would be further
strengthened through the provision under the project of about 60 man-months
of individual consultant services by a transportation economist and a traffic
analyst, to assist the MOC in establishing an effective traffic and transporta-
tion economics unit in the Ministry. The Government agreed to allocate funds
from UNDP sufficient to carry out this technical assistance. This will be
implemented as a part of the current project.

Project Cost and Financing

43. The total estimated cost of the project is $113.6 million equivalent
with a foreign exchange cost of $58.0 million.

US$ Millions
Local Foreign Total

Civil works 39.0 44.7 83.7
Consultant services 1.2 1.8 3.0
Equipment 0.0 0.2 0.2
Right-of-way acquisition 3.7 0.0 3.7

Subtotal 43.9 46.7 90.6

Physical contingencies 4.0 4.6 8.6
Expected price increases 7.7 6.7 14.4

Total 55.6 58.0 113.6

The cost estimates are based on quantities from detailed engineering, unit
rates for similar works currently being carried out, and prevailing rates
for consultant services. The foreign exchange cost for civil works is based
on the assumption that two thirds of the contracts will be awarded to the
domestic contracting industry after international competitive bidding, in
which foreign contractors are expected to participate. The foreign exchange
cost of consultant services is based on the assumption that the contracts
will be awarded to foreign consultants at rates of about $6,000 per man-month
including overhead. Appropriate physical and price contingencies have been
included.

44. The proposed loan will finance the full foreign exchange cost of the
project and cover 51 percent of total costs. The Government will finance the
local cost of $55.6 million.

Project Implementation

45. MOC will be responsible for project implementation. Its Department
for Construction and Maintenance of Highways and Bridges will be in charge of
all civil work construction. Civil works are expected to be implemented over
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a period of 3-1/2 years starting early 1979, and the technical assistance in
1979-80. The Government has agreed to acquire all lands and right-of-way as
needed for the timely implementation of the project (Section 3.07 of Loan
Agreement).

Procurement

46. Civil works will be procured through international competitive bid-
ding in accordance with the Bank's Guidelines for Procurement. Because of
the complexity of works, bidders for the Homs Bypass and the Qantary-Tall
Tamir highway section will be prequalified, while bidders for the pavement

strengthening will be qualified at bidding by separate envelopes. Syrian
state-owned companies are expected to participate in the bidding together
with private domestic and foreign contractors. State-owned contractors are
exempt from normal supervision by the employer. The Government agreed that
all bidders, including state-owned companies, are required to accept normal
supervision for the purpose of the project (Section A.4 of Schedule 4 of Loan
Agreement). Consultants acceptable to the Bank will be engaged for construc-
tion supervision, and technical assistance, according to terms of reference
and conditions satisfactory to the Bank.

Disbursements

47. Disbursements of the proposed loan would be made over a period of
four years on the basis of:

(i) 54 percent of total expenditures for civil works representing
the estimated foreign exchange cost; and

(ii) 100 percent of foreign expenditures on consultant services,
technical assistance and supply of equipment.

Disbursements are expected to commence in early 1979 and extend through mid-
1982.

Benefits and Risks

48. Road transportation will remain the principal means of inland trans-
portation, and improvements to the highway network command a major share of
transportation investments. Within the highway subsector, it is the primary
network that is most in need of investment to keep it in balance with the
demands placed on it. The proposed highways will meet the growing transporta-
tion demand in the main corridors which will remain the central area for
Syria's future development. The Damascus-Aleppo highway is the backbone of
the national highway network and its deterioration will hamper efficient
transportation and hence economic development. Improvement of the road is
urgent, or the cost of delaying it will become extremely high in terms of
future investment cost and lost economic activities due to the deterioration.
At the crossroads of the north-south and east-west axes, the roads surrounding
Homs have been increasingly congested and are hampering smooth flow of goods
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and services along the axes. The future development of the area to the east
of Homs will add further to this traffic. The proposed Horms bypass would
reduce the congestion in the city center, thereby increasing efficiency of
transportation on the two highways and reducing adverse environmental effects
on the city center. The Quantary-Tall Tamir section is the part of the high-
way which serves a region potentially rich in agriculture and mineral (oil)
resources of northeastern Syria. Although it is a primary highway, it will
partly improve the access to the agricultural areas and will stimulate agri-
cultural output. It will be vital to the future development of the area since
at present there is no effective means of connecting the area with the outside.
It will also have an indirect impact on the development of the Euphrates Basin
with which the Bank has been associated.

49. Direct benefits are measured in terms of avoided additional vehicle
maintenance and tire wear cost resulting from the surface strengthening on the
Damascus-Aleppo Highway and in terms of reduced vehicle operating costs, saved
labor costs, and accidents on the Homs bypass and Qantary-Tall Tamir highway.
Most of the vehicle-related benefits from the proposed civil works would
accrue in the first instance to owners of trucks, private cars and buses,
while the community would benefit from a substantially reduced accident toll.
Since rates and fares are set in a generally competitive environment, it is
expected that benefits from reduced costs will gradually be passed on to the
customers of highway transportation services. Benefits from the civil works
(93 percent of project costs) are estimated to yield a 52 percent economic
return, with pavement strengthening yielding 76 percent, construction of the
Homs Bypass 35 percent and of the Qantary-Tall Tamir road section 27 percent.
Sensitivity analysis shows that even under the most pessimistic assumptions,
the project would still yield a 32 percent of economic return. Benefits from
the technical assistance have not been quantified, but they are expected to
improve the overall planning and design capabilities of MOC.

50. The economic justification of the Qantary-Tall Tamir highway sec-
tion, which would provide one of the missing links of the Aleppo-Tall Kojak
highway, is based on the assumption that the Government will not build any
other new highway serving the same origins and destinations that would nullify
its economic justification. The Government agreed that no highway investments
that would conflict with the economic justification of the project will be
undertaken (Section 3.04 of Loan Agreement). No unusual risks are foreseen,
although the risk of problems occurring in project implementation cannot be
ignored.

PART V - LEGAL INSTRUMENTS AND AUTHORITY

51. The draft Loan Agreement between the Syrian Arab Republic and the
Bank, and the draft Report of the Committee provided for in Article III,
Section 4 (iii) of the Articles of Agreement of the Bank are being distributed
separately. Features of the Agreement of special interest are described in
Annex III.



- 16 -

52. I am satisfied that the proposed loan would comply with the Articles
of Agreement of the Bank.

PART VI - RECOMMENDATION

53. I recommend that the Executive Directors approve the proposed loan.

Robert S. McNamara
President

Attachments
March 23, 1978
Washington, D.C.
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TABLE 3A

SYRIAN ARAB REP. - SOCIAL INDICATORS DATA SHEET
LAND AREA (ThOU RM2) SYRIA REFERENCE COUNTRIES (1970)

TOTAL 185.2 mOST RECENT TNSA TRE LEI*
AGRIC. 124.2 1960 1970 ESTIMATE- TUNISIA TURKEY ALERIA**

GNP PER CAPITA iUSS) 250.0* 450.0* 780.0*/a 370.0* 500.0* 530.0*

POPULATION AND VITAL STATISTICS

POPULATIDN (MID-YR. MILLION) 4.6 6.3 7.7/a 5.0 35.6 13.4

POPULATION DENSITY 25.0 34.0 42.0/a 30.0 46.0 6.0PER SQUARE Km. 27.0 34.5420/ 30.0 4. .PER SO. KM. AGRICULTURAL LAND 37.0 56.0 62.0/a 67.0 65.0 30.0

VITAL STATISTICS 44.7 40.6 SO.O
CRUDE BIRTH RATE (/THOU, AV) 46.6 47.6 45.4 44.7 40.6 50.0
CRUDE DEATH RATE (/THOU.AV) 20.1 16.2 15.4 16.9 14.4 1B.4INFANT MOJRTALITY RATE (/THOU) 145.8 123.1 112.5 125.0 153.0/a
LIFE EXPECTANCY AT BIRTH (YRS) 46.3 53.0 56.0 51.6 54.4 50.7
GRoSS REPRJOUCTiO, RAIL 1.4 3.5 3.5 3.4 2.61L,/ 3

POPULATION GROWTH RATE (X)
TOTAL 3.5 3.3 3.3 2. 3L~ 2.5 2.9
URBAN 42 .0 453.Ol 4.9/d 4.4

URBAN POPULATION (X OF TOTAL) 37.0 43.5 46.2 40.1/C 36.7 35.6

AGE STRUCTURE (PERCENT)
0 TO 14 YEARS 46.3 9-3 49.3 46.3 41.7 47-2 /a

15 TO 64 YEARS 48.9 46.3 46.3 50.2 54.o 48.4 
65 YEARS AND OVER 4.6 4.4 4.4 3.5 4.3 4.4 Fa

AGE DEPENDENCY RATIO 1.0 1.2 1.2 1.0 0.9 1.1 /a
ECONOMIC DEPENDENCY RATIO 2.1 2.1/a 2.2/a 1,BJC d 1.1/e 2.67a

FAMILY PLANNING
ACCEPTORS (CUMULATIVE. THOU) .. .. ., 112.2
USERS 1% OF MARRIED WOMEN) . .. .. 12.0 8.2

EMPLOYMENT

TOTAL LABOR FORCE (THO!JSAND) II00.0 /ab 1600.0 1800:0 1300. oi 14 5 00 .0/f 2600 o.a b
LABOR FORCE IN AGRICULTURE (X) 47.07iL' 47.8 49.9 s7 . 67.0 oo
UNEMPLOYED (x OF LABOR FORCE) 8.5 6.4 4.8 12 4Is- 15.0/

INCOME DISTRIBUTION

X OF PRIVATE INCOME RECOD BY-
HIGHEST 5% OF HOUSEHOLDS .. .. .. .. 32.8/h
HIGHEST 20% OF HOUSEHOLDS .. .. .. .. 60.8/h
LOWEST 20S OF HOUSEHOLDS .. .. .. 2.9/h
LOEST 40% OF HOUSEHOLDS .. ,. , 9.4/h

DISTRIBUTION OF LAND OWNERSHIP
______________________________

S OWNED BY TOP 10% OF OWNERS .. .. .. 53.0 53.0
S OWNED BY SMALLEST 10% OWNERS .. .. .0. 0.s 0.9

HEALTH AND NUTRITION

POPULATION PER PHYSICIAN 4600.0 3860.0 3070.0 5950.0 2250.0 7860.0
POPULATION PER NURSING PERSON 6660.0 4500.0 5810.0 

7 3 0.O/f 1770 _0/i 2730.0
POPULATION -ER HOSPITAL BED 900.0 1010.0 960.0 410.0i 500.0 340.0

PER CAPITA SUPPLY OF -
CALORIES IX OF REQUIREMENTS) 102.0 98.0 104.0 94.0/h 110.0 78.0
PROTEIN (GRAMS PER DAY) 74.0 70.0 75.0/C 63. 01 78.0 45.0
-OF WHICH ANIMAL AND PULSE 28.0 18.0/b .. 14. 07 2

2.0i 9.0/c

DEATH RATE (/THOU) AGES 1-4 . 4.1 ' ' 5/ 14.7/k 12.0/a

EDUCATION

ADJUSTED EN ROLLMENT RATIO
PRIMARY SCHOOL 65.0 89.0 101.0 100.0 109.0 75.0
SECONDARY SCHOOL 16.0 39.0 47.0 23.0 28.0 11.0

YEARS Or SCHOOLING PROVIDED
(FIRST AND SECOND LEVEL) 12.0 12.0 12.0 13.0 11.0 15.0

VOCATIONA4L ENROLLMENT
(% OF SECONOARY) 6.0 3.3/C 4.4/d 12.di 14.0 20.0

ADULT LITERACY RATE (%) 36.0/C 40.0 . . . Ss.i 26.0

HOUSING

PERSONS PER ROOM (URBAN) 2.1/C ,, ,, 2.7 /c 1.9 2.8 /ab
OCCUPIED DWELLINGS WITHOUT

PIPED WATER (x) s8.0/c *, *- 60.0/c 64.0 77.0/a
ACCESS TO ELECTRICITY

(% OF ALL DWELLINGS) 38.0/C 41.7 * 24.0/C 41.0 34.0 /a
RURAL DWELLINGS CONNECTED

TO ELECTRICITt (%) 11.0/C 10.2 .. .. 18.0 12.0 /a

CONSUMPTION

RADIO RECEIVERS (PER THOU POP) 57.0 224.0 374.0 77.0 89.0 52.0
PASSENGER CARS (PER THOU POP) 4.0 5.0 7.0 13.0 4.0 11.0
ELECTRICITY (KWH/YR PER CAP) 81.0 151.0 227.0 155.0 247.0 138.0
NEWSPRINT (KG/YR PER CAP) 0.2 0.2 0.1 0.1 0.7

SEE NOTES AND DEFINITIONS ON REVERSE
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S7ILA, ECO- 0I0C 18Lg1OPilr1T DATA SHEET

Actual. _ «Estimated Projected An-1d Growth Rte f 0OP

1965 1972 1973 1974 1975 1976 1977 1978 1980 1935 1965-72 1972-75 1975-76 IW6-80 1980-85 1976

A. ATIOIAL ACCOUNTS
(SL mlltn, 1975 prir-c)

1. CDP 11972.0 17587.4 17613.5 I8708.5 18S55.1 20927.0 22303.8 23669.3 27330.4 36916.1 5.7 7.3 10.5; 6.9 6.1 100.0

2. TT Adj..ttmt ($t. -+. -1398.5 -1757.1 -962.4 168.2 - - 281.4 222.9 704.4 376.0 - _ _ -- -
3. CDY 10536.5 15030.3 16651.1 18876.7 18855.1 20927.0 22592.2 24092.2 27634.6 37292.0 6.0 11.2 10.9 7.2 6.2 190.9

4. mport 1940.2 3946.0 4405.5 5625.8 6994.1 9929.8 8672.6 9093.4 10630.7 12968.4 11.7 21.0 41.9 1.7 4.1 47.4
5. Repet, -2991.3 -4765.9 -5122.6 -4121.8 _4869.2 -4969.3 -4279.Z -443.8 -5679.7 -8592.9 6.9 -1.0 7.3 3.4 8.7 -25.7

6. tports. Tr adjostod -1592.8 -3008.8 -4160.2 -4290.0 -46Z9.2 -4969.3 _5067.9 -5066.6 -5984.2 -8969.8 9.5 15.4 7.3 4.8 8.4 -23.7

7. eeeoroe gap, Tr daJusted 352.4 977.2 295.1 1750.8 2364.9 4960.5 3604.6 4026.8 4646.5 3974.6 - - . - - 25.7

8. Tetol oesitito 9238.4 12156.2 10000.2 15910.6 13099.0 19715.3 19506.0 21196.8 2462B.8 32780.9 . 4.0 12.8 25.4 5.7 59 84.2

9. Primate o 'ttoe 751E.4 9182.2 11468.3 11601.6 10955.0 14492.3 13930.0 15229.5 17796.2 23551.9 2.9 13.1 30.5 5.1 4.7 69.3
10. Go.-eet oeat ptto 1723.0 2974.0 3531.9 4509.0 4144.0 5223.0 5575.9 5967.3 6832.6 9229.0 9.1 11.7 3Z.2 6.9 6.1

11. cross ftesd 1tevcsnt 1101.5 3037.7 2489.0 37L7.9 56B6.0 6297.0 6691.0 6922.1 7652.5 8090.7 14.8 23.0 10.7 5.9 5.7
12. Ch.t. Lt stocks 499.0 1574.0 545.0 994.0 435.0 -125.0 - - - - 17.8 -14.6 - - - -0.5

13. Ds_tio sie-as, tT d] 1298.1 3676.0 1650.9 2966.1 3756.1 1211.7 3086.5 2895.3 3006.0 4511.1 16.1 5.4 -509.9 25.5 8.5 5.T
16. Natit-Al sotelg 7T adj (ieol. SCT)15I9.0 4441.9 4960.0 4730.8 64D3.2 2049.3 5292.6 4937.5 4675.6 5573.2 16.7 0.4 -224.7 13.2 3.6 15.6
15. en 12012.7 18111.5 17962.4 18477.6 19046.6 20971.0 22245.5 23815.7 27177.0 36466.2 6.o 6.6 6.6 6.7 6.6 100.2

16. CD (S mllion torniat potos 1243.7 2358.4 2541.4 4197.3 5261.3 6323.3 A413.2 8568.2 11443.1 22710.8 9.6 36.0 20.1 15.8 14.6 -

17. CP 09 mIllIon ureript prttesl 1253.5 2416.8 2587.6 4214.3 5308.7 6336.0 7391.0 8542.5 11374.4 22395.8 9.8 35.0 19.7 15.7 14.5

*. Ltm altm (eMeeY of C9DP t rooteot prices)

1 Agoitolttr- 27.0 20.8 14.7 18.8 17.3 10 3 17.9 17.6 16.9 14.7 2.2 1.8 5.0 3.0 3.0

2. Im4oatry 23.7 31.9 31.5 37.2 54.2 56.4 37.1 37.8 42.2 49.49 10.7 10.8 9.0 10.0 9.0
of ebith uteleg 0.2 11.4 11.4 12.e 16.o 10.5 14.2 13.6 12.0 9.7 07.2 25.0 -0.0 1,0 1.0

5. Other servlcas 49.3 47.3 53.8 48.0 48.5 4.3 45.0 44.6 40.9 35.7 5.0 9.1 4.2 3.0 3.5

C. ilas4 59

1. Report prios ieDeL 21.6 31.5 41.6 98.5 120.0 100.9 115.4 122.6 143.0 196.6

32. Teprt prito iedee 40.7 50.0 58.9 93.2 13O.0 101.0 108.8 117.3 135.7 190.3
3. Teems of tr-do 16c 53.1 54.3 70.6 105.7 100.0 104.8 106.0 104.6 105.4 104.4

4. GIlh deflator 39.0 51.2 50.1 83.5 1DO.0 117.6 129.6 140.0 163.3 227.6

5. Iehe rate (1 psr 11g91 3.820 3.820 3.722 3.700 3.920 3.950 3.950 7.9S0 3.990

D. SB=CIIO IIIDICAT0S3 1961-72 172-715 1975-76 1976-80 1980-05 E. LAYOR F08CY (Thouestdl 1961 10 l

1. OLm 7.1 2.0 4.2 4.4 4.3 1. Agolooltore 9%) 51 51

2. A-ort -tisaatsi _y / t 1.37 1.44 3:8 0.5 0.6 2. Lodostry 9%) 21 20
3. ArrMo eattie_l a_ig rote 17.4 24.7 23 20.6 17.4 5. SorvIcre 9%t 20 29

4. helerall eet'oeI sooleg rote 50.4 44.9 0806 30.2 11.4 4. Total emtpoymeot 1321 1471 1750

5. Imprts/CDT 24.0 28.8 4.5 78.2 36.7 4. Tto -ploy.eot ate 2%) 6.4 4.9

6. Grea Fted Ioest./GDP 14.3 19.2 301 29.7 29.5 6. Total labor trte 1424 1070 18759
7 sMeae6 6e gap/eTC 6.0 6.0 1. 3 16.9 1321

F. CALM. GDVISRIT FD12 GD t B 1966 I70 M2 1974 1975 1976 L9l

(Paroemo of CD? a*t rorreat pelcee)

1. Currant reeaeea 17.8 21.5 27.6 27.5 33.8 07.5 23.0
1.1 Te r rnno.o 10.7 10.8 11.1 9.6 14.4 11.2 10.9

2. Oorrso4t aespeedttores 10.1 19.3 23.1 20.5 26.5 24.4 22.9
2.1 D.faeae sopeed tores 6.6 8.8 15.3 10.8 16.0 14.7 14.0

7. Ooveret covIega 2.7 2.3 4.5 7.0 7.3 7.1 0.1
4. Peblit jereret 7.5 10.4 11.3 15.2 23.1 21.1 20.7

1/ The 196B-72 ad 1972-75 im-ort elat-c1titts - re derived Efr the c-nete_t Nlatto.al Ac__otr ocrlee iD 1963 prlcot tc ske iceorlcal and pro3erred import elatlca rmarable.

t-roh 2 1978
t YRA CP 1I-C
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SYRLA: BALANCE OF PAYM1NTS AND EXTERNAL ASISTANCE
(Millions of US doll ra; current prices)

A-tna Estimate rjce
1972 c l973 1974 1975 197 1977 V 1970 1979 i

A. SU9910Y OF RALANCE OF PAYMENTS
1. OnPOeCt, ijol. NFS 411.4 600.8 1061.4 1251.1 1346.9 1490.4 1603.5 IP82.6 2B14.0 3538.1 4612.1 d538.6
''. Isport. incl. NFS 499.1 6897.0 1405.7 1690.5 2568.5 2550.5 2001.6 3380.9 4393.5 5431.7 6658.5 11317.3

3. Re.our.e balance -117.7 -86.2 -347.4 -639.4 -1221.6 -1i6o.1 -1276.0 -1509.3 -1579.5 -1893.6 -2046.4 -2778.7

4. N-t facoracrnlcec tA.- 46.7 17.1 51.7 11 5 -16.6 -19.4 -35.9 -102.0 -169.7 -259.1 -487.8
a. ti- In-ereac paynenta -9.2 -5.1 -45.1 -3.3 -39.2 -74.7 -_6.2 -112.5 -203.7 -304.1 -436.9 -845.4

or ohich Intereat en
pohloc 9 end IT loan. -6.8 8 .5 -10.4 -16.9 -51.9 -47.7 -68.1 -989.5 -186.9 -289.2 -425.1 -846.7

5. Net ioneetle i_ Ite - - -
Wlorkers' r-eilltan.e (net) 68.1 51.4 62.2 55 0 50.5 50.1 66.0 76.9 101.7 134 4 177.8 357.6

d. Other (net) - - -

5. Current cranrref- (nec) 50.0 370.6 424.6 663.? 410.7 620.3 620.3 620.3 645.6 696.2 721.5 721.5
1. Poblic 49.2 767.1 415.9 653 1 400.2 569.6 569.6 569.6 s69.6 569.6 569.6 569.6
b. Prinate 8.3 7.2 0.9 10 IO.S so.6 50.6 50.6 76.o i26.6 151.9 t1t.9

6. Current noccont balance -1.3 330.' 94.6 76.0 -799.6 -456.4 675.1 -923.6 -1035.8 -1367.1 -i584.0 -2545.0

7. Pri-ate direct i-nte--en (net) - _ 20.0 21.6 23.2 26.6 30.4 34.9 48.9
1ublc M and LT Loant

R.Lbursament9 76.5 .& 5 133.7 262.3 656.9 73802 868.6 989.1 1349.9 1814.2 2213.2 4025.4
9. Atuucileeton -35.3 -38.2 -61.5 -86.9 -96.9 -123.2 -154.7 -160.2 -324.7 -402.0 -624,S -1442.1

10. Net dLabnraet-nts 41.2 50.3 72.2 175.4 s60.0 614.9 733.9 828.8 1025.2 i362.o 1S88.8 2983.0

Otn-s M end LT Loans
11. Lietreemente - 18.0 31.4 33.9 38.8 46.5 50.9 71.4
12. Anrtmlniloni - - -4.3 -13.9 -24.9 -37.5 -52.8
13. Net 0 tnI'rseantc _ _ - _ - 1P.0 31.4 29.6 24.9 19.6 13.4 i8.6

14. Shnrc-te-n capital (tn.) 17.0 -27.0 17.0 18 3 25 .6
15. netuse ofLDr resources 6.5 6. - 5
16. Capital n.e.l. -56.1 -39.5 -25.0 733.9 -139.0
17. Change In nac reasroes )-4tcreas) -7.2 -314.5 -158.7 -236.0 3S2.9 -196.5 -111.8 42.0 -41.0 -45.1 -53.0 -10t.2
10. Lens) of net resernee (ecct) -54.6 259.9 418.6 398.0 15.2 211.7 323.5 281.4 364.6 450.8 552.7 839.3
19. - mnth's ipnrns - 4.5 3.6 2.4 0.1 1.0 1.3 1.0 1.0 1.0 1.0 1.0

0. GRANT AND LOAN COMMIThENTS
1. Offifial gr.nts 49.2 363.1 415.9 653.1 400.1 569.6
2. Tct-l publin M I LT loans 119.1 138.3 494.8 844.6 lop1.8 720.5

a. IBRD - - R8.0 8o.6 D0.5 78.5
b. IDA . 13.5 15.0 10.0 - - -

Other l nltllatsral . -- - 13.0
d. ianentatenta 70.0 55.9 299.7 710.6 668.5 525.2

of nhloh:
-Centrally planntd ecoitoLan 66.6 33.4 233.2 330.7 1s;6.4 162.1

- 0EC0 . - si.6 94.2 - 108.1
- DPEC 2.9 - 12.8 289.7 - 255.t

e. uppltera- credits 35.3 89.3 66.0 43.5 37.9 96.9
f. Corcll banks - - 29.2 -

S. Ccit-tsate n.e.. - - 241.9 6.9
3. Othen M LT Loans (hters v. ilable) - _ _ _ - 0.0

C. ttEMO ITE1 S
1. Grec eleent of totni oslt,rnts (8) 38.7 28.6 34.9 4U.4 79 7 63.7
2. Ayer Ke lnterest (L) 3.0 4.0 463 2.7 5.0 4.2
3. A-erage asturity (yearn) 15.1 13.1 18.7 16.3 10.0 16.7

March 2. 1978
£M1NA CP i1-C
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SYRIA: EXTERNAL DEBT AND CREDITWORTHINESS

Actual Estimate

1970 1972 1975 1974 1975 1976 1977

A. MEDIUM AND LONG TERM DEBT (DISBURSED ONLY)
(in million US dollars)

1. Total debt outstanding (DOD; end of period) 335.3 411.2 501.8 655.2 1215.2 1776.6

2. Including undisbursed 521.0 652.9 1109.7 1836.8 2768.7 5235.1

3. Public debt service 42.0 46.7 71.9 105.8 128.8 169.9

1. of which interest 6.7 8.5 10.4 16.9 51.9 46.7

4. Other M + LT debt service 0.0 0.0 0.0

5. Total debt service 103.8 128.t 170.0

B. DEBT BURDEN

1. Debt service ratioe/ 8.7 7.7 6.7 8.5 9.6 12.1

2. Debt service ratio 7.6 7,1 6.3 7.9 9.2 11.e

3. Debt service/GDP 1.7 1.8 1.7 2.0 2.0 2X

C. TERMS

1. Interest on Total DOD/Total DOD 2.9 2.9 3.1 2.6 2.6 2.6

2. Total debt service/Total DOD 18.1 15.9 21.5 15.8 10.6 9.4

D. DEPENDENCY RATIOS FOR M + LT DEBT

1. Gross disbursements /imports (incl. NFS) 12.7 12.8 9.5 13.9 25.6 51.
2. Net transfer/ Imports (incl. NFS) 8.4 20.2 24.2

3. Net transfer/ Gross disbursements 60.4 80.4 77.5

E. EXPOSURE

1. IBRD disb./Gross total disb. - - - 1.4 3.2 5.5

2. Bank Group Disb./Gross total disb. 1.9 4.7 6.2

3. IBRD DOD/Total DOD - - - - 0.5 2.0 3.5

4. Bank Group DOD/Total DOD 2.0 3.6 4.9

5. IBRD Debt service/Total debt service - - - - 0.7 0.9 2.1

6. Bank Group Debt Service/total debt service 0.9 1.2 2.2

F. EXTERNAL DEBT (DISBURSED ONLY) OUTSTANDING DEC. 31, 1976
(in million US ol ars) AMOUNT PERCENT

1. IBRD 24.4 2.0
2. Bank Group 43.4 325
3. Other multilateral 0.0 -

4. Governments 782.6 64.4

1. of which centrally planned economies 457.0 37.6
5. Suppliers 117.6 9.6

6. Financial institutions 29.6 2.4
7. Bonds 0.0 -

8. Public debt NEI 241.9 19.9
9. Total public M + LT Debt 1215.2 100.0

10. Other M + LT Debt -
11. Total Public Debt (incl. undisbursed) 2768.7 227.8
12. Total M + LT Debt (incl. undisbursed) 2768.7 227.8

G. DEBT PROFILE

1. Total debt service 197
7
-
8
l/Total DOD End of 1977 = 1.25

4/ excluding workers remittances (total debt service)
j including workers remittances (Public debt service only)

March 2, 1978
EMENA CP II-C
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STATUS OF BANK GROUP OPERATIONS IN SYRIA

A. Statements of Bank Loans and IDA Credits
(As of March 20, 1978)

US$ Million
Undis-

Number Year Borrower Purpose Bank IDA bursed

46 1963 Syrian Arab Republic Highways 8.5 -
298 1972 Syrian Arab Republic Highways 13.8 12.9
401 1973 Syrian Arab Rebublic Water Supply 15.0 4.3
469 1974 Syrian Arab Republic Irrigation 10.0 0.0
975 1974 Syrian Arab Republic Irrigation 63.0 59.3
986 1974 Etablissement Public

d'Electricite Electricity 25.0 0.0
986-1 1975 Etablissement Public

d'Electricite Electricity 8.6 7.3
1144 1975 Etablissement Public

d'Electricite Electricity 72.0 38.5
1241 1976 Syrian Arab Republic Water Supply 35.0 22.1
1261 1976 Etablissement Public Telecommuni-

des Telecommunications cations 28.0 27.3
1311 1976 Syrian Arab Republic Livestock 5.0 5.0
1312T 1976 Syrian Arab Republic Livestock 12.5 12.5
1458 1977 Syrian Arab Republic Water Supply 50.0 50.0
1480 1977 Syrian Arab Republic Education 20.0 20.0

TOTAL 319.1 47.3 259.2

of which has been repaid 0 .4

Total now outstanding 319.1 46.9

Amount sold 1.0 0
of which has been repaid 0 0

Total now held by Bank and IDA /I 318.1 46.9

Total undisbursed 242.0 17.2 259.2

B. Statements of IFC Investments: None

/1 Prior to exchange adjustments.
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C. Project sn Execution 1/

Credit 298 - Second Highway Project; US$13.8 million Credit of April 17, 1972;

Date of Effectiveness: February 2, 1973; Closing Date: June 30, 1978

Project implementation started in 1975 after an initial delay due to

the unfavorable political situation in the region. In July 1975, after several

contracts had been awarded, the Government decided to upgrade the project

roads to four-lane standards. Economic studies indicated the upgrading to be
economically justified. The Association agreed to the upgraded roads after

reviewing final cost estimates, based on detailed engineering. Government has

called bids for the additional works on the Homs-Tartous road and is presently
negotiating addenda to the contracts with the contractors for the construction
of the Damascus-Lebanese border road. Agreement for financing of construction

of the Damascus-Jordanian border road has been reached between the Government
and USAID. This section will, therefore, be deleted from the project. The

Government has requested to reallocate IDA funds for the construction of the

Damascus-Lebanese border road and Tall Kalakh section of Homs Tartous road, to
four-lane standards. The rest of the works will be financed by the Saudi and

Kuwait Funds. Amendment to credit agreement is being prepared.

Credit 401 - Damascus Water Supply Project; US$15 million Credit of June 22,
1973; Date of Effectiveness: February 20, 1974; Closing Date: December 31,
1978

Initial delays in project implementation of about two years were
caused by the unfavorable political situation in the region. A revision of
the project description was required as a result of considerable cost overruns
and was approved by the Board on May 28, 1975. This permitted work to proceed
on an urgent phase of distribution. Work is now proceeding in accordance with
the contract schedule with about 50 percent of the works completed to date. No
further delays are anticipated. Consultants have begun the pollution control
studies for Damascus, Homs and Hama.

Credit 469/Loan 975 - Balikh Irrigation Project; US$10 million Credit and
US$63 million Loan of April 10, 1974; Date of Effectiveness: September 12,
1974; Closing Date: June 30, 1982

After initial delays during the procurement stage, progress on the
works being implemented by Syrian Government organizations for the development

1/ These notes are designed to inform the Executive Directors regarding the
progress of projects in execution and, in particular, to report any prob-
lems which are being encountered, and the action being taken to remedy
them. They should be read in this sense and with the understanding that
they do not purport to present a balanced evaluation of strengths and
weaknesses in project execution.
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of the first 10,000 ha has been slow due to technical and managerial difficul-
ties. The Bank agreed with the Ministry of Euphrates request to continue
financing the full foreign exchange component of the four contracts so far
awarded for the development of the 10,000 ha, provided that the Government
will have recruited consultants for supervision of construction of ongoing
works and for the review of design of hydraulic structures in gypsiferous
soils by February 28, 1978 as stipulated in the Loan Agreement. The Govern-
ment has decided to postpone implementation of the remaining part of the
project until completion of the ongoing revision of the overall Balikh Basin
development. The financing plan for the whole project will be submitted
after completion of this study. Settlement in the Balikh area is still
under study by the Government.

Loan 986 - Mehardeh Power Project; US$25 million Loan of May 23, 1974 and
Supplementary Loan of US$8.6 million of June 4, 1975; Dates of Effectiveness:
January 30, 1975 and January 19, 1976; Closing Date: June 30, 1979

The project consists of the first 150-MW unit of new steam-electric
power station at Mehardeh; eight 230-kV substations, consultant services and
training. The project is co-financed by a US$33 million loan from Kuwait
Fund, including a second portion of US$15 million to cover the considerable
cost overruns. Although main contracts were awarded about five months late
and a further delay of about two months was caused due to a temporary lack of
cement, physical progress is satisfactory and the final delay is expected to
be minimal. Institutional progress is expected to remain slow due to lack of
experienced personnel and the time required to train intermediate executive
staff.

Loan 1144 - Second Mehardeh Power Project; US$72 million Loan of July 18, 1975;
Date of Effectiveness: January 19, 1976; Closing Date: June 30, 1980

The project comprises a second 150-MW steam generating unit at
Mehardeh, construction of six and extension of two 230-kV substations, a new
office building, organization and accounting studies and training. Construc-
tion of the power plant is progressing satisfactorily although a delay of
about two months occurred due to a temporary lack of cement; the final delay
is expected to be minimal. Construction of the new head office building has
been delayed by about one year because the Government is reconsidering its
size. Institutional progress is expected to remain slow due to lack of expe-
rienced personnel and the time required to train intermediate executive staff.

Loan 1241 - Second Damascus Water Supply Project; US$35 million Loan of
June 9, 1976; Date of Effectiveness: January 31, 1977; Closing Date:
December 31, 1980

The project, which is co-financed by the Arab Fund and USAID,
provides for the supply components of Damascus' water system and for training.
Work is proceeding on schedule on the contract for the tunnel, underground
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cutoff and supply reservoir, which are financed by the Bank. A close coor-
dination of the works financed by the various donors under this project and
of the works financed under the first project will be required to permit the
timely link-up of the various components of the supply and distribution system
and to minimize expected delays in implementation of the project components
financed by other donors.

Loan 1261 - Telecommunications Project, US$28 million Loan of June 9, 1976;
Date of Effectiveness: March 15, 1977; Closing Date: June 30, 1979

The project consists of the most urgent works of the telecommunica-
tions investment program for the period 1976-78, including the installation of
telephone connections, trunk exchanges and teleprinters; and expansion of long
distance and international facilities; and a training center. Procurement is
well underway on a number of contracts.

Loans 1311/1312T - First Livestock Development Project; US$5 million Loan and
US$12.5 million Third Window Loan of July 22, 1976; Date of Effectiveness:
March 20, 1978; Closing Date: December 31, 1982

The project provides for a strengthening of the organizational
framework for feed policies and animal health services as well as credit to
sheep farmers and cooperatives.

Loan 1458 - Aleppo Water Supply Project; US$50 million Loan of June 30, 1977;
Date of Effectiveness: March 2, 1978; Closing Date: December 31, 1982

The project consists of constructing a 75 Km transmission line and
associated pumping facilities from Lake Assad to Aleppo, treatment plant ex-
pansion and extension and improvements to existing trunk distribution system.
Engineering services for improvements of the sewer systems in Aleppo and
Latakia and technical assistance to the State Planning Office and public con-
struction enterprises.

Loan 1480 - First Education Project; US$20 million Loan of September 14, 1977;
Date of Effectiveness: February 9, 1978; Closing Date: December 31, 1982

The project provides for the construction, furnishing and equipping
of five primary teacher training colleges, an intermediate teacher training
institute, three intermediate technical institutes and two vocational training
complexes. The project also provides for the preparation of curricula for the
technical institutes, the establishment of suitable mechanism for coordinating
vocational training and technical education, the development of craft programs
and the provision for 33 man-years of fellowships and overseas training.
Project implementation is proceeding satisfactorily.



ANNEX III

SUPPLEMENTARY PROJECT DATA SHEET

Section I: Timetable of Key Events

(a) L Lvlteli Dy the country to prepare
the project: About two years

(b) TPhe agency which has prepared the
project: Ministry of Communications

(c) Date of first presentation to the
Bank and date of the first Bank
mission to consider the project: June 1976, May 1977

(d) Appraisal mission departure: September 1977

(e) Negotiations completed: March 1978

(f) Loan effectiveness planned: August 1978

Section II: Special Bank Implementation Actions

None.

Section III: Special Conditions in the Loan Agreement

The Borrower gave assurances that:

(i) within two years from signing the loan agreement, a system to
ensure loading regulations will be set up and duly enforced
(para. 38);

(ii) bidders to be qualified for award of contracts for civil works
will be required to accept normal supervision by the borrower
or consultants employed by it (para. 46); and

(iii) no highway investment will be undertaken that would conflict
with the economic justification of the Qantary-Tall Tamir high-
way section (para. 50).
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