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DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D.C. Z0523 

UNCI.ASS IFIED 
AI D-DLC/P-2182 
June 18, 1976 

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
 

SUBJECT: SYRIA- Damascus to Deraa Road Construction
 

Attached for your review is the recommendation for authorization
 
of a loan of not to exceed Forty-Five Million Nine Hundred Thousand
 
United States Dollars ($45,900,000) to the Government of the Syrian

Arab Republic ("Borrower") to assist in financinq the foreiqn ex
change costs of goods and services needed for the construction of a
 
highway from Damascus to Deraa and the Jordanian border.
 

No meeting has been scheduled for this project; however, if any

member wishes to have a meeting, please advise us immediately and
 
one will be scheduled.
 

Please note that your views are requested by close of business on
 
Thursday, June 24, 1976. Ifyou are a voting member a poll sheet
 
has been enclosed for your response.
 

Development Loan Committee
 
Office of Development Program Review
 

and Evaluation 

Attachment:
 
Summary and Recommendations
 
Project Analysis 
Annexes
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DAMASCUS TO DERAA HIGHWAY CONSTRUCTION 

I. SLR01,ARY AND RECOMWNDATIONS 

A. Borrower: The 11overnment of the Syrian Arab Republic (SARG)'. 

P. The l,oan: Not. to exceed 45.9 million dollars ($,45.9 
million) to assist in financing the foreign exchange costs of the 
project. 

FX LC TOTAL 
AID LOAN 45.9 (87%) 0 45.9 (48.6%) 
SARG 6.881(13%) 41.668 48,549 A1.4%) 
TOTAL 52.781 (100%) 41.668 94.449 (100%) 

C. 	Terms: Repayable in U.S. dollars over a period of forty 
(40) years including , 10 year grace period with interest payments
 

only. Interest is payable on the unpaid balance at an annual rate 
of two percent (21) during the grace period and at an annual rate 
of three percent (30%) thereafter.
 

D. Disbursements: Proceeds of the loan will be disbursed
 

through letters of commitment issued to US banks and letters of
 
credit established by SARG thereunder or by AID directly to
 
beneficiaries under direct letters of commitment.
 

E. Description of Project: Engineering, supervision, 

and construction services for a new 104 km four-lane divided highway, 

extending south from Damascus to the Jordanian border at a point 
east of Deraa. 

F. Summary Findings: A technical and economic feasibility
 
study of the proposed project was completed in March, 1976, by the
 
French firm S.C.E.T. International/B.C.E.O.M. On the basis of user
 
savings only, the 104 km project has an economic rate of return of
 
12. 4%. The engineering and supervision will be carried out by a 

U.S. firm based on design work done by S.C.E.T. Construction work 
will be accomplished by a U.S. contractor. The project is a segment 
of the highway network planned by the SARG, and will connect with 
a similarly designed facility now under study in Jordan. A detailed 
technical and economic analysis is found in Part III of this paper. 
The completed road will be maintained by the newly (1974) reorganized 

Road Maintenance Division of the Directorate of Roads and Bridges 
within the Ministry of Communications. 

G. Staturory Checklist: The project meets all applicable
 
statutory criteria and certifications (see Annex F and G).
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H. AID's Funding Source: Supporting Assistance.
 

I. Mission Views: The Embassy and AID Representative
 
strongly support the Project.
 

J. Issues: None.
 

K. Recommendation: That a Loan in the amount of $45.9 
million be authorized on the terms listed in paragraph C, above. 
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II. PROJECT BACKGROUND
 

A. Syrian Economy !/: Since independence in 1946, Syria
has pazse, from a laissez-faire economic system to one characterized
 
by public ownership and regulation accompanied by a rising social

class of' officers, technicians and civil servants. Agrarian reforms
 
have been carried out by the redistribution of land to former landless
 
peasants. Under the present government a concerted search has
 
been made for a better defined role for the private sector in a
 
centrally regulated economy.
 

Although agriculture is one of the largest sectors in
 
the Syrian economy and Syria's economic future appears higIly

dependent on agricultural production, there has been little change

in iricul ture's l-22/0 of GDP between 1970 and 1974. Drought in

late 1972 and the 1973 war had a severe impact on agricultural

growth. (The IBRD found that provisional national accounts estimates
 
show a 40% 1974 growth in agriculture compared to a 1973 30%
 
decline.) Favorable weather in recent years, however, has led to
 
increases in agricultural production. In recent years, however,
the growth of the industrial sector, particularly mining and construction,

has tended to level off agricultural production fluctuations to maintain
 
steady economic growth. 

By 1974, the Syrian economy had almost completely recovered 
from the effects of the war and droughts. The GDP in 1974 increased 
by nearly 13% in real terms, compared to almost 21% growth in 1973. 
In 1975, GDP increased by 12% and is expected to increase by 8-10% 
in 1976. Real per capita 
income has generally increased by 5%
 
per year from 1970 to 1974, $352 in 1973 to $370 in 1974 to about
 
$400 in 1975. The major reason for the steady growth in per capita

income, as well as 
Syria's currency reserves position, can be attributed
 
to increases in agricultural production, increased oil revenues,

financial transfers from Arab donors and diversification of industry

and the overall SARG efforts to improve development planning.
 

In 1974, the GDP distribution by sector (at 1974 prices)
was: 22.1% agriculture; 30.0% industry and 47.9% for services. However,
 
at 1970 prices both agriculture (22%) and industry (21%) accounted
 
for about the same percentage. Private investment has also increased
 
from LS 373 mil. 2] in 1970 to an estimated LS 1 bil. in 1974.
 

_/ Statistical/Economic Data Source IBRD Current Economic Position 
and Prospects - Syria, October 1975.

2 $1 US = LS3.70is the conversion rate used in economic statistics 
stated in Part II. The conversion rate as used in project cost 
calculations is $1 US = LS 4.0. 
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However, in 1974, two-thirds of the gross fixed investment was by
 
the public sector. The larger part of investment went into industry
 
and construction. 

;'.' i4w L pressure; ,, til t.o lie 37"'. 
1')'1 tuid 30,. li 10')0 may pose serious prot,lms I',r the Nuture 
economV oif Syria tnd, i' allowed to continue unchecked, may reflect 
adversely on future growth prospects of' the economy. Syria's 
balance of payments had been in deficit sii'ce 1968. However, in 

, it'latiouary ted i1 

1972 a LS 7 million surplus was registered with greater surpluses 
in 1973 and 1974 (LS 1,279 million and L- 342 million). This surplus 
position in spite of a widening trade deficit principally reflects 
increased dues from oil transit, transfers from Syrians abroad 
and the inflow of capital from the Arab countries. 

In 1974, crude oil was the principal Syrian export and
 
accounted for 55 percent of total exports. Raw cotton and textiles
 
accounted for 33 percent while industrial exports (chemicals, glass 
and metals) only accounted for 4 percent but has potential as a 
significant exportable item. 

The countries of Western Europe are Syria's principal 
trading partners (almost -Lof the 1974 exports) followed by trade 
with the socialist eastern European countries. Almost two-thirds 
of the Western European trade went to the European Common Market 
which in turn was the source of 36 percent of Syrian imports. The 
value of Syrian trade has improved substantially since 1974 due to 
the increased price of crude oil, phosphate and favorable cotton 
prices, however, large importations of machinery and equipment (which 
are indicative of the reconstruction needs of the economy) have also 
undergone price increases and results in a greater widening of the 
trade deficit. i/ 

B. Foreign Debts and Repayment Prospects: The total foreign
 
debt (exclusive of military) has increased from $204 million in
 
1970 to $441 in 1973 and up to $702 million in 1974. Foreign
 

government loans as of December 1974 (the most recent data available) 
amounted to 43 percent ($301 million) of the outstanding debt,
 
suppliers credits 34 percent ($236 million) and international
 
organizations 20 percent ($137 million). Foreign private bank
 
debts amounted to 4 percent ($28 million). The larger foreign
 

loan indebtedness were: USSR ($144 million); East Germany ($53
 
million); People's Republic of China ($28 million); and Kuwait
 

($24 million). The highest suppliers credits were from France
 

_/ 1973 imports--LS 2345 million; exports--LS 1363. 
1974 imports--LS 4571 million; exports--LS 2914.
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($88 mill!in) followed by the Federal Republic of Germany, Sweden, 
1taly and pain. Debt service payments on existing debts amounted 
to $52 million at the end of' 197h4 and were c.he equivalent of 5 
perceitt of expaorts of goods and non-factor serv"ices at the 1974 
level, in view of this low debt .service ratio and goods export 
prospects, Syria can service substatial additional debt provided
the trade deficit can be reduced and stablized which can be expected 
by greater NricultuLral production ani e.port as a result of increased 
irr:igated lanuds. .ithout the capital tranusfers frmi the Arab countries 
the current surplus would disappear and the trade deficit prevail. 

C. Transport (,ector: The coastal plain and mountains in 
the west, the narrow north-south fertile plain in the center and 
the eastern desert, have determined the location of Syria's urban 
centers, ports and, consequently, t.hI. orientation of Syrian transport 
routes.
 

The railroad system uses different gauge systems north 
anld south from Damascus. A new 750 kan line was built with USSR 
assistance which connects the main Northeast petroleum center of 
QANICIL!YE to the port of LATAKIA. The principal revenue on this 
line will be derived from the transport of cotton and cereal to the
 
coastal region.
 

A single track railroad also connects Damascus with the
 
Jordanian border and continues to Amman and to thence Aqaba. The 
section of the railroad within the Syria boundary is 134 kms, with 
eight railroad stations. The state-owned railway operates six passenger
 
trains and two freight trains per day. The passenger trains stop at
 
all eight stations. Average passenger train speed is about 45 kms.
 
per hour.
 

The principal ports of LATAKIA and TARTOUS are to 
expand their general cargo handling capacity over the next three 
years. The third Syrian port of Banias is primarily for handling 
petroleum exports of about 30 million tons annually. Once the
 
ports of LATAKIA and TARTOUS axe expanded it is expected they will
 
serve mainly the domestic market. SARG is making a serious attempt
 
to capture more of this anticipated trade by improving the road
 
connections to these ports and providing improved connections with
 
the National Highway System and its linkage to Iraq and Jordan.
 
The port of Beirut, prior to the current political unrest, was
 
dominant in handling goods for the Middle Eastern countries and
 
depended heavily on the highway links through Syria to serve the
 
region. At the present time the Syrian ports are excessively
 
overcrowded and a 75% surcharge has been levied. This situation
 
has resulted in considerable increase in European truck traffic
 
through Syria.
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T'wo international pipelines cross Syria. 
One serves the
Iraq Fetroletu Company from Iraq via Homs to Tripoli in Lebanon
and Pt.Lias; the other, the 'ITans Arabian Oil Company from Saudi

Arabi1 to LeLarion. 
 These lines have a capacity of about 55 and25 million of oil a year,tons crude respectively. In addition,

there tire two domestic pipelines; one from Tartous to 
the northeast 
fieldis near Kar,klcok, the other is three lines out of Horns. 

U[hrc,: 
The 

Minis tries of tie IARG are concerned with transport.Mini stry of Peft.nse is in charge of aviation, generally limited 
to the ac tivi ti 2:- of 'yrian Arab Airline al 1 the operations of the
international airpor t at ainea.,.us. The Ministry of Economy is
concerne(I with port, operat ions an, the Miaistry of Comn"tications
 
controls roadi and rail transport.
 

P. Hio:,hway_ Sector: In 19(5, there were an estimated 67,300
motor vehicles in use in Syria of which 41,O00 were passenger cars,
3,200 buses, the rest trucks. Syria's 1975 highway network consists
 
of about 11,000 kn of international and national asphalt 
 surfaced 
routes, 1,700 km of gravel surfaced provincial routes and about2,400 km of earth feeder and rural roads. About 5,000 kln of the

asphalt roads are the responsibility of the Ministry 
of Communications.
The rest are the responsibility of the local administrations. The

main routes of the system extend from Damascus: 1) west to Lebanon;
north to Homs, Allepo and Raqqa, 
 which serves the agricultural and
industrial area of the north and northeast; 2) south to the Jordan
border; and 3) the route extending west from Homs serving the ports

and connecting with the Turkish border. 
 A map of the Syrian Highway
System is shown in Annex B.
 

The heaviest traffic occurs theon north-south routesconnecting the population centers of Deraa, Damascus, Homs, Allepo,

Raqqa and the Euphrates agricultural region around Dier ez Zor.
 

The SAIRG is currently widening several two lane roads
to four lanes to serve Allepo and the ports. 
 Syria has justified

such improvements on the basis of improving the Syrian economy and
its development through vital road links to facilitate international
 
transport and interregional trade with Jordan, Iraq and the Gulf
States to the south. International traffic from Europe has increased
 
substantially due to delays and backlog at the ports. 
 It is not
possible to predict when port relief will occur or when Beirut will
 open to ships. 
 The proposed project provides a critical link in

the route from LATAKIA and TARTOUS ports via HOMS and DAMASCUS to
 
the Jordan Border.
 

A joint Syrian/Jordanian committee exists to coordinate
construction of the road on both sides of the border and the border
crossing. 
 Jordan is currently carrying out a feasibility study of
 a road from MAFRAQ to the Syrian border to link up with the proposed
 

http:ainea.,.us
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project. The study is beintg finmced by the G(O1 and started in 
' April, I'[Y , with expected compLetion in f. to R months. Syria is 

also ztu Lyini, a proposedi combined "free" and industrial zone to be 
locat.t-] on the border betwee, the two countries in the general 
vicinity of tile road near the Ilnrder. This development and the 
,Jordan Road S.,trly will be taken into account when engineering design
an I plans are prepared for the proposed i ,imscus/Peraa project. 

E:. TIe Prooi cc.: 'Ill,., prupe; d projec. will provide for the 
construction - f a four lane divi.ded highway exi.ending from the southern 
frin e of P 11asc us for a i-ata . (i' 104 kil ol new i.ocation to the 
Jord[ania border at a i) ut east art soutih of Perna. 

Increased values of ioniestic and heavy international
 
truck traffic have caused the cxisn inc tw: .e road to become
 
(1) inadequate as far as capacity is concerned; (2) substandard 
as far as structural design is concerned and (3) ursafe due to 
accidents caused by poor surface conditions and the movement of 
traffic through populated centt:rs. 

The SAPG began studies in 1965 I-o replace the existing 
road with a new facility considering several alternate alignments. 
Proposals for a new two lane faility were considered but the extent 
of redesign required and the increased traffic volumes and deterioration 
of the existing route prompted the SAR( in late 1975 to contract with 
the French consulting firm Societe Centrale pour l'Equipment due 
Territoire International (SCET) and Bu'eau Central d' Etudes pour 
les Equipment d'Outre-Mer (]CEOM) to conduct a technical and economic 
feasibility study of a modern four-lane divided highway. This report 
and its findings support the technical and economic analysis for the 
project. 

The new highway will provide sufficient capacity to 
accommodate existing and future traffic to the year 2000 and will 
reduce the cost of highway transportation below costs incurred on
 
the present road. In addition to reductions in vehicle operating
 
costs, which are quantified in the economic evaluation, the project
 
road will greatly reduce transit time and reduce the incidence of
 
traffic accidents. These benefits have not been quantified and are
 

not used in the economic analysis.
 

The existing traffic corridor connects the capital with 
the towns of Kiswe, Sanamain, Sheik Meskin and Deraa. Industrial
 
development on the southern fringe of Damascus includes agro
industries, chemical works and cement works. Further south, the
 
road traverses the provinces of Suweida and Deraa which are mainly
 
agricultural and in early stages of development. The effect of
 
proposed irrigation in this area with a resulting increase in
 
agricultural production and the generation of traffic on the new
 
road is, however, not specifically included in the traffic projection.
 



-8-


In Deraa, all border bound traffic must pass through the steep grades and 
heavily congests the urban street system. Srveral past efforts have 
been rmide to completely bv pass the city but the hillyv t errn In would 
necessitate extensive, c)st ly bridges and large earthworks. 

A more detailed description of the existing and the proposed 
routes is in Technical Analysis, Part III A. Existing and future traffic 
on the project road are discussed in Part 3C and Annex C. 

F. Logical Framework:
 

1. Project Goal. Contribute to the improvement of the road net
work in Syria in order to provide a primary system of adequate highways
 
linking urban centers, ports, agricultural regions, industrial zones,
 
sites of natural resources pertinent to the domestic interregional move
ment of produce, commodities and passengers, and to provide for increased
 
export and import of goods by the neighboring countries and Gulf States.
 

a. Assumptions for Achieving the Goal.
 

i. Continuing SARG financial resources to fund the
 
coordinated expansion of its highway network, and to maintain it.
 

ii. Continued growth of the production sectors to support
 
the commercial use of highway facilities.
 

2. Project Purpose. To facilitate the flow of goods and services
 
to rural areas in south central Syria and to Jordan and points south;
 
to reduce vehicular operating and maintenance costs and transportation
 
charges to shippers using the project road and to reduce SARG road
 
maintenance costs and road deterioration caused by overloaded trucks.
 

a. Assumptions for Achieving the Purpose.
 

i. Continued availability of motor vehicles, spare parts
 
and POL products for their operation and maintenance.
 

ii. Continued relative stable political situation in Syria
 
and neighboring countries.
 

iii. Adequate, sustained SARG capability to maintain the
 
highway system.
 

iv. Continued progress in development of the Agricultural
 
and industrial sectors and an increased demand for high volume movement of
 
vehicular traffic on the road.
 

v. A secondary and tertiary road network gradually
 
developing along the route.
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vi. Successful timely completion of the connecting

Jordanian road link in the vicinity of Deraa.
 

vii. SARG enforcement of laws controlling truck loadings.
 

b. Means of Verifying Purpose Achievement:
 

i. Motor vehicle traffic counts.
 

ii. Customs records of border traffic.
 

iii. Weigh station records.
 

iv. Spot check of truck freight rates.
 

v. Evaluation of before and after economic base data
concerning the degree of development of the economy in the project road
 
corridor related to 
the project.
 

3. Project Output. Construction of 104 km of 4-lane divided

highway from the southern outskirts of Damascus to the Syrian/Jordanian

border in the vicinity of Deraa.
 

a. Assumptions for Achieving the Output.
 

i. Timely availability of SARG financial resources to
 cover all local and part of the FX costs of construction needed in addition
 
to those provided under the loan.
 

ii. Availability of qualified U.S. contractors for the

provision of 
engineering and construction services.
 

iii. Availability of suitably qualified Syrian sub
contractors to assist in construction services.
 

iv. Continued political stability in the area.
 

b. Means of Verification of the Output.
 

i. Consultant periodic reports.
 

ii. SARG reports.
 

iii. AID inspection of the works.
 

4. Project Inputs.
 

a. AID FX funds.
 

b. SARG financing (local currency & FX).
 

c. Engineering consulting services
 

d. Construction services.
 



e. Materials
 

f. Labor
 

III. PROJECT ANALYSES
 

A. TECHNICAL ANALYSIS
 

1. Description of the Project
 

The project consists of (1) completion of engineering studies,
 

design modification, and preparation of tender documents to U.S. standards;
 

(2) construction of 104 km of 4-lane divided asphaltic concrete highway
 
from the outskirts of Damascus to the Jordanian border; and (3) engineering
 
services for supervision of construction.
 

AID has reviewed the SCET-BCEOM technical and economic feasi

bility study and its estimate of construction quantities and costs and con
siders the data reasonable and adequate to meet section 611 (a) requirements.
 

The SCET technical feasibility study, conducted in the spring
 

1976 recommended that the alignment of the proposed new highway generally
 
parallel an existing deteriorated two-lane road (See Annex B). The northern
 

terminus of the proposed new road is located 1.5 km west of the existing
 

road. The roads cross about 3 km north of Kiswe. From that point south to
 

the Jordanian border, the new alignment is a few kilometers east of the
 

existing road. At the Jordanian border, the new road is expected to connect
 

with the Jordanian highway network although this link has yet to be built. 
A joint Syrian/Jordanian Committee has been established to determine the exact 
location of the border crossing. The Jordanian Ministry of Public Works is 
currently financing a feasibility study by US engineers DeLeuw Cather, Inc. 
of a proposed road between Mafraq and the border. The study will be com

pleted in the fall 1976. The GOJ expects to have the project designed and 
ready for construction bidding in early 1977.
 

The firm SCET was additionally retained by SARG to perform
 
final engineering studies and design, and to prepare tender documents for
 

construction by international contractors. Progress on the SCET design work
 
was reviewed by an AID engineer in May 1976 who concluded that the services
 

of a U.S. engineering consultant will be required to render plans and specifica

tions suitable for bidding by U.S. construction contractors.
 

2. Existing Road Network and Topography
 

a. Physical Features
 

The project area is currently served by Route EM-5, the
 
only direct route to the Jordanian border from Damascus. Heavy inter

national traffic uses the road which is presently structurally inadequate
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to carry such traffic. It Is generally in poor condition for most of 
Its ] e)gth. 

Between Damascus and Kiswe, the existing highway surface 
is badly deteriorated. 
Shoulders are narrow, unstabilized, and are un
serviceable and dangerous. 
 Between Kiswe and Shaykh Miskin, a distance
 
of about 61 ki, the surface of the road is 
in extremely poor condition.
 
Shoulders and lateral drainage are almost non-existent making the pavement

extremely vulnerable to further damage from heavy equipment and traffic.
 
Between Shaykh Miskin and Deraa, the condition of the road is slightly better
 
than the two previous sections. Travel through Deraa on the present road
 
is hazardous and slow since the road winds through the city streets. 
From
 
Deraa 
to the Jordan border there are several sharp curves.
 

b. Topographical DescriEtion
 

Generally, the terrain is flat for most of 
the route. From
 
Damascus to Kiswe, the proposed alignment extends through a region of emerging

urbanization and incustrialization. 
 From Kiswe to the Jordanian border,

the route traverses an uncultivated area characterized by extensive out
croppings of volcanic rock. 
There is very little brush or tree vegetation

along the length of the proposed highway with the exception of some culti
vated wooded areas outside of Damascus and Kiswe.
 

3. Design Standards
 

The road is designed to French highway standards modified
 
to 
conform to the standards of the Syrian Directorate of Highways and
 
Bridges (DHB). 
 The basic design criteria employed are acceptable to AID.
 
The final design will be reviewed by the U.S. consultant and tender docu
ments will be approved by AID prior to issuance to U.S. contractors for
 
bidding.
 

The recommended design criteria for the new road-provide

for an uninterrupted traffic flow at design speeds of 120-140 km/hr. 
A
 
typical proposed cross-section of the road is shown in Annex D-2.
 

Five traffic interchanges will be constructed to provide access
 
to and from primary routes servicing major urban centers along the route.
 
Overpasses will be constructed to carry secondary and feeder road traffic
 
over the highway. 
Guard rails, signs, and other traffic control appurtenances

will be installed at appropriate locations to increase safety.
 

There are 15 major structures along the Froposed route

(See Annex D-1). Including those at the interchanges, the number and type
 
of structures are as follows:
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- 8 bridges (at road overpasses and underpasses)
 

- 3 bridges (combined road and bridge underpass)
 

- 4 bridges (over railways).
 

4. Estimated Construction Costs
 

The construction costs shown in TABLE I were extracted from
 
the SCET feasibility report. They are based upon early 1976 prices and
 
include a 10% contingency factor but no allowance for escalation.
 

TABLE I
 

Estimated Construction Costs Based on Early 1976 Prices
 

SCET
 
Estimate US$
 
LS (thousands) Equivalent ($l=LS4.00)
 

Clearing 2,273 568,000
 
Earthwork and Embank
ment 93,364 23,341,000
 

Concrete Structures
 
and Drainage 19,790 4,948,000
 

Structure Protection
 
for Drainage 3,182 796,000
 

Paving 109,364 27,341,000
 
Signs, marking, etc. 9,364 2,341,000
 

SUB TOTALS 237,337 59,335,000 = $570.5/Km
 

Contingency 10% 23,733 5,933,500
 

261,070 65,268,500 = $627.6/Km
 

SAY 65,500,000
 

(w/o inflation)
 

Escalation of construction costs, due to inflation, has beeh estimated at
 
10% annually in Syria and at 6% per year for the foreign exchange portion.
 

Table II shows the estimated value of construction work,
 
with escalation as performed during each of the four years of the
 
construction schedule. FX and LC components of construction were analyzed
 
by SCET in their study. This analysis has been reviewed by AID and it
 
appears reasonable.
 

In the table, the same inflation factor for construction
 
year 4 as for year 3 is applied as virtually all equipment and material
 
will have been purchased by the end of the third year.
 

http:l=LS4.00


TABLE II 

YEARLY ESTIMATED COST OF CONSTRUCTION 

ALL FIGURES IN US$ 

Value of Work Accomplished Value of Accomplished Work 

fears % Work 
Accomplished FX-62.5% 

w/o Escalation 
LC-37.5% TOTAL 

Escalation 
FX LC 

69/Year lO/Year FX 

w/Escalation 

LC TOTAL 

L977-78 30 12,281,250 7,368,750 19,650,000 1,517,962 1,547,438 13,799,21a 8,916,188 22,715,400 

L978-79 20 8,187,500 4,912,500 13,100,000 1,563,944 1,626,038 9,751,444 6,538,538 16,2.9,92 

L979-80 25 10,234,375 6,140,625 16,375,000 2,686,288 2,849,864 12,920,663 8,990,489 21,911,152 

-9-0-81 25 10,234,375 6,140,625 16,375,000 2,686,288 2,849,864 12,920,663 8,990,489 21,911,152 

Total 100 40,937,500 24,562,500 65,500,000 8,454,482 8,873,204 49,391,982 33,435,704 82,827,686 

20.65% 36.12% 59.61 4o.4% 

Iv' 
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5. Estimated Engineering Cost
 

The design and the supervision cost have been estimated
 
by AID engineers. The costs were based on estimates of the man-month
 
efforts of various engineering requirements, both U.S. and Syrian and in
cludes salaries, travel, housing, utilities, vehicles, overhead, etc.
 

a. Design
 

This phase of engineering work will consist of transla
tion of plans and documents from French to English, review of the SCET
 
design and modification as necessary to conform to U.S. practice. The
 
firm will also prepare cost estimates, tender documents and assist SARG
 
in prequalifying and evaluating bids of U.S. construction contractors.
 
The estimated cost for this phase of engineering work is US $670,000 for
 
FX and US $80,000 equivalent LC.
 

b. Supervision
 

These engineering services will entail supervision
 
and inspection of the construction work. Costs for these services are
 
estimated to be US $2,719,000 for FX and US $3,213,000 equivalent for LC,
 
assuming the construction is completed on schedule.
 

6. Estimated Total Project Cost
 

The estimated cost for the right-of-way was extracted from
 
the SCET report. Two million dollars has been included as a SARG LC
 
expenditure for the additional SCET contract covering the preparation
 
of design and tender documents.
 

TABLE III
 

TOTAL ESTIMATED PROJECT COST
 

FX LC TOTAL 
Feasibility -- 439,000 439,000 
Right-of-Way -- 2,500,000 2,500,000 
Design by SCET 2,000,000 2,000,000 
Design - Prepare bid 

Documents - U.S. Firm 670,000 80,000 750,000 
Construction 49,392,000 33,436,000 82,828,000 
Supervision of Con

struction 2,719,000 3,213,000 5,932,000 

TOTAL 52,781,000 41,668,000 94,449,000
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7. Highway Administration
 

The Ministry of Communications is re3ponsible, through
 
its Directorate of Highways and Bridges (DHB) for the design, construction
 
and maintenance of primary and secondary highways. Except for major con
struction work which is carried out directly by DHB, operations are handled
 
by 13 district offices. Some secondary roads are built by other agencies in
 
connection with major irrigation and power projects, and then transferred
 
to DUB for maintenance. The district offices also construct and maintain
 
feeder and rural roads.
 

8. Engineering and Construction Plans for Execution of Project
 

a. Engineering
 

Following the review of SCET's current design the final
 
plans, specifications and tender documents will be prepared by a U.S.
 
engineering firm under a host ,country contract with the Directorate of
 
Highways and Bridges (DHB), Ministry of Communications. Selection of the
 
Consulting firm will be made in accordance with AID guidelines.
 

It is estimated that. the time required for selection
 
of a consultant, final design modifications and preparation of tender
 
documents, construction contract award, and AID approvals, will take
 
approximately 12 months from loan authorization.
 

Services for the supervision of construction work will
 
be performed by a U.S. consulting firm. Subject to successful negotiations,
 
it is intended that the firm performing the final design modification and
 
preparation of tender documents will also perform the construction supervision.
 

b. Construction
 

The construction work will be bid competitively and
 
restricted to prequalified U.S. contractors. As with the consultant's
 
contract for engineering, the construction contract will be ahost country
 
contract. Selection of the construction contractor will be made in accordance
 
with the normal AID procedures.
 

It is contemplated that the contract award will be on
 
the basis of a single contract for the entire works. A four year construc
tion schedule was recommended by SCET and considered realistic. Construction
 
would start September 1, 1977, and be completed in June 1981.
 

Unskilled labor is in adequate supply in Syria, but
 
recruiting of local skilled labor, such as carpenters, cement masons,
 
mechanics, and equipment operators to augment the basic U.S. contractor's
 
staff is difficult due to the construction boom in the Middle East.
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9. Maintenance
 

In the early 1970s, the DHB made a concerted effort to
 
an organizational strucimprove their maintenance capability by agreeingl/ to 


ture which called for the creation of a Central Maintenance Department
 

(DID) to maintain the primary networks only. Secondary and tertiary road
 

maintenance was to be assigned to District Shops under the control of the
 

provincial governments. Unfortunately, the late 1973 hostilities set back
 

the development of an improved maintenance capability and delayed creation
 

of the CMD. Only recently has the situation begun to improve. The DHB
 

is well aware of their deficiencies and are taking steps to acquire more
 

maintenance equipment and provide more funds in their annual budget for
 

maintenance.
 

uring the inspection/supervision phase, the engineering
 

consultant will prepare a detailed plan and schedule for the maintenance
 

the project road by MinComm following its completion.
of 


10. Weight Control
 

During the past several years, the Arab governments in
 

the Middle East have become increasingly aware of the need to control over

loading of trucks. Although the SARG has not stringently enforced weight
 

limits in the past, it is considered that they are now well aware of the
 

need for stricter enforcement. The loan agreement will identify the need
 

for SARO to establish and enforce weight control measures.
 

1/ A 1963 IDA credit provided for consulting services to prepare a program
 

The formal establishment of a Central
for the reorganization of the DHB. 


Maintenance Department was a condition of credit effectiveness for a 1972
 

IDA credit.
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B. Financial Analysis
 

1. Financing Highways: Most highway construction is financed
 

through budgetary allocations, however, as noted below, some fint.ncing
 
comes from foreign donors. Expenditures for highways has continued to
 

grow since 1965. The third Five-Year Plan 171-75 (FYP) provided SL 215
 

million ($53.8 million at $1 = LS 4.00) for improving and constructing
 

roads and SL 18 ($4.5 million) for studies, training and the purchase of
 

maintenance and laboratory equipment. The third FYP accent on highway
 
expansion was based upon a "Development of the Highway System" prepared by
 
SCET with IDA financing. The fourth FYP (1976-80) includes a proposed
 
investment of LS 1.6 billion in new road construction with a total
 
length of 1926 km.
 

Taxes are imposed on road users through (a) duties on vehicles
 
and spare parts; (b) taxes on gasoline and diesel oil and (c) vehicle
 

registration fees. These revenues go into general reserve fund and are
 

not earmarked specifically for highway purposes.
 

2. Other Donor Activities in the Highway Sector
 

The IBRD has authorized two IDA credit loans to SARG for
 

development of the highway network. A 1963 loan for $9.9 million provided
 

funds for both road construction and road studies. A second loan in 1973
 
provided $13.8 million for additional road construction and studies.
 

3. Financial Plan: The total estimated project costs and sources
 

of financing are as follows:
 

IN 	1000's DOLLARS
 
($=LS 4.0)
 

ITEM SARG FINANCING AID FINANCING TOTAL 
LC FX LO FX 

Feasibility Study 439 0 0 0 439 
Right of Way 2500 0 0 0 2500 
Design & Prepare IFB 80 0 0 670 750 
Designby SCET 2000 0 0 0 2000 
Supervision 3213 0 0 2719 5932 
Construction 23952 4,929 0 30454 59335 
Construction 611 774 0 4780 6165 

Contingencies (10%) 
Construction In- 8873 1,178 0 7277 17328 
flation of Prices 

Sub Totals 41668 6,881 	 0 45900 94449
 

Totals SARG 48,549 (51.4%) 	 AID $45900 (48.6%) 94, 449 (100%) 

As noted in above plan the AID loan will finance 48.6 percent
 
of the total $94,449 million project cost and 87 percent of the estimated
 
foreign exchange costs. The loan funds will be used to finance all the FX
 
costs of engineering services and 97 percent of the FX cost of US
 
construction services. Those items within the construction contract which
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are expected to be of U.S. source and origin are: U.S. contractors'
 

employee salaries, company profit and overhead, vehicle and equipment
 

purchases and depreciation, spare parts, appliauces anid similar elemeuts 

of conr~t tor': ~iS s ui1'ol Anl% . :vt .' 
procurement from locAl sources ol tho 1,-i1o iig maIo'ia1i is l'1e 
steel piling and reinforcing, asphalt, 1"01,, cement and wood for form 
work. The origin of these items and the quantities to be used for the 
Project cannot be determined now; the country of origin could be a code 
941 country, a code 935 country or a non-code 935 country. A substantial 

portion of Syria's overall requirements is usually imported into Syria 
from countries not included in code 935. The origin of the commodities
 
listed above will not be identifiable after their incorporation into the
 

project. We propose to consider all items purchased by the contractor
 
on the Syrian market as being of Syrian source and not to attempt
 

verification of their origin.
 
4. Disbursement Schedule: It is expected that loan tunas wi±i 

be disbursed over a five year period with estimated disbursements in
 

1000's of dollars as follows:
 

Engr. Design Construction Engr. Supervision
 

1976/77 FY 77 100% $670
 
1977/78 FY 78 30% 12,753 25% 680
 

1978/79 FY 79 20% 8,502 25% 680
 
1979/80 FY 80 25% 10,628 25% 680
 
1980/81 FY 81 25% 10,628 25% 6!9
 

TOTAL $670 $42,511 $2,719
 

C. Economic Analysis
 

1. Methodology: The economic benefits of the proposed project
 

were prepared by SCET. Calculations were reviewed by
 

AID and adjusted to eliminate taxes from the cost data. Since SCET did
 

not consider inflation the construction costs were increased to compensate
 

for inflation between 1976 and the period of actual construction, 1977-81.
 

2. Summary: Based on the estimated construction cost, maintenance 

cost, and the road users savings (exclusive of taxes). The economic rate 
of return was found to be 12.4%. A sensitivity analysis was made for a 
possible 10% increase in construction and engineering costs which when 
combinedwith 10% less benefits would yield a rate of return of 9.9%. 

3. Benefit Calculations: The benefits of the project are
 
calculated in terms of savings to road users. These savings are calculated
 
for normal and generated traffic for a 25-yeqr period (1976-2000).
 

Road users are grouped as follows:
 

a. Public transport companies (trucks, buses).
 
b. Private persons driving passenger cars and trucks.
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With regard to public transport companies, the assumption is made that
 
the cost of vehicle operation on existing roads plus reasonable overhead
 
and profits is reflected in the tariffs charged to shippers. Moreover,
 
it is assumed that the reductions in vehicle operating costs from road
 
improvement will be passed on to the shippers in the form of lower tariffs.
 
These SCET assumptions appeared reasonable and were accepted.
 

Private users of automobiles are assumed to be cognizant of the
 

actual cost of vehicle operation, i.e., savings in operating costs will
 

be taken into account by the users. Savings in vehicle operating costs
 

from the proposed road improvement project are calculated both with and
 

without time savings.
 

In the calculation of the economic rate of return, however,
 
road user benefits are conservatively estimated excluding time benefits.
 

In estimating user savings, vehicle operating costs are calculated for
 

typical types of trucks, buses and passenger cars. The influence of
 

vehicle speed, terrain and road surface as well as traffic conditions on
 

operating costs is noted.
 

The above methodology of calculating road user benefits conforms
 
to accepted professional standards in the U.S. Unlike U.S. practices,
 
however, the French consultant firm included taxes in the calculation
 
of road user savings. Because the incidence of taxation is noted, a
 

recalculation of road user savings exclusive of taxes could be carried
 
out on the basis of the data in the consultant report. Consequently,
 
the economic rate of return was recalculated at 12.4% for the entire
 
Damascus-Jordan border road project.
 

4. Sensitivity Analysis: The consultants tested the results of
 

the economic analysis by a sensitivity analysis of the traffic projections
 

with different traffic demand elasticities and consequent different road
 

user savings.
 

In lieu of the sensitivity analysis conducted by the consultant
 

(which includes taxes in the calculation of road user benefits), a
 
sensitivity analysis was conducted to test the consequences of a 10%
 
decrease in overall benefits coupled with a 10% increase in construction
 
and engineering costs. The rate of return is 9.9%.
 

5. Economic Evaluation of the Project Road by Section
 
The consultant report also calculated the internal rate of return by road
 

section, resulting in high returns for the Damascus-Kiswe section (9 kms)
 
and the Kiswe-Sheik Meskin section (59 km) and decreasing rates of return
 

reflecting decreasing traffic volumes approaching the Jordan border. On
 
the basis of the low rate of return of the last section, the consultant
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noted that the last 11 kms could be constructed to the same geometric
 
standards as the present connection in Jordan that is, two traffic lanes
 
only. However, the consultant report does not estimate the savings from
 
a reduction from four lanes to two lanes on the ultimate 11 kms of the
 
project road nor does he comment on the Jordan highway connection study

now underway. The SCET economic evaluation is based on the cost of a
 

four-lane highway all the way to the border (104 kms). The Jordan connec
tion study will provide an economic analysis in support of recommended
 
road capacity. The study will be completed for review by the engineer
ing firm who will prepare designs for US bidders.
 

In view of the trend of rising construction costs and ongoing
 
plans in Jordan to reconstruct the road from Amman to the Syrian border
 
with four lanes the project committee in this paper has considered construc
tion costs for four lanes of traffic along the entire route.
 

The results of the economic analysis with traffic and benefit
 
calculations are found in Annex C.
 

D. Environmental Analysis
 

The entire route
 
will be on new location traversing relatively flat semi-arid terrain of
 
potential agricultural development. The northern end of the route will
 
require clearing a path through a cultivated grove of trees (non fruit).
 
There are no major navigable waterways, streams or lakes crossed in
 
the vicinity of the proposed route. Wild life appears to be practically
 
non-existent. The proposed route by-passes all population centers. In
 
addition to road drainage structures, the project will provide for grading
 
and/or structures required to maintain and/or improve existing natural
 
surface drainage patterns in order to mitigate land erosion problems in
 
or contiguous to the road right-of-way. Since the route is a completely
 
new alignment there will be no disturbance to existing traffic patterns
 
of pedestrian and vehicle movements. Although detailed investigations
 
have not been made as to the source of borrow materials for construction,
 
they are expected to be available from established existing sources. The 
construction plans will require that measures be taken to control dust and 
silt pollutants in the establishment and use of borrow pits. Pits will 
be restored to conform to natural surroundings following their use. Project plans 
and specifications will also provide for the proper disposal of any 
excess construction materials such as cement, chemicals, petroleum products 
or excess excavation earthwork so as to avoid adverse aesthetic and/or 
environmental consequences. 

The project will have a positive effect on the environment by
 
removing through traffic from the population settlements bisected by the
 
present route. This will reduce traffic congestion and improve pedestrian
 
safety. The route will provide easier access to and open up new areas
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for agricultural development and is expected to encourage beneficial 
settlement of farming families to these areas. 

Possible temporary environmental problems created by
 
the project will include: dust pollution from construction activities;
 
heavier than normal traffic from construction vehicles using new or
 
existing feeder roads connecting construction camp to the work site;
 
and exhaust emission pollution from construction equipment. As
 
part of design responsibilities, the U.S. engineering firm will be
 
requested to identify, and resolve--to the extent possible--any
 
adverse environmental effect that the project might encourage or
 
create.
 

In summary, based on the foregoing analysis, the proposed
 
project will have a minimal adverse effect on the environment.
 
The Project Committee believes a comprehensive environmental analysis
 
and assessment will not be required.
 

IV. IMPLEMENTATION PLANNING
 

A. Administrative Arrangements: The following paragraphs
 
set forth the implementation tasks assigned to those agencies or
 
consultants upon whom project success depends.
 

1. Role of Ministry of Communications: The MIN COM 
through its Dictorate of Roads and Bridges shall, in cooperation 
with USAID/Syria, prepare Commerce Business Daily (CBD) advertise
ments soliciting interest and prequalification separately for engineering
 
services and construction services. As set forth in Handbook 3
 
procedures, the MIN COM will document evaluations of interested
 
U.S. engineering and construction firms and prequalify and short 
list those engineering firms from whom detailed proposals shall be 
requested. Construction contractor interest will be similarly 
solicited through the CBD and firms with overseas experience on 
projects of similar magnitude shall be prequalified to bid. 

Contracts for engineering and construction shall
 
be prepared by MIN COM with the assistance of the selected engineering
 
firm.
 

Other responsibilities of the MIN COM include certification
 
of work pearformed and initiating project progress disbursements and
 
reporting.
 

2. Role of AID: As noted above, USAID/Syria will
 
coordinate and cooperate with the MIN COM in CBD advertisements.
 
Together with MIN COM representatives, the USAID representative
 
will monitor project progress and insure reporting responsibilities
 
are carried out. Implementation letters will be issued by USAID/
 
Syria and SARG financing requests acted upon. In view of the magnitude
 
and character of the project, the most appropriate member of the USAID
 
to carry out such monitoring should be a direct hire engineer.
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3. Role of Engineering Consultant: As set forth in
 
greater detail in the Technical Analysis, a IT.S. engineering firm
 
will be needed to modify the SCET construction plans and specifications
 
to conform with UI.S. accepted practice and prepare the Invitation for
 
Bids (IFB) to carry out construction services. The selected firm
 
will have overseas experience on projects of similar magnitude and
 
character and have a facility for transposing and translating that
 
technical work already carried out by the French consultant, SCET.
 
The two types of engineering services proposed for this project
 
should be carried out by the same firm, preferably under a single
 
contract. The firm shall act on behalf of the MIN COM and assist
 
in bid analysis and advise SARG officials as necessary in the
 
implementation of the project.
 

4. Role of Construction Contractor: A U.S. construction 
firm prequalified for bidding on the project will be competitively 
selected as lowest lump sum/unit price bidder for the provision of 
construction services to carry out the project. By contract with 
the SARG and under the supervision of the U.S. engineering consultant 
he shall carry out the construction work in accordance with the 
technical and contractual conditions of performance set forth in 
the 	IFB which will be consistent with AID Handbook 11 guidelines and 
procedures.
 

B. General Implementation Schedule: The following is a
 
schedule for :
 

1. 	Loan Implementation Actions:
 

Authorization, Loan Agreement
 
signed, and Implementation Letter
 
No. 1 Issued 30 Jun 1976
 

Loan Ratified by SARG 	 Oct 1976
 

Conditions Precedent met to 1st
 
Disbursement (A&E Contract) Jan 1977
 

Request for 1st Disbursement 	 Jan 1977
 

Conditions Precedent to 2nd
 
Disbursement (Construction
 
Contract) 31 Aug 1977
 

Terminal Date for Disbursement(TDD) 30 Jun 1981
 

_/ 	The extended time required to meet initial CPs is based upon
 
the CP which requires a signed engineering contract to review
 
and "Americanize" design work done by the French firm SCET.
 
Clearly, implementation cannot proceed without such a contract.
 
Recent experience in Syria has shown that a six to nine month
 
period might be required between CBD advertisement and execution
 
of a contract.
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2. 	Project Implementation Actions
 

Advertise for A/E Expressions of
 
Interest in CBD i Jul 1976
 

Submissions Due I Aug 1976
 

Analyze Expressions, Issue Requests
 
for Proposal (RFP), Prepare Short
 
List I Sep 1976
 

Receive Proposals 1 Oct 1976 

Analyze Proposals, Select A&E 
Design Firm, Request Contract 
Negotiation 1 Nov 1976 

Negotiate A/E Contract 	 15 Dec 1976
 

Formal AID Approval and Execution 
A/E Contract 1 Jan 1977 

Advertise in CBD for Prequalifica

tion of Construction Contractors 15 Feb 1977
 

Receive Prequalification
 
Construction Contractors 1 Apr 1977
 

Prequalify Construction
 

Contractors, AID Approval 	 1 May 1977
 

AID Approval of IFB, and Issue
 
IFB to Prequalified Contractors 15 May 1977
 

Receive Construction Bids 31 Jul 1977
 

Negotiate and Award Construction
 

Contract 31 Aug 1977
 

Contractor Mobilizes 30 Sep 1977
 

Complete Construction 30 Jun 1981
 

C. Evaluation Plan: As discussed in the Logical Framework
 
(Part II F) the project is expected to improve the travel between
 
Damascus and Jordan both in terms of quantity and quality. These
 
objectives can be confirmed following project completion by taking
 
traffic counts, measuring transit times, surveying and interviewing
 
truck drivers as to the extent of produce and commodities carried
 
and the origin and destination of those vehicles crossing the border.
 
Much of these data are regularly gathered by the SARG DHB.
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D. 	Planned Performance Tracking of Project: A Planned
 
found in Annex E.
Performance Tracking (PPT) Network Chart is 


A four year construction period and an estimated one year design
 

effort and start up period resu.t in a five year project. Except
 

for the critical project indicator (CPI) which ends construction
 

the remaining CPI's deal with implementation actions. Particularly
 

critical are those involving SARG and the process of negotiating and
 

executing contracts. Past experience withSyria's projects has
 

prompted the Project Committee to maximize the period for satisfaction
 

of Initial CP's, one of which requires an executed contract with a
 

U.S. engineering firm to review and upgrade the SCET designs and
 

prepare the IFB. Once construction has started with an executed 

contract in August, 1977, there are regular monitoring and reporting
 

a monthly assessment of construction
requirements which will result in 


schedule and achievement of completion objective in June, 1981.
 

E. Conditions and Covenants
 

1. Conditions Precedent: In addition to standard
 

conditions precedent relating to a legal opinion and a statement
 

of borrower's representatives additional conditions precedent will
 

be included in the loan agreement as follows:
 

a. CP to Initial Disbursement: An executed contract
 

with a U.S. engineering finn providing for the preparation of bid
 

documents and such design work as required to adapt the project for
 

construction by U.S. contractors and to assist SARG in the bid analysis.
 

b. CP to Disbursement for Construction Services:
 

(1) An executed contract with a U.S. engineering
 

firm for the provision of services for supervision of construction.
 

(2) An executed contract with U.S. construction
 

contractor for the construction of the project.
 

(3) Evidence of satisfactory arrangements for
 

the acquisition of all necessary rights-of\-way for the highway.
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2. Covenants
 

a. The borrower will provide promptly, all required
 
financial resources to fund the local cost portions of the engineering
 
and construction services contracts and such additional FX required to
 
finance the construction.
 

b. The borrower will assure, through regularly
 
appropriated funds, that the project highway will be maintained.
 

c. The borrower will undertake enforcement weight
 
restrictions on trucks using the project road.
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ECONOMIC ANALYSIS 

A. Traffic 

1. Existing Traffic; The Ministry of Conummunications conducts 
regular traffic counts. On the Damascus-Jordaniau border road (EM-5), 
traffic counts date back to 1967. Additional counts and origin and
 

destination studies were carried out by the SCET for the purpose 
of project appraisal. Average daily traffic volune (1975) between 
Damascus and Deraa was found to be 7,621 on the first section between
 

Damascus and Kiswe, 3,787 on the Kiswe-Sheik Meskin section and 
2,007 on the Sheik Meskin-Deraa section. Trucks constituted about 
45% of the traffic on the first two sections of the road from 

Damascus, declining to 32% of the traffic on the section before
 

entering the town of Deraa. The relative importance of bus traffic
 
varied from about 20# in the middle sections of the road to 4% in the
 

section close to Deraa. Passenger cars and other light vehicles
 

made up 45% of the traffic on the section adjacent to Damascus,
 
about 40% on the middle section and 64% of traffic on the section
 
approaching Deraa.
 

The results of the origin and destination survey were tabulated
 

in a network matrix with 11 domestic nodes and 4 foreign nodes.
 
The foreign nodes include Lebanon, Jordan, Iraq and points north
 
(Turkey and Europe). A matrix for 1976 was constructed assuming
 
normalization of traffic with Lebanon and the resumption of Syrian
 

and Jordanian transit trade through Beirut._/ This matrix shows
 
that an average 490 trucks per day originating in Damascus are
 
destined for Deraa; 413 trucks for Jordan, and 822 trucks for the
 
adjacent industrial area of Kiswe. Destination Suweida applies
 
to 177 trucks originating in Damascus. Suweida is reached by turning
 
east from the project road at Ezraa on route number 110.
 

An average daily traffic of 1,481 light vehicles (private
 
cars and taxis) is shown in the matrix as originating in Damascus
 
with destination Kiswe, 540 cars with destination Jordan.
 

2. Future Traffic: Traffic is projected by road section and by
 

type of vehicle. Separame projections are made for through traffic
 
and local traffic, normal traffic and generated traffic.
 

Basic considerations for the traffic projections:
 

_/ 	 Although the resumption of "normalization" of traffic with
 
Lebanon has not yet occurred, nor can its date be predicted,
 
the diversion of cargo previously destined for Beirut, thence
 
inland to and through Syria, can be assumed to be unloaded
 
at Syrian ports or travel overland, for those commodities
 
originating in Europe. Therefore, traffic on the project road 
will not be affected regardless of whether the trucks leave 

orDamascus after arriving from Beirut or Tartous or Latakia 
Turkey. 
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- Historic traffic growth: rate of growth on
 

existing road between Damascus and the Jordanian 
border 1967 to 1971 was 11% per year. 

- Origin and destination studies.
 

- Composition of traffic as between domestic and 
international traffic. 

- Review of the growth of Syrian vehicle fleet by 

type of vehicle - average growth rate from 1970 
to 1974 was found to be 6.4%. 

- Review of the relationship between ownership of 

vehicles and population and income trends. 

Based on the above considerations, the traffic growth
 

rates assumed in the projections are:
 

- Truck Traffic: 8% per year 1974-1991 
4.6% per year 1991-2001 

- International Truck Traffic - 5.7% 

- Bus Traffic: Average annual rate of 4.5% 

- Passenger Traffic: Average annual rate of growth 

between 7.5% and 7.8% depending on the section 
of road 

Traffic projections (1976-2001) by road section show an
 

increase from 7,621 ADT to 37,500 ADT on the most heavily used
 

section close to Damascus and an increase from 2,423 ADT to 11,900
 

ADT on the section with the least traffic close to the Jordanian
 

border, as follows:
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ESTIMATED TRAFFIC ON PROJECT ROAD
 
SECTION 1
 

From Route E,15 From Route RN 110 	 TOTAL 

Year Normal Generated Total Normal Generated Total Normal Generated Total
 

1981 7801 1833 9634 841 29 870 8642 1862 10504 
1986 1130 3914 15944 1318 88 1406 12448 4002 16450 
1991 15441 4046 19487 1922 154 2076 17363 6122 24485 
1996 20419 4325 24745 2547 232 2779 22966 7104 30070
 
2001 25627 	 5526 31153 3031 323 3354 28658 8880 37538
 

SECTION 2
 

Derived from Route EM5 	 Derived fromRoute RN 110
 

Year Normal Generated Total Normal Generated Total Normal Generated Total
 

1981 4581 	 1290 5871 841 29 870 5422 1319 6741
 
2067 1318 1406 2155
1986 6814 	 8881 88 8132 10287
 

1991 9612 	 3665 
 13277 1922 154 2076 11534 3819 15353
 
1996 12496 6421 18917 2547 232 2779 15043 
 6653 21696
 
2001 14778 	 7740 22518 3031 323 3354 17809 8063 25872
 

SECTION 3 
 SECTION 4
 

Derived from Route EM5 
 Derived from Route EM5
 

Year Normal Generated Total 	 Year 
Normal Generated Total
 

1981 4362 528 
 4890 	 1981 2978 337 3315
 
1986 6541 997 	 7538 
 1986 4475 689 	 5164
 
1991 9293 1994 11287 1991 6256 1158 7414
 
1996 12072 3724 15796 1996 8059 1847 9906
 
2001 14283 5028 19311 2001 9446 
 2492 11938
 

Note: Traffic for 1976: 	 Section 1 - 7,621 
Section 2 - 3,317 
Section 3 - 3,297 
Section 4 - 2,423 
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B. Cost Data
 

1. The total project cost includes feasibility study engineering, 

right-of-way and construction. These elements are discussed il the 

Technical Analysis (Part ITI, A). 

2. Maintenance costs on the project road are estimated to start 

in 1981 and to increase gradually as follows: 

Estimated Incremental Maintenance Costs
 

(Millions of Syrian Pounds) 

Cost
Selected Years 


1981 0.145 
1986 3.057 
1991 3.785 
1996 4.513 
2000 5.096 

3. Vehicle operating costs on the existing road are estimated
 

for trucks, passenger vehicles and buses.
 

A typical truck is amortized over 8 years. 

At an average speed of 50 kn/hr a heavy Mercedes truck
 

cost 1.03 Syrian pounds per vehicle/kn to operate, exclusive of
 

taxes. Average economic operating cost per vehicle/km is as follows:
 

Average Operating Cost 

L.S. per Vehicle/Km.
Mercedes Truck 


Amortization 0.47 
0.24Salaries 
0.02Insurance 


Fuel 0.05 
0.22
Tires 


Maintenance & Repairs 0.23
 
Total 
 1.03
 

Similarly, vehicle costs are estimated for typical passenger vehicles
 
and buses.
 

For a Peugeot 504 the average cost per vehicle/km is LS 0.19 

(excluding taxes) with 6-year amortization period and at a speed
 
of 64 km/hr. A Mercedes bus, amortized in 8 years and at an average
 

operating speed of 50 km/hr is estimated to cost LS 0.94 per bus/hr
 

to operate exclusive of taxes.
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4. Road User Trip Savings: The project road is scheduled for
 
completion by 1981. 
 Average trip cost for the various classes of
 
vehicles was calculated via the existing road and compared to average
 
trip cost on the project road.
 

5. Summary Tables were prepared using foregoing benefits and
 
costs. The economic internal rate of retrn was 
calculated to be
 
12.4%. Calculations are found in Table following.
 

Sensitivity analyses were also made for + 10% change in cost 
with a 10 decrease in benefits. The rate of return is 9.9%. 
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ECONOMIC RATE OF RETURN 

(Millions of Syrian Pounds)
 

Total Gross Net 
Year Costs Benefits Benefits 

1 9.756 - (9.756) 
2 49.097 - (49.097) 
3 72.193 - (72.193) 
4 72.196 - (72.196) 
5 
6 

88. 760 
85.939!' 1 25.3752/ 

(88.760) 
(60.564) 

7 0.436 30.252 29.816 
8 0.874 33.368 32.494 
9 2.038 36.571 34.533 
10 2.912 41.362 38.450 
11 3.057 47.637 44.580 
12 3.203 51.829 48.626 
13 3.348 57.997 54.649 
14 3.495 65.130 61.635 
15 3.640 73.076 69.436 
16 3.785 84.394 80.609 
17 3.932 87.939 84.007 
18 4.076 103.856 99.780 
19 4.222 115.799 111.579 
20 4.367 127.958 123.591 
21 4.513 141.204 136.691 
22 4.695 151.653 146.994 
23 4.804 161.965 157.161 
24 4.950 170.063 165.113 
25 5.096 176.355 171.259 

Rate of Return 1
 

1/ Includes LS 85,794,000 construction costs plus LS 145)O00
 
maintenance costs
 

2/ Benefits reduced by 10% to reflect completion of last road
 
segement to Jordan border by middle of year 6.
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Sensitivity Anlysis 
Benefits Reduced by 10%Costs 
Increased by 10% (in Milions of Syrian Pounds) 

Net Benefits 
Year /Benefits -i%7 Discount Rate 

/Costs +1i! 10% 11% 

1 
2 
3 
4 
5 
6 
7 

(9756) 
(54007) 
(79412) 
(79416) 
(97636) 
(71696) 
27179 

(8869) 
(44634) 
(59663) 
(54242) 
(60624) 
(40471) 
13947 

(8791) 
(43833) 
(58065) 
(52314) 
(57942) 
(38332) 
13091 

8 29070 13561 12614 
9 30672 13008 11990 
10 
11 

34029 
39510 

13116 
13848 

11984 
12557 

12 43123 13740 12326 
13 48514 14053 12493 
14 54772 14423 12707 
15 61764 14786 12909 
16 71791 15624 13518 
17 74820 14803 12692 
18 88986 16005 13599 
19 99575 16281 13709 
20 110358 16404 13688 
21 122120 16502 13646 
22 131323 16133 13220 
23 140484 15689 12741 
24 147612 14986 12061 
25 153113 14132 11270 

(188) (16458) 

Rate of Return 



ANNEX D-l tDAMAS 

LOCATION OF STRUCTURES AND INTERCHANGES
 

1) Partial Interchange North of Kiswe Km 5.310 

2) Partial Interchange and RR Crossover South of Kiswe Km 8.830 

3) Structure Over Road Kiswe to Deir Ali Km 13.800 

4) Structure Over Railroad Km 15.800 W,43 

5) Structure at Road to Jbab Km 36.060'i . 

6) Structure Over Railroad Km 39.700 

7) Full Interchange at Sanamayn Km 46.770 

8) Structure Over Railroad and Road Onaye to Ezraa Km 57.350 

9) Full Interchange at Shaykh Miskin Km 68.250 

10) Structure at Road Shaykh Miskin to Namer Km 72.960 

11) Structure at Road Da'il to Mlerah Km 78.950 

12) Structure Over Railroad Km 80.960o0t4'A [ 

13) Full Interchange at Deraa Km 93.100 

14) Structure Over RR and Road Naima to Taiba Km 98.090*!fl, 

15) Structure Over Railroad (End of Project) Km 104.123"##.#-#, Fin du 

JORDANIE, 
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PPT FORM
 

County: 
SYRIA 

Project No; Projecrt Titte: 
DAMASCUS TO DERAA HIGHWAY CONSTRUCTION 

Date: 
6/76 

/xx 
/ / 

riginatl 
R#vision N 

Appivd: 

CPI DESCRIPTION 

1. SARG Ratification of Loan Agreement 12/76 
2. SARG Sal-isfication of Initial CP s 2/77 
3. SARG Satisfaction of 2nd Disbursement CP s 8/77 
4. Completion of "Construction 6/81 
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CHECKLIST OF STATUTORY CRITERIA
 

The following abbreviations are used: 

FIA - Foreign Assistance Act of 1961, as amended. 

FAA, 1973 - Foreign Assistance Act of 1973. 

App. - Foreign Assistance and Related Programs Appropriation Act, 1974. 

MMA - Merchant Marine Act of 1936, as amended. 

BASIC AUTHORITY 

1. FAA § 103; 9 104; 9 105; Inapplicable. Loan is being 
106; § 107. Is loan beinq made provided from Security Supporting

Assistance funds. 
a. for agriculture, rural develop

ment or nutrition; 

.b. for population planning or health;
 

c. 	for education, public administration,
 
or human resources development;
 

d. 	to solve economic and social develop
ment problems in fields such as trans
portation, power, industry, urban
 
development, and export development;
 

e. 	in support of the general economy of the
 
recipient country or for development pro
grams conducted by private or inter
national organizations.
 

COVtNTRY PERFORMANCE 

Progress Towards Country Goals
 

2. FPA 20i (b) (5), (7)& (8); i 208 

A. 	Describe extent to which country is: Inapplicable. Loan is being
 
provided from Security Supporting
 

(1) Making appropriate efforts to Assistance funds.
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increase food production and
 
improve means for food storage
 
and distribution.
 

(2) Creating a favorable climate
 
for foreign and domestic private
 
enterprise and investment.
 

(3) Increasing the public's role in
 

the developmental process.
 



Page 3 of 17 pages
 

(4) 	(a) Allocating available
 
budgetary resources to
 
development.
 

(b) Diverting such resources
 
for unnecessary military expen
diture (See also Item No. 20)
 
and intervention in affairs of
 
other free and independent
 
nations.) (See also Item No.
 
11)
 

(5) Making economic, social, and
 
political reforms such as tax col
lection improvements and changes in
 
land tenure arrangements, and
 
making progress toward respect for
 
the rule of law, freedom of express
ion and of the press, and recogniz
ing the importance of individual
 
freedom, initiative, and private
 
enterprise.
 

(6) Willing to contribute funds
 
to the project of program.
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(7) Otherwise responding to the 
vital econonic, political, and 
social concerns of its people, and 
demonstrating a clear determination 
to take effective self-help measures. 

B. Are above factors taken into account
 
in the furnishing of the subject
 
assistance?
 

Treatment of U.S. Citizens and firms.
 

3. FAA § 620(c). If assistance is to a There are at present no claims 
government, is the government liable meetinq the criteria for termination 
as debtor or unconditional guarantor of assistance pursuant to this Section. 
on any debt to a U.S. citizen for However, Syria is now discussing 
goods or services furnished or ordered with the U.S.(. and private 
where (a) asuch citizen has exhausted creditors the status of all 
available legal remedies and (b) debt remaining outstanding debts of 
is not denied or contested by such Syria, in order to reach negotiated 
government? settlement. 

4. FAA 9 620(e) (1). If assistance is to Syria, has taken action in the past, 
a government, has it (incl'uding govern- which without L propriate action 
ment agencies or subdivisions) taken on Syria's part would call for 
any action which has the effect or 620(e) sanction. Syria is now 
nationalizing, expropriating, or other- discussing the resolution of these 
wise seizing ownership or control of claims with the U.S.G. and private 
property of U.S. citizens or entities creditors. A determination has 
benefically owned by them without been made that Syria is taking 
taking steps to discharge its appropriate steps to discharge its 
obligations toward such citizens or obligations. 
entities? 

5. 	 FAA § 620(o); Fisherman's Protective No instance of any such seizure or
 
Act § 5. If country has seized, or imposition of such penalty or
 
imposed any penalty or sanction against, sanctions is now known.
 
any U.S. fishing vessel on account of its
 
fishing activities in international
 
waters,
 

a. has any deduction required by Fisher
men's Protective Act been made?
 

b. has complete denial of assistance
 
been considered by A.I.D. Administrator?
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Relations with L'.S. Goverrment and Other Nations. 

6. 	 FAA § ,C(3). Does recipient country fur- No instance of such conduct is 
n s7itice to Cuba or fail to take known. 
appropriate steps to prevent ships or air
craft under its flag from carrying cargoes 
to or from Cuba.
 

7. 	 FAA § 620(b). If assistance is to The Secretary of State has
 
a government, has the Secretary of determined that Syria is not
 
State determined that it is not controlled by the international
 
controlled by the international communist movement.
 
Cor~nunist movement?
 

8. 	 FAA § 620(d). If assistance is for The purpose of the contemplated
 
any productive enterprise which will propram is not to assist the conduct
 
compete in the United States with or operation of a productive enter-

United States enterprise, is there prise within the meaninq of 620(d).
 
an agreement by the recipient country
 
to prevent export to the United States
 
of more than 20% of the enterprise's
 
annual production during the life
 
of the loan?
 

9. 	 FAA § 620(f). Is recipient country The recipient is not a communist
 
a Communist country? country.
 

10. 	 FAA § 620(i). Is recipient country The President has not determined
 
in any way involved in (a) subversion that the recipient country is
 
of, or military aggression against, involved in such conduct.
 
the United States or any country
 
receiving U.S. assistance, or (b)
 
the planning of such subversion or
 
aggression?
 

11. FAA § 620(0). Has the country permitted, There is not reason to believe that
 
or failed to take adequate measures to Syria will fail to take adequate
 
prevent, the damage or destruction, measures to prevent the recurrence
 
by mob action, of U.S. property? of mob action which may result in
 

damage or destruction to U.S.
 
pronerty within Syria. Negotia
tions pertaining to settlement of
 
old claims pertaining to such
 
damaqe will take place soon.
 

12. 	 FAA § 620(l). If the country has failed The institution of an investment
 
to institute the investment guaranty guaranty program is now under
 
program for the specific risks of review. 
A.I.D. has not considered
 
expropriation, in convertibility or denying assistance for this reason.
 
confiscation, has the the A.I.D. admini
stration within the past year considered denying

assistzUce to such government for this reason?
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13. 	 FM S 6?(n). Does recipient country 
Turnish -Jjs to North Viet-Nam or 
permit - hips or aircraft under its 
flag to carry cargoes to or from 
North Viet-Nam? 

14. 	 FAA , 620(q). Is the government of 

1 -FIAA i ient Isuthe inent of 

tretrient country in default on 

interest or principal of any A.I.D. 

loanl to the country? 


15. 	 FAA § 620(t). Has the country 

severed diplomatic relations with 

the United States? If so, have they 

been resumed and have new bilateral 

assistance agreements been negotiated


uchnesutiod
andstegremints en
and entered into since such resumption. 


16. 	 FAA § 620(u). What is the payment 

status 	of the country's U.N. obli-


If the country is in
gations? 

arrears, were such arrearages taken
 
into account by the A.I.D. Administrator
 
in determining the current A.I.D.
 
Operational Year Budget?
 

17. 	 FAA § 481. Has the government of 

recipient country failed to take 

adequate steps to prevent narcotic 

drugs and other controlled substances 

(as defined by the Comprehensive Drug
 
Abuse Prevention and Control Act of
 
1970) produced or processed, inwhole
 
or in part, in such country, or trans
ported through such country, from being
 
sold illegally within the jurisdiction
 
of such country to U.S. Government
 
personnel or their dependents, or from
 
entering the U.S. unlawfully?
 

18. 	 FAA § 659. If (a) military base is 

located in recipient country, and was
 
constructed or is being maintained or
 
operated with funds furnished by U.S.,
 
and (b)U.S. personnel carry out
 
military operations from such base,
 
has the President determined thaL the
 
government of recipient country has
 
authorized regular access to U.S.
 
correspondents to such base?
 

Syria is not known to be ennaged
 
in such a course of conduct.
 

The Administrator has determined
 
that assistance to Syria is in the
 
national interest, despite the
 
prohibition contained in Section
 
620(q).
 

Syria broke diplomatic relations
 
with the U.S. in 1967. Diplomatic
 
relations have now been resumed,
 
and the two governments are
 
actively neqotiating an up-dated
 
bilateral assistance agreement to
 
replace the earlier agreement still
 
in effect.
 
Syria is up to date in payment of
 
its U.N. obligations.
 

The President has made no
 
determination under Section 481
 
that 	Syria is 4n violation of
 
this 	section.
 

Inapplicable.
 



_______ 

-- --
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119., 	 FAA 620(s). What percentage 'of ~ countryV budget i s for mlitittry 
'' 

expenditurt~s? Howmuch of foreign

exchange resources spent 'on milIitary 


4 equ ipriient? How much spent for the

purchase Of sophisticated weapons...

systems? (Consideration of these 


Jpoints isto be coordinated wi th
the Bureau for Program and Policy
Coordination, Regional Coordinators 
and Military Assistance Staff (PPC/RC) ) 

CONDITIONS OF TH LOAN 

General Soundness
 

20. 	 FAA 201(d). Information and con-

clu-sion on reasonableness and legality

(under laws' of country and the United
States) of lending and relending terms
of the loan. 


FAA
2 ad. ur1uaplittoe
 

21 FA 201b)(2);§0 (e), Information 

and conclusion on activity's economic,'

and technicavsoundness; 
Ifloan is'not~
 maeprun oamultilateral plan,
and the anmount of the loan exceeds 

$100,000, has country submitted to 
 'A.I.D. an aDolication for sllch funds'

together with assurances to indicate',,:
that funds will be used in econioliallyan I.-~Iand technically Sound manper? ~ ~ 

A, 1 	P. is AaHl 'kinto acoup eacht 
of the,1 ii d sdrt 
a d 

as to culrrientmI~lti exedti&s 
bY' te SYr ans do not Inhibit 
econoi 
aid b~it ather~that-the
 
prjc'~ W firb t6
 
the underlyinq ijtent~of-:th6 FA
 

~~ti 0hc~ek~o~~j
ot
 
and to tiulateeco6iiitdelp.

nin, 


Items 20,11, 22, and 23 of this 

section of the chiecklist are

Inapplicable because the proposed

loan will be provided from Security

Supporting Assista'nce- funds. t
 

Iapial
 

~,~~
~'-.i3	 ".' 

~~ 
'x> 1 

'..-....It 
-

~ 

1 
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22. 	 FAA § 20 1 b)(2). Infor;2ation and Inaoplicable.
conclusiori on capacity of the country 
to repay tie loan, including
reasonableness of repayment prospects. 

23. 	 FAA § 201(b)(1). Information and Inapplicable.

coThI-iiH availability of financing
ionon 
from 	other free-world sources, including
private sources within the United States. 

24, 	 FAA § 611(a)(1). Prior to signing of 
 (a) 	These have been completed.
loan 	will there be (a) engineering, 
 (b) 	This has been completed.

financial, and other plans necessary
 
to carry out the assistance and
 
(b) a reasonably firm estimate of the
 
cost to the United States of the
 
assistance?
 

25. 	 FAA § 611(a)(2). If further legislative No further legislative action is
action is required within recipient 
 reouired to implement the project
 
country, what is basis for reasonable 
 other than the ratification action 
expectation that such action will be pertaining to the sigbed loan
completed in time to permit orderly agreement which in past cases

accomplishment of the purpose of the/loan 
 requires no more than 90 days
 

and has not delayed project

If loan is for Capital Yes. 


Assistance, and all U.S. assistance to exhibit to the Project Paper.
 
project now exceeds $1 million, has
 
Mission Director certified the country's

capability effectively to maintain and
 
utilize the project?
 

26. 	 FAA § 611(e). i plementation.A copy is attached as a,
 

Loan's Relationship to Achievementof
 
Country and Regional Goals
 

27. 	 EAA § 207 § 113. Extent to which Items 27, 28, 29, 30, 31, 32, 33,assistance reflects appropriate emphasis 34, 35, and 36 of this checklist
on: 	 (a) encouraging development of 
 are not applicable because the
democratic, economic, political and 
 proposed loan will be provided

social institutions; (b) self-help in 
 from 	Security Supporting Assistance
meeting the country's food needs; (c) improvg 
 funds.
 
availability of trained manpower in the
 
country; (d) programs designed to meet
 
the country's health needs; (e) other
 
important areas of economic, political,

and social development, including in
dustry; free labor unions, cooperatives,
 

SVoluntary Agencies; transporta tion
 
and communication; planning and public

administration; urban development, and
 
modernization of existing laws; 
or
 
(f) integrating women 
into the recipient
 
country's national economy.
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28. FAA § ?0' , . Is project susceptible of Trapplicable. 
executiorn as part of regional project?

If so. why is project not so executed?
 

29. FAA § 201(b)(4). Information and con-
cusion on activity's relationship to, 
and consistency with, other development 
activities, and its contribution to 
reliable long-range objectives. 

Inapplicable. 

30. FAA § 201(b)(9). Information and con-
elusion on whether or not the activity 
to be financed will contribute to the 
achievement of self-sustainipg growth. 

Inapplicable. 

31. FAA § 209. Information and conclusion 
whether assistance will encourage 
regional development programs. 

Inapplicable. 

32. FAA § Section 111. Discuss the extent 
to which the Ioan will strengthen the 
participation of the urban and rural 
poor in their country's development, 
and will assist in the development of 
cooperatives which will enable and 
encourage greater numbers of poor 
people to help themselves toward a 
better life. 

Inapplicable. 

33. FA § 201(f). If this is a project 
loan, describe how such project will 
promote the country's economic deve
opment taking into account the coun
try's human and material resource 
requirements and the relationship 

Inapplicable. 

project and overall economic 
development 
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34. FAA § 281(a). Describe extent to 
w'Th--C71-h-thi,an will contribute to 
the objecLive of assurirn r-ximur 
participation in the task of economic 
developwent on the part of the people 
of tile country, through the encourage
ment 	of democratic, private, and local
 
governmental institutions. 

35. 	 FAA § 281(b). Describe extent to which 


program recognizes the particular needs,
 
desires, and capacities of the people of
 
the country; utilizes the country's in
tellectual resources to encourage insti
tutional development; and supports civic
 
education and training in skills required
 
for effective participation in govern
mental and political processes essential
 
to self-government.
 

36. 	 FAA 9 201(b)(3). In what ways does the 

activity give reasonable promise of con
tributing to the development of economic
 
resources, or to the increase of produc
tive capacities?
 

37. 	 FAA § 601(a), Information and conclu-

sions whether loan will encourage ef-

forts of the country to: (a) increase 

the flow of international trade; (b)
nititiveandcompti-
fostrxivte 

foster private initiative and competi-
tion 	(c) encourage development and use 

of cooperatives, credit unions, and 

savings and loan associations; (d)
 
discourage monopolistic practices;
 
(e) improve technical efficiency of
 
industry, agriculture, and commerce;
 
and (f) strengthen free labor unions.
 

Inapplicable. 

Inapplicable.
 

Inapplicable.
 

The loan should help to increase
 
the flow of international trade
 
by providing an improved national
 
hy 	 cni ng wth
highway systemsystem connecting with
 
Jordan and to other countries and
 
should greatly improve efficiency
 
of land transportation in Syria.
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3F. FJ% 1]9. If assistance is for newly Syria is not a newly independent 

iniep !ndent country; is it furnished country. 
through multilateral organizations or 
plans to the maximum extent appropriate? 

Loan's Effect on U.S. and A.I.D. Program 

Items 	39 and 4n are not applicable
39. 	 FPJ 5 201(b)(6). Information and con-

because the proposed loan will
 clusion on possible effects of loan on 

be provided from Security Supporting
U.S. 	economy, with special reference to 

Assistance funds.
 areas of substantial labor surplus, and 


extent to which U.S. commodities and
 
assistance are furnished in a manner
 
consistent with improving the U.S. ba
lance of paymerts position.
 

40. 	 FAA § 202(a). Total amount of money Inapplicable.
 

under loan which is going directly to
 
private enterprise, is going to in
termediate credit institutions or
 
other borrowers for use by private
 
enterprise, is being used to finance
 
imports from private sources, or is
 
otherwise being used to finance pro
curements from private sources.
 

The loan will finance foreign

41. 	 FAA § 60l(b). Information and 


on how the loan will exchange costs of goods and services
 conclusion 

from 	the United States.
 encourage U.S. private trade and 


investment abroad and how it will
 
encourage private U.S. participation
 
in foreign assistance programs (including
 
use of Private trade channels and the
 
services of U.S. private enterprise).
 

42. 	 FAA § 601(d). If a capital Yes.
 

project, are engineering and pro
fessional services of U.S. firms
 
and their affiliates used to the
 
maximum extent consistent with
 
the national interest?
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,3. 	FAA 6r?. Irformaticn and con-
 The U.S. will be advised of
cIlsior :,.. r U.S. s!,lall 
business 
 Pronosed Procurements and will
%.;ill 	participate equitably in the 
 notify Small Business of the
 
furnishing oF goods and services opportunities.
 
fino.nced by the loan.
 

44. 	 FAA . 620 _). Will the loan promote No.
 
or assist the foreign aid projects
 
or activities of the Communist-Bloc
 
countries?
 

45. 	 FAA § 621. If Technical Assistance 
 Technical assistance requires to
is financed by the loan, informa-
 implement the project will be
tion 	and conclusion whether such 
 provided by the U.S. private sector

assistance will be furnished to 
 on a 	contract basis. 
 If such
the fullest extent practicable as assistance is obtained from other
goods and professional and other 
 Federal Aqencies it will be only
services from private enterprise 
 on 
the basis that such services are
on a 	contract basis. 
 If the 	 not competitive with the private
facilities of other Federal agencies 
 sector, are in fact the most suitable,

will 	be utilized, information and 
 and will not unduly interfere with
conclusion on whether they are 
 U.S. domestic programs.

particularly suitable, are~not
 
cofipetitive with private enter
prise, and can be made available
 
without undue interference with
 
domestic programs.
 

Loan's Compliance with Specific Requirements
 

46. 	 FAA § llO(a) ; § 208(e). In what Items 46, 48, 49, 50, and 51 
manner has or will the recipient this checklist are 
of
 

inapplicable

country provide assurances that it 
 because the proposed loan will be
will 	provide at least 25% of the costs 
 provided from .Security Supporting

of the program, project, or activity Assistance funds.

with respect to which the loan is to
 
be made?
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47. 	 FAA §660. Uill loan be used to 
finance police training or related 
protiram in recipient country? 

48. 	 1AA § 114. Will loan be used to pay 

for performance of abortions or to 
wotivate or coerce persons to
 
practice abortions?
 

49. 	 FAA § 201(b). Is the country among 


the 20 countries in which develop
ment loan funds may be used to make
 
loans in this fiscal year?
 

50. 	 FAA § 201(d). Is interest rate of loan 

at least 2% per annum during grace 

period and at least 3% per annum
 
thereafter?
 

51. 	 FAA § 201(f). If this is a project 

loan, what provisions have been made
 
for appropriate participation by the
 
recipient country's private
 
enterprise?
 

52. 	 FAA § 604(a). Will all commodity 

procurement financed under the loan 

be from the United States except as 

otherwise determined by tht President?
 

53. 	 FAA § 604(b). What provision is made 

to prevent financing commodity pro 


curement in bulk at prices higher
 
rhan adjusted U.S. market pr;ce?
 

No.
 

Inapplicable.
 

Inapplicable.
 

Inapplicable. (Loan will in fact
 
provide for such interest rate).
 

Inapplicable.
 

Yes. The loan authorizes
 
procurement onlv from the
 
United States.
 

Bulk commodity procurement is not
 
contemplated by the project.
 



54. 	 FAA h 604(d). If the cooperating 
country discriminates against U.S. 
i;.arin(, insurance co:-panies, will the 
loin a*-recz-ont require that marine 
in:zu rmIlt be placed in the United 

Statcs, on comodities financed by 
tie loan? 

55. 	 FAA § 604![. If offshore procure-


ment 	 of agricultural co,modity or 
product is to be financed, is there 

provision against such procurement
 
when the domestic price of such
 
commodity is less than parity?
 

56. 	 FAA § 604(f). If loan finances a 
commodity import program, will 
arrangements be made for supplier
 
certification to A.I.D. and A.I.D.
 
approval of comnodity as eligible
 
and suitable?
 

57. 	 FAA !!608(a). Information on 
measures to be taken to utilize 
U.S. Covernment excess personal 

property in lieu of the procure
ment of new items.
 

58. 	 FAA 9 611(b). App. 9 101. If lo-n 
finances water or water-related 
land 	 resource construction project 
or program, is there a benefit-cost
 
computation made, insofar as
 
practicable, in accordance with
 
the procedures set forth in the
 
Memorandum of the President dated
 
May 15, 1962?
 

59. 	 FAA § 611(c). If contracts for con-

struction are to be financed, what 

provision will be made that they be 

let on a competitive basis to
 
maximum extent practicable?
 

60. 	FAA 9 612(b); § 636(h). Describe 

steps taken to assure that, to the 

maximum extent possible, the country 

is contributing local currencies to 

meet the cost of contractual and
 
other services, and foreign currencies
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Syria has indicated that there will 
be no discrimination against U.S. 
maiinp insurance companies. This 
provision will be covered by the
 
loan 	anreement. 

No procurement of agricultural
 
commodities will be undertaken
 

under the Project.
 

Inapplicable.
 

Efforts will be made to utilize
 
excess property to the maximum
 
extent possible.
 

Inapplicable. 

A.I.D. regulations requiring
 
competition will be applicable
 
to the Loan.
 

Since the loan will finance U.S.
 
foreign exchange costs only,
 
Syria will provide local currencies
 
needed for the project.
 



owned by the United States are uti
lized to neet the cost of contractual
 
and otl!L'r services. 

61. 	 Sectio 30 and 31 of PL 93-1S9
 
(FAA of 1973). Will any part of 

the loan be used to finance 
directly or indirectly military
 
or paramilitary operations by the
 
U.S. or by foreign forces in or over
 
Laos. Cambodia, North Vietnam, South
 
VieLr,..., or Thailand?
 

62. 	 Section 37 of PL 93-189 (FAA of 1973);

App. 9 111. Will any part of this loan 

be used to aid or assist generally or
 
in the reconstruction of North Vietnam?
 

63. 	 FAA 9 612(d). Does the United States 

own excess foreign currency and, if 

so, what arrangements have been made 

for its release? 


64. 	 FA 620(g). What provision is there 

against use of subject assistance to 

compensate owners for expropriated or 

nationalized property?
 

65. 	 FAA § 620(k). If construction of pro-

ductive enterprise, will aggregate
 
value of assistance to be furnished by

the United States exceed $100 million?
 

66. 	 FAA 636(i). Will any loan funds be 

used to finance purchase, long-term 

lease, or exchange of motor vehicle
 
manufactured outside the United States,
 
or any guaranty of such a transaction?
 

67. 	 App. 0 103. 
Will 	any loan funds be 

used 	to pay pensions, etc., for
 
military personnel?
 

68. 	App. 0 105. 
 If loan is for capital 

project, is there provision for 

A.I.D. approval of all contractors 

and contract terms? 
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n. 

NlO.
 

Discussions are in progress, 
as
 
part of an overall settlement of
 
U.S. claims, reqarding Syrian
 
currency owned by the U.S. in
 
amounts nearly inexcess to U.S. needs.
 
The-scope of the loan project will
 
prohibit use of loan funds for any

such purpose.
 

Not applicable.
 

No, procurement is limited
 
to the United States.
 

No.
 

Yes. (If this statutory provision

is removed from this year's

legislation, this section iS to
 
be deleted).
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6(1. any 1.O;.3on
3i11. fLulIli be No.
ui:,c~l to p. ty UN as~tsiuents? 

70. APP- 108. Compliance with regu-
70.s o08. ompliameneowiUhS.egu The loan aqreement will requirelations on employment of U.S. compliance with A.I.D. Requlation 7.and(fthstauoypvions
local personnel. (A.I.D.
Regulation 7). (If this statutory provision is
removed from this year's legislation,
 

this section is to be deleted).
71. 
 App. § 11O. Will any of loan funds No.
 
be used to carry out provisions of
 
FAA 9 209(d)?
 

72. App. § 112. 
 Will any of the funds No.
 
appropriated or local currencies
 
generated as a result of AID assist
ance be used for support of police
 
or prison construction and adminis
tration in South Vietnam or for
 
support of police training of South
 
Vietnamese?
 

73. App. 0 113. Describe how' the 
 Congressional notification will
Committee on Appropriations of the 
 be madeconcerning A.I.D. plans to
Senate and House have been or will be 
 commit these loan funds to this
notified concerning the activity,

program, project, country, or other 

project dctivity. (Ifthis statutory

provision isremoved from this year's
operation to be financed by the Loan. 
 legislatidn, this section is to
 

74. App. 9 601. be deleted).
Will any loan funds be No.

used for publicity or propaganda
 
purposes within the United States
 
not authorized by Congress?
 

75. App. 9 604. 
Will any of the funds No.

appropriated for this project be
 
used to furnish petroleum fuels pro
duced in the continental United
 
States to Southeast Asia for use by

non-U.S. nationals?
 

76. MA 9 901.b; FAA§ 640C.(a) Compliance with requirement 
 The loan agreement will so require.
that at least 50 per centum of the
 
gross tonnage of commodities (com
puted separately for dry bulk
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carriert;, dry cargo liners, and 
Lankers) financed with funds made 
availa,01 under this loan shall be 
transiortecd on privately owned U.S.
flak, cornercial vessels to the 
extent Lhat such vessels are 
available at fair and reasonable
 
rates.
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EMBASSY OF THE 
UNITED STATES OF AMERICA 

AGENCY FOR INTERNATIONAL DEVELOPMENT
 

DAMASCUS, S.A.R.
 

DAMASCUS-DERAA HIGHWAY
 

Loan No.
 

CERTIFICATION PURSUANT TO SECTION 611 (e) OF THE
 

FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED
 

I, Gordon B. Ramsey, Representative of the Agency for International
 

Development in Syria, having taken into account, among other things,
 

the maintenance and utilization of projects in Syria previously
 

financed or assisted by the United States, do hereby certify that
 

in my judgment Syria has both the financial capability and the
 

human resources capability to effectively maintain and utilize the
 

Damascus-Deraa Highway capital assistance project.
 

This judgment is based upon general considerations discussed in the
 

capital assistance paper to which this certification is attached.
 

A.I.D. Repres it ve
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SYRIAN ARAB REPUBUIC 
PRESIDENCY OF THE COUNCIL 

OF MINISTERS 

STATE PLANNING COMMISSION 4Jj4 J h 

Ret 3 0661!.A. FRet.: 36/Ab 

Date : May..2,.T976 

Mr. Gordon B. Ramsey 
AID Representative 
Embassy of the United States of America 
Damascus, S.A.R. 

Dear Mr. Ramsey : 

In accordance with various discussions carried out between 
AID officials and the officials of the ministry of communications, 

The Government of Syrian Arab Republic requests that AID 
gives favorable consideration to a $ 45.9 million loan for financing
the foreign exchange costs of constructing the highway between 
Damascus andDara'a . 

We look forward to your prompt reply 

I ely 

Eng. ""a' ldu
 

Doput 'Ihnisterof te 
For Pl ng f . 
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Department of State TELEGRAM
 

UNCLASSIFIED 4868
 
PAGE 01 DAMASC 03334 2713OIZ
 

53 	 1 Jp T3 

ACTION AID-59
 

*.'INFO OCT-= NEA-10 EB-07 SSO-00 L-03 IGA-02 /082 W

"'''''''''''''---''-". 111473
 

0 271226Z MAY 76
 
FM AMEMBASSY DAMASCUS
 
TO SECSTATE WASHDC IMMEDIATE 7868
 

Li~ 	 UNCLAS DAMASCUS 3334 

AIDAC 

FOR KINGERGY, C/O NE/CD FROM RAMSEY
 

EO, 116521 N/A
 
TAGS:
 
SUBJI DAMASCUS - DERAA HIGHWAY
 

REF: STATE 124257
 

1. FOLLOWING MY 
DISCUSSIONS WITH MINISTER COMMUNICATIONS
 

AND VICE MINISTER STATE PLANNING ON POINT RAISED PARA I
 
REFTELi RECEIVED FOLLOWING LETTER SIGNED BY HILOUS "I
 
REFER TO MY LETTER NO. 3066/A.H,, DATED MAY 22, 1976p
 
TRANSMITTING THE SYRIAN GOVERNMENT'S REQUEST THAT AID
 
GIVE FAVORABLE CONSIDERATION TO A $45 0 9 MILLION LOAN FOR
 
FINANCING THE FOREIGN EXCHANGE COSTS OF CONSTRUCTING THE
 
HIGHWAY BETWEEN LAMASCUS AND DERIAA, IN THIS REGARD, I
 
WISH TO CONFIRM THE SYRIAN GOVERNMENTIS COMMITMENT TO
 

"" 	 MEET ALL OTHER FINANCING TO COVER THE TOTAL COST OF THIS
 
PROJECT, IN ADDITION TO THE COSTS TO 
BE MADE AVAILABLE
 
BY AID IN ITS FAVORABLE CONSIDERATION OF THE ABOVE
 
MENTIONED LOAN PROPOSAL,"
 

2, BOTH MINISTER SUBAI AND DEPUTY MINISTER HILOU FULLY
 
UNDERSTAND THIS COMMITMENT COVERS ALL FINANCING, LC
 
OR FXt THAT WILL BE REQUIRED BEYOND THE AID LOAN
 
PROCEEDS THAT MAY BE REQUIRED TO COMPLETE THE PROJECT.
 

3, TRUST REVIEWS GOING NELL AND EXPECT ABOVE WILL HELP.
 

HI.ma
 

UNCLAS$WIED
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AGENCY FOR INTERNATION4L DEVELOPMENT 
WASHINGTON 

THE ADMINISTRATOR 

LOAN AUTHORIZATION
 

Syria: Damascus - Dera'a Highway Project
 

Provided from: 	 Foreign Assistance Act, Part II,Chapter 4
 
("Security Supporting Assistance"), Section 532
 

Pursuant to the 	authority vested in the Administrator, Agency for

International Development ("A.I.D."), by the Foreign Assistance Act

of 1961, as amended (the "Act"), and the delegations of authority

issued thereunder, I hereby authorize the establishment of a loan
(the "Loan"), pursuant to Part II,Chapter 4 (Security Supporting

Assistance), Section 532 of the Act, to the Government of the Syrian
Arab Republic ("Borrower") of not to exceed Forty Five Million Nine

Hundred Thousand United States Dollars ($45,900,000) to assist in
financing the foreign exchange costs of goods and services needed for

the construction of a highway from Damascus to Dera'a and the Jordanian
border. 
The Loan is subject to the following terms and conditions:
 

1. Interest Rate and Terms of Payment. 
 Borrower
 
shall repay the Loan to A.I.D. in United States
 
dollars within forty (40) years from the first
 
disbursement under the Loan including a grace

period of not to exceed ten (10) years. Borrower
 
shall pay to A.I.D. inUnited States dollars in
terest on the outstanding disbursed balance of the
 
Loan and any due and unpaid interest at the rate

of two percent (2%) per annum during the grace

period and three percent (3%) thereafter.
 

2. Other Terms and Conditions.
 

In addition to the standard requirements of a legal

opinion from Borrower, appointment of representatives

and review and approval of specified contracts, the

following terms 	and conditions shall also apply:
 

(a) Borrower shall make available the proceeds

of the Loan to the Ministry of Communications.
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(b) 	Prior to initial disbursement:
 

(1) Borrower shall enter into a contract
 
with a U.S. engineering firm for services
 
relating to the preparation of bid docu
ments and such design work as required to
 
adapt the project for construction by U.S.
 
contractors and to assist Borrower in bid
 
analysis.
 

(c) 	Prior to disbursement for construction services:
 

(1) 	Borrower shall enter into a contract with
 
a U.S. construction contractor for construc
tion services required for the Project.
 

(2) Borrower shall enter into a contract with
 
a U.S. engineering firm for services relating
 
to supervision of construction.
 

(3) Borrower shall provide evidence of satisfactory
 
arrangements for the acquisition of all necessary
 
rights-of-way for the Project.
 

(4) 	Borrower shall provide evidence that agreement
 
has been reached between Borrower and the
 
Government of the Hashemite Kingdom of Jordan
 
for connection of the project terminus at the
 
Jordanian border.
 

(d) 	Special Covenants to be included in Loan Agreement:
 

(1) Borrower will undertake to enforce weight restric
tions on trucks using the project road.
 

(2) 	Borrower will assume, through regularly appropriated
 
funds, that the project highway will be maintained.
 

(e) 	Conditions precedent to initial disbursement shall
 
be satisfied within 180 days of the date of signing of the
 
Loan Agreement.
 

(f) The Loan shall be subject to such other terms and condi
tions as A.I.D. may deem advisable.
 

Daniel Parker
 

Date
 




