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of not to exceed ten (10) years at an interest rate of two percent 
(2') per annum during the grace period and three percent (3') per 
annum thereafter. 

2. Other Terms and Conditions 

(a) Unless AID otherwise agrees in writing, commodities and related 
services financed under the Loan shall have their source and origin 
in the United States of America. 

(b) The Loan shall be subject to such other terms and conditions as 
AID may deem advisable. 
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exceed ten (10) years at an interest rate of two percent (2%) per 
annum during the grace period and three percent (3%) per annum 
thereafter. 

2. Other Terms and ~onditions 

(a) Unless A.I.D. otherwise agrees in writing, commodities and related 
services financed under the Loan sh1a1 have their source and origin in 
the United States of America. 

(b) The Loan shall ba subject to such other terms and conditions as 
A.I.D. may deem advisable. 
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I. BACKGROUND 

A. Political and Economic Considerations 

The U.S. is providing assistance to the Syrian Arab Republic 
(SARG) in order to encourage the further development of U.S. -
Syrian bilateral relations, and to assist Syria's economic 
and social development. A detailed economic background of 
Syria is contained in Annex 1. 

U.S. willingness to participate in Syrian development is one 
of the most effective ways to achieving improved relations 
while also assisting in the nation's economic growth. In the 
broader context, the U.S. objective in the Middle East is to 
help Syria and other nations in that area follow a peaceful 
course in working out their difference~. 

The Syrians are searching for ways to accelerate the pace of 
economic development in order to meet the expectations of their 
people. While some progress has been made in recent years, Syria's 
needs for social and economic development are extensive. Financ
ing Syria's development requirements beyond the capacity of 
Syria itself or anyone foreign donor. The Syrians are seriously 
intereste~ !n U:S. technical cooperation and technology and welcome 
U.S. partlclcatlon in orojects related to development. The Syrian 
Government is also prepared to open the door to some degree to 
private sector participation. U.S. assistance also helps to re
establish U.S. - Syrian commercial contacts which were severed 
during the break in diplomatic relations (1967-1974). 

B. U.S. Assistance Program, FY 75-78 

The purpose of the A.I.D. program in Syria is to assist Syria in 
pursuing its economic development program and to help in improving 
U.S. - Syria relations and the cause of peace in the Middle East. 

In FY 1975, the A.I.D. program totalled $83 million, consisting of 
a $48 million loan for the improvement and expansion of the 
Damascus water supply system; a $30 million commodity import loan 
for agricultural and construction equipment; a $4 million grant to 
finance technical services and feasibility studies; and a $1 million 
grant to fund technical training in the U.S. for Syrian Government 
officials. The FY 1976 and Transition Quarter program totalled $95 
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million consisting of: A loan for the construction of the Damascus
Deraa Highway $45.9 million); a second loan for the further improve
ment of the Damascus water supply system ($14.5 million); a loan 
for contract services and commodities for a Euphrates Basin 
Irrigation Maintenance Project ($17.6 million); a grant of $1.25 
million finance training in the U.S. for SARG officials; a grant 
of $0.4 million for the development of health services; a grant 
of $0.35 million to establish an English language training program; 
and $15 million for the Basic Inputs and Production Loan used to 
finance commodity imports such as ~ires, medical equipment and 
sanitatlon equipment. 

Of A.I.D's $80 million FY 1977 Loan/Grant program for Syria, a 
$40 million loan was authorized to help finance Syria's commodity 
import program. Loan proceeds are being used to procure machinery 
and equipment necessary to support agricultural land development, 
crop production, processing and marketing, and other sectors of 
the economy related to overall food production. The balance of 
the FY 77 program consisted of a loan for Rural Electrification 
($34.7 million); a grant of $3.5 million to finance further 
technical services and feasibility studies, including agriculture 
and transport sector assessments; a grant of $0.983 million to 
fund training in the U.S. for additional SARG officials; a grant 
of $.482 million for English language training; a S.335 million 
grant for health services; and a $25,000 disaster relief grant 
to help combat the cholera epidemic last September 1977. 

The FY 1978 program is currently planned to include, along with this 
proposed program loan, a projel:t loan $60 million for the design and 
construction of a major coastal highwpy, as well as the following 
grants: soils survey/land classification, technical health 
institute, English language training, development of health, tech
nical services and feasibility studies III, and general participant 
training. Future activities will increasingly emphasize rural 
services (roads, water, electricity, health) to benefit the 
nation's rural poor. 

C. Utilization of Previous Commodity Import Type Loans 

There have been three previous commodity import type loans to 
Syria. A $30 million FY 1975 loan - The Agricultural Inputs and 
Production Loan, No. 276-J-007; a $15 million loan FY 1976 Transitional 
Quarter Loan - The Basic Inputs and Production Loan, No. 276-K-Ol3; and 
a $40 mil1ion FY 1977 loan - Agricultural Machinery and Production 
Inputs II, No. 276-K-015. 
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1. Agricultural Inputs and Production Loan No. 276-J-007 

The SARG originally allocated the available foreign exchange 
of $30.0 million exclusively to the Agricultural Machinery 
Distribution Company (A.M.D.C.). Invitation-for-Bid (IFB) No.1 
through 3, if all items had been contracted for, would have 
commit tad all the funds for the items specified in these tenders. 
However, A.M.D.C. decided to purchase plows, planters, fertizers 
spreaders, hand planes, tractors and traxcavators valued at 
$2,070,000 under IFB No.3. Letters of Credit for the total 
amount were issued in the second half of CY 1976 and before the 
end of the year the first thtee shipments arrived in Syria. All 
of these commodities cleared customs prior to Apri~ 30, 1977 
and have entered the Syrian economy. 

Subsequent to the cancellation of the proposed procurement under 
IFB's 1 and 2 and some items of IFB 3, the SARG decided to make 
the remainder of the loan funds available for the purchase of 
heavy construction equipment. The public sector Foreign Trade 
Organization for Machinery and Equipment (Aftomachine) was 
designated as the eligible importer. Aftomachine issued IFB 
No. 4 in July 1976 and signed contracts for a total of over 
$26.2 million (on a CIF basis) for equipment and spare parts 
with five U.S. suppliers. The equipment included loaders, tractor~ 
graders and mobile work shops for use by the public sector 
construction companies working on major irrigation facilities. 
Letters of Credit were opened in February 1977 and all the 
contracted for imports, arrived in Syria prior to the end of 
October 1977, with the exception of a quantity of spare parts 
which were shipped in the first half of calendar year 1978. 
The remainder of the funds of approximately $1.7 million was 
used for shop equipment, both mobile and stationary, and for 
special tools. 

2. Basic Inputs and Production Loan No. 276-K-013 

A FY 1976 loan of $15 million for financing commodity imports 
was signed by the SARG and USAID on September 30, 1976. The 
conditions precedent to disbursement of loan funds were met 
by the SARG in January 1977. The funds were made available to 
finance imports from the United States of the same type of 
commodities as were authorized in the earlier loan. The 
State Planning Commission received requests for utilization 
of funds, from a number of ministries and state import companies 
and organizations far in excess of the available dollar amount. 
USAID received a formal request to use this loan to purchase 
tires and equipment for a cardiovascular surgical center and 
IFBs were issued. Bids for the tires and tubes were 
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opened in mid-July 1977. $6.5 million worth of offers for 
tires were received which met the bid sp cifications 
but the majority of these bids were rejected because of high 
prices and $1.2 million worth of tires were purchased. LICs 
were opened in late December 1971 and shipment of these 
tires and tubes was completed i . June 1978. Another Letter 
of Credit financed by this loan was opened in Janyary 1978 
covering the equipment for the caIdiovascular surgical center. 
The ordered commodities are expecte to arrive in Syria prior to 
the end of FY 1978. 

For the remainder of loan funds, IFB 013-2 was issued on 
March 13, 1978 and bids were opened on May 4, 1978 for 
compactors, containers of different sizes, mechanical 
sweepers, landfill compactors and steam cleaners for use in 
sanitation. The SARG procurement committee made the technical 
evaluation of the offers and submitted its recommendation 
to the higher economic committee for approval. After such 
approval is given, AFTOMACHlNE will finalize the pur-chase of 
the equipment mentioned aboved including spare parts from 
four U.S. suppliers. The mechanical sweeper'l <.rill have to be 
financed with Loan 015 funds because insuf fj . ~en t funds remain 
in Loan 013. To speed up the procurement 0 ; tr.tll equipment under 
this IFB, for which the SARG has much inteF~_~ . bot h AID/w and 
the SARG agreed to use direct L/ coM to U. I; . ,. 1PUera rather 
than using Llcs through banks. Becaus. at t~t· SARe high 
economic committee has not ~et appr ove t . ~' co ndation of 
the procurement committee the firs uld·" -fl . be delivered in 
the fall of 1978 or later. 

3. Agricultural Machinery and Producti on Inpuc Loan n 276-K-015 

This loan of $40 million was signed September 20, 1977 and 
the conditions precedent to disbursement of loan funds were 
met early in January 1978. The Ministry of State for Planning 
Affairs received requests for funding of equipment needs from 
the USA for various ministries, public sector construction 
companies, Damascus University, and many more public sector 
entitie~ exceeding half a billion dollars. After a screening of 
these requests by a number of committees in January 1978 the 
Prime Minister's office decided what commodities would be 
purchased with the proceeds of the loan. IFB 015-1 for 30 
rear dump trucks was announced on May 9th with a bid closing 
day of June 22; and IFB 015-2 for construction equipment such 
as track-type tractors and wheel-type front-end loaders was 
announced May 22 with a bid closing date of July 8. The 
remainder of the funds of this loan will be utilized to purchase 
equipment such as hydraulic cranes, motor graders, triming and 
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lining machines, excavators and combines. IFBS will be 
announced upon finalizing preparation of technical 
specifications for this equipment by the SARG. 

In summary, the status of the three commodity import loans 
is as fo 1 lows: 

Loan 007 Essentially fully disbursed 

Available from Loans 013 and 015 

Lie issued 

Bids evaluated, awaiting awards 

Reserved for banking charges 

IFB's issued 

Balance remaining: 

Firm requests rec'd from SARG 

Present shortfall 

$55,000,000 

$ 2,164,584 

$ 13 , 348, 1 88 

$ 20,000 

$26,000,000 (est.) 

$13,467,228 

$31,000,000 (est.) 

$17,532,772 

Current disbursement data fr: t. e previous three loans" is as 
follows: Loan 276-J-007, $28,2S7,OOO disbursed; Loan 276-K-Ol3, 
$1,171,000 disbursed; Loan 276"K-Ol5, no disbursement as yet. 
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II. LOAN JUSTIFICATION 

A. The Proposed Commodity Import Loan 

Development in Syria is partially dependent on the importation 
of commodities such as machinery, equipment and the associated 
mechanical technology, all of which are available from the United 
States. The proposed loan of $21.5 million ~i11 finance development 
imvorts including equipment, machinery, and spares which the 
Syrians need to procure from the United States to assist in their 
development programs. 

In order to improve and expand the entire agricultural !ector, 
machinery will be needed to build roads, irrigation structures 
such as dams and canals, and t~ clear and level lands. In spite 
of the SARG's general ban on imports of motor vehicles and trucks, 
truck importation will be permitted under this loan. SARG has 
requested financing, (under Loan 276-K-015 for FY 1977) for thirty 
35 ton heavy-duty off-highway dump trucks, and is expected to request 
additional heavy-duty trucks to further the country's infrastructure 
development, to be ~inanced with funds from this proposed loan. 

A firm request for f1nanc1ng of equ1pment and supp11~s for s1x 
faculties of Damascus Univp,rsity, has also have been forwarded to 
AID. Two engineering faculties, tne faculty of medicine and 
sciences, as well as agriculture will receive needed modern 
training equipment aids. 

Equipment, such as automatic bakery lines to process agricultural 
products, have been requested for financing under this loan. 
These bakery lines, designed for producing Syrian bread, popular 
with the urban poo!', will enable the SARG to keep the price of 
bread at a level the poor can afford and assure that sufficient 
bread will be available at all times. 

It is also expected that equipment and supplies for a marine 
biology 1abratory will be financed from funds fro\.' this lvaJ'\ as 
well as air pollution monitoring equipment for one stationary 
unit and two mobile units. The latter is especially welcome as 
it indicates that the Syrian Government is beginning to be =on
cerned with environmental detef";Oration. 
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B. Balance of Payments and Debt Services 

Balance of Payments data for Syria is difficult to obtain, 
incomplete in many respects and generally out of date. Military 
imports and some foreign financing may be disguised or omitted. 
Receipts outside of official channels, largely unrequited remitt
unces from Syrians working abroad, are substantial, but until 
1977, unestimated. The table bElow is based on a June, 1977 IMF 
Report and a May, 1978 report prepared by the AID Mission. It 
does no more than provide general trend lines which indicate that 
Syria's need for foreign exchange will continue for some time 
into the future. 

Syrian Arab Republic: Balance of Payments Summary 
(Mi 11 ions of Syri an Pounds) * 

Goods and Services 

Exports (F.O.B.) 
Impo rts (C. I. F . ) 
Trade Balance 

Receipt from Service~ 
Paymei)ts for Servi ces 

Net Services 

Transfer Payments (Net) 
Private 
Official 

Nonmonetary Capital (Net) 

Private 
Official 

1973 

-266 

1 ,339 
-2,341 
-1 ,002 

1,033 
-298 

735 

1 ,506 
140 

1,366 

95 

-99 
194 

Net Errors and Omissions -185 

Overall Surplus or 
Def'j cit ( - ) 1 ,150 

Monetary Movements 
(increase in Assets -) -1,150 

11 Estimated 

1974 1975 
1/ 

1976-

-1.095 -2,268 -4,768 

2.914 3,441 4.141 
-4,176 -5,697 -8,826 
-1,262 -2,256 -4,685 

1,338 
-1 • 171 

167 

1 ? 714 
167 

1 ,547 

-2 

63 
-65 

-27 

1,420 1,224 
- 1 ,432 - 1 ,307 

-12 -83 

2.612 
195 

2,417 

-35 

68 
-103 

-19 

1,766 
205 

1 ? 561 

1 ,048 

280 
768 

50 

_.;;;..;59..;;.0 290 -1 ,904 

-590 -=290 1,904 

1977 

-5,700 

3,920 
-9,420 
-5,500 

N/A 
N/A 
-200 

2,730 
230 

2,500 

700 

-100 
800 

y 
-2,270 

21 
2,270-

11 Estimated receipts outside official channels of SP 1,450 million 
reduce this amount to SP 820 million. 

* 1 U.S. Dollar ,= 3.9 Syrian Pounds. 
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Syria has consistently experienced a balance of trade deficit 
which has grown greatly over the years as the pace of development 
increased the need for imports at the same time the growth of 
exports, primarily crude oil, cotton and phosphates has slowed 
due to changes in the world market. Through 1975, however, Syria1s 
overa 11 bd 1 JilCe of payments and its reserve pos iti on appeared 
favore.ble because of receipts for services and transfer payments 
from the Arab oil producing countries and Syrians working abroad. 

In 1976, two events occurred which revealed the fundamental 
weakness of Syria's balance of payments position. Firstly, Syria1s 
oil transit agreement with Iraq terminated and was not renewed 
due to a lack of agreement on transit payments from Iraq and the 
price Syria would pay to Iraq for crude oil. This deprived Syria 
of a source of receipts for services and the preferentially priced 
crude oil which it needed to blend with its own heavy, high'sulfur 
crude to permit the distillation of gasoline and other light 
distillates. Additionally, Syria became involved in Lebanon which 
both caused a large out flow of foreign exchange, and at the same 
tim~ may have been responsible for a decline in transfer payments 
to Syria from the Arab oil producing states. Also, the flight of 
Syrian workers from Lebanon had an impact on receipts outside 
official channels as well as on private tran~fers through official 
channels. 

Faced with a deteriorating balance of payments situation, the 
SARG imposed severe impor restrictions in early 1977. These 
restrictions consisted of limiting issuance of Letters of Credit 
to public sector organizations and not selling government owned 
foreisn exchange to private sector organizations. The Syrian 
Government relies on such restrictions rather than tariffs, quotas 
or devaluation to discourage imports. It does attempt to discourage 
the demand for imports through fiscal means, but it does not manage 
the fiscal tools available to it for this purpose fully nor does it 
attempt to compensate for the current accounts deficit by attracting 
capital through raising interest rates or bond sales. This lack of 
flexibility in choosing the means by which the SARG tries to 
b~lance accounts and its generally limited fiscal management stem 
from political constraints, the inflexibility of its centrally 
managed economy and administrative problems due to oversized, 
cautious and tradition bound bureaucracy. 

By the last quarter of 1977, import restricting measures had 
taken effect with the monthly average value of imports falling from 
SP 924 million ($237 million) for the first 9 months of the year 
to SP 365 million (S94 million) for the tenth and eleventh month. 
Exports fell ~light1y in 1977 due to a decrease in crude oil 
production. This produced an overall deficit of the balance of 
trade of SP 5,500 million (Sl ,410 million). The full impact of 
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the termination of the Iraq transit agreement was felt in 1977 
with such receipts falling to zero and representing a loss of 
SP 120 million ($31 million) as compared to 1976. Transfer 
oayments improved somewhat presumably reflecting the trend 
toward peace in Lebanon. The private part of these transfer 
payments increased a little, coming from Syrian workers, 
some of whom returned to Lebanon but most of whom passed 
through Syria to the oil producing states. Public transfers 
from the oil producing states increased by SP 1 billion 
($256 million). Capital flows were down somewhat because the 
temporary inflow of private capital due to the Lebanon 
situation reversed itself and slow project implementation 
affected public flows negatively with disbursements of public 
capital estimated at SP 1,400 million ($359 million) and 
repayments of public capital estimated at SP 600 million 
($154 million). 

The Mission report includes an estimate of receipts outside 
official channels for 1977. This figure is not available for 
other years. These receipts are believed to be the remittances 
of Syria workers abroad. Since the SARG has liberalized its 
control of trese remittances and private sector imports, the 
remittances provide a source of foreign exchange for private 
sector imports. The Mission estimate of this flow is SP 1,450 
million ($372 m,llion). If it is taken into account it reduces 
Syria's net defi~it from SP 2,270 million ($582 million) to 
SP 820 million ($210 million). 

Looking to the futur~ it is difficult to predict what will 
happen in 1978 and 1979. The nature of Syria's major exports, 
crude oil, cotton and phosphates, do not lend themselves to 
rapid expansion and are vulnerable to world market conditions. 
Since Syria is planning to increase refining capacity to permit 
it to use more of it's crude production for domestic purposes 
leaving less crude available for export, we believe exports 
will continue to show small declines over the next several 
years. 

On the import side, if Syria were to maintain the controls 
it imposed in 1977 into 1978 and 1979, then imports would be 
about half the 1977 level. It is highly unlikely that Syria will 
continue to maintain the stringent import controls imposed in 
1977, since t~~ maintenance of such severe restrictions would 
seriously limit the overall growth of the economy and more 
importantly have a direct negative impact on the implementation 
of Syria's economic development plans. The restrictions fall 
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most heavily on public sector enterprises which are largely 
involved in implementing development projects. The private 
sector, as noted above, has an alternative source of foreign 
exchange. 

Assuming all other elements of the balance of payments 
remain essentially unchanged, including official transfer 
payments, with exports declining slightly and imports beginning 
to rise, Syria's balance of payments position will show an 
improvement in 1978 as a result of the restriction~ i~~osed tn 
1977. However, the improvement will be at the expense of 
growth and development since it will be achieve 1ui"ge1y by 
cutting development imports. We expect the pressure for 
development on the SARG to result in a loosening of restrictions, 
resulting in an increase in the trade deficit in late 1978 and 
1979, and on balance, we conclude that Syria will require 
additional foreign exchange in 1979, the year this loan will 
be disbursed, to finance development imports. The proposed 
AID Loan of $21.5 million will permit Syria to increase its 
imports for development. 

Syria's reserves declined in 1976 to an amount equal to 
about 2~ months of imports or about $471 million. In 1977, 
the change in net assets due to the balance of payments deficit 
was actually a change in gross liability rather than a decline in 
gross assets. Syria is borrowing to cover its deficit. The 
SARGis Ministry of Finance records of external public debt, 
excluding debt of less than one year maturity and debt related 
to national security, show a rapid increase between 1970 and 
1975 from $258 million to $453 million. Debt repayments 
increased from $33 mi11ion in 1970 to $133 million in 1976. 
Repayments are believed to have been about $250 million in 1977 
and are expected to remain at that level until 1981 for debt 
already incurred. Since Syria's balance of payments deficit 
will continue to grow, additional debt will be incurred if 
the deficit is not covered by transfers from the oil producing 
states. Given Syria's sharp increase in external debt and 
AlDis interest in supporting Syria's development effort, the 
proposed loan should be made at concessiona1 or near concessiona1 
terms. Congress has fixed the amount of loans which may be 
made at 40 and 30 years maturity and thus Syria will receive a 
small portion of the proposed loan at 30 years maturity. The 
amount, $9 million, is in proportion to Syria's share of total 
SSA assistance in the Middle East. Finally, given the generally 
favorable long term prospects for the Syrian economy, we conclude 
that the repayment prospects on these terms are reasonable. 
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C. Other Donor Assistance 

In recent years, Syria received considerable financial assist
ance from international donors, principally from the Arab oil export
i~,~ nations. The composition of the donors changed substantially 
between 1968 and 1975. In the first phase (1968-1970) East 
European governments and the U.S.S.R. in particular, were the main 
donors, providing 70-90 percent of Syria's external concessional 
financing, or a total of about $200 million excluding military 
loans. During the second phase (1971-1973) the Socialist Bloc 
share declined to between 50 and 70 percent with an increased 
constribution from international organizations, DAC governments, 
and Arab oil countries. In the third phase (1974 onward) social-
ist bloc loans declined further in percentage terms, and there 
has been a significant increase from the Arab oil-producing 
countries, beginning with commitments made at the 1973 Rabat 
Conference, estimated to be about $500 million in grants, of which 
Saudi Arabia, Kuwait and Abu Dhabi provided the largest part. Public 
transfers, such a budget support. have consequently increased 
dramatically. In 1970-73 they averaged about $35 million per year, 
while in 1974-77 they have averaged about $500 million per 'lear. 
At present, the U.S. provldes about ten percent of the as,istance 
provided Syria. 

The risks of relying so heavily on foreign transfers to finance develop
ment expenditures became strikingly evident in 1976, when such 
transfers fell to about 5225 million. The inflexibility of 
development expenditures caused Syria to draw down reserves by some 
$400 million, and to incur substantial short-term debt. Transfer~ 
during 1977, were used to repay this debt, leaving reserves at a 
low, but acceptable level. 

Loans from bilateral sources and international organizations, which 
increased after 1971, and further after 1973, began to be disbursed 
in significant amounts in late 1973 and 1974 (about SlOO million per 
year). Th~ increased dr~matically in 1975 to about $260 million, 
and were up to about $350 million in 1976 and 1977. 
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III. LOAN ADMINISTRATION AND IMPLEMENTATION 

A. Syrian Government Import Procedures 

The majority of Syria's imports are handled by public sector 
trading agenices. The public sector trading agencies are organized 
as the focal pOint for imports of specific groups of commodities. 
Public sector agencies include the following: 

1. The Forei n Trade Or anization for Machiner and 
E Ul ment tomachine A tomachlne 1S the exc usive 
importer of tourist cars, ambulances, buses (both inter
and intracity), microbuses, vans and tires. Other 
imports in this sector such as trucks, tankers, pick-
up trucks, mounted cranes and loaders and traxcavators 
for industry can be imported by both Aftomachine and 
the private sector, but private sector importers must 
secure an import license from Aftomachine and pay it 
a commission. Spare parts can also be imported by 
Aftomachine and the private sector. 

2. The A ricu1tura1 Machiner Distribution Com an 

3. 

DC is the exc usive importer of agricultural tractors 
and implements, harvesters, combines, and other agri
cultural machinery and equipment. Other equipment used 
in agriculture such as front-end loaders and traxcavators, 
etc. can be imported by A.M.D.C. as well as the private 
sector with the license being issued by A.M. D.C. and 
receiving a commission payment. 

4. The Forei n Trade Or anizationa1 for Chemical and Food 
Products TAFCO TAFCD ;mpo~ts such commodities as industrial 
chemica s, fertilizers, pesticides and other agricultural 
chemicals plus foodstuffs. 

In addition, individual ministries and agencies within 
ministries can also import commodities. An example of a ministry 
which is permitted to handle its own imports is the Ministry of 
the Euphrates Dam which imports heavy construction machinery for 
road and canal building and maintenance, as well as agricultural 
and irrigation machinery and supplies. 
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As with past loans the State Planning Commission (the Ministry of 
~anning) will have the coordinating responsibility for implementation 
of the loan, assuring the allocation of loan funds in accordance 
with the SARGis developments priorities and passing A.I.D.ls pro-
cedural requirements on to the purchasing organizations. While 
requests from various qovernm=nt aqencies for financinq have exceeded 
and are expected to continue surpassing the availability of funds, 
de1ays have been and probahly will be encountered in the SARGis 
estaJlishing the priority ~~e cf these funds. 

The loan proceeds are expected to be utilized by the SARG 
for public sector imports only. Private sector imports consist 
generally of small value transactions and it is doubtful that 
any meaningful utilization of the loan by the private sector 
will occur. Except as otherwise stated above, the SARG does not 
encourage procurement by the private sector at present since 
foreign trade is still considered a public sector monopoly. 
However, some liberalization of this position. can be expected in the 
future. In fact, we understand that Aftomac~ine now plans to make 
private agents/dealers responsible for maintenance of equipment. 

It is not advisable to push the issue of increased 
private sector participation with the SARG at present, 
other than making private sector imports eligible for A.I.D. 
financing. For some commodities imported for distribution to 
the private sector such as farm tractors and implements, pick up 
trucks etc. we will try to persuade the SARG to make some loan 
funds available to local distributors of American manufacturers 
for financing of the equipment they can sell. This financing 
method would assure utilization of the AID financed imports and 
the distributors would be made responsible for their maintenance 
and repair. 

B. A.I.D. Commodity Import Procedures 

This loan will orerate with an expanded commodity eligibil
ity listing. Items eligible for financing will include those 
items normally eligible for A.I.D. financing, as defined in 
A.LO.ls Commodity El-;gibi1ity Listing, in the following categories: 
Road building and heavy construction equipment, transport equip
ment, agricultural equipment, industrial machinery required to 
process agricultural products and medical and educational equipment 
and supplies. In addition, a broad range of other industrial 
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machinery needed for Syria's economy will be eligible. The list 
of eligible items is provided as an attachment to the Commodity 
Procurement Instructions which is transmitted to the Borrower 
with the first Implementation Letter. SARG's decisions regarding 
the types of equipment it will import will be reviewed in terms 
vf this list of eligible items. 

A.I.D.'s standard commodity financing procedures as set forth in 
A.I.D. Regulation ~ shall apply to all transactions under this 
loan. Procurement of commodities and commodity-related services 
will be restricted to U.S. source and origin as defined in A.I.D. 
Regulation 1. 

The Loan Agreement will contain a provision limiting to $1 million 
the amount of commodities or commodity related services for use 
in constructing expanding, equipping, or alterating a single 
physical facility or related physical facilities without prior 
A.1.D. approval. 

As the loan proceeds are expected to be mostly utilized by the 
public sector, formal competitive bidding procedures in accordance 
with Section 2.02.22 of A.I.D. Regulation I will apply. USAID will 
recommend waiver of these procedures in favor of negotiated pro
curement only when procurement of a proprietary item is involved, 
when procurement on an emergency basis is necessary or in special 
situations when it would be impractical or inconsistent with the 
purpose of the loan to require formal procurement procedures. 
Assistance of an A.I.D. Supply Management Advisor has been avail
able to the Syrian Government since the inception of A.I.D. IS 

procurement loan in FY 1975 and the USAID Mission will continue 
to provide this service during the implementation of this new loan. 
The USAID Supply Management Advisor will help the buying organization 
determine requirements, establish specifications, develop IFBs, 
communicate with potential U.S. suppliers and generally assure that 
procurement is conducted in accordance with A.I.D. procedures, 
standards and practices. Short-term contract services can also be 
arranged for specialty items es has been done in the past. 

The State Planning Commission has now been thoroughly briefed on 
reporting requirements for arrival, customs clearance and utilization 
of A.I.D. financed commodities. They have accepted all of USAIDls 
recommendations on this subject and have passed them on to the 
designated importers with their instruction that these reports be 
maintained in proper form and made available to USAID on a twice 
yearly basis. 
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C. Implementation Procedures 

Experience with the FY 1975 Agricultural Inputs and Production 
Loan (276-J-007) has shown that there are several obstacles to the 
smooth operation of a commodity import program. One problem is 
t~e need for the various importers to have all their implementation 
decisions approved by higher levels of the SARG bureaucracy. For 
example, AFTOMACHINE very professionally executed the following 
importing procedures under IFB #4 mentioned above: issued the 
tender; administered the opening of the bids; established two 
committees to evaluate the offers from a technical point of view; 
complied with procedural tender provisions; and made the final 
awards. However, all these actions had to receive approval from a 
higher government authority. The signed contract awards ultimately 
had to be sanctioned by ~he Supreme Economic Council. This approval 
process will continue to le a problem for American suppliers because 
of the many delays before they can receive a workable Letter of 
Credit for their awards. However, the State Planning Commission, 
as well as other implementation agencies and ministries, are becoming 
more familiar with AID procedures and the lengthy SARG approval 
process will hopefully be reduced. 

While it is not ~ertain what SARG entities will handle the implement
ation cf the proposed loan, the heavy equipment (trucks, etc.) will 
probably be handled by AFTOMACHINE; automatic bakery lines probably 
by the Ministry of Supplies; and the educational equipment for the 
University faculties more than likely by the Ministry of Education. 
USAID's (supply advisor) who manages the import loan has informed 
AID!W that these SARG entities should be able to implement the 
proposed loan and disburse funds within two years followin~ 
meeting Conditions Precedent. 

Those Agencies familiar with AID procedures such as AFTOMACHINE 
work more rapidly. Organizations, such as the Ministry of Education. 
which have not used AID commodity import loan funds before will 
require more t~e and the assistance of AID's supply advisor and 
his staff. 

It appears more than likely, based on the extent of requests for 
A.I.D. financing of imports received by the State Planning 
Commission that a considerable number of new import organizations 
will get allocations of the new program loan funds. This will undoubtedly 
cause new delays in implementation until these entities which are 
unfamiliar with A.I.D. rules and regulations get themselves 
organized to effect rapid drawdown of the loan. A disbursement 
period of at least two years from the date conditions precedent 
are met must, therefore, be anticipated. 
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D. Disbursements 

In Syria there is a Central Bank and a Commercial Bank (with 
numerous branches), both government-owned. The Letter of Credit 
system is the most common method of financing imports, and there 
a~pears to be no problem in disbursing loan funds thrJugh use of 
A.I.D. 's regular Letter of Commitment procedure. For the FY 1975 
loan, the Commercial Bank was designated as the Approved 
Applicant. The same was done for the 1976 loan but it turned out 
that one importer, the Ministry of Higher Education could only 
open letters of credit through the Central Bank. The approved 
applicant for this loan and subsequent ones will therefore be 
changed to the Ministry of State for Planning Affairs with all 
Government owned Syrian banks being authorized to open L/Cs. 
Bulk Shipments and awards for more than $100,000 to a single 
supplier will be financed through direct Letters of Commitment 
to suppliers, saving both time and money. 



Page 11 of 18 

IV. OTHER CONSIDER~TIONS 

A. Impact on U.S. 8a1ance of Payments 

The long-term impact on U.S. Balance of Payments will be 
favorable because the proceeds of this loan will be spent on U.S. 
goods and services. This loan will help U.S. supplier/exporters 
to continue to re-establish old trade relationships and create new ones for 
all the commodities financed under this loan and will greatiy 
enhance the expansion of the U.S. export market in Syria. Further-
more, future follow-up orders for machinery and spare parts will 
result in additional U.S. exports on a commercial basis. In 1974, 
it is estimated that the U.S. exported slightly less than $40 
million in goods and services to Syria. This trade figure increased 
dramatically in 1976 to $275 million (including $105 million for 
the sale of Boeing aircraft). 

B. Use af U.S. Government Excess Property 

Because of the nature of the assistance being provided and the 
limited Syrian maintenance capability it is unlikely that U.S. 
Government excess property would be appropriate for this loan. 
However, given the large amount of U.S. Government excess property 
available, SER/COM is asked to continue to look at possibilities 
for using such excess property. 

C. Use of Local Currency 

Although some of these public sector agencies commodities 'may be for 
resale to farmers or for use by the various public construction 
companies, it is not anticipated that significant amounts of local 
currency will be generated. For that reason and the unnecessary 
complications hnich would arise if a system of formal or informal 
A.I.D. involvement in the use of 1eca1 currency proceeds were 
developed, it has been determined that a local currency control 
mechanism is inappropriate for this program. 
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V. RECOMMENDATIONS 

It is recommended that a $21.5 million loan to the Syrian Arab 
Republic be authorized to finance imports of selected machinery, 
p.quipment and other' corrnnodities subject to the following tenns: 

1. For $9 million of this $21.5 million loan, repayment in 
United States dollars in no more than thirty (30) years 
after the first disbursement, including d grace period 
of not to exceed ten (10) years at an interest rate of 
two percent (2~n per annum during the grace period and 
three percent (3%) per annum thereafter. 

2. For $12.5 million of this $21.5 million loan, repavrnent in 
United States dollars in no more than forty (40) years 
after the first disbursement, including a grace period 
of not to exceed ten (10) years at an interest rate of 
two percent (2%) per annum during the grace period and 
three percent (3%) per annum thereafter. 

3. Procurement with loan funds shall be of United States 
source and origin. 

4. The terminal date for disbursement shall be twenty
four (24) months following satisfaction of conditions 
precedent. The SARG will be allowed 120 days to meet 
the conditions precedent. 

5. USAID will not attempt to exercise commingling control 
over CIP corrmodities import~d by SARG public sector 
trading companies for commercial resale or other 
transfer to Syrian public or private entities. USAID 
will, however, exercise control to assure that bloc 
projects or companies will not be designated by the 
SARG as the importer of eIP-financed corrnnodities. It is 
anticipated that some loan-financed commodities or 
equipment would be added to the inventory of Syrian public 
sector companies and, therefore, could be used in support 
of numerous activities some of which w6uld qualify as 
bloc projects. 

6. Such other terms and conditions as A.I.D. may deem 
advisable. 



ANNEX I 

SYRIA: ECONOMIC BACKGROUND 

General 

The Syrian Arab Republic covers an area of 71,000 square miles 
(185,000 square kilometers). About four-fifths of this area is 
mountainous, semi-arid or desert. The population totals 7.~ 
million and is about half rural and half urban. More than 50 
percent of the population derives its income directly or indirectly 
from agriculture. Per capita income is estimated at about $8no 
in current prices. 

Public Sector Role 

The Syrian economy is do~n'lnated by the public sector. Untll the mid
sixties, Syria had a largely laissez-faire economy, the principal 
elements of which were commerce and large-scale agriculture. In 
1963, following a change in leadership, a program of land reform 
was initiated and about one-quarter of Syria's cultivated land 
was expropriated and redistributed among state farms, cooperatives, 
and private fanners. Syria's commitment to a publicly-owned 
agricultural sector has waned, however, and at present less than 
2 percent of the cultivated land is owned by the State. l! 

During this same period, there were widespread nationalizations of 
medium - and large-scale industries, including oil and textiles, 
and the private sector was severly limited in its range of activities. 
While public ownership remains the rule for industry (and all large 
industries are publicly owned), the private sector still accounts 
for approximately one-half of the total GOP. The private sector 
has made its greatest contribution to the Syrian economy in 
construction and services. 

Agriculture 

About 6 million hectares, or about 32 percent of the total land 
area, are cultivable in Syria. Of this amount, only about 3.7 
million hectares are under cultivation at any given time with 
the remainder fallow. Less than one-tenth of the total cultivable 
land ;s irrigated. Because of irregular rainfall and the limited 
irrigation, agricultural production is subject to severe fluctuations. 

1/ Publ ic ownership in 3griculture remains important. Most poultry 
production and similar Itagribusiness ll enterprises are state-owned. 
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The agricultural sector contributed 19 percent of Syria's GOP in 
1976. Mining and manufacturing yielded about 20 percent, while 
services (communications and transportation, trade and finance, 
public administration) produced 59% and construction 4%! ,The, 
iclative importance of Syrian agrlculture nas Deen aecl1nlng ln 
recent year due to a relatively successful economic diversifi
cation program. Agriculture, nonethless, retains a predomiant 
importance in the Syrian economy becuase it is the livelihood of 
a majority of the population and because it accounts for about 
one-third of total export earnings. 

Prospects for growth in Syria's agricultural output are very good 
if the Euphrates River Basin development program is completed. This 
program is a massive undertaking involving the construction of a 
large dam across the Euphrates River at Thawra with the eventual 
addition, over the next 15-20 Years, of 640,000 hectares of irr
igated land. This will more than double the total of Syria's 
present irrigated land area and significantly reduce the import
ance of weather conditions on agricultural output. This under
taking, coupled with Syria's efforts to increase crop yields 
through new techniques, should make a substantial contribution to 
Syria's economic development. 

Petroleum 

Whi1e Syria is not an oil rich country, revenue from crude production 
and refining and from transit charges on oil flowing to East Mediter
ranean ports from Iraq and Saudi Arabia reached about 5750 million, 
or about 30 percent of foreign exchange earnings, in 1975. The 
transit charge revenues are highly variable, however. and, in the 
case of Iraq, subject to recurring political disagreements. 
Iraqi shipments have been suspended since March of 1976, with 
a resultant loss of S100 million in annual revenues. Production of 
crude tegan in 1968 with 1 million metric tons and rose to 10.5 
millio, metric tons in 1976. Prospects for crude production at 
about \his level through 1980 seem good. Reserves are declining, 
however, and it is difficult to judge the likelihood of reversing 
the decline through new finds. 

Refinery revenues have been reduced some $300 million per year 
because of the complete stoppage of Iraqi crude. Syria has had to 
import crude from the United Arab Emirates amd Saudi Arabia to keep 
the refineries operating. This crude must be purchased at market, 
while the Iraqi crude was priced at $3.05 per barrel -- substantially 
under market. 

NE/PD, J.R.OeSousa:gb:5/3l/78:EXT. 21123 
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ANNEX III 
• E" £:"" [ : >T I ---p-~~~ 1 j'~. ' . ~.~. 'J I ··· .. ····or 2 :117 ',' . -1 .' .... e -- .' .. ..=..-~ .. . 

SYRIA -COMMODITY IMPORT LOAN 

n. crite:ria listed ira Part A :re a:-:~ ~cc~le c::r.crally to F.:.o\ f'.J~ds, :.r,d s~.~uld be used 
irres~!ct1ve of the prJcr!~ 's f~~d~~~ s ~~rce.- In ?art S a ~isti~ction is r!de b2t~~En the 
criteria a;lplica~le to § .. ::.;rity ~u;;:;rt ~ f'g .!. ~s~stc.~·(;e ::.nd tre criteda a~;lica!:J1e to !)H'el?~::-. :nt 
Assistance. Selection of the appropriate cri~!rta will de;E~d on t~e f~n~lrag source for tne ;roir!~. 

C;.CSS-REFEi\E:,:ES: IS W ': :;'jI\Y Ci-:ECKLiST UP TO D.~TE? iDEt\TlFY. HAS STF.\~.t. ~D ITEM CliECKUST SEEN 
i\EVlE'ncu? COUNTRY CHECKLIST IS UP TO DATE. STANDARD ITEM CHECKLIST , 

HAS BEEN REVIEWED. 

A. GE~lEAAL CR !TER!A FuR t;~~;?'lOJECT ASS ISTA~jCE 

1. .a.CD. Unraur.,!;, eredj F~.t... Sec E53(b) 

(a) DEscribe ho· .... Co~ittees on hilprapria
tions of Senate a~d H~use ~!va tecn or 
will ~e notified concern~ng the ~a~project 
assistance; 

(b) is assistance ~ith~n (C?Er:.t~c~al 
YEar 3udget) co~ntry or inter~ati onal 
organization allocation re;-crt~ to the 
Cor.grass (or not m0re than Sl ", lilian 
OVEr that figure plus iO~)? 

(a) Advice of Program Change will be 
forwarded to 'Congressional Committees. 

(b) Yes. 

2. FAA ~eC. 6ll(a}(2). If furthEr legis- No furtiler legislative action is required. 
lative action is rE~~lred within recipient 
cOL:ntry. ~Ih"t is tEsis for reascr,a!Jle 
expectation that such action ~il1 be 
cc-.;;lete<l in tir,a to ;:~I';:";t ~ !'~crly 
~cco=~11sh~ent of ~~ r ~0 se of tha 
assistance? 

3. FAA Sec. 209, 5~ 9. Is assis':ance r"Jre 
efficiently arad effectively giVEn through 
regicnal or mu ltilateral or~a 1iza tia~s? 
If so h'hy is assistance not so 9hcn? 
Ir,fon-:at~on and ccncLsi.Jn ·.·. !·· ~':~. er assist
ance will erCJUfEse r!~10~al ~!V !lD~~ !~t 
?ro;ra~s. If ~sslz:~':! is =:r r!~ly 
i~~:;::-~~~t c: . .,Ir,:ry, ~~ ~ 'r. r · ... ,· ... ~s :·. :~ 
thrcu~h ~ultilataral c~safi~:a::~~s ~r ~n 
accor~ance ~~th rult i~! ~e~al ~~! ~ S to 
the maxi~um ext~nt a~~ropriate7 

4. F~~ Sec. 601 a ; for 
deve opi:'.ant oans. Infor.::ation and 
concl~sions ~het~er assistance will 
enco~rage efforts of the count ry to: 
(a) increase the flow of inter~atlonal 
trade; (b) foster private tnit~ative 
and c~~~et1ti~~; (c) ~~c~~~!;e ~! ~ e':~
~ Ent and ~SE of cD:;:aratives, cradit 
unions, and savin;s and loan ass~c i at '0~ s; 
(~) ~~5ccurage ~:nc~olist1c ;:r~ctices; 
(e) i~?rove :e:h~1cal effici!~cy of 
ir.:'..:s~ry. :g!"1cult '..: r:.:!'ld ·:C-.-;!"'·::; ~r, ~ 
(f) ~~ra~st~sn free 1a~cr ~~~c ~ s. 

No. There is no indication that assist
ance will encourage regional development 
programs. Syria is not a newly indepen
dent country. 

) 

The assistance by financing the importa
tion of commodities needed oy the Syrian~ 
Arab Republic (SARG) for their develop
ment projects will contribute to efforts 
to increase international trade and to 
improve the technical efficiency of agri
cul ture and industry. 



.I. 

( 

A. 

5. :.r..c .. Sec. 601 (t>. Infori:'.3tion ;;~j con-
c usion en how assistance will 5rCO~r&; . 
U.S. private tr~de ~nd investr~nt abrc!d 
and encoJrase private U.S. ~!r~ici;!tion 
in foreis" assistance ~rDsrams (~":l~~ i ng 
use of private trade cha~ n e's i~d the 
services of U.S. pri~ate e~tirprise). 

6. rAA Sec. 61 2(b) i Sec 636(h). Descri!::e 
steps taken to assure that, to the 
rr.aximum extent pcssi~le, the c ·:· ·.~I:ry 's 
contributing local currencies to r.:eet 
the cost of contractual i~d o~ h er services, 
and foreign currencies o'"ned by the Uni ted 
States are utilized to meet the cost of 
contractual and other services. 

7. F:..A Sec. 612(d). !loes tr.e United States 
own excess foreign currency and , if so, 
what arrange~ents have been ffiade for i~s 
re1':dse? 

B. F~~DI~G CRIT~RIA FOR NO~PROJECT ASSIST~~CE 

1. ~an~ro5ect Criteria for Security 
SUP20rting Assistance 

a. FM Sec. 531. How will this assistance 
support ~ro~Jte economi c or political 
stability? Is the country a~Jng the i2 
ccuntries in which Su~~crting ~~5!s~zrce 
~ay be ~rovided in this fiscal year? 

2. ~on~roj~ct Criteria fDr ~~ yelOF~ent 
.!' ssist~~.ce ' 

a. ; .A.~ Sec . i02(c); Sec. lJJ.i. Sec. 22.ia. 
Extent t.o which activity I·.iil (i) ,dfec
tive1y involve t he ;Joor ir. ie \' e~o~-: ·:nt, by 
extending a~cess to econ:-y ~t ~c~!i : ~v el, 
~~cre ~s ~~g ~~~or-i n ~~~s ive ~ :J~ ~ ~: ~a nt 
sjf"-=::i"~ ~",: ·,,·.:st:~-:ent out rr:J f:": ':~t":s ~u 
;::" ~ll ~~': '1 S and ,'u r"l "r"as; and (2) ~alp 
~~~alo~ ~~~;2rat1ves, a55~~t r~~al and 
~rt! n p)or to help t~~~!elves :: ~ ard 
::tt~r 1 ire, ,- rid c:~,t:r·I·;: se :: :".':J 'Jr:ge 
~~~Jcrattc ~r~vate and 1ec a1 governGent 
i nsti';utions1 

b. rF .. A.. Sec. 103, ! G3,c" :1;4, 105, leo, 
107. Is assistance bel~g ~ad e a~ai1able: 
[i"ricL,:!e cnly ap;Jlica:,le ;:~r:t;r:ph -
:.~., a, b, :tc. -- ~ .:·. ·;c~ ccr:"E-::,·:r-cs 
:osc:;r~es of fur,,:js used. If l.·:re ::'::n 
ene fund source is ~sed ~or assis';ance, 
incluoe re1evant ~aragra~h for each f~~d 
source. ] 

~ . 

ANNEX III PAGE 2 - "-J 

All commodities financed by the assistance 
will be provided by' u.s. private enter
prise. 

The Loan Agreement will so provide. 

Syria is not an excess currency ~ountry. 

(a) The assistance will support the 
economic stability by finanoing the 
foreign exchange costs of imported com
modities necessary to the Syrian economy. 
SYl::ia is among the twelve SA countries. 

N/A. 
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United States Dolla~s interest at the rate of two percent (2%) per 
annum du~i~g the grace period and three percent (3%) thereafter on 
the outstanding undisbursed balance of the Loan and on due and un
:"aid ini:.e~est, 

2, Other Terms and Conditions 

(a) Unless AI~ otherwise agrees in writing, corrmodities and 
related services financed under the loan shall ha'!.: ':.heir origin and 
source in the United States of America. 

(b) The Loan shall be subject to such other terms and conditions 
as A-ID may dee.'Ll advisable, 



1. BAC:<G?CtnTD 

1.1 Political and ~conomic Considerations 

The U.S. is providing assistance to ~he syrian Arab Republic 
(S.!\RG) in order to encourage the furt."-1er development of U. S. -Syrian 
bila~eral relations and to assist Syria's economic and social develop
mene. A detailed econemic background of Syria is contained in Annex 1. 

1.2 U.S. willingness to participate in syrian develofQent is one 
of the most effective ways of achieving L~proved relations while also 
assisting in the nation's economic growth. In a broader context, the 
U.S. objective in the ~iddle East is to help Syria and other nations in 
that area =ollmv a peaceful course in · ... 'or~ing out tr.eir differences. 

1.3 The Syrians are searching for ~ays to accelerate the pace of 
econemic development in order to meet the expectations of their people. 
~hile some progress has been made in recent years, Syria's needs for 
social and econemic develofment are extensive. Financing Syria's 
development re~uirements is beyond the capacity of Syria itself or any 
one for~ign doner. The Syrians are interested in U.S. participation in 
development projects. The Syrian Govern.r:lent is also prepared t:J open 
the door to the private sector. U.S. assistance also helped to reestablish 
U. S. -Syrian com;ner::ial contacts · ... ·hich 'Nere se'JerE:Q durir.g the break in 
diplomatic relations (1967-1974). 

1.4 U.S. Assistance Prc,gr~, FY 75-78 

The purpose of the A.I.D. program in Syria is to assist Syria 
in pur3uing its economic de'lelopment program and to help in i.-r:proving 
U.S.-Syria relations and the cause of peace in the ~iddle East. In FY 
1975, the A.I.D. progr3m totalled $83 million, consisting of a $48 
million loan for the L~frovement and expansion of the Damascus ~ater 
supply system; a $30 million ce~modity i~port loan fer agricultur3l and 
construct.ion ec;:ui::::nent; a $4 million '.;rant to fir.ance tec::nical ser·l':'ces 
and feasibility studies; a~d a $1 ~illicn grant to =~nd technical training 
in the U.S. =or Syrian ~evern~ent :Jfficials. 

, -_.:> The :Y 1976 and Tra~\si-:i:::n ~ua:C7:2:::- ::::ograrn t01:al2.ed S~5 i'1illion 
ccnsi3'C.i:1g of: a i.8a:1 :or ~l:e ::o!"".3~::.-:.:cticr: 0= ~:"'.2 :a.::~asct:.s- :era I 3. ::i;:"'!·.\~a! 

($·15.9 million); a secor.d loan fer '.:l1e furt.~e!' i::1pro'Ie.r:!ent of t:-,e Da.":1·~':;c'.lS 

'.,rater sup;::;ly systS'TI ($l~. 5 :nillion) j a. loan =::-: cor.t::a.o::t. ser'iices C'.r:d 
cocrncditi23 =:Jr a. ~~9hr3tes 3asin !rrigatio~ ~ai~tena~c~ ?rojeo::t (5~7.S 

million) j a s::an'.: oE 51.25 :ni11ion to =ir.ar:=e trair:i~s in t~e U.5. f~r 

SA~~ officials; a grant of 5:.~ ::1illicn :~r ~~2 i~~2:~;~2~t ~: ~el:=~ 

. , 
,s"I.:::-. 3.3 :':"!.--2::3, 
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1.0 ~f A.I.D.ls $80 million ?Y 1977 Loan/Grant prog~~ for Sy~ia, a 
~40 r.:il:ion 103.:1 'Has authorized to :telp finance Sy~ia I s com.::lodity import 
prog~am. Lean proceeds are being usad to procure machinary and equipment 
necessar:r ::0 support agricultural land development, crop production, pro
cessing and ~arkating, and o~her sectors of the aconomy related to overall 
food prod'.l::::tion. The balance of the FY 77 program cons:"stE.'.d of a loan for 
Rural Electrification $34.7 million); a grant of $3.S million to finance 
£'.lrther tect:1ical services and feasibility studies, including agric~lt'.lre 
and trans?ert sector assessments; a grant of $0.983 million to fund training 
in t~e J.S. for additicnal SARG of:icials; a grant of $0.432 million for 
Engl.ish lang'.:age training; a $0.335 l':1i11icl1 gra:-,t for heal tn servi::::es; and 
a S:S,vCO disastar relief grant to help ccmbat the cholera epi~~~i= in 
SepterrJ:::er 1977. 

1.7 In Fiscal Year 1978 a Development Imports Loan in the amount of 
$20 million was auchorized and signed in August of 1978. ~ine million of 
this loan has a maturity of thirty years and the remaining $11 million has 
one of fo~ty years. A project lean of $60 for the design and ::::onstruction 
of a ma~cr coastal highwa:r was the other FY 73 loan obligation. The 
remai;-,c.e:: of th-2 S90 mill.ion ear::1arked :or the Syr:an .r..r3.b 2epubli:::: con
sist~d of granes. Ona of $2 million was for ad~itional technical se~'ices 
and feasibility studies. ~thers were for ccnti~uation of on-goi~g projects 
~or ~nglish L3.nguage Training ($S60,~SO); General ?ar~ici;a~t Training 
($850,080); and Seveloprnent of ~eal~~ Services (S3~J,JOO). Two new grants 
were signed, o~e f~r S4,J5J,GCO ~~r a Tsch~ic~l ~ealth Institute ?roject 
and one -Eo::: $2,200,0C'0 for a Soil S'':'C''12:;/Land Classi:ication 9roject. 

1. 3 T:'e?Y 1979 progr2.:n is cu.::-rentl:/ planned t:J ir:c lu:'e I o.long ' .. :ith 
t:'1is pr::;:o.5ed ?:ro~r2.J."'TI lCdn 0: .s2J :7::!.:lio:1, loa~s ~or ;:.r:p/'i:-:ci.3.1 'ti3.ter 
supplies, rural roads a~d rural sc~cols and approxi~ately 51S.6 ~illion in 
grar:ts. The gra~ts in~l'.lde f~~~in; ~~r cn-going ~roj~c~3 in ~ngli3h 
Lan;~age T:::aini~g, General ?~r~ici?an~ 7raining and t~e ~ec~ni=2.1 H~alth 
Instit:':'-:'e. :JeT..J ~~3.:1t3 a.re f:lan:--.e':i :0-:: .::"9::i.cul:'ural :=:c'.lc?.t.i.O:1 a.,::c ?;3s-:arc:::, 

,,- .. ." 1 1 ~-... ..:. .'1 __ ..... _~ 

Se:::vices and ~easibility 5tu~iss. 

~!-:e~-2 ~2.."l2: ::s~::. ::>t:~ prev'':'~us ,:c,:r..l~odi t~/ .:.Z'.;;crt -:'~·~e ':''J2:--'.5 to 
Sy:::ia. An ex;l~~a~i=n 0: the deve:=;~en= of sac~, t~r~u;~ :ctoter 1?7S, 

http:Engli.sh
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2. LOAN ';t:STIF!C.:~, .. TICN 

2.1 The P~oposed Co~~ci~y Import Loan 

Development in Syria relies on the importation of commodities 
suc~ as :nac~inery, equipmer!t a.."1d the associated mechan:"cal technology, 
all of whic~ are a~aila~le frcm t~e t:nited States. The proposed loan of 
$20.0 mill:"on will ~inance development i~ports including equipment. 
mac~i:1e~y, ar.d spares '",,~ich t....'-le Syrians need to proc·.lre from the ~n~ted 
States to 'ls.3ist in their c.evelopment progr.:!..":1s. 

2.2 In order to ixprove and expa:1d the en~ire agricultural sector, 
~achi:1e~l ".~·':'11 te r.eeded :'0 tui~': !."G2.-:'5, i!:"~:.';=.'":iGr:. st!' .. ..:ct.ure5 3~:::"1 3.S ~ams 
and :anals, a:1d ~o:le.3.r ar:.d level land. In spite of "C.l;8 SA?G IS ger.eral 
ban 0:1 :"':lports of motor vehicles ar.d truc~s, truck i:nportation '",ill be 
per.nit-:ec. '.:ncer thi.3 loar!. The S.;'R.G has requesced =inancing, (under 
L0an 276-~-017 for FY 1378) for over 1340 units of chassis for trucks and 
~uses. As t~e expected cost o~ these chassis plus spare parts will be at 
least $3 ::lillian mere t::'an the funds available ur.der loan 017, a portion 
of :he new lean will finance t~e balance. 

2. 3 B~' ~he 52--:':e token, O:1::"Y slig':'.tlj rno~e than $3 r:1ill:"en is ex
pected to be available u:1c.er loar. 015 for the purchase o~ equipment for 
~~":1ascus U:1iversity whereas the SA~G's request ar..ounts to $8 million. 
Thus a s~or~~all of atout 510 million bet' ... ·een ea::-lier loar'.s ar.d fiIT.l 
SARG =equests exists to be fina.r:ced ~."ith t~is loan. '!"he USAID under
stands t~at it will shc=~ly receive new requests for additional medical 
equi;.=Z<'.er:t for a }~idney transf:lant uEit. :·!ore dc;ricult<.:ral Cr3.ctors and 
addi~ional constr~:tion equi;ment will also ~e ~eeded ~~r the Jevelcpment 
of agric~ltural land in the EUFhrat23 aasin. 

2al3.!1ce 0: T""I:::lI ........................ .... :; _"'! ..• c.~ __ = 

ir.ccr.,:::!.e:'e :':1 ~Ia:,,~:-r ~es~ects ~::.":' ge:-.er21~lY' C1..':~ of ..::a-:'2. :·!:'li:'a:-y :':::;c!:''t.s 
and 5Cr:1e fo::-eis~ fi:1anci~g ~ay te disguis2d ~r crnit:ei. Receipts ='.!-:s~de 

of =fficic .. l c:-.ar.::e13, ~ar-,;el~r ·.l:-.::e~~i :'2G. ~:St1i :.:'a::=~s :r:.m .syria~:3 ~'icr~~in? 

abreac, are subs~a::.ti.c .. :', but 1..1n:.':'1 197'7, u.,eS~i:-1a;:2i. T~e ~3.~le ;:2lct,.; 
It does r:o =ore t~an p=ovide general 
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Syrian Arab ~epub1ic: Balance. of ?ay~e::ts Su-n-ary 

C-:lcds a~d se:-"l:'ces 
::-ace '~a1a~ce 

EX?c:-:s (f.o.b.) 
I::rpor:s (c.i.f.) 

Rece.i?:s 
?ay::.e.~:s 

0:::'c:".3.1 

~o~=one:2~: ca~ital (~e~) 
Pr:' ... :a:e 
O::icial 

ass::s -i 

(:3/ S) 

" I :::=.::..~=.=.=--: ... 

(In millions of U.S. dollars) 

1974 1975 

-294 -621 
-339 -618 
(783) (943) 

(-1 ,,') ,--- (-1,561) 
45 -3 

(359) (359) 
(-314) (-392) . 

460 715 
45 53 

416 662 

-1 -10 
17 19 

-17 -28 

-7 -5 

(-) 159 "'0 , -

-159 ... ,~ 
-/";f 

" ~"" .. _ • I.;..:.J 3.55CO 

1976 197i1.1. 

-1. 226 -1,411 
-1,205 -1,548 
(1,065)'1 (1,077) 

(-2,Z70)~ (-2,625) 
-21 137 

(315) (385) 
(-,.;:, ) 

JJ~ (-243) 

454 1,244 
53 93 

401 1,151 

270 317 
72 88 

198 229 

-17 21 

-520 171 

5:0 -L'l 

3.~~,; 3.9,:CO 

_::::l .. :::==: :':=-~:::-~5 .:,: ::,·:::=.c::.;:.:.:.:::t ~J:'':: ":1_4"::::~ _. S2i~ ::.::':":':":=.. 
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2.5 Syria ~as sonsistencly ex~erierced a balance of trade deficit 
which has gro\~ ~=eatly over the years as the pace of development i~
creased the need for i~?o=ts at the s~~e time the growth exports, 
?ri~arily crude oil, ~octon and phosphates and has slowed due to changes in 
t!1e ',.;orld market. '!'hroug!1 1975 however, Syria's overall balance of pay
ments and its reserve position apseared favorable because of receipts 
for ser',ices and trans::er pay:nents from the Arab oil pruducing cOl':-,cries 
and Syria:"'.s '"orkinj abroad. 

2.6 I:1 1976, t·,..,o ever.ts occurred ·..:hic:--. revealed the fundamental 
',..,eakness -::f Syria's bali:!:1ce of oa'.rments !?Osition. First, Syria's oil 
transit agreement with Iraq terni:1ated and '"as not renewed due to a lack 
of ag=eement on transit payments from Iraq and the price Syria ',..,ould pay 
to Iraq for crude oil. This depr.ived Syria of a source of receipts for 
services and che preferentially priced crude oil which it needed to blend 
with its own hea'~', high sulfur crude to permit the distillation of gaso
line and other light distillages. It is still too early to tell whether 
the poli~ical reconciliation between Syria and Iraq i:1 actober 1978 will 
lead to a new oil a;=eemE.:1t cet'Neen the t',10 countries or 'Nhat its ecor.cr..ic 
impact ~ould ~e i~ such an agreemen~ ~ere concluded. Additionally, Syria 
bec2..!:1e ir.'lolveci in Lebar.on ' .... hi,::: :::iqht :-.avE: cau3ed a large outflow of 
::ore.i.;:1 exc::a'.0e, and at the s~e tiDe ::lay :-.~·.'e ceen res;::;o:1sible -:or a 
decli~e i~ t~a~sfer pa:~en~s to Syri~ :=o~ ~~e A~ab o~l produci~g stat~s. 
Also, the flight of Sy=ian workers from Leba:1on had an impact on receipts 
outside official channels as ~ell as an private ~=ans~ars through official 
channels. 

~. 7 ?acad ·,..,ith a c.eteriorati"g balance of payne:1ts situation, the 
SAEG ir..posed severe l.mFort restrictio!",s in earl:! 1977. These res~ricti0ns 
consisted of liDiti~g issua~ce of Letters ~f Credit to public sec~or 
orga:1izaticns anc. net selling gover:1mer.t o~nec. fo~eign exchange to private 
sector a=gan~zations. ~he Syrian ~over:"'.~e~t relies en such rest=ictions 
rather t::~n ta=if::s, ~~ccas or c.eva~~ation to jiscc~ra;2 i~ports. 
does atte~~t to dis,:ou=~ge the d2~an~ fer i~pc=ts thrc~;h fiscal 
buc it does nc~ :::anage t::e f~scal tools avail~tle to it for this 
fully nor dees it att2~Ft co CCI:1pensa~e fa= =he c~rrent accc~nts 

:neans, 

by attrdc~ing cari~al =~rough r~ising inte=~st =a=es er ~ond sales. T~is 

=l=x':"bi~i~~' i:-. -:::--~oo5i:-&'.j t:;,e :-:1ear..s b:: · . ..,·~ .. i,::~ t::e S .. ~?'G trieS to b3.13.nce acco'...:.nts 
a~d ~~s qer.erall~ lirnitec. ::iscal rnanagement seem f=orn political constraints, 
the i!:=lexit;i:it::~ of i:.s =en:'!:,:3.11~/ ::lc..naged ecor.cr..~/ =..r .. d ac-~i:,-is-t:!:,3."::"'/e 

problems dua co 3:1 ove~sized, cau=ious and tradicicn bound bureauc=acy. 



2.8 9y the last quarte~ of 1977, im?or~ ~estricting measures had 
taken e==ect with the monthly average value 0= imports falling from SF 924 
million ($237 million) for the :irst 9 months of the year to SF 365 million 
($94 ~illion) for the ten~~ and eleventh mon~~. Exports fell slightly in 
1977 due to a decrease in crude oil production. This produced an overall 
deficit of ~1e balance of trade of SF 5,500 million ($1,410 million). The 
full impast of the termina~ion of the I~aq t~ansi~ agreement was felt in 
1977 with such re:eipts falling to zero and representing a loss of SP 12C 
million (S31 million) as compared to 1976 and of S? 390 million (SlOO 
million) as compared to 1975. Transfer Fayrr.ents improved somewhat pre
sumably reflecting the trend to'tlarLl Feace in Lebanon. The private part 
of these trar.s:er payrr.ents increas~d a little, coming from Syrian workers, 
some of whom returned to Lebanon but most of whom passed throug~ Syria to 
~~e oil prod~cing states. Public transfers from the oil ~roducing states 
increased by SF 1 billion (S256 mill.lon). Capital flows ' .... ere down somewhat 
because the temporary inflow of pri'/ate capital due to the Lebanon situation 
reversed itself and slow project implementation affected public flows 
negatively with disbursements of public capital estimated at SP 1,400 
million ($359 million) and repayments of public capital estimated at SP 6JO 
million ($154 million) . 

2.9 The :1ission report includes an estimate 0: receiFts outside 
offic:al channels for 1977. This figure is not available :or other years. 
These receipts are believed to be the remittances of Syrian '..:or~<ers abroad. 
Since the SARG has liberaliz~d its control of these remittances and private 
sector imports, the remittances provi~e a source of foreign exchange for 
private sector imports, the remittances provide a source of foreign exchange 
for pri"/ate sector i;nports. The :·!ission estimate of this flow is SP 1,450 
million ($372 mi11io~). If it is taken into acsount it reduces Syria's 
net deficit from SP 2,2,0 million ($582 million) to S? 820 million ($210 
million) . 

2.10 Not even parti3.1 data are ~'et availa;:,le :';)r 1978, and it is 
difficul~ to ;redict what ~il! ~ap?en in 1979. ~he ~at~re of Syria's 
major exports, cru~e oil, sot~on a~d ~hosF~a~=s, co ~~t le~d t~en~elve3 
to rapi~ expa~sion and are vulnerable ~o worl~ ~a=~e= co~~i=icns. Since 
Syria is planning to increase refining capacitj to pe~it it to use more 
of its crude production for domestic purposes leaving ~ess crude available 
for expo~t, ~e believe eX?Or~3 ~ill conti~~e to s~ow 3~a:i jec1ines over 
t~e nex~ s9?era1 7ears. 
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severe re~trictions would seriously limit the over~ll growth of the economy 
ar.d more im;ortantly have a di=ect :1eg~tive impact on the implementation of 
Syria's economic development plans. The restrictions fall most heavily on 
public sect:or cnterpris' s · .... hich are largely involved in ir.tplementing 
de'/elo~nent projects .• 'he pri'/ate sector, as r.oted above, has an alternative 
source of foreign exchange. 

2.~2 Assuming ~ll other elements of the balar.ce of 9a~~ents remain 
essentially unchanged, including official transfer 9a~~ents, with exports 
dec~ining sli~~t~y 3I,d inports beginning to rise, Syria's balance of pay
ments Dosition will show an improvement in 1978 as a result of the re
strictions imposec'. in 1977. Hm,:ever, the L'11provenent ',·:ill be at the expense 
of growth a~d development since it will be achieved l=rgely by cutti~g 
development L'11ports. ~'le ex~ect the pressure for development on the SARG 
to result in a loosening of restricticns, producing an increase in the 
trade deficit in 1979, and on balance, we conclude that Syria will require 
additional forei~n exchange in 1979 and 1980, when this lean will be dis
bursed, to fir.a:!ce develop:\ent imperts. The proposed ~.ID loan of 520 
!":lillion ,,,,ill pe1.--::1it Sy-.ia to increase its imports for de'lelopr.,ent. 

2.13 Syria's .2ser',es declined in 1976 to an :L'":Icur.t e'~'Jal tG a!::out 2~ 
mont:-,s of LTLports or abol.l:' $471 nillio:!. In 1977, "C~le cha.:-;\~c i:1 :1et assets 
due to the balance of payments deficit · ..... as actually a c;"a:"'.;~'. in gross 
liabili ty rather than a decline in gross assets. Syria:3 borro· .... ing 1:0 
cover its deficit. The SA!\G' s ~!inistry of :ina:lce records of exter:1al public 
debt, excluding debt of less than one year maturity and debt related to 
national secu=ity, shew a rapid increase between 1370 and 1975 ~rc2 $258 
millic:1 to 5453 ,!':illion. Debt repayrr.e:1ts i::crs~seJ fro::l $J; ~El':'on in 
1970 to 5133 million in 1976. ?epai''i11ents are belie'!ej to h.:!ve !::o:::er. about 
5250 million in 1977 and are expected to rem3in at that lev~: u~til 1981 for 
debts alre.:dy inc 1!!·re·=.. 3:':-,ce '::/r13.' 5 ba~?nc'2 of ?~:::ne!'.:.s de=ici:. · ... ·.:.11 
conti~ue to ;:rcw, additio~al debts will !::;e in=~rred := the def':'cit ':'s not 
covered by tran3fers frcm the oil frod~ci~g states. Gi7en Syria's sharp 
i::c=ease in external debt a::d ~iD's i::terest in s~?porting Syria's 
develofment effor~, the F=o~osed 10a:1 should ~e ::lade at concessional or 
r.ear cor.cessional terms. Fi'lally, 0"iven t!;e ~ene!:"ally :a'/orable lone; term 
pros~ects for the Syrian economy we conclude that t;"e :repaJ~ent pros~ects 
on these te~.s are reasonable. 
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2.14 Other Donor Assistance 

In recent years, Syria received consider~le financial assistance 
from international donors, principally from the A:r:ab oil exporting nations. 
The composition of the donors changed substantiaLLy between 1968 and 1975. 
In the first phase (1968-1970) East European gove.rnments and the U.S.S.R. 
in parLicular, were the main donors, providi~g 70-90 percent of Syria's 
external concessional financing, or a total of about $200 million excluding 
military leans. D~ring the second phase (1971-1973) the Socialist Bloc 
share declined to between 50 a~d 70 percent with an increased contribution 
from internation~l organizations, DAC governments, and Arab oil countries. 
In the third phase (1974 o~ward) socialist bloc loans declined further in 
percentage terms, and there has been a signi::icant i~crease fron ~he Arab 
oil-producing countries, beginning with commiL~ents made at the 1973 F~bat 
Conference, est~.ated to be about 5500 million in grants, of which Saudi 
Arabia, Kuwait and .~u Dhabi provided the largest part. Putlic transfers, 
such as a budge~ support, have consequently increased dra~atically. In 
1970-73 they averaged abou.t 535 million per year, while in 1974-77 they 
have averaged about 5S00 million per year. At present, the U.S. provides 
about ten percent of the assistance provided Syria. 

2.1S The risks of relying so heavily on foreign transfers to 
finance develcpmen ~ expendi t'Jres became strikir.g 11' e',ident in 1976, ",hen 
such transfers fell to about 5225 ~illion. The inflexibility of develop
ment expenditures cat:sed Syria to era' ... dO'.m reserves by some $400 million 
and to incur substantial short-term debt. Transfers during 1977, were used 
to repay this debt, leaving reserves at a Ie· .... , but acceptable level. 

2.16 Loans from bilateral sources and international organizatiens, 
which increased after 1971, and furLher ~fter 1973, began ~o be disbursed 
in signi::icar.t 'O.,rno'.mts in late 1973 and 10174 (about Sl~O ::1i:!.licn ;,:er ~'ear) 

This increase:' dr~rr.atically in 1975 to a=ouc $260 millie::, a=-:d '.vas up to 
abo~t S3S0 million in 1976 a~d 1977. 

3.1 Syria=-: ~c?ern~ent I~?or~ ?rocedures 

The ~a~=r~~y o~ Syri~'s ~::1~Or~3 ar~ ~a:-:dled by p~blic 5e=~or 
~=a~~ng ag2nc~es. :~e ~ubli= sector ~r~~i:-:g ~gencies are ora~nized as ~~e 

~~c. -::: ~.-,.,. ..... - .. ,----
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1. The ?oreign Trade Organization for Machinerv and Equipment 
(Aftcnachi~e) is the excl~sive L~forter of automobiles, 
ambulances, buses (both inter- and intracity), microbuses, 
vans ~~d tires. Aftomachine also imports all kinds of 
construction equipment. 

2. The Agricultural ~achinery Distribution Ccmpany (A.M.D.C.) 
is the exclusive i:nporter of agricultural tractors and 
implements, harvesters, combines, and other agricultural 
machinery and equipment. Other equipment used in agri
culture, s~ch as front-end loaders and traxcavators, etc., 
can be imported by .:;'.:-1.D.C. as ",ell as ':...'1e private sector 
with the license being issued by A.:LD.C. ,,.;hich receives a 
co~~ission payment. 

3. T!1e :!inistry of Eiq!1er :::c.'Jcation has al::-ead'l been the 
importer of AI~ financed co~~odities for on~ of the hos-
pitals under its ac.ministration. Additional medical equip
ment is expected to be purchased, and the requested procurement 
for equipment ~or Da~ascus University and the ~arine Biology 
Labora tori '-;i 11 be ::and::'ec b} t..':.e ;'!inistrj. 

4. The ~inistry of ~ealth ~ill purchase a pre~abricated warehouse. 

5. The Syrian Arab Irrigation Construction Company (SARICC) 
'.-Ihich op-erates under t!1e :-!inistry of Public :;.;orks was desig
nated by the Prime :1inister as an importer 0: equipment used 
in ~'1eir construction contracts, ar.d received an allocation 
of loan fOJr.ds by the State Planning Cornmission. 

3.2 In additior., inc.ividual ministries and agencies ~ithin ~inistries 
can also iT.pcrt commoditieS. 

heavy constr~ction machins~~' ~cr ~Gad and c~~a: b~iljing and ~aintenance, as 
~ell as a;ric~lt~ral and irri;a=io~ ~ac::inery and su?plies. 

3.3 As ·,."i1:h past loans, t."-le State ?lar.ning COmr:l.issior. (the :-1inistry 
of Planr.i:'!;) ,,,ill :-tave ~':e coordi~ati<Jn res;:onsibil:"':y ~or i::'.~12De"t.3.tion 

c'f t.~e loa::., .3.32~..!!.'"ir .. g t...~e allccaticn :Jf lean f'.lncs i:-.. accorcar.cE: -,<.i' i t:-. the 
S~?:'s ~ev~:~;:~e~= ;ri8~ities a~~ ;:a33i~~ ~:J'5 ;::-oce~~ra: re~~i=e~e"ts cn 
to t~e ~ur=~asi~~ ~=sani=a~ion3. ~::ile r2q~es~s ~::-c~ varicu3 gove=~~e"t 
age~:i~3 ~:r ~i~a:1:i~~ ~~~e 2x:22~ei ~~i are ex~ec':ed ~o =cn~inue sur;:assi:1g 
':~e s~ai:a~i:i~oo =~ ~~~~s, ~e:ays ~ave teen a~c 9r=~abl? ~i!! ~e e:1co~~tered 

-,.... ~ .... ',' ~ - .. 
;:------: 
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3.4 The loan funds are expected to be '.ltilized !Jy the S;\RG :or public 
sector imports only. Private sector imports consist generally of small 
value transactions, and it is doubtful that any meaningful utilization of 
the loan by the private sector will occur. Except as otherwise stated above, 
the SARG does not encourage procure.rnent by the private sector at present .. 
since foreign trade is still conside~ed a public secto~ monopoly. P.owever, 
some libe~alization of this position may occur in the future. In fact, 
Aftomachi~e now plans to make private agents/dealers responsible for mai~tenance 
of equipment. It is not practicable to push the issue 0~ increased private 
sector participation with the SAP.G at present, other than making private 
sector i.::1F0r-ts eligible for AID financing. For some corrnr.odities imported for 
distribution to the private sector, such as farm tractors and implements, 
pick up t!"Ucks, etc., the Hission ' . .,rill try to persuade the sp..r\G to make some 
loan fu:;ds available to local distributors of P-.merican manufacturers for 
financing of the equipment they can sell. This financir.g method ' .... ould 
assure utilization of the AID financed impcrts, and the distributors would 
be made responsible for their mainte~ance and repair. 

3.5 JI.ID Co:rmodi ty Import Procedures 

This loan ..... i11 operate with an ey.pa~ded comr.,odity eligibility 
listing. Items eligible for financing will include those items normally 
eligiole for ~ID financing, as defi~ed in AIC's Commodity Eligibility Listing, 
in the following categories: Road building and heavy construction equip
ment, transport equipment, agricultural equipment, industrial machi~ery 
required to process agricultural products and medical and educational equip
ment and supplies. In addition, a broad range of other industrial machi~c~l 
needed for Syria's economy will be eligible. The list ~f eligible items is 
provided as an attacn."TIent to the Cornmodi ty Procurement Instructions ' .... hic:. is 
transmitted to the Sor!"o' .... er , .... i th the first Impler::entac:ion Letter. SA?,.G' s 
decisions regarding the types of equipment it will import will be reviewed 
in terms of this list 0: eligible items. 

3.6 ;':::;)'5 :::andar-d cC::::lodity financing proce.:3:..lr-:::3 as set fortr. in 
AI~ Regulation 1, shall app17 to all transacti~n3 undar this lean. Procu:e
:::er.t of cO!rJr;cdities and cornrncdi~i'-re1at.2d s2r'lices · .... ill Co2 restricted to 
u.s. source and origin as defined in A.I.D. Regulation 1. 

3.7 1'::'e Loan Agree~ent ·,;:'ll con~ai~3. prc';isicn lL":1i ting to Sl :nillion 
~:-l.e 3!:"~C1...:!" .. t c: co",r.cc.iti-as or co:n..rnoc.ity ~elat.e1 5e=·J:'=e5 :-:::: use :":1 ,:c:-.3~~:.:cti:-.g 
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3.8 As the loan funds are expected to be mostly utilized by the public 
sector, formal competitive bidding procedures in accordance with Section 
201.22 of AID Regulation 1 will apply. USAID will recommend waiver of these 
procedures in favor of negotiated procurement only when procurement of a 
propriecary item is invo~ved, when proc~rement on an emergency basis is 
necessary or in special situations ~vhen it would be impractical or inconsistent 
wit~ t~e purpose of the loan to require formal procurement procedures. 
Assistance of an AID Supply ~anagement Advisor has been available to the 
Syrian Government since the inception of AID's procurement loan in FY 1975, 
and the CSAID >lission ·...,ill continue to provide this ser'!ice durir. g the 
ir..plementa tion of this new loan. The CSAID Suppl~' :'!anagcment .;dviser and 
his Syriar. staff '.d:!.l help the buying org2.:'.ization deteIT.li:'.e requirements, 
establish specifications, develop IFBs, ccr.muni:::ate with pocential U.S. 
supplier, ~ake and use c~ecks, and generally assure that procurement is 
conducted in accordance with AID procedures, standards and practices. The 
services of the Regional Legal Advisor in Damascus are also available. 
Shor::-t:er::1 co .. tract services can also be arranged for revie~vir,g the need for 
and establishinq specifications of specialty items, as has been done in the 
past. 'I'he State Planning COi7lmission has now been thoroughly briefed on 
reporting requirements for arriv2.1, customs clearance and utilization of 
';1D f:':-.anced ccrr.rr.odi ties. ~hey have a::::::epted all of \..·S.;IC I s reco!":'.I:1endat:'ons 
on this subject and have passed them on to the designated iIT.porters with 
their inst:ruction that these reports be ~ainta:'ned in proper fo~ and made 
available to aSAID on a twice yearly basis. 

3.9 Imolementation ?rocedures 
= = 

Experience with the FY 1975 Agri:::ultural Inputs and Production 
Loan (276-J-'J07) has shmm that there are several obstacles to d:e s::loo:.h 
operation of a co~ .. odity i~?Ort program. One prob:!.em is the need for the 
':la:ri,Jus i~9cr':.~!:'s to :-l.a.,e all ~!1eir i:r.r:l.c..r:1en~a.t':"on jecisicns a;:t:ro'f!-::d by 
tig~er 1~':-21s CJ: t:1.e 2 .. ;:-;'.G :::u:rea:..:cracy. Fo!:' e:':~"7lFl~ I .;ftc:r.tac~:':-.e very ~:ro-

aC~"7l':'r~ist.-2rec. t.:.'"'i~ c~enirlg 0: t;"= bids; '23t:.a:Clis:--:ed t·,·;c c:j:-:-Di-:~E;9S to e~/al'J.a~e 

the offers frcm a technical ;oin~ of view; :::c~~lie~ ~i=h ;r~ce~~ra: ~e~1er 

provisioD3; and ~ade che final a~a=ds. Ho~ever, all ~hese ac~ions had to 
receive approval from a higher govern~ent authority. The signed contract 
awarjs ~lti2ate:!.y ~ad t~ be sancti=ned by the Su;re~e ~:::onGmi::: C~~nci!. 

~::'::"3 :l;:!=':!:"O~;·::':' :.::-::ceS5 ·..,i.:l ~C7:~':':--.~~ -:'0 =e 3. ~~8=:'=~ :.:~ .~_-:le~ic.3.~ 3·J.P9l:"e~5 

beca~se of t~e ~any iela;s before they can =~cei~e a ~cr~2.ble :e::=2= of 
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with AID procedures and the lengthy SARG approval process will hopefully 
be reduced. While it is not certain which SARG entities will handle the 
implementation of the proposed loan, the heavy equipment (trucks, etc.) 
' .... ill probablj' be handled by Aftomachine; and the educa ti""nal equipment 
for the University faculties more than likely by the Ministry of Higher 
Education. 

3.10 Those SARG agencies familiar with AID procedures, such as Afto
machine, work more rapidly. Organizations, such as the ~!inistry of Education, 
which have not used AID commodity import loan funds before will requi~e more 
time and the assistance of AID's supply advisor and his staff. 

3.11 It a;Jcea~s rno~e than likely, based on the extent of requests for 
AID financing of imports received by the State Planning C~rrUl\ission, that a 
considerable n~ber of new import organizations will get allocations of the 
new program loan Lmds. This will ur.doubtedly cause new delays in imple
mentation until these entities, which are unfamiliar with AID rules and regu
lations, get themselves organized to effect rapid 18an disbursement. A 
disburse~ent period of two years from the date conditions precedent are met 
~ust, tnere£8re, be anticipated. 

3.12 Sisbursements 

In Syria there is a Central Bank and a Commercial 3ank (with 
numerous branches), both gover~~ent-owned. The Letter of Credit system 
is the most C8mnon method of financing imports, and there appears to be no 
problem in disbursing loan f~nds through use of AID's regular Letter of 
Commitwenc procedure. For the FY 1975 loan, the Commercial Bar~ was 
designated as the Approved Applicant. The same was done for the 1976 loan, 
but i~ turned cc:t ;:ha:: one irr.porter, the :·!in:'stry of Higher Education, 
could only cpen Letters of Credit through the Central Bank. The approved 
applicar.:: ~or the 1977 and 1973 loans, therefore, was changed to the 
:·~inistry 0: Stat:.e for Plannir.g .:'.ffairs 'di:.h all Government o'",-ned Syrian 
banks teir.g authorized to open L/Cs. This loan will follow the sa~e pro
cedure. 3ulk shipments and awards for ~cre than $100,000 to a single 
supplier 'Nill te financed throl1gh Direct Letters of Commit:-:ler:t to 
suppliers, saving both ti~e and money. 
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4. OTHER CO:-iSIDER;TI0NS 

4.1 Impact on U.S. Balance of Payments 

The long-term L~pact on U.S. Balance of Payments will be favorable 
because t~e proceeds of this loan will be sper.t on U.S. goods and services. 
This loan will ~elp U.S. supplier/exporters to continue to reestablish old 
trade relaticnships and c:!:'eate new ones for all the commodities finar.ced 
under this loa~ and will greacly enhance the expansion of the C.S. export 
market in Syria. Furthermore, future follow-up orders for machinery and 
spare parts will resulc in additional U.S. exports on a comme:!:'cial basis. 
In 1974, it is estimated that the U.S. exported slightly less than $40 
~llion i~ goods and se:!:'vices to Sy~ia. This ~rade figure increased 
1r~~ati=ally in 1976 to $275 million (including $105 million for the sale 
of Soeing aircraft). The U.S. Department of Commerce reports that in 1977 
t~is was $133.6 million and through October 1978, $103 million. 

4.2 Lse of U.S. Government ~x=ess Property 

Alt~ough some of these public sector agencies corrmodities may re 
for resale to farmers or for '..lse by the va:!:'ious public construction 
conpan:'es, it is not a~ti=ipated that significant amounts of local currency 
, .... ill be ge:-:e!:'3.ted. :or that reason a:'lo t.~e ur.necessary complications which 
' ... ·ould a:!:'ise if a system cf for.r.al or infornal AID involvement· in the use of 
lo=al currency proceeds were developed, it has been determined that a local 
cu:!:'rency control mechanisn is inappropriate for this program. 

5.1 It is recommended t~at a 520.0 million loan to the Syrian Arab 
?,epu.'.cli= ;::e at:.t~10rized to finar,ce irnpo!:'ts of selE:cted r.1achi:',ery, equipment 
and ct!':er cC::'..'TIodities s~bje=t to t~e foll':)·,·;ing ter:::s: 

1. Repayr.ent in ~ni~ed States dollars in no ~ore than forty (4G) 
years after the ~irst disbursement, including a grace pe:!:'iod 
of not to exceed ten (10) years a': 3.n interest rate of two 
percen-:' (2%) ~e!:' an:v..:.:.u :l~..:ri!"'"S' -:::-te ;:-a:;e ,::.:::!":cd ar:d t:;'1:"-2-= ::o:~
=ent (3%: ~~r an~~~ ,:~ereaf,:sr. 

?ree ~cr:~) =a:!:'riers ~i:: ~e fi~a~=ei. ;==~~=e~ 3. s~;~:ie= 
='9~:':'es ::J~ =.:-. .:: =.. :-=~-:':'::'':=''-:2 :: ::,::--.-;' .. ,"=..':'2.:-.:':1.::..:.-:.:. :: ·~.5. ?:'?a~ 
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3. The terminal date for disbursement shall be twenty-four 
(24) months following satisfaction of Conditions Precedent. 
The s&qG will be allowed 120 days to meet the Conditions 
Precedent. 

4. USAID will not attempt to exercise commingling control over 
CIP commodities for commercial resale or other transfer to 
Syrian public or private entities. USAID will, however, 
exercise control to a?sure that Socialist Bloc projects or 
companies will not be designated by the SARG as t~e importer 
of lean :inanced commodities. It is anticipated ~hat some 
loan-fir:anced commodities or equipment '.vould be added 
to the inventory of Syrian public sector::ompanies and, 
therefore, could be used in sup!7ort of numerous activities 
some of which would qualify as block projects. 

5. Such ot~er te~.s and cor.ditions as AID may deem advisable. 
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The Syrian Arab Republic covers an area of 71,000 square miles (185,000 
square kilometers). About four-fifths of this area is mountainous, semi
arid o~ desert. The population totals 8.1 million and is about half rural 
and half urban. More than 50 oercent of the population derives its income 
directly or indirectly from agriculture. Per capita income is estimated 
at about $800 at current prices. 

Public Sector Role 

The Syri~~ eC8nomy is dominated by the public sector. Until the mid-sixties, 
Syria had a largely laissez-faire economy, the principal elements of which 
· .... ere comme.?:'ce a:".d larse-scale agricul-cure. In 1963, following a change in 
lead::rs:'1ip, a program of land refor:n ' .. ;as initiated and about or:e-quarter of 
Syria's c~ltivated land 
ex~r8~riated and redistributed ~~ong state fa=:ns, c80peratives, and private 
far:ners. Syr':'a' s c8mrnit:nent t8 a publicly-o'Nned agricultural sect8r has 
waned, however, and at present less than 2 percent of the cultivated land 
i.; o· .. 71ed by the State. Public cymership in agricul t'Jre, nevertheless, re
mains important. Most_poultry production and similar "agribusiness" enter
prises are state-o"~ed. 

In the 1950's and mid-1960's, there were widespread nationalizations of 
medium- and large-sc~le industries, including oil and textiles, and the 
private sector was severely limited in its range of activities. ~hile 

public o·..mership remains the rule for industry (and all large industries are 
publicl~l o,,-::ed), the private sect8r 5-cill accour,ts for approximately one
half of the total :;:;p, The Fri';a te sector has ::lade i t5 :;reatest c8ntri;:ution 
to t::'e Sy::-ian economy in c8r.struction and services. 

~;~!."'icul ture 

Al;out. 6 miliion hectares, 0::- about 32 percent oE. t::'e total land area, are 
c'Jlti'lable in Syria. iJf t::.i5 ar..cunt, only a:::out 3.7 million hectares are 
under culti'lation at any give:1 ti;71e wit:, t;-.e remainder fallm.... Less than 
one-~enth of the total cultivable la~d is irriga~ed. 3ecause of irresula::-
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'!'he agric""!lt'.lral sector contributed 18 percent of Syria's G~r? in 1977. 
:·!ining and manufacturing yielded about 22 percent, ·,.;hile ser'lices (i:;cluding 
public administration) produced 51% and construction 9%. ~he relathre 
im~orta~ce of Syrian agriculture has been declining in recent years due to 
a relatively successful economic diversification progr~. Agriculture, none
theless, retains a predominant importance in the Syrian economy because it 
is the livelihood of a majority of the population and because it accounts 
for about one-~hird of total export earnings. 

Prospects for growth in Syria's agricult:ural output are good if the Euphrates 
River Basin development program is completed. This program is a massive: 
undertaking involving ~~e construction of a large dam acr~ss the Euphrates 
River at Thawra. Design and implementation problems h3ve been encountered. 
The eventual addit:ion, over the next 20-25 years, of 640,000 hectares of 
irrigated land is planned. If this occurs, the total of Syria's present 
irrigated land area will do~le,reducing the importance of weather conditions 
on agricultural out~ut. This undertaking, coupled with 5yrin's efforts to 
increase crop yields through ne',.; techniques, should make a substantial con
tribution to Syria's economic development. 

Petroleu:n 

~fuile Syria is not an oil rich country, revenue from crude production and 
re:ining a..'1d from transit charges on oil flowing to East (·!editerranean por~s 
from Iraq and Saudi Arabia reached about $750 ~illion, or about 30 percent 
of foreign exchange earnings, in 1975. The transit charge revenues are highly 
variable, :Co',.;ever, and, i:1 the case of Ira,:!, subj ect to :::-e'':1..:.rring political 
disagreements. Iraqi shipnents have been suspended since ~arch 1976, with 
a resulta~t loss ~f 5100 ~illion in annual revenues. ~c~estic prOduction of 
crude began in 1368 wi~h 1 million rne==ic =ons, rose to 10 ~illior. met:::-ic 
tons in 1376, and ceclined to 9.1 million tons in 19 7 7. ?rospects for 
crude prod~c~ion at about this lev~l =h=G~gh 1980 seem ;cod. ?eser'les are 
declining, however, and it is dif~ic~lt t~ judge the likeli~cod ~~ :::-eversing 
the c.e:;l:'r.e t~:r·::t.:.gh ne'N :i:-:ds. ~he!'"e a:-e ~cti~.'e e).~l.Jr3.~icn ;;!,"8<;~a...rr.s tei~g 

ca:-ried O'J.t in Syria, :',ota-bly ~y Amer':'c3.n firms. 

Refinery revenues have teen reduced some S300 ~illicn ~er year because of the 
cOr:l91ete st:>!=~3.ge 0: I~ac:::' c=~..:.de. Sy~ia :-:3.5 :~ad :.::, :'~port :::~~J.·:ie fro:n :""e 
~ni=ed Arab ~mi=ates a~d 3au~i Arabia to kee~ the :::-efi~e:::-ies operating. 
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UTILIZ.;TION OF PREVIOUS Cm!!-10DITY I~PORT TYPE LOANS 

There have been four previous commodity import type loans to Sl~ia. A $30 
million FY 1975 loan - The Agricultu~al Inputs and Production I Loan, 
No. 276-J-007; a $15 million FY 1976 T~ansitional Quarte~ Loan - The Basic 
Inputs and Prsduction Loan, No. 276-~-013; a $40 million ?Y 1977 Loan -
.;gricul tural :'Iachinery and Production I:1pu ts II, No. 276-K-015; and a 
FY 1978 Development Imports I Loan, ~o. 276-K-017, in t~e ~ount of 520 
million. 

1. Agricultural Inputs and Production Loan, No. 276-J-007 

The SARG originally allocated $30.0 million to the Agricultural ~achinery 
Distribution Company (A.M.D.C.). Invitation-for-Sids (I?S) No.1 through 3, 
if all items had been contracted for, would have committed all t::e funds for 
the items specified in G~ese tenders. However, A.M. D.C. decided to purchase 
only plows, planters, fertilizer spreaders, land planes, tractors and trax
cavators valued at $2,070,JOO under IFS No.3. Letters of Credit for the 
total ~ount were issued in ~~e second half of CY 1976 and cefore the end of 
the year the first three shipments arrived in Syria. All of these cor.modities 
cleared custo!::::: prior to April 30, 1977 and have entered the S~'rian economy. 

Subsequent to the cancellation of the pr::lpcsed proC'.lremen~ u::der I=3's 
1 and 2 and some items of I:S 3, G~e SARG decided to make the remainder of 
t,'1e loan funds available for the purchase of heavy construction eq'.lipment. 
The public secter Foreign Trade Crganiza tion for :-!ac:'1inery and Eq'.lipment 
(Aftomachine) was designated as the eligible importer. Aftomachine issued 
IFS No.4 in July 1976 and signed contracts for a total of over $26.2 
million (on a crF basis) for equipment a:1d spare parts " ... i th :i'le U. S. 
suppliers. T~e equipment included loaders, tractors, graders, and mobile 
·,.;ork shops for USe by t:--'e ;:ubli-:: sect:Jr c,::nst!.'"·..:c~ian ::::::-.;:anl.es ·..Jor~:ing O~ 

major irrig~ticn facilities 

Letters of Credit ~ere o~ened in ?ebr~ary 1077, anj all the con~racted
for impor~s arrived i~ Syria ?rior to the end of Cc~ober 1377, ~i~h the 
excep1:ion of a CiUa:1ti t:' of spa.re parts '.,'hich '"ere si1iI='?ed in the first half 
of cale::da.r year 1973. The re~ai~~er of the f~~ds =~~31i~g a??roxi~atelj 
S1. 7 miliion :.Jas used for t,,·o tjpes of rr.obiie shop e~'..:ipmer.t and for special 
tools. ~i~e ~~its of JO ton shop trailers arrived i~ Syria early i~ Cy 19~3 

....... -1', ___ • 
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financed equ.!.pmer.t. They are considered very useful additions to their 
equipment pool. Six self-propelled workshops also arrived prior to 
June 30, 1978,. and are no· .... in operation. After the arrival of all ordered 
commodities a balance of less than $100,000 remains in one L/Com and will 
be used for the purchase of additional spare parts. The loan is now almost 
entirely disbursed. 

2. Basic Inputs and Production Loan, No. 276-K-013 

A FY 1976 loan of $15 million was signed on September 30, 1976. The 
Condi tions Precedent to Disbursement ",f loan funds ' .... ere met by the SARG in 
January 1977. The funds w~re made available to finance imports from the 
United States of the same type of commodities as were authorizea in the 
earlier loan. The State Planning Commission received requests for utiliza
tion of funds from a number of ministrjes and state im~ort companies and 
organizations far in excess of the available dollar amount. CSAID received 
a formal request to use this loan to purchase tires and equipment for a 
cardiovascular surgical center, and IrBs were issued. Bids for the tires 
and tubes were opened in ~id-July 1977. $6.5 ~illion worth of offers for 
tires were received which met the bid specifications, but the ~ajority of 
::he bids 'tlere rejected because of high ;.::rices, and :>nly $1.2 millio!'": 'Horth 
of tires were purchased. LICs were opened in late Dece~er 1977 and shi?ment 
of chese tires and tubes was completed in June 1978. Another Letter of 
Credit financed by L~is loan was opened in January 1978 cOllering the equip
men t for -che cardio'lascular surqical center. The corrmodi ties arri.ved in 
Syria in ~ugust 1978. 

For the remainder of loan funds, Ir3 013-2 was issued on ~arch 13, 
1973, and bids were ofened on ~ay 4, 1978, for compactors, containers of 
different sizes, mechanical sweepers, landfill cornfactors and steam cleaners 
for use in sanitation. ~o s?eed up the procurement of t~e equipment under 
L'1is I?B, i:1 · .... hic:'1 the SA?G had a graa t interest, ~oth ;'.lJ/\o1 and t::e S.:;?G 
3.greed t.O '..lse dil:'ect. L/Coms to U.3. sUPFliers ra:.her tha.n using L,'C.3 t::rough 
banks. 

The :irs~ units of garbage trucks a~d all the la:1dfill =c~~actors "ill 
:::e shi;:~~d :.:-, :e,::e~e!" 2.?'7S. =':/ '::-:e -::' .. ~ 0: ;.;~i: :':?7?, a~l ::J!"::'==e~ ~:,.it5 

5[-.. ::'''::'-: ~,-= ir: 5~·!."':.3., ?.:-' .. = -:'::-2 2.-:-=:.:-:, ".vi:l ::e :i":".s::~":!,,3a:' -:~ .:.~ 3.;~r-=:<':':7.a,,:e !:a2..3.!:ce 
:~ S:~C,2S0. :tese re~~i~i~g ~~nds ~ill Fro~ab17 ~~ ~3~~ ~:r sc~e air 
po':':'.l-:.i-:;:--. e:'!:.l:'~r:'.eri-:, · .. i:--~:':::: ".~.:'':'': ::e ~·...:r=h="3~d :::':.; ~:~e er.c. -:: t:-.e ::3.:-2:-.. -:'2.= :;~a!". 
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3. Agricultural ~achiner,! ard. Production I:1put Loan II, No. 276-K-01S 

This loan of $40 million was sig:1ed September 20, 1977, and the 
Conditions Precedent to Disbursement of loan funds were met early in 
January 1978. The State Planning Commission received requests exceeding 
half a billion dollars for funding of equipment from the U.S. for various 
ministries, public sector construction companies, Damascus University, and 
many more public sector entities. After a screening of these requests by 
a number of committees in January 1978, the Prime Hinister's office decided 
what commodities would be purchased with the loan funds. IPB 015-1 for 
30 rear dump trucks was announced on 11ay 9th, with a bid closi:1g date of 
June 22. A Direct Letter of Commitment in the amoun~ of $4,512,497.77 was 
established in favor of Euclid Inc. This past August a competition was 
held for the procurement of crawler tractors and a Direct Letter of Commit
ment to Caterpillar Overseas was established for $8,042,707.52. A 
September tender covered 30 rough ter:::-ain cranes, and an a· .... ard • .... as recommended 
by the procurement committee to Grove in the amount of $2,869,350. 

There • .... ere two tenders in October, one for wheel loaders with expected 
awards of $6,254,385. The second tender is for the supply of excavators, 
expected to a"ount to $1,573,493. Aftom~chine is the importer fcr all 
corr~odities purchased as a result of these tenders. 

In addition to these formal tenders, AID approved a proprietary pro
curement waiver for: the supply of thirty five Caterpillar bulldozers and 
spare parts, and a contract for $4,213,225 was signed on October 23, 1978. 

One award in the amount of $627,560 under the garbage collection 
equipment tender is also financed from this loan. 

Two additional tenders for motorgraders will be announced in the near 
future, and several negotiated procurerne~t actions are already a:1nou:1ced or 
in the ~inal stages of preparation. They include esuipment for air po~lution 
monitoring, a r:lari;:e biology lao, an u:1interrt.:;:ted pm ... er s:.:pply for :)arnascus 
airport, ar.d a. pre:abricated · .... arehouse. :'~e r2:r.ai~der of the :'..!.!>ds under 
this 10a:1 ~i1: ~os~ li~ely be ~sed for equipment fer six faculties of 
Da'7\ascus l:ni'/ersity. .:.. tea'Tl 0: fo'.~r :':.S. experts is expected to arrive in 
Syria before t.:-,e er.s. of ;iovember 1978 ':0 prepare t::e 1i.5': of :-,eec.ed instr".l
rne:lts "md esuipl"c:nt and to deter.nir.e the met!1od of proc'.lrement after 
identification of the specifications. 

http:8,042,707.52
http:4,512,497.77
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It is not clear whether the previously expected financing of canal 
trimming and lining equipment will be AID funded. The equipment to be 
purchased will be mainly employed in a section of the Euphrates Basin for 
the development of which a World Bank loan is available, possibly including 
funds for purchase of this equipment. We are, however, continuing to urge 
Syria to consider an k~er.ican purchaser. 

4. Development Imports Loan, No. 276-K-017 

This FY 1978 loan for $20,000,000 was signed on August 21, 1978. 
The Conditions Precedent are in the process of being satisfied. The SARG 
has advised us that it will be primarily used for the importation of u.s. 
m~~ufactured vehicle chassis. Procurement will be handled by Aftomachine, 
and the chassis will be delivered to Metalco, a government company which 
is equipped wi~h modern machinery, for the production of truck and bus 
bodies and their assembly onto imported chassis. 

The £ollo ... ,ing types of chassis are to be imported: 

Com..T'['\odity Capacity 

l. pick ups 1-3 tons 
2. Tr..lcks 5-15 tons 
3. Dump tl:<.lcks 10-15 tons 
4. :--licrol::uses 20-23 passengers 
5. Water tankers 15000 liters 
6. Buses 50 passengers 

416 
308 
116 
309 

91 
100 

As the procurement of all these chassis ·".ill ccst more than the funds 
available in loan 017, either the residual funds under loan 015 will be used 
o~ :unds under the proposed loan wili be ea~arked for the balance that cannot 
be accomodated under the two earlier loans. 
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5. 

~~,; ,~n:=mc'a:;d !ssis:an~e ~~11 ~i~~~iy 
bt!le'fit :'''e n!e~y? If not, ~s th! 
Oe~a~n~ of S:l~! cet!~1ned t~!! t.,is 
eeve~: nas enca~!~ in e:nsis:ent 
~a~~~ :f ;~ss ~ioj!:icns :~ In:;r
nat~cnaiiy r!~:;ni:~d ~~~n ri~~!s? 

:~! ·:ov~r.-:::,:~~-: 

f!i1!~ :: :U! 
~f r~~~:ier.: ::u~:~y nas 
~:e~~a~! s~::s :: ,r!~en~ 

nar.:::;:s ~iJ=S ar.: ~~~e~ ::n~~i:~~ 
s~~S~~~C!S (!~ ~!~i~!~ :y :~e C:~:r!
i":er:sive ~rJ; !CUS! ?1""!v-=!"I':~c:"! a::c :: r.-::-: 1 
~~: of 1;iC) :~c:.;:;~ :r ;~C!ss:!~, in 
~hole cr i~ :!r:, in suC~ ::u~~:-~, or 
:~!ns:c~a~ ~~r:u;~ s~ch ::~~:~/I f~m 
being sci~ il1~~alTy wi:~in :~! juris
e.1c:~cn of s:.:c~ C:t.;n::-:., :: U.~. ~~ver."~ent 
~ers~nne1 or :~ei~ :eoencents, cr fr~~ 
e."~!rin<j :~e U.S. '.!r.ll'rlf:.;!ly? 

.... ,..'Jo .... -a,.· .-.as ~ ... o -:~-a-'.,...I "'.: 5·"·0 ,,"JI' •• •• ':' It., ~I" ~ ....... _ .... __ ' ... ' •• __ e. 
'a:!~1 n!~ :~.!: 1': , S ,,:: :::1:~: I : e~ :y 
t::! in~.!r~!:~:ri!' C'::=~iiis: l~V~!r.:? 

. ~ .... 
S:'1o!:.-;~e~:t ~S ::;: ~="2~r:er.: ~:3=:~ as 
~e~~:~ :~ ~~::~:~:~:~!1 ;~!~!~::- :~ !~y 
:ee: ~: ! 'J.S. :~:.:~:. ::i ;:::s :r 

• • • • l 

Se~/iC!S -:-";~·S:;!~::- ::--:~r'!·: . ...,t;=~! ·.~I 

su:~ :~:~:~~ -!3 ax~!~s:!~ !'/~~·!::~ 
1!,;al j-r.a-:~~s .. ::.: f:~ :e~: is r.c: ·:-=~~a~ 
01'" ~:~s:~-: ::' s-.:::~ ;:::'(e~e!"l:: 

!. ';:'1 '!; .. ~e;.: t .:.as .: (~:-;c >~~ ~ ~~ ;:'.'~ ~~~!r.: 
a;!~~~~S =~ S~:C~'/~Z~:~S) :J(~n ~~! !::~:~ 
.... r-~:.i ~as ~:;! ~~.:~o:~. :~ .:a.~~:~a~~:·~, 

~.~;~~~~ ~ ~~~; ;:.= ;~~~~7~~:!:?~' ~3~. ~. 
:~:~:=~s .::- e~:·,:"~s :~~!-.:::!.. ::' :· ... -~I:: 
~y :~!~ ~~~~:~: :!(~~~ $:~:S :: :~!:~~~~! 
.:: :::~;l:~:"':S ::''''!.''": S~:~ :.:.:::; :
!;. : ~ ~.: =S ~ 

The Depart::le."lt of State has not so 
determined. 

No suet determinaticn has bea"l made 

The Seereta.-y ~as dete~~ed ~~at 
Syria is i.ct cor.trcl:ed by ~~e 
inte:~ational Cc~~._;st ~ ~ ... OVe!:Ien _ • 

At p:esen~ t:.ere are i.O -'..'!Ii':""-----_.-.=2 
require t~a= a5si5t~;ce =e te~~~~t 
p1.::S1.!a.,,:,: t~ '::~i.s sec'::'=n. 

==as-:. .. E~'~·e"t~.!"'/:-: ::c...3 =e.;~ =:-:a:-:-.':' 
:...~a.t: s···~..:a ~s -a.:o{':-- .:I--,...---':~-::a 

... -.- - - - •• -:: -:::::-- ..... :::'----_.5'":. 
~~5c~a=~e i~s :=:iq~~~=~s. 



.. ____ '~ _______________________________________________________ ~~~A~ut ~ or b 

.. . . ~C~. Sec. 109, 114. 6C6 . 
. ;~ .~~':'-~ :.;:,..;..z.~ .:.. _;:nl"~~.'" 

:":~"..:.~.? ~ ~~..:.:.r.:.t :, ~."-=\.''';'':'':!. 
.:.: ::~~" s.::.:·:: ,,...:: ~~ :: ','~~, 

i. :-;; s~. :Z:(~~. ~s r!ci=ien: =:un~1 in 
!n:' · .. a'j :r."Ci'<~ in- (!o) s"':::'/e:-Sicn of, Or" 
~1ii:J.ry !;;r!ss~cn a.;.a.ir.s~ :~e ~:-:;:~ 
S:l:e.s CI"" !ny :::II..:n::-:I r"!c!!lvinc; IJ.S. 
lssis~~ne~9 01"" (:) tte planning of su~, 
suevtr~1o~ or ag;r.ession? 

I. F~ ~~, SZ.,( n, Hu t!'te country oer
j:I1:~, 01"" fal;~ ~ ~l(a adec!.:a~e 
::e!.Su:"!S' :.: ;l"'!'Ient. ::a dar.'~gt ~ 
':es::""J::icn, :1 ::CC le:~on, or u.s. 
;:I"!cer"':, ? 

'1. ~:...!- Se-:. 62·j( 11. rf ~~e c:un:~J niS 

ro. 

.. 
" . 

f 3. i i e: :~ : ns':: ::l:a :,- e i n'ltS :.~ent 
:Jar!n~1 :r';:-~~ for :~~ s:~i~i: r-~s~s 
of !.X:r:::r1a:~:1n, i,'::::'lve~ti=ili':y c:
::ni'~scl:iorr, has :.-:e ~!~ .~=:~niS~:-l~:r 
\'Ii:..'~in ~~e ~as:. ;tear- c=r.s~~er~ :er:/~ng 
!!S~S~ln:! ~ s:.;c:,." ;::v~~~!nt fel'" ~:'~is 
r"t3scn? 

F!;" Sec. 5Z:(:j): ~i~h!r-!r:'s ::-~~!,=-:~.,~ 
Ac-;. ~:c. :. ;~ c=~r:-:.ry :"leas s~;.;e-:, :r 
'».~:S~ ~r.y ;!~al:: or sa~c~icn !;3ir.s~ 
~ny 'J.S. f~s,'ir.; !~-:i'l1das 1~ ir.t!r
.,at.~cr:a 1 .. a :!~~ 

~. has ar.y ~~'..:c::.icn r"!C".Ji:"~ ~y ~f~Mer"
::!n's .=:",::!~:ive. ;..c: :!!!1' ;rac:e: 

:. ~as c:m~l;~~ :er.~!l of assis!!r.:! 
:!!rT c:r.siC:s!'"~ ':, .~:~. '!C::~I~!s:'-!:=r? 

~!A S:!~. :2:(:): .~:=. Se-: . .:.c.3. (ai:s 
~ .... ! ;o'l-ar-.~~!1~ .:~. :.-:e ~~r.:~ _, ::.:' ::'.:.-:::"":' 
in ~~~au;: :~ ~~~2 '~: :i ::-~rici:ai :i 
.any .~:: lean' ~: :...-:~ ::'J~~iY? (':) ~s 
::-"J::-::-:-- i~ :~~11~1: :;:::!e-:~:-:I;' :r.! ~Jt.!:!r' :n 
~:"l--:~!'"'~s: ~-:- :!""~~ci,:ai ::n !,J.S. i:a.:: ".H~C!!; 
:r~~'!:t r:::- "ni~.' ,!.::. ~c.~ lC:-:-:::-~r!:.!S 
f'..;::e> 

r: ... F'!; :~~. :.,~(s:. ·:f c::n-:~1a:~-: !~si$
:lr.c!- ~s :2V~:::ii:et~~ 1·:~~ (i~::'~:~:;~ ~i1i
ar.c~ ; :.an: :;- sac-..;ri ~ S:':::Ci:.~:;; as s~"S-:..!r.C2, 
,~;S :"-.~ :..=~.,~S~:-!::;- :zxe!1 i~~ !:::!.:n: ::~e 
-:3-~"-''''Qo -~ :.-:e ::~:;:;./I! : ... :;~-: .. :-:~:.i ~s .- .. -..... :- -. ... 
~:,... ~~ ~ ~ ~:-:,. ~_;~:C!r.~i ::.;:-~s, ~.".e ;,;:-;; .... :' -: ':7 
.: .... ~._ Ol"--""'''-'' ... ~,.- .. - ~.,;~.,;.,-, ;r"""';"""~"-

~;~. :.:~ ~;;:~~.~=;:~;~ .. ;::. :.~~' ~~;:~~~~~w~~ .. _ ... 
s.::."l·S::=.!~-: ,..e:::~S ',:'«l:';::-.s~..L I~':'.~ 
af~~~~:",,~ ::i~'",,~!,," ::-:a: .. · .~~~: :..: ~~= -;~:;: 

:f ::-::! :l~ •. ,""'; '::? 
r!ccr:~~ :n ~~~~J' 

' •. ,' e s !s 

:f S!:. :Z:($·· .. ~ -:-:,is ~"!-:::-: ~s ~r!:a~~ 
!! ~-:~ :~~C! :7 a::=~'1::; :~ :::e .!-:::;i~~S::-l-

:, . • -:a" ..... -:- .... 

Syria is not a Co~n~st country • 
No. 

No, 

There is no reason to believe that 
Syria will fail to take adequate 
measures to prevent the,recurrence 0 

mob action which amy result in camag 
or dest~ction to O.S. property i~ 
Syria. 

An invest::nent gua=anty agree::lent fer 
~e specific risks of expropri'at~on, 
Lnconvertibility or confiscation was 
concl~ded with Syria on Au~~st 9, 19 

Not iiPplicable. 

(a) ~ro • 

(;, ) No. 

··Yes, as re::Cr:ec. l!"l t...~e :'! :97i 
~e~o=~ =0 :onq=ess, a~~==~e~ :~ 
.l.~.:.S1!S": 2.1, lSi3. 
~~~~ ~~a~ t~e~= ~as =e;~ 
.=::.a..;'S'= .",.::'':'':::-:' ·""c~l= a:=:·=~ 
c:: -o:!-~.,.---;:----. 

BEST AVAILABLE COpy 

-- ==.;-.::~ ... - --= ... _--
--,:. ----" -... - -- ... ---
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19. ~==rc~. Sec, 6:9, (a) ~v!.1.1. 

or ~a=d ~:=d~=~icn =c~ ~~O~ 
by a.."y COt.!:l=-! ot.::e= ':..::a.."l t.=!e 
tJni~e<! S':.at:es 0: a..-:.l c::=:,.cc.':'ty 
wi".ic=. is 1i.'<ely to be ~ s'U-=,lus 
on '.orld ~~kets at t.~e ~e ?=o
Cuc~ive capac!.~l is ex;ec~ec to 
l:eceme oFe:ative? (b) I.! so, wil.l 
t.i.e assistance cause s\:bs~a"'l"tial 

inju..-y to Cnited States pr::c.uoe=s of 
t1::e Sa:1e, si:U.la.::' or oCI:%pe":.i..-:.g 00::
mod.:.ty? 

(a) ~;o. 

(b) No. 
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i:':e cr~~!ri! ;~s~.e-d In ~~r~.~ ar! ;::1~:!~~~ ;:neral1y ~j 'F,lA 'f' .. ~::S, ar.d s~cu1: '~e :..iS~ 
ir~es::y--:~ve c~ ::-;a '~;T"~TL.IS i·~r.C~n~ S:U:-:~. !!1 ?3.r~ 3 ! :~s:~;.c:i:1n ~s ~a~e :e~,'Ieen :;-:e 

a;cl! =_a= 1.9 ~o_'J.e'l_elo;=en~_A$ s ~.5--:a.r .. = e_. __ Selec~.i..~~_c = __ -;':-:.s __ a=~=cp=:'a ~a_ c=.:. :.e~a... :..li.!..l
cepe~c en ~~e :~~~~~g so~ce :or ~~~ p~cg=~. 
C~CSS-~£':::~E:~C!S: !3 CCUN7~Y C:-iE:C:<L~Si UP 70 JAiE:? D8-i7:Tf, i-(AS Si.!.'1CAKO 17::1 :::~::C:<:'!S7 ::::::1 

z. 

3. 

• -. 

K£nE"l'i!::? c:r..:i':'?,Y C:~C:c..:S': IS U? ':'0 :A':'Z. 
F.i1.s :::::':';1 ?-':''Y' !E" ... "E:) • 

(a) Oescri::e ho'''' C:r.r.:i ~:e:s en .!.i:ol"c::lria
tions of Sana:: and ~cuse ~aye ::=n or 
will ce notified cor,e;rning tr,e :-:cn::lr~':e-:: 
assis':.lJ'1ce; 

(b) Is ass~s:anc; ~i:~in (~=!ra:~onal 
Year Sud;;:) c:~n:~y or ~~:srr.a:~onal 
or;ani::aticn all~c~:~cn 1"=:':1":;-:' :0 the 
C.:r.gress (or "ot Ir.cr: :~a:'1 '~i ~ill ier. 
over :~!t f1;~re ~lus lC~;? 

r,!; S::c. 51:(a~!2). If fl~i:~er ;;~~s
iative ac:i:n is r2c~ir~ ~i:nin r~i~ient 
country, what Is ~!sis f~r reascr.a~l! 
!X:e-:!.l!~or. t:,a: suc~ ac~~cn ' ... i 11 :e 
c::m~~;:=1 ~n ~i::-:e ::: ~em~~ ·:r::r1y 
ac:~~i1s~~en: of ~ur:~se :f :~e 
a~s1st:ance? 

;r~~Cier,:',j ar;: =i7;C:~'1~iy ;~I/~n :.,;~u;~ 
T"e~ic::a1 ·~r ~1:i1:.:~r!1 cr-;ani:!:~:rs? 
:f so wny !s assist!n:; ne: so ;iv!~? 
!nf:;.;.a:~':r, a"..c c:rl:1:.;s~cr, · ... r..::~er !SS~ s:
anca ."'; 11 :r.c:~r~:e r~~~.:r.a: :;ys: ::~e!i~ 

.. ~ !~.1 "~~-""'~Q, ' .. .: .. -~ ·'1 pr .. gr!l::s, I ~s~,_.~,,~_ 1~ ,~r I,,_WI~ 

ind;:er,cen~ COiJr,::-y. is i: 7·..lr:'1jsi':~ 
~~r,:uc;h ~u1~ila~=:-!1 :r;:.r.~z~:~:;ns :r ~n 
lc::r:ar.c! ili:~ ::-;Ul ';i1 a:an 1 ,; a::s :0 

.1 ......... """":-..;:-=? 
_~,JI .., .. : .... -_ • 

~~c:u~!~~ ~if:r:s ~~ :~~ =:~~:~y ::: 
(!j ~n:;-~~s; ::-:e f~C'1 ~ ~;.:;;-~:~-:;!1 
..... ~,.:.. 11..,,) ,,: .... ~-.!: .. ""Ir;'/:2.-~ ; ... ~ .. ~~~ .. ~ ........... , ,,_ '-:.1 ... _. ,_, .... _ ,1,1 ........ '; 

~r.c ,::.7.:'=:~~~:r.; ~:! =r.':::.lr~;= :':'f:'::
~e~: ~~~ ~se of c:o:er~:~',e!t :~~~~: 
~~onSt J~d sa'/i~;s !~~ 1 an !ss::~!:~:~!; 
~, ·~c·~U"'~O -c~~~c'~-- . ~~~~-.-~< . 
.... ; ~Jwo""", '_':'_ '1.1: • .1. I ':: • ". ~_ ...... __ • 

e} ~;:"i:~V! ::C~,li~:.!1 =1"- :~e~:y ,;f 
ii::;s:ry, ~~:-~c~l ~:.::-~. a!'\: ::=.ar-:.=; .;r.~ 
f) i::-;r,;"::i~rl fr~~ ~a~:r ...;~i:r:s. 

(a) 

(b) 

No 

t;otifi:::a':.ior. is r.ot :'.ow :-equi:-ed 
but advi:::e of f~':.u:-e ?:-ogr~~ cha:.ge 
will be :orNarded to Cor.g:-essional 
Co:r.:nittees. 

Yes. 

-10,-.· ..... --~---

- - ~..-- ~ .-- .... _. - -.::li 

-~---------



. . ... 

6. 

7. 

-r;...:.. S=-:. :~1f':\. :!'1'f:ro:::at~on !:':d c:r.
elusion en ~cw assis~!~ce ~i" enc=ur!~e 
U.S • ·r1va~e ~r!ce and ;~ves~~e~~ a~r~ad ,. .' . 
!I'~d enc~ur!<;e ~r~'1!te U. S. :ar: 1C1 ;:at10n 
in fore;;n !ss;s~anc!! ;::r-;c;r:~;::s (incluoing 
use cf ori,,!:e trade channels and the 
sal""lices of U.S. pri'(ate en:er;:Jrise). 

::.v. SeC. S'2(~\: Se-: 6~E(~L Oescrice 
stees :3~en :: ass~re :~at, t'O :he 
:~imum ~x:en: pcssi:l!, the country is 
con~ri~uting lccal currencies to ~eet . 
:!1e ccst of co ntrac::'; a 1 ar.d otr,er ser'l:ces. 
ana ~o~~gn curr~~cie5 o~ned ~y the Un~ted 
States are 'J:i1 ized :0 :nee: ::-,e cost or 
contractual and o:~er services. 

r.:'A Se-:. ~'2(:n. IJces the IJn1t~ States 
own excess f~re;gn currency and. 1f so, 
't1/hat arrangements 'nave :een ::lade for its 
rel ease? 

S~o~o~ Fur.n ~ssistance 

:~; Sec. 1~2, 531. :s ~~e ass~s~~~ce 
_C'""'= c:; ~"'errV-w-i~..b- ~!; :ol!:..! ~.!.=ec-:!.Qr.s 

0= :~2 S~C. 1G27 2cw wi:: ~,e assis~
~~ce ?ro~~e eccnc~c cr poli~ical 
s-:.a.bili-:.:r? 

ANNrx 5 
F:AGE 6. Of b 

All comcocities fina~ced by the 
assistance will be provicec by Cnited 
Sta~es priva~e enter?rise. 

The Loan Agre~ent will so provide. 

Syria is not ~~ excess currency count:j 

Yes. 

The assi$::a.~ce ·,.,ill supp~r,,: t:-.e eccnc='~ 
bv fJ.·na ....... ; ............ &.. • • • ..... _ ... ., .. ue .:.creJ.gn e:<c::ar.ge ccs'::: 
of i~pcrted cc==cdi~ies ~ecessary :~ ~~ 
Syria.~ eccnOI:lY. 




