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I. Introduction

The 1985 Article IV consultation discussions with the Svrian Arab
Republic were held in Damascus during the period Novembher 14-20, 1985.
The Svrian representatives included the Minister of Economv and Foreign
Trade, the Deputv Minister of Finance, the Acting Governor of the
Central Bank, and other senior officials. The staff team consisted of
Messrs. S,H. Hitti (Head), S. Kawar, M. Shadman, G. Tomasson (all of
MED), and B, Hague (ETR), and Ms. .J. Fdmondson (Secretary-MED).

The Syrian Arab Republic continues to avail itself of the transi-
tional arrangements of Article XIV.

IT. Backeround

The economic base of the Svrian Arab Republic is diversified. A
larese agricultural sector is complemented by an expanding manufacturing
sector and the contribution of mining activity has risen with the develop-
ment of petroleum and phosphate deposits. The Fifth Five-Year Development
Plan launched in 1981 involved a more than doubling of planned investment
over the previous five-vear period and aimed to achieve an average annual
growth rate of about 8 percent during the Plan period. 1In the event,
after a strong performance in 1981, when real GDP was estimated to have
grown by 10 percent, overall activity slowed down considerahly in 1982
and declined in hoth 1983 and 1984. The deterioration in the economv's
performance was due in part to weather conditions but also reflected
growing financial constraints. Agricultural production was adverselv
affected by drought conditions during 1982-84 while manufacturing activ-
itv weakened on account of the reduced availahility of agricultural raw
materials for processing as well as the shortages of foreign exchange.
Since 1980 successive halance of pavments deficits have resulted in the
depletion of the countrv's foreign exchange reserves and the build-up of
substantial external liahilities. While expansionary financial policies
have heen sustaining import demand, foreign exchange receipts have been
receding due to the softening of the international oil market, which
caused o0il revenues to stagnate, and a decline in external assistance



and private transfers which originate mostly in the neighboring oil
exporting countries. The foreign exchange constraints have prompted
the Government to intensify import controls, thereby affecting the
availahilitv of imported inputs.

Under the Fifth Five—-Year Plan (1981-85), total domestic fixed
capital formation was projected at LS 101 billion in constant 1980 market
prices for the Plan period as a whole, an amount about double the GNP
in 1980. 1In the face of substantial domestic and external financial
constraints, however, actual domestic fixed capital formation during
the first four vears of the Plan period fell considerably short of
target, amounting to only some 60 percent of the projected five-vear
total. Available information suggests that the major part of the short-
fall was attribable to the public sector, whose share in actual domestic
fixed capital formation during 1981-84 was only about 64 percent com—
pared with the ratio of 80 percent envisaged under the Plan. Outlays
for securityvy and other current expenditures have bheen increasing. In
1984, current and capital expenditures accounted for 65 percent and
35 percent of total expenditures, respectively. On the receipt side,
external grants in the period after 1980 have heen subhstantially below
expectations and, at the same time, domestic hudget revenues have not
risen significantly as there have heen no important initiatives to
enhance revenue generation.

The government budget has been in substantial deficit in recent
vears, with total expenditures during 1981-84 ranging from 42-47 percent
of GNP compared with a corresponding ratio of 24-29 percent for total
tax and nontax revenues. With external grant receipts falling from the
equivalent of about 8 percent of GDP in 1983 to 5 percent in 1984, the
budget deficit net of external grants increased in 1984 to the equivalent
of about 17 percent of GDP which was approximately twice the average
deficit ratio during 1981-83. Allowing for the change in claims on the
public enterprise sector, total claims of the monetary system on govern—
ment and public enterprises rose bv the equivalent of about 16 percent
of GDP in 1984 compared with 11 percent in 1983. However, the growth
rate of money and quasi-money in 1984, at 23.5 percent, was below that
of 25.9 percent recorded in 1983, reflecting the contractionary impact
of the overall bhalance of payments deficit, which rose from the equiva-
lent of 2.0 percent to 3.5 percent of GDP between the two years (Chart 1
and Table 1). Interest rates have remained unchanged since 1981, when
they were raised moderately to a maximum of 8 percent on deposits and
9 percent on loans. The Damascus consumer price index showed increases
averaging about 8 percent in 1983 and 1984 and a similar rate of increase
is estimated to have been recorded in 1985.
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Table 1. Syria: Selected Economic Indicators, 19R80-85

Preliminary

Estimate
1980 1981 1982 1943 1984 T 1985
(In percent per annum)
Overall actfivity
Growth of real Chp 8.4 10,2 3.2 -0.4 ~-2.1 ~-
Change in GDP deflator 21.6 16.4 2.7 4.0 5.1 6.7
Change 1n Damascas retail prices 19.2 18.2 14.5 6.2 9.0 6.7
(In billions of Syrian pounds)
Government finance
Heverniues 13.8 16.6 19.2 1.2 18.3 2.0
Expenditures -24.9 -27.0 -31.2 -33.8 ~35.0 ~36.,0
Cur rent (-15.7) (-17.2) (-19.2 (-21.%) (~22.9) (-24.0)
Capital (~9.2) (-9.9) (-12.0) (-12.1) (~12.1) (~12.0)
Overall deficit (excluding grants) 11! ~-10.5 -12.0 ~12.4 ~-16.7 ~14,0
Grants (6.0) (6.4) (5.3) (5.8) (3.8) (4.0)
Uverall deficit (including grants) ~5.1 4.1 -6.7 ~6.6 -12.9 -19.0
(As percent of GDP at current prices)
Fevenues 26.6 24,9 27.2 29.1 24,4 27.4
Expenditures ~48.0 -~40.6 ~44.,3 -46.0 -46.6 -46.8
Overall deficit (excluding grants) -21.4 ~195.8 -17.0 -17.0 -22.2 -17.4
Uverall deficit (including grants) ~9.9 -6.2 -9.4 -9.1 -17.2 -12.4
(In billions of Syrian pounds)
Changes {n money and credit
Foreifgn assets (net) ~2.7 -1.4 -1.0 -1.5 -2.h -1.8
Domestic assets (net) 8.9 5.3 6.6 10,2 12.5 11.3
Clajms on Government and
puhlic gector 9.8 8.9 8.6 B.3 11.8 10.6
Claims on Gnvernment (net) (5.0) (1.8) (9.7) (7.4) (15.3) (...)
Claims on public sector
enterprises (4,8) (7.2 (~1.1) (1.3 (-3.9) [
Claims on private sector 0.5 0.5 1.0 1.5 0.6 )
Import deposits -0.9 -2.7 ~2.4 -n.1 0.3 ) 0.7
Other {tems (net) ~0,5 -1.6 ~0.3 0.5 -0.2 )
Domestic llquidity 6.1 3.8 5.7 8.7 9.9 9.5
(percentage change) (34.2) (15.9) (20.4) (25.9) (23.5) (18.2)
(In billions of U.S. dollars)
Balance of payments 1/
Exports 2.1 2,1 1.9 1.8 1.7 1.9
Imports -4.0 -4.6 -3.4 -3.9 -3.5 ~3.4
Services (net} ~-0.4 -0.2 -0.4 -0.3 -0.4 -~0.3
Private transfers 0,1 0.5 0.4 0.4 0.3 0.3
Current account balance -2.2 -2.2 -1.5 ~2.0 -1.9 ~1.5
ufffcial transfers 1.5 1.7 1.3 1.2 1.1 t.0
Cfficial leans -= ~= - 0.3 0.3 0.
Uther capital (including errors) ~- 0.1 - 0.1 ~0.1 -
Overall balance -0.7 -0.3 -0.2 ~0.4 ~0.6 ~0.4
Gross official external reserves
(end of year) E/ 0.3 n.3 0.2 0.1 0.1 .o
(In weeks of c.i.f, imports) (4) (3) (3 (1) (1) (..0)
Foreign assets (net) 3/ -0.4 -0.8 -1.0 ~-f.4 ~2.1 -2.5
External debt (medium— and long-term;
end of year) 4/ 2.0 2.2 2.2 2.3 2.2 e
External debt service (in percent
of current account recelpts) 5/ 6.3 5.8 7.6 6.6 15.7 ven

Sources: Data provided by the Syrian authorities; and staff estimates.

I/ Fnr balance of pavments data in terms of Svrian pounds, see Basir Data (Appendix IT).

2/ Gress reserves of the Central Bank excluding gold and payments agreements balances.
Canverted at afficlal exchange rate.

4/ Civiltan debt only.

3/ Ministry of Finance data.



Syria's external payments position has heen under pressure in
recent vears, reflecting declining exnort earnings——ahout two thirds of
exports comprise crude oil and refined products—-and a fall in external
grant receints concurrently with a sharp decline in unreauited private
transfers from Syrian nationals working in neighboring countries. 1In
the face of growing foreign exchange shortages, import restrictions
were steadilv intensified, with the result that total commodity imports
financed through official channels (about one third of which is oil and
oil products) fell from the equivalent of 29 percent of GNP in 1981 to
ahout 20 percent in 1984. Beginning in late 1984, however, limited steps
have been taken to ease the severity of existing import restrictions
by authorizing some private sector traders to engage in transactions
involving the importation of specified essential goods and raw materials
against foreign credits of 180 or 360 days maturity or against payment
in own exchange deposited in special accounts with the Commercial Rank
of Svria. 1f official exchange is not made available at the time of
scheduled import credit repayment, the importers concerned are free to
ef fect such repayments throueh alterpative channels.

Syria's exchange svstem has remained complex during the past several
vears, comprising a numher of official exchange rates as well as several
additional effective exchange rates arising from spreads on official
buving and selline transactions, advance import deposits required from
private sector importers, and, until September 1985 when it was eliminated,
the practice of requiring varving proportions of specified commodity .
export proceeds to be surrendered at the official and parallel exchange
rates. The official exchange rate has been maintained at LS 3.90/3.95
per U.S. dollar since 1976, However, as financial conditions in Svria
came under considerahle strain and the unofficial exchange rate depreci-
ated sharplv——hy about 40 percent bhetween September 1980 and April 1981--
the authorities re—estahlished in April 1981 a parallel exchange market,
mainly for private sector transactions (since August 1981 the rate in
that market has heen LS 5.40/5.45 per U.S. dollar). In the latter part
of 1981, the emergence of a substantial spread between the exchange rates
in the narallel and the unofficial markets presented strong incentives
for workers' remittances and other foreign exchange supply to flow
through the unofficial market. The Svyrian authorities reacted to these
developments bv introducing a "tourist” exchange rate in 1982 at the
initial level of 1.8 5.75 per U.S. dollar (buving): subsequent adjustments
in the rate brought it to its present level of LS R.25 per U.S. dollar
as of Februarv 1985, A fourth official exchange rate of LS 11.25 per
U.S. dollar was introduced in September 1985 for the sale of official
exchange for medical and tourist expenditures ahroad by Syrian nationals.
There is also an unofficial exchange market in which the volume of trans-—
actions is helieved to be substantial. The main sources of supply are
believed to be workers' remittances and private capital held ahroad,
while demand in the unofficial market comprises financing reaquirements
of the private sector which cannot be satisfied in the four official
exchange markets. In mid-November 1985, the unofficial exchange rate
was placed at ahout LS 13.00 per U.S. dollar compared with about LS 7.00
per 11.S. dollar in Mav 1984, ‘




The Syrian authorities made considerable efforts to supply the
mission with economic and financial data needed for the discussions.
Despite these efforts, however, the evaluation of economic and financial
developments in Syria continues to be hampered bv several deficiencies
in the compilation and presentation of official statistics, including
national income and price data. In the area of financial statistics,
the budget actuals and the balance of payments estimates exclude the
external financing of most military imports and associated external
debt servicing obligations and payments. Additionally, significant
discrepancies exist between the budgetary reporting of central govern-
ment bank borrowing and that indicated by the consolidated balance sheet
of the banking system. The analysis of monetary developments has been
affected by growing delays in the availahility of monetary data. The
Syrian representatives indicated that the authorities accorded high
priority to improving the data base with regard to its quality, coverage,
and timeliness.

ITI. Report on the Discussions

During the Executive Board discussion of the 198% Article IV con-
sultation with the Syrian Arab Republic on September 10, 1984, Executive
Directors expressed the hope that demand management policies would be
strengthened and import restrictions reduced, and that prompt progress
could be made toward the reform of the complex exchange system. Since
the 1984 consultation review, balance of pavments pressures in Syria
have intensified. The new Government that was appointed in April 1985
directed its attention to improving economic performance and some initial
steps in this respect have been taken since September 1985. The recent
consultation focused on an assessment of the new measures introduced as
well as on the need for additional corrective measures to address the
country'’s economic problems.

. Output and price policies

The Syrian representatives attributed the slack in output growth
in both 1983 and 1984 to adverse weather conditions, which had affected
the performance of the agricultural sector, and to foreign exchange
shortages, which had not only limited the availability of raw materials
and intermediate goods for the industrial sector, but had also placed
constraints on productive investment expenditures in recent years.
Economic activity is not likely to have recovered significantly in 1985.
A moderate recovery was expected in agricultural sector performance but
manufacturing activity continued to he adversely affected by the shortage
of foreign exchange. The outlook for 1986 was difficult to assess but
if weather conditions are normal, the Syrian representatives concluded,
a resumption of modest economic expansion could be expected during the
year. In the view of the staff, however, the resumption of sustained
economic growth will require that action be taken to ease the balance
of payments constraint so as to permit more adequate supply of imported
production inputs for both agriculture and manufacturing.



In the agricultural sector, real output declined by 9 percent in
1984 due mainly to unfavorable weather. Sharp falls in wheat and barley
production contributed also to pressure on the external pavments position
as wheat imports of 1.3 million tons were required to supplement the
domestic wheat supply of l.l million tons, while exports of harley were
virtually eliminated. Among the principal industrial crops, cotton
production declined (from an exceptionally favorable level in 1983) by
14 percent while sugar beets output rose by about 10 percent. Prelimi-
nary indications are that both wheat and harley production in 1985 were
sharply higher than in 1984, but that wheat import requirements still
remained subhstantial; cotton output is estimated to have remained
approximately unchanged from the 1984 level.

The Svrian representatives stated that it was the Government's
policy to set agricultural producer prices at remunerative levels, to
ensure the availability of essential inputs, and to provide farmers with
preferential rates of interest—-—-in 1984 total credit to the agricultural
sector had increased by 23 percent and the capital of the Agricultural
Bank was aquadrupled to LS 1l billion. The Svyrian representatives added
that the procurement prices for wheat, barlev, and lentils for the 1986
crop had been raised bv up to 22 percent. At the domestic retail level,
certain essential agricultural products (bread, sugar, rice, and vege-
table 0il) are subsidized but consumer prices for most other products
are determined bv market forces. Investment in the agricultural sector
continues to be accorded nriority, but the Syrian representatives
stated that progress on the land reclamation project in the Euphrates
basin initiated in 1975 as well as on major irrigation projects had
been slowed down, partlv hecause of foreign exchange shortages.

Activity in the manufacturing sector in 1984 and 1985 continued to
be adversely affected by shortages of imported inputs as well as of
skilled manoower, and bhv the decline in domestic production of agri-
cultural raw materials such as sugar beets and cotton. The Syrian
representatives noted also that certain manufacturing activities, such
as textile production, had experienced difficulties due to an erosion
in international competitiveness. On the positive side, however,
output of some other products, including cement, glass, and electrical
engines had been on a rising trend during the past two vears. Also,
emphasis is being placed on the further rationalization of existing
public sector industrial enterprises through improved management. The
Syrian representatives stated that private sector industrial activity
was being actively encouraged, partly through the decision of the
Government to promote joint private-public ventures in both the manu-
facturing and the agricultural sectors; such joint ventures, it was
noted, were already operating successfully in the tourist industry and
the transportation sector. The staff representatives welcomed the
steps being taken to encourage greater private sector participation in
industrial activity, but suggested that relaxation of the present
system of centralized decision-making with respect to management at the
individual enterprise level would enhance the prospects for successful
operation of joint ventures.




Regarding prospects in the o0il sector, the Syrian representatives
stated that a promising discovery of high quality crude o0il deposits
had been made in 1984 at Deir Al Zor in the northeastern part of the
country. The field was expected to begin production in late 1986 at
an initial output level of perhaps 50,000 barrels per day (b/d). This
would represent a substantial increase in total oil production, which
had averaged about 200,000 b/d in both 1983 and 1984. Although it was
too early to estimate the full potential of the new field, there were
indications that it might yield as much as 300,000 b/d. The World Bank
has been assisting the authorities in assessing energy, agricultural,
and industrial policies (see Appendix IV).

At present, Syria is a net exporter of o0il and refined products--
about 0.7 million tons in 1984--and it remains the Government's policy
to rationalize domestic energy consumption and promote conservation,
partly by maintaining domestic retail prices for refined oil products
generally in line with international prices. Concurrently with other
major consumer price adjustments, oil product prices were raised sub-—
stantially in September 1985, with the increases ranging from close to
30 percent for high octane and regular gasoline to about 50 percent
for kerosene and gas oil. At the same time, domestic consumer prices
for liquefied natural gas were raised by 70 percent. The country's
reserves of associated gas are estimated at about 34-36 billion cubic
meters, about one third of which is bhelieved to be recoverable, while
nonassociated gas reserves may bring total reserves to more than 100
billion cubic meters. The Syrian representatives stated that the
Government intended to intensify ongoing gas development activities
with a view to substituting gas for oil as a source of industrial
energy. A newly constructed plant at Swaidiyah had already commenced
the processing of associated gas on a trial basis and was expected to
start production by end—-1985 at the capacity level of about 45,000 tons
per annum,

Concerning other recent price developments, the Syrian representa-
tives noted that official prices for a wide range of domestic and
imported consumer products had been raised substantially in September
1985 to reflect increased production costs and, in some cases, a more
realistic valuation of foreign exchange used for their acquisition by
public sector enterprises. Individual price increases ranged from
7 percent to 144 percent and it was estimated that the cost of the price
adjustments to consumers would be about LS 2.8 billion per annum, repre-
senting the equivalent of about 3 percent of estimated GDP in 1985. The
Syrian representatives observed that the price adjustments had involved
many important consumption items and that, in order to ease the impact
on consumers, wages for public sector employees had concurrently been
increased by 20 percent-—the first general salary increase for such
emplovees since 1980. The cost of the wage increase is estimated at
about LS 2 bhillion. The staff representatives noted that past relative
inflexibility with respect to adjustment of official prices had entailed
significant cost-price distortions in the domestic economy which needed
to be corrected in the interest of both financial stability and economic



efficiency. They added that the recent adjustment of important consumer
prices to more realistic levels was a significant step and it was to be
hoped that more frequent adjustments of domestic retail prices to reflect
changing supply costs will be made in the future in order to strengthen
the financial position of the public sector.

In the area of development planning, the Syrian representatives
stated that the authorities were currently reviewing developments under
the Fifth Five-Year Plan in order to make appropriate adjustments so
as to facilitate the successful implementation of the Sixth Five-Year
Plan, beginning in 1986, which would be finalized in the near future.
With respect to the Sixth Plan itself, the Syrian representatives
" stated that it would give high priority to the promotion of agriculture
and industry and to the restoration of financial stability in the public
sector.

2. Financial policies

Syria has been experiencing substantial fiscal deficits which have
caused rapid monetary expansion despite the contractionary impact of
large decreases in net foreign assets. The overall fiscal deficit, after
moderating from the equivalent of 21 percent of GDP to 17 percent between
1980 and 1983, rose to the equivalent of 22 percent in 1984. As the
expenditure stance had remained tight in 1984, with total expenditures
rising by only 4 percent due entirely to a 6 percent growth in current
outlays, the deterioration in the fiscal position resulted from a 25 per-
cent decline in nontax revenues reflecting mainly lower transfer of
profits from the petroleum company. The large increase in the overall
deficit in combination with a 35 percent drop in foreign grants resulted
in a near doubling of the fiscal deficit net of external grants to the
equivalent of 17 percent of GDP in 1984, These results were substantially
worse than anticipated at the time of the Article IV consultation discus-
sions in May 1984 when the Syrian authorities were estimating the fiscal
domestic bank borrowing requirement for 1984 to be of the order of LS 7.3
billion (about 10 percent of GDP).

Noting that the monetary accounts showed an increase of LS 15.3
billion in bank claims on the Government in 1984, the Syrian representa-
tives explained that the difference between the implicit bank borrowing
requirement of LS 10.6 billion shown in the fiscal data and the figure
of LS 15.3 billion was largely due to the assumption by the Government
during the year of certain bank debts of the public enterprises. When
allowance was made for the resulting decline in the bank claims on public
enterprises in 1984 (by LS 3.5 billion), net claims on the public sector
during the year had increased by LS 11.8 billion which was roughly in
line with the provisional estimate of the domestic bank borrowing
requirement.




With respect to fiscal operations in 1985, the Syrian representa-
tives projected tax collections at about LS 11 billion, or about LS 1
billion less than the budget forecast. The shortfall was attributed
to the effect of delay in implementing the comprehensive income tax
proposal and to the effect of a lower than anticipated level of imports
on import duty collections. The projected level of tax collections
nevertheless implies an increase of nearly 20 percent over that of 1984.
This improvement was expected to result essentially from a sharp increase
in proceeds from the business profits tax, reflecting the continuing
ef forts to speed up collections of current year obligations and to reduce
arrears from previous years. Nontax revenues were projected at about
LS 10 billion, or about 20 percent less than the budget forecast. How-
ever, this would represent a 12 percent increase in receipts relative
to the previous year's level and was expected to result from increased
efforts to expedite the transfer of surpluses by the public sector enter-
prises. The increase last September in prices of commodities sold by
public sector enterprises was not expected to result in any significant
improvement in profit transfers to the budget in 1985.

Current expenditures were projected by the Syrian representatives
at roughly the level indicated in the budget, or about LS 24 billion.
The Syrian representatives explained that the level of these expenditures
was not subhject to any significant compression since the bulk of these
outlays consisted of defense spending, wages and salaries, and commodity
subsidies. Furthermore, whatever savings had been achieved in other
minor categories during the year were expected to be offset by the
recently awarded wage and salary increases. Investment expenditures
were projected at about LS 12 billion, the same level as in recent years
and about 60 percent of the budgeted level. The lower implementation
ratio was attributed to the decreased availability of foreign exchange.

With revenues of about LS 22 billion and expenditures of about
LS 36 billion, the overall deficit prior to receipt of foreign grants
was projected at LS 14 billion (equivalent to about 17 percent of GDP).
The staff representatives commented that if foreign grants were assumed
to be no more than LS 4 billion, given the unfavorable outlook for
assistance by the traditional donor countries, the implied level of the
residual financing would amount to about LS 10 billion, most of which
would have to come from the domestic banking system. The mission noted
that the monetary accounts showed an increase in bank claims on Government
and public enterprises by a total of LS 5.6 billion during the first five
months of 1985 compared with an increase of only LS 2.0 billion during
the like period of 1984; thus it appeared that total public sector bank
borrowing in 1985 might well exceed the LS 10 billion suggested by the
budgetary estimates. The Syrian representatives noted that up to May
1985, Syria had not received significant amounts of aid, adding that
neither the amount nor the timing of aid receipts could be predicted
accurately. Although in recent years Syria had not received the full
amount of aid donor countries had committed at a meeting in Baghdad in
1978, the approved budgets assume full receipt of the amounts committed.



The Syrian representatives said that while government bank borrowing
had been very large during the first five months of the year, subsequent
external grant receipts had improved both the budgetary and net foreign
asset position of the banking system and, for 1985 as a whole, the
authorities expected that both domestic and external financial develop-
ments would show an improvement over 1984. The staff representatives
observed that, based on official budgetary and balance of payments
estimates, domestic liquidity was likely to increase in 1985 by about
18 percent. While lower than in previous years, this growth rate of
nominal liquidity remained excessive. The Syrian representatives
agreed that the excess liquidity which had emerged in the domestic
economy in recent vears needed to be absorbed. With the exception of
credit to the private sector, which was likely to increase in 1986 in
order to finance planned private-public joint ventures——especially in
the agricultural sector-—-growth of bank credit during the year would be
strictly controlled.

The Syrian representatives emphasized that efforts were being made
to reduce the budget deficit as indicated by the September 1985 measures
which would have full impact in 1986. The 1986 budget was still in the
process of preparation and any evaluation of the fiscal prospects for
the year was necessarily tentative in nature. The outlook for revenues
depended considerably on (a) the status of the comprehensive income tax
proposal which encompasses a significant broadening of the tax base (by
including farm income and gains from speculative activities) as well as
adjustments in tax rates, (b) improvements in the availability of foreign
exchange resources insofar as this affects the level of imports, and
(¢) overall activity in the economy insofar as this determines profits
of the public enterprises and their ability to transfer surpluses to
the budget. With the exception of the comprehensive income tax pro-
posal, which has been under consideration for several years and which is
facing strong opposition from various groups, no major revenue generating
initiatives were under consideration. The Syrian representatives indi-
cated, however, that some limited initiatives were being considered in
the areas of (a) the real estate rentals tax (by adjusting the levy
basis to a more realistic level) and (b) increasing the efficiency of
tax collections through computerization of information and reliance on
random sampling of taxpayers for review and audit of returns. On the
expenditure side, the Syrian representatives indicated that controls
would continue to be applied by limiting the growth of current expendi-
tures to not more than 6 percent and by not launching new investment
projects and, instead, merely concentrating on the completion of
existing projects. Generally, the staff commented, it did not appear
that the overall budget deficit would be reduced in 1986 in the absence
of further corrective action. Therefore, the mission recommended that
both tax measures and public sector price adjustments should be con-
sidered in addition to budget expenditure restraint in order to bring
about reduction in the fiscal deficit.




3. Balance of payments

The official balance of payments estimates provide only a partial
view of developments in Syria's external sector. The estimates provide
incomplete coverage of transactions effected through the unofficial
market and also exclude transactions relating to military imports,
their financing, and associated external debt servicing obligations and
paynents. The available data show that in 1984 the overall balance of
payments deficit was about LS 2.6 billion—-—-3.5 percent of GDP--or more
than twice the amount of LS 1.2 billion projected in May 1984, reflecting
mainly shortfalls from projected levels in official unrequited transfers
and in net nonmonetary capital inflows. The Syrian representatives
explained that the major part of the overall deficit in 1984 had been
financed through the Central Bank's accounts with the central banks of
the Islamic Republic of Iran and East European countries. It was stated
that some delays had occurred in 1984 with respect to the settlement
of certain foreign payment obligations of the Commercial Bank of Syria
because of difficulties encountered in negotiations concerning some
of its foreign lines of credit. No estimate was available as to the
amount of delaved pavments and the Central Bank was actively assisting
the Commercial Bank in working out arrangements to settle the overdue
pavments.

The staff representatives observed that the balance of payments
outcome in 1984 had been disappointing, and that it had entailed a con-
siderable increase in Syria's external indebtedness. In this connection,
the mission expressed concern about the lack of comprehensive information
on total external indebtedness and associated debt servicing obligations.
In the country's present circumstances, the staff representatives con-
tinued, it was essential that adequate current information be compiled
on the level of ocutstanding external debt and scheduled interest and
principal repavments. When added to other weaknesses in the official
balance of payments statistics, the lack of such information made it
difficult to estimate the size of prospective imbalances in Syria's
external payments position and the magnitude of adjustment measures
needed to restore balance of payments viability. l/ The Syrian repre-
sentatives reiterated that it was the Government's policy to limit most
external borrowing to concessional loans from bilateral sources and
international organizations. As for the balance of payments outcome in
1984, several external factors should be taken into account, including
sharply lower oil income in neighboring countries which had affected
adversely both external grant and private transfer receipts. Also, the
severity of the weather-induced drop in wheat production in 1984 had
caused total food imports to increase substantially beyond earlier
expectations. It was clear, however, that part of the weak external
pavments position in 1984 was due to lack of adequate export incentives
and to the excess demand conditions prevailing in the domestic economy.

1/ In the face of substantial economic and financial data gaps, the
staff representatives were not in a position to prepare a quantitative
scenario for the medium-term prospects for Syria's balance of payments.




In the medium term, the Syrian reptesentatives added, increased oil
exports from the newlv discovered field held out a promise of a con-
siderable strengthening of overall export performance.

For 1985 the official bhalance of pavments estimates show an overall
deficit of LS 1.8 billion compared with the 1984 deficit of LS 2.6
billion. The staff representatives suggested that this estimate might
he on the optimistic side, considering the decline of LS 0.6 billion in
the net foreign asset position of the banking svstem during the first
five months of 1985 compared with the improvement of LS N.5 hillion
recorded during the like period in 1984, The Svrian representatives
responded that they were hopeful that exports in 1985 would attain the
estimated level of LS 8.0 billion (an increase of about 10 percent
over 1984) and that reduced cereal imports would help limit imports to
LS 14.5 billion compared with the 1984 level of 1S 14.9 hillion.
Considering also that external grant receipts, at LS 4.0 billion com-—
pared with LS 4.7 billion in 1984, and canital inflows in 1985 had
been estimated on a realistic basis, thev believed it was likelv that
the overall deficit for the vear as a whole would not exceed LS 1.8
billion. As in the preceding vear, the overall halance of pavments
deficit in 1985 would he financed mainly throush drawinegs hy the Central
Bank of Svria on other central banks.

While no auantitative projections had been made for the halance of
pavments performance in 1986, the Svrian representatives stated that it .
was likelv to entail an overall deficit lower than that of 1985, Among
factors which would contribute to this improvement thev cited the favor-
able agricultural output prospects and, perhaps, the beginning of exports
from the newly discovered oil field. On the domestic side, the growth
of budget expenditures would be severelv constrained and other steps
would he taken to attain an overall improvement in the financial position
of the public sector. In additinn, improved incentives were expected
tno stimulate export growth.

4. FExchange and trade svstem

Svria maintains a complex svstem of restrictions and controls over
external trade and pavments. Restrictive practices include the main-
tenance of multiple exchange markets, large spreads hetween buving and
selling rates in these markets, a multiple currency practice arising
from an advance import deposit requirement, hilateral payments arrange-
ments with Fund members, and restrictions on the making of payments for
imports and invisibles.

In Mav 1985 the Svrian authorities initiated a process of exchange
rate adjustment and simplification. The multiplicity of effective
exchange rates was reduced sharplv by the discontinuation of the practice
of regquiring most export proceeds to he surrendered partlv at the
of ficial rate and partlv at the parallel rate: with the excention of
petroleum and phosnhate exports (about 64 percent of tntal exports in
1984) which are effected at the official rate and of expnorts of fresh ‘



fruit and vegetahbles (tourist rate), all other export items are now
transacted at the parallel rate. Also, the replacement of varying
advance import deposit requirements in September 1985 for the private
sector hv a uniform 50 nercent requirement served to reduce the nunber
of effective exchange rates on the import side. However, the intro-
duction in the same month of a fourth exchange rate for medical and
tourist expenditures abroad widened the spread between the lowest and
highest official exchange rates. In the external trade sector, several
regulatory changes introduced after November 1984 (see p. 4 above)
effectively authorized private sector importers to finance selected
transactions with own funds or funds obtained from unofficial sources. l/

The staff representatives welcomed the recent measures to simplify
the exchange svstem, provide more attractive exchange rates for most
export items, and tn introduce a measure of flexibilitv in the import
system. However, the mission expressed the view that Svria's exchange
and trade system remained both complex and restrictive and earlv progress
toward exchange rate unification at a realistic level together with
import liberalization was highlv desirable from the point of view of
economic efficiency and external balance. The Syrian repnresentatives
said that the authorities were considering implementing further steos
in the process of reform of the exchange system that would lead to a
reduction in the numher of effective rates. While the ultimate obhjective
of the intended reform process was to achieve a unitarv rate of exchange
at a realistic level, the authorities believed that a one-step anproach
might have adverse effects on the financial position of the public
sector and would entail an undulv abhrupt increase in import costs. In
this connection, the Syrian representatives explained that recent price
increases for many imported goods sold by the public sector had been
intended to compensate partlv for the overvaluation of the Svrian pound
in terms of foreign exchange. The staff representatives acknowledged
that a phased approach to exchange reform over a relatively brief
period of time could ease the adjustment process, but it was not without
potential drawbacks. Thus, the adjustment of public sector prices to
reflect a more realistic exchange rate gave rise to profits at the
public enterprise level while the import exchange rate itself remained
unchanged; such profits, if continued over a period of time, might come
to be viewed as a useful source of revenue and might thereby impede
action on an appropriate exchange rate adjustment. Moreover, such
profits on the import side were the equivalent of taxes imposed on the
economvy's export sector, whose growth and diversification would be
correspondingly discouraged.

Another area of concern for the Syrian authorities was that higher
import costs brought ahout by exchange rate adiustment might cause a
sharp decline in the transfer of funds to the government hudget from
public enterprises, whose social responsibilities constrained their

l/ For a detailed description of these and other changes in Syria's
exchange and trade system since Mav 1984, see Section V of the Recent
Economic Developments report (to be issued shortlv).




capacity to adjust prices in line with such higher costs or to reduce
employment in order to contain costs. In this context, the process of
exchange reform would need to be accompanied by complementary measures
in other areas of economic management in order to achieve successful
results. The authorities wished to study carefully all possible impli-
cations before deciding to take further major steps in the area of
exchange rate management policy.

The Syrian representatives stated that the bilateral payments
agreements with Sri Lanka and Viet Nam had remained inoperative for
several years, while the agreement with the U.S.S.R. remained active.
Also, the banking arrangement between the Central Bank of Syria and
the central bank of the Islamic Republic of Iran had been renewed
without modification, thereby retaining the provisions which effectively
make it a bilateral trade and payments agreement.

IV. Staff Appraisal

The Syrian economy has been experiencing economic difficulties and
severe balance of payments pressures. Unfavorable weather conditions
have affected output growth in agriculture, and manufacturing activity
has been constrained by shortages of imported inputs. While agricultural
output growth may recover to the extent that weather conditions improve,
the foreign exchange stringency will continue to constrain economic
activity and investments with serious implications for the econony's
overall performance in the medium term. On the positive side, important
progress has been made in recent years in the oil and gas sector. The
new discovery of high quality oil deposits is expected to entail higher
0il exports and to strengthen the external payments position. Also, the
authorities have intensified their efforts to exploit Syria's large
natural gas reserves for domestic industrial energy consumption, thereby
releasing petroleum products for exports.

The authorities do not count on increased exploitation of Syria's
energy resources to extricate the economy from its present difficulties,
and have recently taken some corrective steps——wide-ranging, and long
overdue, price increases and simplification of the exchange system—-to
moderate excess demand and cost-price distortions in the domestic
economy. While the authorities are to be commended, these actions are
limited in scope. The staff would recommend that the authorities develop
a comprehensive set of coordinated adjustment measures to tackle the
country's economic and financial problems. Without such an approach,
the authorities would be risking the dissipation of appropriate action
in one policy area because of the lack of adequate supportive efforts
in other fields.

In 1984 the external accounts recorded a fifth successive deficit
which turned out to be more than twice the level forecast during the
previous consultation review in May 1984. Even on optimistic assump-
tions, the balance of payments is expected to show considerable deficits




in 1985-86. Beyond 1986 the halance of payments mav benefit substan—
tiallv from the exploitation of the newly discovered oil and gas
reserves, but it would not be prudent to expect this factor to bhe
sufficient to erase the halance of payments constraint. The flow of
workers' remittances and aid receipts from neighboring countries are
an unstahle source of exchange receipts and, in anv case, cannot bhe
viewed as a substitute for measures aimed at strengthening Svria's
balance of pavments structure. Additionallv, the prospective evolution
of the burden for servicing Svria's external debt in the second half
of the 1980s is clouded bv the fact that the availahle information in
this area is incomplete. Therefore, to appraise the magnitude of the
problem in the external sector in order to determine the appropriate
policy response, the staff believes that it would be desirable for the
authorities to carrv out a detailed evaluation of needed adjustment
measures. Moreover, the authorities would need to consider that the
additional resources resulting from the expanded oil exports will be
needed to provide a margin for increasing investments and relaxing

the existing tight restrictions on imports so that the economy can
resume satisfactory growth.

The restoration of domestic financial balance will require a sub-
stantial strengthening of the public sector's financial performance both
as regards the public enterprises and the Government's hudget. For a
number of vears, no major tax initiatives have been introduced. Conse-
quentlv, the tax/GDP ratio, which is low by international standards, has
stagnated. With the fall in nontax revenues (mainlv the surplus of the
oil sector), the overall fiscal deficit rose hv about one third in 1984.
This adverse development was compounded by the continuous fall in aid
receipts and, as a result, bank borrowing to finance budgetary operations
more than doubled in 1984 compared with their level in 1983 and, despite
ef forts to contain expenditure growth and improve revenue collections,
considerahle improvements do not appear likely in 1985-86. Currently
the Svrian economv is highlv liguid despite the large contractionary
impact of the successive external deficits. Administered price adjust-
ments, particularly those introduced in September 1985, will help to
absorb part of this liquidity overhang. Nevertheless, pressures on
foreign exchange resources will continue to emanate from this source
until domestic financial bhalance is restored. In the view of the staff,
restoration of financial balance is not likely to materialize in the
absence of substantive measures aimed at reducing the fiscal deficit.

In the discussions the authorities outlined their thinking with
regard to a possible major reorganization of the exchange system in
Svyria. No decisions have so far heen taken as regards the scope or the
timing of action in this area. The authorities consider that, for the
time bheing, a one step reform which would establish a unitarv rate at
an appropriate level is not feasible. Nevertheless, in the discussions
thev expressed the view that substantial further progress in reducing
the multiplicity of rates and effecting a considerable depreciation of
the Syrian pound remains a possibility. The staff considers that
subhstantive progress in the reform process 1is necessary soon so as to




provide the basis for the eventual exchange rate unification for the
Syrian pound. Moreover, the difficult external pavments position and
the existing liquidity overhang in the domestic economy suggest that
flexibilitv in exchange rate management will be essential for improving
external sector performance. More fundamentally, enduring progress
toward the restoration of domestic and external halance in the Syrian
economy will require that determined action bhe taken to strengthen the
fiscal position, improve the operational efficiency of the public
enterprises, and reduce the overhang of liquidity. For the medium term,
resumption of satisfactory growth in the Syrian economy is also likely
to require that domestic resource allocation he shifted in favor of
productive investment and that present import restrictions be relaxed.

Despite recent simplifications and improvements, Syria's exchange
system continues to be complex and to involve a number of restrictive
features in the form of multiple currencv practices and restrictions on
payments for current international transactions that are suhject to Fund
approval under Article VIII. 1In view of the fact that the authorities
do not have specific plans for simplifving the system and unifyving the
exchange markets at an early date, the staff is not recommending approval
of Svria's exchange svstem.

It is recommended that the next Article IV consultation with the
Svrian Arab Republic be held on the standard 12-month cycle.




V. Proposed Decision

The following draft decision is proposed for adoption bv the
Executive Board:

l. The Fund takes this decision relating to the Syrian Arab
Pepublic's exchange measures suhject to Article VIII, Sections 2 and 3,
and in concluding the 1985 Article XIV consultation with the Syrian
Arab Republic, in the light of the 1985 Article IV consultation with
the Syrian Arab Republic conducted under NDecision No. 5392-(77/63),
adonted April 29, 1977 (Surveillance over Exchanse Rate Policies).

2. Svria's present exchange regime invnlves multinle currency
practices and exchange restrictions subiect to Article VIII, as described
in SM/86/__ . The Fund notes the simpnlifications that have been made in
Svria's exchange arrangements. The exchange svstem in Svria, however,
remains complex and the Fund hopes that in the near future the authori-
ties will take steps toward the estahlishment of a unified exchange
system and the liheralization of exchange restrictions. The Fund notes
that the Svyrian Arab Republic maintains three bhilateral pavments agree-—
ments with Fund members and hopes that these agreements will be terminated

as snon as possibhle.
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Syrian Arah Republic - Fund Relations

(As of Decemher 31, 1985)

Membership Status

Date of memhership: April 1947
Status: Article XIV

A. Financial Relations

General Department (General Resources Account)

Quota: SDR 139.1 million
Total Fund holdings of
Svrian nounds: SPR 139.1 million, equivalent

to 100 percent of auota

SDR Department

Net cumulative allocation: SNDR 36.56 million

Holdings: SDR 2.775 million and 7.59 per-
cent of net cumulative
allocation

Administered Accounts None

Use of Fund Resources

The Svrian Arab Renublic made frequent use of Fund resources under
stand-by arrangements and the compensatory financing facility
during the earlv 1970s. However, amart from purchases in the
reserve tranche, Svria has not made any purchases in recent years.

(verdue Obligations None

B. Nonfinancial Relations

Exchange Rate Arrangement

The Syrian pound (LS) is pegged to the U.S. dollar (the interven-
tion currency). Since 1976, the exchange rate in the official
market has heen maintained at LS 3.90, buving, and LS 3.95, selling
per USS1. The representative rate applicable to Fund transactions
is LS 3.925 per US$1. The official exchange rate is applied to
most public sector trade and trade-related activities and capital
transactions. In April 1981, an official parallel market was
established for all imports and trade-related services transactions
of the private sector and for certain commodities exported by the
private and public sectors. Since August 1981, the rate in the
parallel market has been set at LS 5.40, buving, and LS 5.45,
selling per USSl. 1In May 1982 a third rate—-a "tourist”™ rate--was




VIII.

XI.

introduced for tourism receipts, remittances, and the provision
of foreign exchange for travel abroad: since February 1985 this
rate has been LS R.25, bhuving, and 1.8 8.85, selling per 11SS1.

In September 1985 a fourth rate (LS 11.25 per USS$1) was established

for the sale of foreign exchange to Syrian nationals for travel
and medical expenses abroad.

Last Article IV Consultation

Discussions were held in Mav 1984. The Staff Report (SM/84/185,
7/31/84; and Sup. 1, 9/7/84) was discussed by the Executive Board
on September 10, 1984,

The Executive Roard's decision (Decision No. 7802-(84/140)),
adopted September 10, 1984, was as follows:

1. The Fund takes this decision relating to the Svrian Arab
Republic's exchange measures subiect to Article VIII, Sections 2
and 3, and in concluding the 1984 Article XIV consultation with
the Svrian Arab Republic in the light of the 1984 Article IV
consultation with the Svyvrian Arab Republic conducted under
Decision No. 5392-(77/63), adopted April 29, 1977 (Surveillance

over Exchange Rate Policies).

2. Svria's present exchange regime involves multiple
currency practices and exchange restrictions subject to
Article VIIT, as described in SM/R4/189. The Fund notes the com-
plexitv of Syria's exchange system and hopes that in the near
futnure the authorities will take steps toward the establishment
of a unified exchange svstem and the liberalization of exchange
restrictions. The Fund welcomes the termination of the bilateral
pavments agreements with a Fund member and notes that the two
remaining agreements with Fund members are inoperative and hopes
that these agreements will be terminated as soon as possible.

Technical Assistance

A fiscal technical assistance mission visited Damascus in April
1977 to survev the tax svstem and recommend improvements, and

its report was submitted to the aunthorities in August 1977. A
mission visited in Novenber/December 1978 to advise on measures
to stimulate domestic savings and the flow of expatriate remit-
tances, and its report was submitted in Fehruary 1979. The
Bureau of Statistics provided advice on bhalance of pavments
statistics in March 1981 and on government finance statistics in
October 1982, Additional technical assistance in the latter area
was nrovided through a staff visit in Februarv/March 1985.
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Syrian Arab Republic: Basic Data

Population (1984 estimate) 9.9 million
Area 185,170 square kilometers
Currency Syrian pound (LS)
Official exchange rate (since April 1976) LS 3.925 = USS$1
Parallel market rate (since Ausust 1981) LS 5.425 = pss1
Tourist market rate (since Februaryv 1985) LS 8.550 = 1SS!
GDP at current market prices (1984) LS 75,126 million
GDP per capita (1984) LS 7,562

Provi-

sional Budget

1982 1983 1984 1985

(In millions of Svrian pounds)

Government finances

Revenues 19,202 21,228 18,333 24,906
Tax (8,490) (8,767) (9,027) (11,764)
Nontax (10,712) (12,461) (9,306) (13,142)

Expenditures 31,218 33,648 35,010 42,984
Current, of which: (19,166) (21,571) (22,900) (23,549)

Public deht amortization [1,620] [2,086] [eed] [...]
Capital (12,052) (12,077) (12,110) (19,435)
Deficit (excluding grants) -12,016  -12,420 -16,677 -18,078
External grants 5,354 5,762 3,768 8,378
Deficit or surplus (including
grants) -6,662 -6,658  -12,909 ~9,700
Est.
1985
Monev and credit (changes during
period)

Money and quasi-monev 5,670 8,671 9,933 9,500

Foreign assets (net) -965 ~-1,491 -2,597 -1,800

Domestic assets (net) 6,635 10,162 12,529 11,300
Claims on Govermnment & public

sector enterprises (8,612) (8,321) (11,799) (10,620)
Claims on Government (net) (9,754] [6,973] [(15,335] (o]
Claims on public sector

enterprises [-1,142] [1,348] [-3,536] [eed]

Claims on private sector (9R3) (1,466) (642) )
Import deposits (-2,622) (-104) (271) ) (680)
Other items (net) (-339) (479) (-183) )
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Svrian Arab Republic: Basic Data (Concluded)

1982 1983 1984 1985

(In millions of Svrian pounds)

Ralance of pavments

Exports, f.o.b., of which: 7,975 7,594 7,298 8,000
Petroleum and petroleum

products (5,940) (5,195) (4,588) (o0
Imnorts, f.n.h. -14,535 -16,297 -14,920 -14,500
Services and private transfers 234 518 -436 -
Current account halance -6,326 -8,185 -8 ,N58 ~6,500
Official transfers (net) 5,413 5,015 4,714 4,000
Capital movements (net) R3 1,477 1,013 700
Errors and omissions -135 202 -266 -
Overall surplns or deficit (=) -0A5 ~-1,491 ~-2,597 -1,800

(In millions of SDRs)

FExternal reserves (end of period)
Gross official holdings 1/ 447 285 24
Net foreign assets 2/ ~942 -1,356 -2,12

W =~
.
.
.

(Ratios to GDP)

Overall fiscal surplus or

deficit (=)
Excluding grants -17 =17 =22
Including grants -9 -9 -17
Balance of pavments
Current account deficit (=) -9 -11 ~-11
Overall deficit (-) -1 -2 -3

(In percent)

Rate of change of selected indicators

GNP at current prices A 4 3
GNP at constant prices 3 - =2
Consumer price index 3/ 14 A 9
Government revenues 16 11 -14
Government ewxpenditures 5 ] 4
Monev 19 25 22
Monev and auasi-monev 20 26 24
Net domestic Aassets 21 27 26
Credit to Covernment (net) and

public enterprises 23 18 22
Yvports ¢ -5 -4
Tmports -24 12 -8

1/ Excludes bilateral bhalances and gold haldines (833,000 ounces), but
includes aross reserves held bv the Commercial Bank of Svria.

2/ Converted at end neriod Svrian pound per SDR 1 utilizing official
exchange rate.

3/ Averaze annual rate of change in the Damascus Retail Price TIndex.
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Svrian Arab Republic - Statistical Issues

1. Outstanding Statistical Issues

a. Monetarv accounts

The latest monetary data rennrted to the Bureau of Statistics relate
to end 1983, Data up to Mav 1984 in the Bureau of Statistics' files have
recently heen undated using official publications. The currentness of
the monetarv data is likelv to improve in 1986 after the completion of
an ongoing renrganization of the monetarv accounts expected in early 1986.
However, the impact of this reorganization on the compilation of monetary
aggregates will have to be reviewed by the Fund, particularlv regarding
classification of the government accounts.

b, Government finance

The 1985 GFS Yearbook includes data from 1972 to 1981 for revenue
and expenditure bv function and by economic type. There are no detailed
data on financinag, and no data on debt, and regional and local govern—
ments. The onlv vear of data covered by the derivation table is 1981,
compiled during a technical assistance mission in 1981.

A technical assistance mission visited Svria in February/March 1985
to give a seminar on the methodologyv underlving the Fund's system of
government finance statistics and discuss outstanding statistical
issues with the authorities.

2. Coverage, Currentness, and Reporting of Data in IFS

The table below shows the currentness and coverage of data published
in the country page for Svria in the January 1986 issue of IFS. The
data are hased on renorts sent to the Fund's Bureau of Statistics by the
Central Bank of Syria, which during the past vear have been provided on
an infreauent basis. With the exception of exchange rates and the halance
of pavments, there is an urgent need to improve the currentness of data
in all fields.

Status of IFS Data

l.atest Data in
Januarv 1986 IFS

Real Sector —~ National Accounts 1983
- Prices: Consumer 01 1985

Wholesale 1983

- Production: Industrial 1983

- Employment n.a.

- Earnines Ne.a.




Government Finance

Monetarv Accounts

External Sector

- 23 -

Deficit/Surplus
Financing
Debt

Monetary Authorities
Deposit Monev Banks
Other Financial Institutions

Merchandise Trade:
Value: Exports
Imports
Prices:
Balance of Pavments
International Reserves
Fxchanee Rates

APPENDIX III

1981
1981
n.a.

03 1983
04 1983
n.a.

November 1984
October 1984
1983

1984

Q2 1984
August 1985
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Financial Relations of the World Bank Group with the Syrian Arab Republic
(As of end December 1985)

Lending by Sector, 1975-84

FY 75-79 FY 80-84

Lending No. of Lending No. of

(1USSs) Projects (USS) Projects
Agriculture 68.5 4 22.0 1
Water/sewage 85.0 2 30.0 1
Power 120.6 3 -- --
Education 20.0 1 15.6 1
Telecoms 28.0 1 - -
Transportation 58.0 1 - -
Total 380.1 12 67.6 3

During FY 1980-84, relations with Syria were limited mainly to an
economic mission and three nroject loans amounting to USS$67.6 million.
Bank involvement during this period was limited because of the Government's
decision to postpone the start up of new projects for most of the Fifth
Five~Year Plan period (1980-85) in order to concentrate on the completion
of ongoing projects as well as the decision to assign the execution of
projects to Syrian public sector companies, which reduced the number of
projects eligihle for Bank financing. However, in FY 1985 the authorities
intensified their dialosue with the Bank on certain economic and sectoral
issues, particularly in the context of preparation for the Sixth Plan
(1986-90); these included a country economic memorandum, an energv sector
assessment review, agricultural sector survey, water supnly and sewerage
sector review, and advice on a manpower study. The Bank's strategyv for
1986-90 aims at expanding lending, economic, and sector work programs in
areas accorded priority in the Sixth Plan and where the Rank has alreadv
had some impact, with the objectives of improving resonrce allocation and
promoting greater efficiencv in the public sector. In addition to ongoing
sector work, the Bank will provide assistance in reviewing an industrial
sector study financed by the EEC which would assist in defining the
Government's industrial strategv.




