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The prorosed loan will finance the U.S.

assistance program to Syria
ria bilaceral relations.
development is one of the more effective ways to achieving improved relations and con-
tributing to a peaceful settlement in the Middle East.

cc encourage further

U.S. participation in Svrian econcmic

guipment and other commodities

essential Zor Syria's continued economic devnlooneq . Tne develccment of Syriz's acri-
cultural, educational and health sectors will benefit from many of the anticipatsd
imgorts.,
It is reacommended that you authorizs a loan to the Syxiantdzrab i Rapudiiciin the ancint
of Twency Million U.S. Pollars (S$20,000,200) for Zinencing essantial ecuiomens and
commecities on the following terms and conditions:
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Unitad States Dollars interest at the rate of two rercent (2%) per
annum durxing the grace period and three percent (3%) thereaiter on

the outstanding undisbursed balance of the Loan and on due and un-
faiéd incerest.

2. Other Tarms and Conditions

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

{b) The Loan shall be subject to such cther terms and conditions
as AID may deem advisable,
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1L BACXGROUND

1.1 Political and Zconomic Considerations

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

1.2 U.S. willingness to participate in Syrian develorment is one
of the most effective ways of achieving improved relations while also
assisting in the nation's economic growth. 1In a broader context, the
U.S. objective in the Middle East is to help Syria and other nations in
that area follow a peaceful course in working out their differences.

1.3 The Syrians are searching for ways to accelerate the pace of
economic development in order to meet the expectations of their people.
While some progress has been made in recent years, Syria's needs for
social and economic develorment are extensive. Financing Syria's
development requirements is beyond the capacity of Syria itself or any
one foreign donor. The Syrians are interested in U.S. participation in
development projects. The Syrian Government is also prepared to open
the door to the private sector. U.S. assistance also helped to reestablish
U.S.-Syrian commercial contacts which were severed during the break in
diplomatic relations (1967-1974).°

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

The purpose of the A.I.D. program in Syria is to assist Syria
in pursuing its eccnomic development program and to help in improving
U.S.-Syria relations and the cause of peace in the Middle Fast. In 7Y
1975, the A.I.D. program totalled $83 million, consisting of a $48
million loan for the improvement and expansion of the Damascus water
Supply system; a $30 million commodity import loan for agricultural and
‘construction equipment; a $4 million grant to finance technical services
and feasibility studies; and a $1 million grant to fund technical training
in the U.S. for Syrian Govarnment officials.

1.5 The FY 1976 and Transition Quarter Program totalled $395 million
consisting of: a loan for the construction of the Damascus- Cera'a Highway
($45.9 million); a second loan for the further improvement of the Damascus
water supply systsm ($14.5 million); 2 loan for contract services and
commecdities for Euphrates Basin Irrigation Maintanance Project ($17.5

fu
o
ck

millicn); a gr Oof $1.25 million to finance training in the U.S. “or
SARG officials; a grant of $0.4 millicn 1

Serwicss; a grant cf $0.35 million

ing program; zand 815 million for th

useditolSinance conmodicy, imsor=s

sanitacyoniiscudicnant
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1.6 ©Of A.I.D.'s $80 million FY 1977 Loan/Grant program for Syria, a
$40 million loan was authorized to help finance Syzia's commodity import
program. Loan proceeds are being used to procure machinery and equipment
necessary to support agricultural land development, crop production, pro-
cessing and marketing, and other sectors of the economy related to overall
food production. The balance of the FY 77 Program consisted of a loan for
Rural Electrification $34.7 million); a grant of $3.5 million to finance
further technical services and feasibility studies, including agriculture
and transport sector assessments; a grant of $0.983 million o fund training
in the U.S. for additional SARG officials; a grant of $0.482 million for
English language training; a $0.335 million grant for health services; and
a $25,000 disaster relief grant to help ccmbat the cholera epidemic in
September 1977,

1.7 1In Piscal Year 1978 a Development Imports Loan in the amount of
$20 million was authorized and signed in August of 1978. Nine million of
this loan has a maturity of thirty vears and the remaining $11 million has
one of forty vears. A prcject loan of 360 for the design and construction
of a major coastal highway was the other FY 78 loan obligation. The
remainder cf the 390 million earmarked for the Syrian Arab Republic con-
sisted of grants. Ore of $2 million was for additional technical services
and feasibility studies. Others wers for continuation of on-going projects
for English Language Training ($560,000); General Participant Training
($850,000) ; and Development of Eealth Services ($340,000). Two new grants
were signed, one for $4,050,000 for a Technical Health Institute pProject
and one Zor $2,200,000 for a Soil Survevy/Land Classification project.

1.8 The FY 1979 program is currently planned to include, along with
this proposed program loan of $20 million, loans for provincial water
supplies, rural roads and rural schools and approximately $15.6 million in
grants. The grants include funding for on-going projeccs in Inglish
Lancuags Training, General Participant Training and the Tachnical Health
Institute. YNew grants ars pl
2 Remote Sensing Center, as
Services and Feasibility Stud

1.9 Utilization of Previous CIP Tvne Loan

i

Thera nave been Zour previous cormodity Import type loans to
Syria. &n exvzlanation of the deveslopment of each, “hrough Octobar 1978,
can bs Iound in Annex 2. A prasentatzion of the details of sach as of
Octetzex 31, 1973 (L/Com's 1ssued,” Avard sTnZormation, Shioping Status,
Diskbursemernts, szc.) is shown in 1EXE 3T SYr1giCI2 gt il ization Report,
RYee 2 DV SZR/CSM AID/M .Y Al summary of thelistatus of cach is shom in
275) g =able,




SUMMARY - UTILIZATION OF

PREVIOUS CIP

‘'YPE LOANS

UNDTSBURSED BALANCE

Value of
Loan Huwboer I./Com's Dis- Unligui- Uncom-
(bate Signed) Aumount: {ssued bursed dated mitted Total
270-d-007
(O2/24/7775) 30 30 29.90 .09 0 .09
DYoeE-0t3
(9=20=71) 15 14.95 2.02 12.931Y/ .04 12.97
2T0-K-015 R
(OB/29/71) 10 18.32 0 18.32 21.67%/ 40
2I6-Kk-ul7
(O8/21,/18) 3/ 20 0 0 0 20 20
TOINT, 109 63.27 31.92 31.34 41.71 73.06
1/ shipuwents underway ~ expected to be drawn down by March 1979.
g/ 's with estimated value of $15.35 million were issued with BOD's between

U=-11-78 and 12-18-78.
Do /Jdan
3/ Hot vt ratitfied by SARG.

L/Comn's are expected to be issued for most by

SOURCE:  SER/COM/ALD/W 12-11-78



2. LOAN JUSTIZICATION

2.1 The Prorosad Commodity Import Loan

Development in Syria relies on the importation of commodities
such as machinery, eguipment and the associated mechanical technology,
all of which are available Zrcm the United States. The proposed loan of
$20.0 million will finance development impoxts including eguirment,
macainexry, and spares which the Syrians need to procure Irom the United
States to assist in their development programs.

2.2 In order to imZrove and expand the entire agricultural sector,
machinery will ke reeded to build rocads,
r

irricazicn structures suzh as dams
and canals, and to clear and level land. In spite of the SARG's general

ban con imrorts of motor vehicles and trucks, truck importation will be
permitted under this loan. The SARG has requested financing, (under

Loan 276-X-017 for FY 1¢78) for over 1340 units of chassis for trucks and
buses. As the expectad cost of these chassis r us spars rarts will be at
least $35 million mcre than the funds available under loan 017, a portion
of the new lcan will f£inance %the balance.

2.3 By the same token, only slightly more than $3 millicn is ex-
pected to be available under loan 0Ol5 for the purchase of ecuipment for
Damascus Univarsity whereas the SARG's recuest amounts o $&€ million.
Thus a shortfall of abrout 510 million between earlier loans and fimm
SARG reguests exists to be financed with this loan. The USAID under-
stands that it will shortly receive new requests for additional medical
ecuirment for a kidrney transplant unit., More agricultural tractors and
additional construction equipment will also ke needed for the develcpment
of agriculitural lané in the Euphratas 3asin.

2.4 Palance 0of Payments and Delt Servicss
Balancz of Pavments datz Zor 3vria are 2ifficult to cobtain,

incomplete in manv ressects and genarally out of dazz., Militarv imrorts
and scme foreign Zinancing mav be disguised or cmitted. Receipzs cutside
of official charnels, largely unrsguited ramiztances Irom Syrians werking
abrcac, are substantial, but un%il 1977, unestimatad. The =able kealcw

1s pased on a Nov. 1378 IMF Repor4. It does no more than orovide gansral
trand lines which indiczte that Svria's n2ed Zcr forsign ewchanga will
conzinea oy zoms kims ince the futura,
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2.5 Syria has consistently experienced a balance of trade deficit
which has grown 3re2atlv over *hs vears as the pace of develorment in-
creasad the need for imports at the same time the growth exports,
orimarily crude oil, cotton and phoszhates and has slowed due £5 changes in
the world market. Through 1975 however, Syria‘'s overall balance of pay-
ments and its reserve position apreared favorable because of receipts
for services and transfer payments from the Arab oil producing countries
and Syrians working abroad.

2.6 In 1976, two everts occurred which ravealed the fundamental
weakness oif Syria's balance of payments position. First, Svria's cil
transit agreement with Irag terminated and was not renewed due to a lack
of agreement on transit pavments from Irag and “he price Syria wculd pay
to Irag for crude oil. This deprived Svria oI a source of receipts for
services and the preferentially priced crude oil which it needed to blend
with its own heavy, high sulfur crude to vermit the distillaticn of gaso-
line and other light distillages. It 1is still too early to tell whether
the political resconciliation between Svria and Irag in Octoker 1978 will
lead -0 a new oil agraement ketween the two countries or what its sconcmic
imgact would ke 1f such an agresmen. ware concluded. Additicnally, Syria
became involved in Lebaron which might have caused a large outflow of

Xchange, and at the sans time mav have been raspcnsirzle for a
ransfer ravments to Svria Zrcom the A
A

flight of Svrian workers ZIrom Lebancn had an impact on receirts
ficial channels as well as on private transfers through official

2.7 Taced with a deteriorating balance of payments situaticn, the
SAFG imposed severs imrort restrictions in early 1977. These restrictions
consistad of limiting issuance of Letters of Crzdit to public sector
orcanizations and not selling government ownad fcresign exchange to private
sector orcganizations. The Syrian Scvernment relies on such restrictions
rather than +t2riifs, guctas cr devaluaticn %o disccurags imporss. It
doces attsmot 0o discourage the demand for imrorts through fiscal means,
but i% dces nct marage the fisczl £ocls availaknle to it for this zurcoss
Tully nor dces it attempt ©o ccmpansatz Zor the currant accounts 3eificit
Dy attracting carisal throuch ralsing interast razss cor bond salss. This
Zlexibilizy in choosing =he means by which the 33RG tries to balance accounts
ané its generally limited Ziscal management sctem {reom gpolitical constraints
the inZflexikility of its centrzlly manzgaed econcmy and administrative
Troclamg dua 2o 3n oversized, cautious and zradicion kbound hursaucracy.



& 95

2.8 By the last quarter of 1977, importi restricting measures had
taken effect with the monthly average value of imports falling from SP 924
million ($237 million) for the first 9 months of the vear to SP 365 million
($94 million) for the tenth and eleventh month. Exports fell slightly in
1977 due to a decrease in crude oil production. This produced an overall
deficit of the balance of trade of SP 5,500 million ($1,410 million). The
full impact of the termination of the Irag transit agreement was felt in
1977 with such receipts falling to zero and representing a loss of SP 120
million ($31 million) as compared to 1976 and of SP 390 million ($100
million) as compared to 1975. Transfer rayments improvad somewhat pre-
sumably reflecting the trend toward peace in Lebanon. The private part
of these transfer payments increased a little, coming from Syrian workers,
some of whom returned to Lebanon but most of whom passed through Syria to
the oil producing states. Public transfers from the oil producing states
increased by SP 1 billion ($256 million). Capital £flows were down somewhat
bFecause the temporary inflow of private capital due to the Lebanon situation
reversed itself and slow project implementation affacted public flows
negatively with disbursements of public capital estimated at SP 1,400
million ($359 million) and repayments of public capital estimated at SP 600
million (S154 million).

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

ata are ye': available forx
111 happen in 1979, The n
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to rapid expansion ané are vulnerable “c world markst condizions. Since
Syria 1s planning to increase rerlﬁwng capacity to permit it to use more
of its crnde production for decmestic purposes lsaving less crude available
for expoxrt, we belisve axpor:ts will continue to show small declines over

tha naxt several vears.
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severe restrictions would seriously limit the overall growth of the economy
and more imgortantly have a direct necative impact on the implementaticn of
Syria's econcmic development plans. The restrictions fall most neavily on
public sector enterprises which are largely involved in implementing
develcrment projects. The private sector, as noted akovs, has an alternative
source cf foreign sxchange.

2.12 Assuming all other elements of the kalance of payments remain
essentiallv unchanged, including official transfer payments, with exports
declining slightly and imports beginning to rise, Svria's halance of pay-
ments position will show an imprcvement in 1978 as a result of the re-
strictions imposad in 1977. However, the improvenrent will be at the expense
of growth and development since it will ke achisved larcely by cutting
development imports. We expect the pressure for develorment on the SARG
to result in a lcosening of restricticns, producing an incrsase in the
trade deficit in 1979, ard on balance, we conclude that Syria will require
acditional foreign exchzange in 1979 and 1980, when this lcan will be dis-
tursed, to finance develcpment imports. The prorosed AID loan of $20
million will permit Svria %o increase its impor:ts Zor development.

2.13 Svria's reserves declined in 1976 to an amount 2gual to about 2%
months of imports or akout $471 million. In 1977, the change in net assets
due to the balance of pavments deficit was actually a change in gross
liability rather than a decline in gross assets. Syria is borrowing to

cover its deficit. The SARG's Ministrv of Finance records of external public
debt, excluding deb: of less than one vear maturity and debt related to
national security, shoew a rapid increase ketwe=n 1970 and 1973 from $258
million to $453 million. Debt repayments increased from 332 million in

1970 to £133 million in 1376. Fepayments are believed to have been akout

r w

t

$250 million in 1977 and are expected to remain at that levzl until 1981 for
dests alrezdv inourrad., Since Syria's halance of zavments dediciz will
continus o Trow, additional debrs will zZe inzurysd 17 the Jefizis is not
coverad by transfars from the oil rroducing statss., Given Syria's sharp
incraase in extarnal debt and AID's interest in sutoorting Syria's
cdevelorment eflort, the croposad loan should te mads as concessionzl or

near concessional terms. Finallv, ciwven the genszralliy faveorabls long tarm
proscects for the Svrian economy we conclude that tha repayment Drospecks

i
on these terxms are r=asonable,



2.14 Cther Conor Assistance

In recent vears, Syria received considerable financial assistance
from international donors, principally from the Arab oil exporting nations.
The conposition of the donors changed substantially between 1268 and 1975.
In the first phase (1968-1970) East European governments and the U.S.S.R.
in parcicular, were the main donors, providing 70-90 percent of Syria's
external concessional financing, or a total of about $200 million excluding
military lecans. During the second rchase (1971-1973) the Socialist Bloc
share declined to between 50 and 70 percent with an increased contribution
from international organizations, DAC governments, and Arab cil countries.
In the third phase (1974 onward) socialist bloc loans declined further in
percentage tarms, and there has been a significant increase from the Arab
oil-producing countries, beginning with commitments made at the 1973 Rabat
Conference, estimated to be about $500 million in grants, of which Saudi
Arabia, Kuwait and Abu Dhabi provided the largest part. Pubklic transiers,
such as a budget support, have consequently increased dramatically. In
1970-73 they averaged akout $35 million ver vear, while in 1974-77 they
have averaged about $500 million ver vear. At present, the U.S. provides
about ten percent of the assistance provided Syria.

2.15 The risks of relving so heavilv on foreign transfers to
finance developrment expenditures became strikingly evidenit in 1976, when
such transfers fell to about 5225 million. The inflexibility of develop-
ment expenditures caused Syria to draw down reserves by some $400 million
and to incur substantial short-term debt. Transiers during 19377, were used
to repav this debt, leaving reserves at a low, but acceptable level.

2.16 Loans from bilateral scurces and international organizations,
whnich increased after 1971, and further after 1973, began <o ke disbursed
in significant amounts in late 1973 and 1274 (about $100 millicn per vear).
This increased dramatically in 1975 to akbout 3250 million, and was up to
about $330 million in 1276 and 1977.

i)
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1. The Foreign Trade Organization for Machinerv and Equipment
(Aftomachine) is the exclusive importer o: automobiles,
ambulances, buses (toth inter- and intracity), microbuses,
vans and tires. Aftomachine also imports all kinds of
construction equipment. S

2. The Agricultural Machinerv Distribution Company (A.M.D.C.)
is' the exclusive importer of agricultural tractors and
implements, harvesters, combines, and other agricultural
machinery and equipment. Other eguiprment used in agri-
culture, such as front-end loaders and traxcavators, etc.,
can be imported by A.M.D.C. as well as the private sector

with the license being issued by A.M.D.C. which receives a
commission payment.

z)s The Ministry of Higher Education has already been the
importer of AID financed commodities for one of the hos-
pitals under its administration. Addit-onal medical equip-

ment is expected to ke purchased, and the requested procurement

for equipment for Damascus University and the Marine Biology
Laboratory will be handled by the Ministry.

4. The Ministry of Health will purchase a prefabricated warehouse.
Y E

544 The Svrian Arab Irrigation Construction Company (SARICO)
which operates under the Ministry of Public Works was desig-
nated by the Prime Minister as an importer of equipment used
in their construction contracts, and received an allocation
of loan runds by the State Planning Commission.

3.2 In addition, individual ministries and agencies within ministries
can also import commodities. An example of a ministry which is permitted to
handle its own imports is the Ministry of the Euphrates Dam, which imports
heavy construction machinery for road and canal building and maintenance, as
well as agricultural and irrigation machinary and supplies.

3.3 As with past loans, the State Planning Commissior. (the Ministry
of Planning) will have the coordination resgonsipility for i
the loan, assuring the allocation of loan funds in accord

evelogcment prioritiss and passing AID's Brocedural r
urchasing ozganizations. (hile
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3.4 The loan funds are expected to be utilized by the SARG for public
sector imports only. Private sector imports consist generally of small
value transactions, and it is doubtful that any meaningful utilization of
the loan by the private sector will occur. Except as otherwise stated 2Love,
the SARG does not encourage procu:ément by the private s<stnr at oresent,
since foreign trade is still considered a public sector monopolv. However,
some liberalization of this rosition may occur in the future. In fact,
Aftomachine now plans toc make private agents/dealers responsible for maintenance
of equipment. t is not practicable to push the issue of increased private
sector participation with the SARG at present, cther than making private
secter imports eligible for AID financing. For some commodities imported for
distribution to the private sector, such as farm tractors and implements,
pick up trucks, etc., the Mission will try to persuade the SARG tc make some
loan funds available to local distributors of American manufacturers for
financing of the equipment they can sell. This financing method would
assure utilization of the AID financed impor:ts, and the distributors would
be made responsible for their maintenance and repair

3.5 AID Commeditv Imzort Procedures

This loan will operate with an =xpandad commodity eligibility
listing., Items eligible for financing will include those items normally
eligible for AID financing, as dafined in AID's Commodity Eligibility Listing,
in the following categories: Road building and heavy construction eguip-
ment, transtort equipment, agricultural equipment, industrial machinery
required to process agricultural products and medical and educational equip-
ment and supplies. 1In addi‘ion, a2 broad range of other industrial machinery
needed for Syria's economy will be eligible. The list of eligible items is
provided as an attachment to the Commodity Procurzment Instructions which is
transmitted to the Borrower with the first Implementazion Letter. SARG's
cecisions regarding the tyres of equipment it will impert will be reviewsd
in terms of this list of eligible items.

3.6 AID's standard commoditvy financing precedura2: as set forth in
AID Regulaticn 1, shall apply to all transactions undar this loan. Procure-
ment of commcdities and commcdéity-related services will be restricted to
U.S. source and origin as defined in A.I.D. Reculation 1.

cvizicn liniting to S1 million
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3.8 As the loan Zunds ars expected to be mostlvy utilized by the public
sector, formal competitive bidding procedures in accordance with Secticn
201.22 of AID Regulation 1 will apply. USAID will recommend waiver of these
procedures in favor of negotiated procurement only when procurement of a
proprietary item is involved, when procurament on an emergency basis is
necessary or in special situations when it would be impracticzal or inconsistent
with the purpose of the loan to require formal procurement procedures.
Assistance of an AID Supply Management Advisor has been available to the
Svrian Government since the inception of AID's procurement loan in FY 1975,
and the USAID Mission will continue to provide this service during the
implementation of -nls new lecan. The USAID Suprly Maragesment Adviser and
his Syrian staff will helr the buying organization determine regquirements,
2stabklish speciflcaulons, develop IFBs, ccmmunicats with potential U.S.
supplier, make and use checks, and generally assure that procurement is

conductad in accordance with AID procedures, standards and practices., The
services of the Regional Legal Advisor in Damascus are also available.
Short-term contract services can also be arranged for reviewing the need for
and establishinc specifications of specialty items, as has keen done in the
past. The State Planning Commission has now keen thoroughly briefed on
revorting reguirements for arrival, customs cl=arance arnd utilization of

AID financed ccmmodities. They have accepted all of USAID's recommendations
on this subject and have passed them c. o the designated importers with
their instruction that these rerorts be maintained in proper form and made
available %o USAID on a twice vearly basis.

1

3.9 Implementation Procedures

Experience with the FY 1975 Agricultural Inputs and Production
Loan (276-J3-007) has shown that there are several obstacles to tiie smooth
operation of a commo*i*” import program. One 2roblem is the ne<d for the

various imrorzers to have all their implementation decisions approved by

the S3ARG bursaucrace, r exanrles, Aftcmachine very cro-
-

1O
§—

tr}

fessicnalls cuts ne following importing procedures: issued the tender;
administersd the cpening of the bids; established two cocmmittees to evaluate
the offers Zrcm a technical roint of view; complied wizh prcced ral tendarxr
orovisiocns; an

o
-
A5
made the final awards. However, all <hese actions had to
rom a higher covernmen% authority. The signed contract
v nad <o ke ;arc**oned Zw the r

ame Zconomic Counc
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with AID procedures and the lengthy SARG approval process will hopefully
be reduced. While it is not certain which SARG entities will handle the
implementation of the proposed loan, the heavy equipment (trucks, etc.)
will probably be handled by Aftomachine; and the educational equipment
for the University faculties more than likely by the Ministry of Higher
Education.

3.10 Those SARG agencies familiar with AID procedures, such as Afto-
machine, wcrk more rapidly. Organizations, such as the Ministry of Education,
which have not used AID commodity import lcan funds before will reguire more
time and the assistance of AID's supply advisor and his staff.

3.11 It aprears rore than likely, based on the extent of requests for
AID financing of imports received by the State Planning Commission, that a
considerable number of new import orcanizations will get allocations of the
new program loan funds. This will undoubtedlv cause new delays in imple-
mentation until these entities, which are unfamiliar with AID rules and regu-
lations, get themselves organized to effact rapid loan disbursement. A
dishursament veriod of two vears frcm the date conditions precedent are met
must, therefore, be anticirated.

3.12 Disbursements

In Syria there is a Certral Bank and a Commercial Bank (with
numerous kranches), both government-owned. The Letter of Credit system
is the most common method of financing imports, and there appears to be no
problem in disbursing lcan funds through use of AID's regular Letter of
Commitment procedure. For the FY 1975 loan, the Commercial Bank was
designated as the Approved Applicant. The same was done for the 1976 lcan,
but it turned cut that ore importer, the Ministry of Hicher Education,
could conly cren Lettars of Credit through the Central Bank. The arproved
apclicant for & 277 and 1973 loans, therefore, was changed to the
Ministry of 3ta or Planning Affairs with all Government owned Svrian

t zed to open L/Cs. This lcan will follow the same pro-

r s and awards for mcre than $100,000 to a single
plier will be financed through Direct Letters of Commiiment to
lisers, savinc both time and money.



4. OTHER. CONSIDERATIONS

4.1 Impact on U.S. Balance of Pavments

The long-term impact on U.S. Balance of Payments will be favorable
because the proceeds of this loan will be spent on U.S. goods and services.
This loan will help U.S. supplier/exporters to continue to reestablish old
trade relationships and create new ones for all the commodities financed
under this loan and will greatly enhance the expansion of the U.S. export
market in Syria. Furthermore, future follow-up orders for machinery and
spare parts will resulct in additional U.S. exports on a commercial basis.
In 1974, it is estimated that the U.S. exported slightly less than $40
million in goods and services to Syria. This trade figure increased
dramatically in 1976 to $275 million (including $105 million for the sale
of Boeing aircrait). The U.S. Department of Commerce reports that in 1977
this was $133.6 million and through October 1978, $103 million.

4.2 Use of U.S. Government Excess Property

Although some of these public sector agencies commodities may be
for resale to farmers or for use by the various public construction
companies, it is not anticipated that significant amounts of local currency
will be generated. For that reason and the unnecessary complications which

- would arise if a system of formal or informal AID involvement'in the use of

local currericy proceeds were developed, it has been determined that a local
currency control mechanism is inappropriate for this program.

5P RECOMMENDATIONS

5.1 It is recommended that a $20.0 million loan to the Syrian Arab
Republic ze authorized to finance imports of selected machinery, egquipment
and othex commodities subject to the following terms:

] Repayment in United States dollars in no more than fortv (40)
years after the first disbursement, including a grace period
of not to exceed ten (l0) vears at an interest rate of two
percent (2%) per annum duri

H

|

o3

lg the grace period and three cer-

cent (3%) per annum ther=afser.

a8 Procursment with loan funds shall be of Unitad Stafes source
and oricin, Transscrtation coscs (incliudi air and
ocean fraignt) incurxsd on AID Gaograrhic (Selacted
Sreeilorld)iicarriars willinel financed) or supplisx
apolissiisoriandiatiCeviiticatalior ton-ayzi O S SIRTIataC
Saxrwicelsi Tssuading STR/COMATI AT A
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The terminal date for disbursement shall be twenty-four
(24) months following satisfaction of Conditions Precedent.
The SARG will be allowed 12C days to meet the Conditions
Precedent.

USAID will not attempt to exercise commingling control over
CIP commodities for commercial resale or other transfer to
Svrian public or private entities. USAID will, however,
exercise control] to assure that Socialist Bloc projects or
companies will rot be designated by the SARG as the importer
of lcan financed commodities. It is anticipated %hat some
loan-firanced commecdities or equipment would be added

to the inventory of Syrian public sector companies and,
therefore, could be used in suprort of numerous activities
some of which would qualify as block projects.

Such other terms and conditi:sns as AID may deem advisable.
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SYRIA: EZCONOMIC BACKXGROUND

General

The Syrian Arab Republic covers an area of 71,000 square miles (185,000
square kilometers). About four~fifths of this area is mountainous, semi-
arid or desert. The population totals 8.1 million and is about half rural
and half urban. More than 50 percent cf the population derives its income
directly or indirectly from agriculture. Per capita income is estimated
at about $800 at current prices.

Public Sector Role

The Syrian economy is dominated by the public sector. Until the mid-sixties,
Syria had a largely laissez-faire economy, the principal elements of which
were commerce and large-scale agriculture. 1In 1963, following a change in
leadsrshiz, a program of land refeorm was initiated and atout cne-guarter of
Syria's cultivated land

exgrocriated and redistributed among state farms, cooperatives, and private
farmers. Syria's commitment to a publicly-ownreé agricultural sector has
waned, howevar, and at present less than 2 percent ¢f %fhe cultivated land
is owned by the State. Public cwnership in agriculture, nevertheless, re-
mains important. Most:poultrv production and similar "agribusiness" enter-
prises are state-owned.

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

public ownership remains the rule for industry (and all large industries are
gublicly owred), the private sector still accounts for aporoximately one=-

alf of the tctal GNPF. The private sector has made its greatest contribution

0 the 3yrian econcmy in construction and services.

r ot
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_Acriculture

About 6 million hectares, or abou: 32 percent o the total land arxza
cultivable in sSyria. ©f this amcunt, only about 3.7 million hectare
under cultivation at any given time with the remainder fallow. L
one-zenth of the total culktiva i i
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o
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The agricultural sector contributed 138 percent of Syria's GNF in 1977.

Mining and manufacturing yielded akout 22 percent, wnile serwvices (including
public administration) produced 51% and construction 9%. The relative
importance of Syrian agriculture has been declining in recent years due to

a relatively successful economic diversification program. Agriculture, none-
theless, retains a predominant importance in the Syrian economy because it

is the livelihood of a majority of the population and because it accounts

for about one-third of total export earnings.

D
2

Prosvects for growth in Syria's agricultural output are good if the Euphrates
River Basin development »drocram is completed. This program is a massive,
undertaking involving the ccnstruction of a large dam across the Euphrates
River at Thawra. Design and implementation problems have been encountered.
The eventual addition, over the next 20-25 vears, of 640,000 hectares of
irrigated land is planned. If this occurs, the total of Syria's present
irrigated land area will double, reducing the importance of weather conditions
on agricultural outrut. This undertaking, coupled with Syria's efforts to
increase crop yields through new techniques, should make a substantial con-
tribution to Svria's economic development.

Petroleun

While Syria is not an oil rich country, revenue frem crude production and
refining and frcm transit charges on oil flowing to East Mediterranean por:is
from Iraq and Saudi Arabia reached about $750 million, or about 30 percent
of foreign exchange earnings, in 1975. The transit charge revenues are highly
variable, however, and, in the case of Irag, subject tc recurring political
disagreements. Iraqi shipments have been suspended since March 1975, with
a resultant loss of $100 million in annual revenues. DTcmestic production of
crude kegan in 1968 with 1 million metric tons, rose to 10 million metric
tons in 1276, and declined to 9.1 million tons in 1977. Prospects for
crude zroduction at zbout this levsl =hrsugh 1280 seem gcod. Reserves are
declining, however, and it is difficult to judge the likelihcod of reversing
r

i
the decline thrzugh new finds. Thers are active exploration crograms kein
carried ouat in Svria, notablv by American firms.

Refinery revenues nave keen reduced some $300 million rer year tecause of the
complete stoprage of Iraci cxrude. Syria has had to import crude from the
Unized Arab Imirates and Saudi Arabia to keer the refineries operating.

This cruds must ke purchased at markat, while the Irazi crude was nrizad ac
§3.725 per harrszl.

\
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UTILIZATION CF PREVIQUS COMMODITY IMPORT TY2E LOAMS

There have been four rrevious commodity import type loans to Syria. A $30
million FY 1975 lecan - The Agricultural Inputs and Production I Loan,

No. 276-J-007; a $15 million FY 1976 Transitional Cuarter Loan - The Basic
Inputs and Production Loan, No. 276-X-013; a $40 million FY 1977 Loan -
Agricultural Machinery and Production Inputs II, No. 276-X-015; and a

TY 1978 Develorment Imports I Loan, No. 276-K-017, in the amount of $20
million.

1. Agricultural Inputs and Production Loan, MNo. 276-J3-207

The SARG originally allocated $30.0 million to the Agricultural Machinery
Distribution Company (A.M.D.C.). Invitation-for-Bids (IFB) No. 1 through 3,
if all items had been contracted for, would have committed all the funds for
the itams specified in these tenders. However, A.,M.D.C. decided to purchase
only plows, planters, fertilizer spreaders, land planes, tractors and trax-~
cavators valued at $2,070,000 under IFB No. 3, Letters of Credit for the
total amount were issued in the second half of CY 1976 and cefore the end cf
the yesar the first three shipments arrived in Svria. All of these commodities
cleared customs prior to April 30, 1977 and have entered the Syrian economy.

Subsequent to the cancellation of the prcrcsed procurement under IFB's
1 and 2 and some items of IFB 3, the SARG decided to make the remainder of
the loan funds availabkle for the purchase of heavvy construction eguipment.
The public sectcr Foreign Trade Qrganization for Machinerv and Equipment
(Aftomachine) was designated as the eligible importer. Aftomachine issued
IF3 No. 4 in July 1976 and signed contracts for a total of cver $26.2
million (on a CITF basis) for egquigzment and spare parts with five U.S.

5. Tre equipment included loaders, tractcrs, graders, and mobile

~OrX sho2s for use by the sublic sector cconstruction ccmranies working on
major irrigzticn facilities

Letters of Credit were orerned in Tebruary 1277, and all the contracted-
for impor=s arrived in Syria prior to the end of Octcber 1677, with the
excaztion of a quantity of spare rarts which were shiprped in the f£irst half
of calesndar vear 127¢. The remairder of the Zunds zocaling zpsroximasaly
$1.7 million was used for two tyces of mobile shep equioment andéd for scecial
tools, Nine units of 3C ton zhop trailers arrived in Syria a23zxlv in CY 1273
and were Zis<ributed to constructizsn omcaniss with mulszizla unizs oI 2ID
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financed eguipment. They are considerad very useful additions to their
equirment pool. Six self-propelled workshops also arrived prior to

June 30, 1978, and are now in operation. After the arrival of all ordered
commodities a balance of less than $100,000 remains in one L/Com and will
be used for the purchase of additional spare parts. The loan is now almost
entirely disbursed.

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

A FY 1276 loan of S15 million was signed on September 30, 1976. The
Conditions Precedent to Diskbursement of loan funds were met by the SARG in
January 1977. The funds were made available to finance imports from the
United States cf the same tvpe of commodities as were authorized in the
earlier loan. The State Planning Commission received reguests for utiliza-
tion of funds from a number of ministries and state import companies and
orcanizations far in excess of the available dollar amount. USAID received
a formal reguest to use this loan tc purchase tires and equipment for a
cardiovascular surgical center, and IFBs were issued. Bids for the tires
and tubes were opened in mid-Julv 1977. $6.5 million worth of offers for
tires were received which met the bid scecifications, but the majority of
the bids were rejected because of high prices, and only $1.2 million worth
of tires were durchasad. L/Cs were opened in late December 1977 and shipment
of these tires and tukes was completed in June 1978. Another Letter of
Credit financed by this loan was opened in January 1978 covering the equip-
ment for the cardiovascular surgical center. The commodities arrived in
Syria in August 1973.
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Fo loan funds, IFB 0l13-2 was issued on March 13,
1973, ang bids were opened on May &, 1978, for comgpactors, containers of
diffarant sizes, mechanical sweerers, landfill compactors and steam cleaners
for use in sanitation, 7o steed uDd the rtrocurement of the equirment under
this IFE, in which the 3aARG had a great interest, zoth AID/W and the SARG
agreed to use direct L,Coms to U.S. suppliers racther than using L/Cs through
zanxs.

The first units of garbage trucks and all the landfill comractors will
te shizzed in Tecemker 1373, 3w =he end oI ATril 127%, 2ill sovdsred uniss
shculd e in Svyria, and she lzan will ke Ziszursed o an azoroximase kalance
22 $232,2700. Thesa rermaining funds will zrolarzly fe 2324 Ior som2 alr
collutizon eguizment, which will ks curchaszed tw zhe 2nd oI chs zalandar vzar,

W
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3. Agricultural Machinerv and Production Input Loan II, No. 276-¥-015

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

There were two tenders in October, one for wheel loaders with expected
awards of $6,254,385. The second tender is for the supply of excavators,
expected to amount to $1,573,493. Aftomachine is the importer for all
commodities purchased as a result of these tenders.

In addition to these formal tenders, AID approved a proprietary pro-
curement waiver for the supplyv of thirty five Caterpillar bulldozers and

spare parts, and a contract for $4,213,225 was signed on October 23, 1978.

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

Two additional tenders for motorgraders will ke anncunced in the near

future, and sewveral negotiated procurement actions are already announced or
in the final stages of preraration. They include ecuipmen: “or air colluticn
monitoring, a marine biology lab, 2n uninterrurted oower supplvy Sor Camascus
airport, and a crafabricated warehousa. The ramainder of the funds under
this lcan will most likely te used for eguitment fcr six faculsiess of
Damascus Universityvy, A team of four U.S. excerts is expected %0 arrive in
Syria befcrs the end of November 19578 to prazare the list of needed instru-
ments and equicrment and to detarmine the method of procurement after

S

identification of the ecifications.

g
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It is not clear whether the previously expected financing of canal
trimming and lining equipment will be AID funded. The equipment to ke
purchased will be mainly employved in a section of the Euphrates Basin for
the development of which a World Bank loan is available, possibly including
funds for purchase of this equipment. We are, however, continuing to urge
Syria to consider an American purchaser.

4. Develooment Imports Loan, No. 276~K-017

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

The following types of chassis are to be imported:

Commodity Capacity QTY
1. Pick ups 1-3 tons 416
2. Trucks 5-15 tons 308
3. Dump trucks 10-15 tons 116
4. Microbuses 20~23 passengers 309
5. Water tankers 15000 liters 91
6., 3uses 50 passengers 100

As the procurement of all trese chassis will cost more than the funds
availakle in loan 017, either the residual funds under loan 015 will be used
or funds under the oSroposed loan will be earmarked feor the balance that cannot
be accomcdated under the two earlier locans.
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Wb Y/ 30/

2/6-K~Ul 3

S

16

$1%,000

Valae of
/UMy

Pritithond

TS Value
of 1ii's

Teisnnexd

SYRIA C1P UPHAZATION REPOR)e

{ihwnsands of Dollars)

ANNEX 3
Page 3 of 9

Avann

lNl-’()l(Ml\'l'lf_).N

Sypplicor/awetity |

Gimtaact,
Nnount

SHIPRG

SRS

__ Vesoel

1/1, hate

Total
Disharsancntg
on 10=-1-4

Romarks

J. I, tase Co, 821 821
5 Crances, 1500 (372) lash ltalia 5-24-77 (186)
ltash Pacifi. 5-03-77 (186)
5 Cranes, 1800 (374) Tash Italia 5-24-77 (1u7)
Lash Pacifi. 5-03-77 (147)
Spare Parts (10% FAS) (75) conordia 5-31-77 (66)
(9)
Hank Charges il
27,995 TOTAL 18D 1. 4 27,995 27,962
) i 29,002
$30,000 530,052 TOVAL NN 276-0-007 30,052
P § L iesmeman smeoy oy o < PO a Ev
$2,266 Nuerican Health Facility Int'l 906 T4 WLIL pertorm train-
Cardiovascular Umit Lor Hospital Yo and instatlation
in carly 1979,
906 TUEAL Rapiest for Proposal 906 L
1 Ho, 013-1, Tives amd ‘Imbes
for Pick-up 'Tucks, Agricultural
and OLf-higlway vehicles:
Gneral tire 805 805
Iash 1talia 4-06-78 (726)
lash 1talia 6-02-78 (71)
brake (Agents for Acmitrong Tire) 383 lash Pacificd 2-28-78 M
Firestone 70 Iagh ttalia 4-07-78 63
1,250 TUIAL IFB No. 013-1 1,258 1,248
o
q 3
o t3
=<
w
w
o]
th
v
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{("MNaresuwds of Dollars) Page 4 of 9
Value of JEst. V~:‘"~'f AWARD [HFORMATION SHIPPING STRIUS THlal
Lo thand ey cund | Ao st 1/cumr s fof IRty : Conlract M ghursanents
Parlinent fales ol doan | dssued tnod | Supplicr/Canmxlity _hmounl Vessel n/1, hate on to--9y I ks
276-K-013 (Cont ') I No. 013-2:
11.754 Mack ‘Trucks 11,754 s o
‘ 200 i Toge Trucks with flkpment 3 sbarte
containers, 16 cu. yd. (9, 894) in Hovember and
will Ine completa
15 Garlage Trucks, with by Hhorch.
containers, 20 cu.yd, (792)
Spare rarts 1.06Y
u24 Caterpillar Oversecas, S.A. 824
8 LandfFill Compaclor Dozers (753)
gpare Parts (70)
113 Wayne Fogineeving Corp. 113
37 railer Hounted Stean Cleaner: (102) Shipeent Sclusdul
Spare Pavts 1) for ovauxn 19
12,691 SUB-IURAL, 1B No, 013-2 12,691
Total Bank Charges
S5, 000 14,957 $14,855 TUFAL TOAN o, 276-K-013 14,855 2,024
RPN N § Palh] AR N

§ 3o p abeg




pran thanlwnr aund
SUUULEIU L

Jaran 276-K-01Y

o n-74
Pontracting Iuste::

D016/ 30 1

Bigned:

Shipping leatee:
DSOS -1730 719

Fate Aanst

S odo, 000

A0, 10f)

Joran 276-v -0t}

Siguesd: 0-21-74
nD: H/31,/80
50z 7/ /00
i 8731780

GIRALIL "INYUAS,

w21, 000

10N, 000

-

SYRIA CU? UMLIZNPION REPOITE
(Mwnsards of bollms)

ANREX 3

Pagee 5 of S

R i 001 Y
Value of \}.‘lhnn ol AWARD THEORMATLI ON _ SHIPPING UTATUS ‘htal
o' s wn's Contiaet Distuwrsoment g
; ] dssual Supprller/Conanlily Amount | Veanel /1 pDale on 10-31-14 | W ke
DN o, 0132 (Funded 2919)
s, 140 6o elgin Leach 628
18 Moechanical Stroeoet Swoeepers {51d)
Spette artls (114)
proc)id 4,512 Witl ship in
4,512 4,512 30 Fa 35 ton Dump trucks (4,032) danuary & Vel
Spare pats & Tools {abu)
wber l:‘l}'_ LIE 015-2) 0,043
20 Crawler Tractors, D-9 (4,142)
1% Crawler Tractors, D-8 (2,050)
H,043 Spare Partes (1,n51)
2,800 1y 0153, Bop 9-11-78
0 Seitr-rropellad Cranes
1,100 | 1B 015-4, won 12-18-78
20 Motorgraders, 160 UP
2,800 LER 015%-5, non 10-26-74 fecommended
fiydrault ic Kxcavators cancellalion
retendering.,
250 HI'E O15-1, BOD 12-184-78
Air Monitoring Equipment
G1H, 30 27,531 TUTAL LOAN 27G-K-015 13,181
w3, 2RO $712,140 57,9499 31,926
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ANNEX 5
X5 g : “PAGE 1 OF-k =%

,.-A”..--V Aumayl Ta-

SYRTA - CSlitn 22tSeidt | ooy 1979,

alcw ire, SimsSimstaicytaryicnitapta =-:J.::.=.:‘_e seneraiily '.:_.-‘15_ qdnesiiandiicheniicnlicand
la =2 ineiviecual funa scur=as: cCavalaoment AS5i532ns? ipc Zccnemlc Sugpcer= Sund.

NERALNCRISERIANEDA CCUNTRY

FAA Sec. 115, Cam {t' te demcnsiratad The Department of State has not so
that contamolatad assistance will direcsly At e o

benefit the neady? [f not, has .r-
Depar=mans of Stata determined that %iis
govermmant nas angasad in c..nsis:en..
nacsarn sf sross vioia'iﬂns st in:=r-
naticnaily recsgnizad human righss?

raA Sae, i3] Hag {% Cean detsrmined zhat : .
Tha covermment 97 recisians csuniry a2 No such determinaticn has been made
f1{lad =3 %ags adeauaze sT29s 2 orayants

narsasicsiamucsrancioshanisoningiliad

sUssTancas (1s <cefinsd 3y 4he Cimore-

hensive 2rig Atusa Praventica ane Cantrsl

Act af 15 }'0) sreducad or oracassas, in

whole cr m saps,iinsuch saunsry, cr

SrASEOnS 25 TAMSUSNISUCH caunsTY, TR

being scld 11l2cally within the juris-

dicsion of such esuntry 3 U.S, Government

serssnnel ar their dsgencents, or fram

entaring the U.S. unlawfully?

3. F':J: Sez, Echt’]. rl:‘.ass'is‘:?.ﬂce-‘:s pebe 1 | The s'ec:ev-a_w 'r-las c‘e{-a.,-m_.i__led E'Iat
governmant, nas tne Sacraliry of Staza Svrialishrorlcany -a ol
casarmined thas i3 is ast <sazrsiiac v o : itrclisd by the
she jnzarmasiznal Cammunist movemans? international Ccm'-m‘-st movement,

SO R A NS achlisanliz)y  Nflassissansalitsiien
gevarnment, 1§ Ine scvermment 1iaZi2 is At presenc thers ars no claims whic

L den=sr ar unesncisiznal euarapssr Sn 2nY T (s el AL :
R ) 8 UaSs IR S SRR P =S=u==S taac assistance Te termuinat
sar/icas “urmisnac ;- ar=apsc wnars ‘2 durstant to this sec=zion.
sucn =isizanm mas axnaustea avaiiizie
l2cal pemecias anzg 5] 28T is pet 22nizc
or 2snzasz2d zv such 3svermmens?
y 5. FRASac, 22003001V, 1fagsiezance fsits : /
; 1 ;:‘!e."f'.':e."t. E R {'.:‘.c';z;fr'.'; gg-.’e-.-s.:e:-. SYr-a has taken such actions in che
agencis susgivisicns) sacan inv 121z PAST. However, it Zas Zesn fatermi.
1 whiza 3 atasdacelistinasionalising, =hat Svria is takinc acprocrizcs s-
¥ hretdr oy S i BOHRNGS £s discharze iss ablicz=ians.
Jwn2rsh TGS OF SR Soo 3
2 zisizen mtieiag sanaiciiiiy Ianad
Sy smem witmaus =agias $2303 23 4izzmasae
jeg amli=zmismg =ayame suzn cftiiafs oo
sneisiae?
|
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Samzedls, Loy, cusa, Uganzs,
. . -
Mezamelquz, 3% Angelal

any way invoived im {31) sudversicn 2f,
miitary aggressicm againss, ne Unitea
Statas cr 2ny <suntry recaiving U.S.
assistance, or (b)) the planning ¢f suzh
subversion or aggression?

({). Has thm country cer-
mitlec, or ratiad t3 taka adeguace

Teasyres o pravent, the damacge or
degrussicen, by =op acsien, af U.S.

sracersy? )

FiA Sec. £20
¢

TIA Sz, 823(1), [F the country has
faiied 2 insTituza tne investment
guarinTy 2rogram for tne stecific risks
of axzrseriaction, ingsavertitilisy cr
cantiscaticn, has the Al2 Administricor
within the past year csnsidered zarying
3esisgtance 3 sucn gevarmment for this
rsasen?

Fan Sac, 62%{0): Fishar—en's 2=azscsive
ACT, 33C, . LT L3unTry Ads sarlse, Ir
impssac any ; insd,

senalty or sanczicn ag
ing activitias im intar~

3. has any deduction recuired by Ficher-

cen's drotactive AT teen made?

B. has comclate danial of zssiscance
Seom sonsidared by AID Agministraisr?

FiA Sac, £20(2): 322, Se2,3C3 0 (2] s
ne gSvertment ST ine recishene Isuntry
fm catayizT cn interest or orincisai oF
any AID leam <2 tne zzuserv? (5] '3
ssunTry i defaull axgeesing ine wvear o9n
interess ¢r pringizal on U.S. ican uncer
srogrim o winicd Asg. Act agoroorialas
funes
FIA Sae, 229(s), *1f contectlazaz assis-
Tarce 1§ zave,soment lcan {ingiuzing Alli-
ne2 jsan) or sacurity supzerting assisa
23S e Acnindseraisr szken {ato 2cisumt
sarzantige oF e Iountry's Dycset Whiln
for aiiitary axcaencgitures, the amgunt oF
fama‘m axzhange stent o omilitamy 2cuiom
ind tma ITounT sTant fIe Sme surcazse o
§3sn°5Tisat2T we2zens sysiETSTY (Aa
17Fimmatiye angwer Zay mfar w2 owme el
s? tne zaxing n%9 icczunt, 2.3l Yas 2
reccriag in innual rezort on o imzigmaniaty
of Sec. 22%(s:.* Tais rescrt is orecare
27 tme time o7 2o0roval Sy Whe Acmiaisir
sar 3¥ wa 2cerasisnal Year Suszes.

iy, Is reciziens csuntey in

Syria is not a Communiss country.
No,

No.,

There is no reason to believe that
Syria will fail to take adequate
measures to prevent the recurrence o
mob action which amy result in damag
or destruction to U.S. property in
Syria.

An investment guaranty agreement fer
Fhe specific risks of expropriation,
inconvertidility or confiscation was
concluded with Syria on August 9, 19

Not applicable,.

(a) ¥o.

(b) No.

8S, as reccrted in the FY 1577 539!
Tercrt tc Congress, agrroved con
Augusz 11, 1873, I: has sesn de=ar-
Mined that thers has Zesn no simmis:

hange whizh weuld affacs =he :5::1:

I thaz zzzer=.
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Acorecs.  Ssc. 838, (a) wWill (a)
assistance ze used to establish
or exrand srzdughicn Ior exzers (b)

by any sountxy cthexr =han &=

United States of any commedity
which is likely =2 Ze in suxplus

en world =marksts at the time pre-
ductive capacity is exzected *o
keccme crerative? (b)) IS so, will
the assistance cause substanti
injuzy to Cnited States producers of
the same, similar or ccmpeting com-
zcdity?
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8.

A Sac. 801(%), Information and con-
clusion cn ncw assiszance will enczurace
U.S. private tracde and iavesTment asrzad
and encourage privata U.S. sarticipas ion
in foreign assistance ;rograms (1nc‘uq1n,
yse of pr1v=°e trade cnanre‘s and the
sarvices of U.S. private sntarorise).

FAA Sec. 51205}
steps takan 2 assure nab. to the

maximum extent cessible, the country is
consr1but1ng Tocal cur--ucxﬂs to meet

she cost of contraceual and other services,
and foreicn currencies cwned Dy the United
States are u+ilized %9 mee: tne cost of
canzractual and osher sarviges.

Sec 818(%), [Lascrite

. Does the Unijtad Statss
ign currancy ard, i so,

-]
1gements have teen made for i%s

re1ease7

SING CRITIRIA FOR NCHPRQSIET

Suprort Fund Agsistance

TAA Sec. 192, S31. 1Is the assistance
censistens with <he tollcy cirections
of P23 Sec. 102? Heow will the assist
ance ctromete eccnclic cr solitical
stapilicy?

ANNEX §
PAGE &. OF &

All commocdities financed by the
assistance will be provided by United
States grivata enterprise.

an Agreement will so provide.

Syria is not an excess currency coun

II

W)

Yes.

The assistance will
by financing the
of imsorted cemmedities
Syrian eccnony.

Surper% the eccncay
hange cos<

necegssary to t;





