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PREFACE

This paper has been prepired hy ¥ng. Abdelmonem Allaf, who served the
Ministry of Plannin~ of the Syrian Arab Republic 1s tasigtant Secretary
General for ‘ngineerins LHtudies (*Aar the period February 1965 to August 19€8)

and is currentl- Te hnical Mircctor of L tallurmic (ablerie, RBeirut.

The paper is intended to provide no mer. than an intrnduactory review.
of the¢ Syrian cxperience in industrial programming and proiect planning,
or a backeround material that may relp stimulate the ‘orizing Group's

discussions of a similar sulbject
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INDUSTRIAL DEVELOPMENT Il THE SYRIAM ARAB REPUBLIC

A. The Second Five TYear Plan in the industrial sector

The contrihution of 1he industrial sectoar to gross domestic product
in the Syrian Arat Republic has ste-1ily increased sirce the oil
production and miring exploitation started at the beginning of 1969,
This new develnpment might increasingly adi1 to the important export
potentials «f the country;. The course of industrial development during
the second five year plan (1966-1970) has been characterized by the
following:

1. Development of the mining industry;
2. Manufacturing of metal products;

3. Establishment of an intesrated petroleum industry programme
covering prospection, exploitation, transport and refining;

4. Expansior. of the industrial prejects which have already
started during the first five yea. plan period; and,

5. Development of the electric power industry (generation trans-
mission and distribution) which has played a leading role in
reducing industrial production costs.

The second plan was intended to ensure that the industrial sector
would expard ir confermity with the basic industrialization strategies,
which consist mairly ins

a. Utilizatiour of mineral resources in the country;

b. Securing power for production and ronsumption;

c. <Satistying the requiremerts for agricultural development; and,

d. Increasirg exports and curtailing imperts.

The cortribution of "oil and mines" branches to industrial income
had been very limitel ani ever inexistant in earlier years. As these
new branches gair siguificance, the industrial sector would become an
increasingl; important sector «f the economy. 1t should be pointed out
that the nverall trend »f industrial productior anticipated on the

basis of old data must now be modificated substantially in view of the

recent develcpment of the cil and mining branches,
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The new industrial establishments which have emerged in the field

of 0il, mining, and major warufacturing tranches are medium to large
gized. Two main problems are commor. ta all these rew projects: small

domestic markets and shortage ot skilled labour. However, scteps have
: y

been taken to provide measures and facilities that will lead to improve—

ments in transport arcd foaining, and that will provide protection and

incentives ani admiriotrative improvemerits to encourage jrwustrializatvion.

The secend five jear plan (19540-1970) has
The allncations to the irdustrial sector ander

develcoped the mining and

the petroleum irdustr,.

the plan are distributed as follows:
Investments percentage
(£.S. thousand)

. - -— - -

Industry and mining 398,545 8
Fuel and power 511,951 12,4
Grand total 2,555,000 100

These investments are tn increase total national inccme by 41.5

percent and the five 1ifferent economic sectors are expected to contribute

+o this expected increment, as follows:
agriculture and land ~eclamation sector ...27.9 percent;
.30.6 percent;

1. Irrigation,

. Industry, mining, fu-l and power Sectorl voeeeoerecencs

oo

Transport and communication SECLOT ueoiovsoanoans .10.6 percent;

.19.0 percent;

.11.59 percent.

« w2 c s e e s eae 0

A. Public utilities arnd commurity WOTK S€CtOT svonecesens
5. Services SeCIOT  o.ievoiaineieoenen

This shows the leadings rele which the plan has given to the industrial
sector.

The following table shows the main projects in the industrial sector

which will be executed during the second live year plan period.
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Currencies

Projects investments Local Credit Local Foreign
Scurces  facilities

MINISTRY CF
INDUSTRY
Mining and ¢enlngy 1,260 1,260 - 753 507
prcjects
Voratisnal training
centres 2,700 2,500 - 2,300 -
Industrial csperiments
a.l'ld I‘ese’il":‘h "E.htr‘h‘ 9,3]({ 9' 316 4,000 4’7{1 4,545
Management ard pro-—
ductivity development
centre 44501 2,343 2,21% 24343 2,218
TOTAL -~ MIT'ISTRY OF

T DUSTRY 17,537 11,716 6,212 10,5657 7,270
General Authcrity for Tadustrial Projects Execution
Nitrogen fertiliger
factory (1,900 50,495 21,047 17,700 54,200
Dry vattery factory 2,347 24345 - 80% 1,543
Exploitaticon of phos—
phate nres pluc ore
processing ;4,000 71,000C 7,000 44,900 33,100
Iron rod factory 24,000 6,000 18,000 1,000 18,000
Onion and vegetable
factory 113, 000 3,000 5,000 2,500 5,500
Exploitation of salt
mines 1,917 1,917 - 900 7017
Industrial studies 200 200 - - 200
Expenditure of the
authority 2,700 2,700 - 2,160 ,540
SUB~TOTAL 195,063 143,656 51,405 74,963 120,100




9

1D/ 55/¢

Page 8
Authorities and Accregate  Sources of financing Currencies

Projects invegtments lecal Credit Loeal Foreign
sources  facilities

Establichment o defunce faciory

Elertrinity meters 1,00 1,299 - 145 1,193
Water meters Jye 527 - 533 1,690
SUB-TOTAL 3,577 2,517 - 734 2,543
Ministry -t Supply

Bakeries 3,507 3,9GC7 - .. 907 3,000
SUB~TOTAL 3, 907 3,907 - 907 3,000

General Autherity cf Grains and Mills

Automatic mills 13,920 10,3:C 3,000 10, 340 3,500

P ] -

Ministry of A/srisulture

Iilk pasteuriza’ian
in Damascus 390 290 - 410 430

Milk pastcurigabian

in Aleppo 950 950 - 50 360

SUB-TOTAL 1,840 1,840 - 1,C00 640

General Dircctorate of Tobaccn Monopoly i
Cempletion ot s1oTe

in Lattakia 355 365 - 365 -

Completion »t Aleppo

Buildings %4 65 - 65 -

Previous commitments 129 129 - 129 -

SUB~TOTAL g -
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Authorities and Ageregate  Sources of financing Currencica
Projects invegtments  Local Credii Local  Torelgn
Sources facilities
Nase TV C r; wration
Telephone scts
assembiling 500 500 - 220 230
General Authority of Cotton Giming and Marketing
Projects of the
authority: total A 1,033 A 74460 9,244
General Authority of the Industrial Sector
Fine yarn plant 16,000 5, 000 11,000 2,900 13,100
Chab sugar plant 214412 1416 4,004 12,118 5,364
Asbestor cement
plant £,119 Zy 119 - 1,955
Agriculture indus—
trialization projects - - - -
Bricks plaat 1,00C 500 500 650
Spinning + textiles
industry 26,513 254513 - 4,745
Chemical industries  §,007 5,057 - 1,375
Metallic industries 2,349 24349 - 420
Food industries 8,000 %,CH0 - 1,470
Wood, papor, lecather
and plastic indus—
tries 2,000 2,000 - 310

SUB~TOTAL 94,533 8,034 16,504 25,043
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Authorities and Aggregatc gources of financing Currencies

Projects irnvestments Local Credit Local TForeign
Source o facilities

Syriar Gencral Pirectorate | t Elcctricaty

General prid oyatem

and general

atations SRR A 11,593 37,193 19,422 59,704

Transmission of

clectricit; 20,512 20,512 - 9,963 11,149

Electricit, distri-

bution 4G, 0C0 aC, Q00 - 14,623 45,077

Rural illuminati r

projects PRI 185 - 2,505 2,600

SUER-TOTAL 10 157,070 374193 14213 113,590

Petroleum Gencral Authority

Alepps petroleum N

tanks 1, 30C *,30C - 600 700

Adra petrolown tarks 15(: 350 - 90 260

Lattakia petrcleunm

tanks 970 - 625 350

Hassaka and De1irezzor

tarks 500 £00 - 450 150

Hama putroleum tanks 1,200 1,200 - 525 675

Gravimetric prospection 500 500 - 400 100

El Yarubia pct. tanks 270 675 - 300 375

Expleration drillingsd 3,000 13,000 - 5,048 14952

Petrclieun Retinery

modificaticn 11,100 34,180 72,000 21,090 50,090

Expanding the

refinery 1,143 1,143 - 400 783

Karatchouk tartous

pipeline 170,330 127,393 42,931 37,4312 133,018
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Authorities and Ageregate  Sources of financing Currencies
Projects investments  Leczl oredit Local Foreign
Sources farilities
» ()

Petroleum G- acral Avthority (Cont'i,
Development of
the putr, ficlag 101,320 1,320 40,000 17,500  B3,:20
Superviaion ~f
pipeline ecompletion 4,475 4,475 - 2,030 2,445
Seismir gurve, D) 000 5,000 - 2,000 3,000
Petrochemical industry
studies 1,000 1,000 - 200 800
Increasirg the capacity
of white¢ products 44000 4,000 - 621 3,179
SUB-TOTAL A17,C00 202,151 154,937 89,391 327,697
GRAND TOTAL OF THE TIDUSTRY,
MINING POWER AND FUEL SECTOR

$60,456 609,968 270,528 301,577 658,910

B. Past developments in the industrial sector

The average yearly growth, frem 1957 to 1966, was about 8.4 percentj

the index of industrial production 19/ 7/1955 was 236.

Growth o1 Syrian industry

Easic indexes Average annual

Years 1957 = 16C rate of growth
in percentage

1956 100 -

1957 11¢ 12.0

195 125 11,8

1959 12 8,0

1960 143 9.4

1961 147 3.0

1962 167 3.9

1963 173 8.1

1964 197 8.8

1565 215 8.9

1966 223 8.4

1967 235 8.2
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The pattern of this development by different branches for the

period 1957-1967, is as follows:

Branches

Mining and quarriny

Grewth ITndex

1967/1956 &)

3\
Lo

\

AT

Yearly rate

o€ growth(2)

(=)

Food T 1 4.8
Beverages T & A 7.2
Tobacco + 032 2.6
Spinning and textiles 97 10.4
Paper (=) 33 (-)
Rubber + 182 9.9
Chemical industry + 060 4.9
Nor—metallic + 093 6.2
Electricit, + 165 9.3
Industry total + 136 8.2

The branches wiich produce censumption gnods realized the highest

growth rate during the pust decade.

Ir. contrast, the irdustrial

invegt—

ments under the seeond five year plan g ive stronger omphasis on expanding
the mining ard petreieum industry and ~ther based producer—g neods ir.dustries.
Wher, including these preojects in the pian, the utilizatien ot important
available ratural rescourses cuch as phosphates, salt, arnd hydrocarovon
materials, was taken frte consideratior ir order to securs raw naterials
for the varicus |odusirial projects which would achieve a fundamcrital
change in the siructurs of the industrial sector. As ~f 1065, the output

of the food, “obarco, and textiles industiries alone constituted over 70

percent of the total industrial ouiput.




Industrial output in Sy
by mair rranches

Food and beverages
Tobacco

Spinning; and textiles
Naphta products
Nom-metallic prolducts
Electricity, and water

other branches

Industry Total

Output

in miilion &£. 8.
current prices

162,1
0743
494,0C
9245
53,0
7245
87,7

1,C45,1

ri? 1965
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Structure in

percent age

15.4
3.3
47.2
3.8
5.1
6.9
8.3

100.0

The fellowing table shows the share of the industrial sector in

domestic fixed capital formation:

Sceteral distributicn of net domestic capital
formation 1921-67 at current prices M.S.£.

1661 1502 1563
Industry 10¢€ 112 92
Agriculture Y| 99 10C
Others 249 350 30C
TOTAL 433 561 492

1504
104
96
277

477

1565 1965 1967
117 1657 208
79 29 13
245 343 393
445 539 569

The average annual rate of growth of “‘he net fixed capital formation
£ P

in the industrial sector was 15 percent.

gector stéadily increased from a}ﬁ in 1901 to 404 in 1957,

/

4 Covers enterprises with ten or more persons engaged.

The share of the industry
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C. iotable projects in the Secend iive Year Plan
tetaile are presented of certain important

Irn the fcllowing, some
devel pment of mining, hydrocarbon

1

industrial progects aimire at the

and metal industries. Thia Lriel desoription lacludes the basic
H

cta o ae status ot implemcntation as

characteristica o thess prge
well ae the guinelines formulated in 11e 3tate's annual bud et within
the framework of the plar.

¥ N . . . . - - 7 N . Lo e
The Mirister of State [or Plamning by Decree e, j13 ci 4(/9/69

created a central proparatory Committee {or evaluatin, the second five

year plan arcd proparing the len., term plaa and the third rive year plan

for the development of tie sational anc aocial cocnom,
The same Jdecrse previded for the cstablishment i sectoral committees

for cach of the mag v secturs: acriculiure and 1rrioatioen, industry,

electricit,, hydrecartos., otc,  The committoos are concernod with the

evaluaticn of tne sec nd tive year plan arei the tormuiatior. of the

gecteral plac 1n both me tlum ana ahort terms withiv the framewerk of the
overall lone— to medium—term plans,
These commiticos wore - Lllged o aubmii the required reperts before

the evd of 19et.  Appraisal £+ Ahe pro, ress of woerl W vld be included in

-

the: follow—up Toperts

itrogen rirtiliscr Factory

\ . . . 2\ . . .
This tacter, i3 compescd I3 1) ammonla production unlty
2) mitric acto orowncrion ity oand, 3} calnitrce nroducticn unit.

The aeciad (ive yenr plan has alloted £.5 71,5 million for

i
the exceuticon of this project producticr i wwnected to besin
i 1970 with 2 productics cavacit, oL 150, 000 tons of amcnium

nitrats por coows. The pro gect has cacournterod la; s ani come

int the Mioistry o0 Cil,Elcetricity arnd

oo

across Cost overrul,

Industrial Projot Tmplementacion has rddertaken the necossarny
measurcs to vercome those difficultice. Thiec progect is expected
to ooatribute an income U about 19 million % .£. por annum, in
additior 1o Lts wmpact o tne agriculiural secibor in telus of

Jield increase.

o

T TP
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This prcject has been conceived with lue attention to its
relationship and integration with the petrcleum project and
irrigation and land reclamation projects.

Developing andt expanding the Homs relinery

The projeot aimn o1 luereas np the capacity o the present
refiner, ond waipyweio o0 Lo @l a vay, séoas te o wnable the
refiner, 1 ase the Dyrian il lagtend of the Karkouk petroleum
1hat e redroeoa, G oo creest. An amount of wok. (14 miliions
hag beon =l b4 ©or this progiont,

This pr e ct was otuiicd b, a frerch fime IFP, and designed
by a Czech expert . The orotrel of cxeculicn was cenfided 1o an
Italian firm UVAL PROIETIT.

The new wodts shedl start preduction at the end off 1904,
The project conpertes the il refimyg industry to the petlre-
chemical industry and aseonrss the aound fute ration botwecu
these two branches T, b oorevides enbstitutes for oxl
imprrt, raicoo o the osuibitbities ot Sl oprotucte xporte, and
expauds the cuwozcity ot wamoniuvm ratrat. prolductir,

wf

Interrat ol obroicum Lriomtiry
L e

Tno line with teoe oabestrialization strates, of the Second

Five Joar »le., a il ot v spoeriment has bewen cotablished in the
1] 3 }
sphere of petirlown indus r, . e megt impoertaant petroloum
: v

projects implemcrisa o th o Cond f1ve year plan are:

a. Peiroloan storaoo tanks: allecation 55 millions S.8.3

]

L. Prospectir , csploratory drilling:  allocytion 15-20
millions oo g

c. Developmert of peiroleum fieldss  total drilloed depth
vas estimate 2t about 100,000 m.y zllocation 101
miliicue S, 5 and,

d  Karatrhcok Gartsus pips 1ia¢ with avera. o ~apacity of
7 millioe tees 2 year. This pipe started transportation

€y

DR RN

Thus the ag, regate invesiments whioh have been alleted for the

o

[}
petrolewn pregects amount toe 20 millions S.4. and the national
income which will recult from thise pregects is about 150 million
a year from 1,00 i} proauciion will reach 5 million tons by
1970, The lono= and medium—term plan dor oil producticn aims at
producing, 1% million tuns 1n 1975, ana <0 million tons la 19430,
0il rescrves are sotimated to (1,500,0006) million of barrels.
Humber of producing wells 3C.
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Pouer

hief among the factors affecting the base of industrializa-—
tion is the devclopment of electricity. Before 1965, this
industry was charactorized by a multiplicit, of orcjucts and
companics. This resulted in a wagte ~1 pewer.  The dedlree Lc. a
of 1905 wstablish i o puvlic orpanizaticn toer clectricity which
was divided inte five main districts.

The cuer:, wWhich was cneratod i Oyrinoin 1007 was zbout

076 M. KWH

The indes number 157 1=1007 (1jyu—1ﬁ() fer lower preduction
showes a congstaal pace of increascd

RO AT Y S A SV (R A B /U
159 197 200 225 23 250 205

Production of ¢luctricity will risc to 12 MK by 1970,1/

The follcwine tarcete have heen got gnder the five ,ear plen
1966-703

a. Tollcow a unifind policy proviaing laric towms with
clectric power by, building a main netwerk linkin, these
towns; the mein zenerating center to be located in lloms
Yecause ol the cconemic advanta,cs peculiar o the siteg

P

Comparin, with thc crowth of clectiricity profuction ir indusirialized
and less industrialized couatries, the ratc of rowth of the Syrian
producticn for the poried 1,:1=1C70 15 net particularly impressive

however.
Index aumber
Trneustrialiazcd Less industrialized

countrius counitries Syria

1963 = 100 . 1903 = 160 1956 = 1CC
1961 e R 1.5 é%g)
1962 Y3 23 197 (Y9)
1563 100 100 204 §1oo)
1964 13 11, 225 (1¢4)

544 115 < 230 (120)

1666 124 140 25/ 2125)
1667 132 153 255 (129)




Ertend electricity to small tcwns anu villages; and,
Provide consumcr with adequate supply of clectric power,
most impertant prejects ore:

Main network and its generat e, units consisting of the
transmission line cornectine irmascus, Hois, Aleppo

having 2 voltage ¢’ 230 KV four main transformaticn
r‘.(-’:vﬁ.'r‘r-s, Aol theee stoam ‘o"".:‘.(:l"’,‘," 1

N . -~ 4
vbroab aad Loy

2) Projectes tor 1ighting tie Syrizmr covatryeide;

3) Projects for interual distribaticn of clectrie pewer; and,

4) Distributics prejects

The seccne five yeonr plan hac allocated to these drojects an
amount of 1545 millicn 5.8  and the incane which will result from
the crecution of thege projects 1s cstimated t0 15 million S.K.
DCr annun.

Roeling mill factory

This vroject is te meet bhe increasin need for iron rods
estimat - d at «bout 120,00C tens/ yoar The nreduction capacity of
the prejoct is 795,000 tong/ ear, which would inercase after two
years to roach 120,007 tong 1o 1971, The lar has allocated 24
LS8 dor the cxncowdtion »f tnie project, while the mual
naticual ineome whiich will rogult from 11 1o estimat.d at about
1C M.S K.

Te gupnort the dwmdustry of roliing mill, an intepratod stecl
processin comnler has roon formalnted and addod 1o the indus-—
trial »l-... This progect would eorcate & chain 0 cconemic
activitics irn the ficld of industrial devilooment.

As indicated earlicr, tho 1500=1070 plan has allocated a little over
1,00C million S.7. or 2C.4 percent o1 tctal invesiment to the industry,
miniry, a.d. cowr oooboro. 0 this, 00 million 3.5 has been allocatod
e the mining, hydrocarnens, lertilizors and motal preducts branches.
These projects will  incercasce the national industrial income during the

second five year pla: oy about 40C M. 5.8 . por annum.
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TLDUSTRIAL PLAITING AT PLAY TMPLEMEUTATICL

A. Tustitutional basis Cor tae tormulation and implementation

of induatrizl progectuy

Pricr to 4l recent smer o enoe o0 the new planning system, develop—

ment activities i the puilic seotor viere gievertaner. through extra— i
: P4 E

ordinar, bLuliet pro rammes.  TLose aclivities were modest i maegnitude

and compriged moestl; infrastructural progechs.

Barly in 195, the § rian ceverrment drew upon a proup of experts

from the LBRI, ‘o ctwly the countr, 'a econemic potentialities, The

proposals made ty this st Toup Were atilized later as a basis for

the extracrdinar, budi:t, which was known s the Seve. tear Programme

1955=01, promuleated by Law @0, 110, date S Jduly TEHU

Tn 1957, S,ria has concluded with the seviet Unicn an agreement for
? J >

technical and ecoremic assistance unuar which the Seviet Unicn undertook

te stud, and implemert a onumber of jeve lopment projects in the petroleum,

aciot e

minins and marvfaciuring o
Tv. 1550, the countryts fconomic and g :ial ~rPjectives to be pursued
for the ter years 1,60-19/C were {formulated Or, the basis of these

objectives, the first five jear plan was ~stablished.

1. Tnstituticoal oet—up

Until a fow years ., Syria lacked an ef'Tective machinery for
industirial development Law no 210 dated December 195 was amended by
Presidential Deerec Lo. 503 of 11 June 1907%,whick established the Ministry of
Industry tc deal with mattiers relating tc industry, and mineral resources
of the countr;.

The establishment of this Ministry was followed by the institution
of a aumber of public bodics constitutingg leral crtities and enjoylng
administrative indepenaence, which were ‘o undertake serious development
work with flexibility, and vigour, awnt te achieve their aims independently

of the rovermnment routine.
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The first entity to be established was the Public Fetroleum

Authority, created in accordance with Decree lic, 113 of Nevember 1901.

The Public Authority for the Exconticn «f Industrial Prcjects

was established by Legislative Levree Mo, 15 of 4 December 1661,

The Public Organization for Electricity was established by

Legislative Decres Vol 0 of ovember 1505,

The Geueral Aulhorit, for the Public Industrial Sector was created
by Lepgislative cecree No, 34 of May 1965, Measures are then being taken
to replace these puadic crganizaticns by sencral companies.  Thus, the
General Petroleum Comnany shall replace the Public Petroleum Authority,
and shuall be attached te the Minister of Cil, Electricit, and Industrial
Project Implemestation.  The Syrian Cabinel has approved this proposal.
This instituticnal change aims at supportirg, thise neu entitics and
endowiry. thon with the flixibilit, nccessar, to achicve their opjectives
inde¢peondent i, of zovermment routines.  The establishment of these new
rempanies, whilch was bascod or the aetual expericnce ¢aincd thereto, has
proved te b a successtful step towards the improvement of the basic

machiner, for irdustrial Jdeveiopment admivdstration

a The “eneral Crescizatl o t0r Todastrial Progect Study and
En, inecring Dogaon

Conscious of the reed for arn organization able t5 develop and
formulate irdnstrial prejects, the S/rian Government, by Decree No. 255
of 21,190,197 ), createt the "Jen ral "rowdizatior for Traastrial Project
Study and Engirecring Desigr”. The task ot this organizatior is to make
"teasibility studieg” on the technical an! economio aspects of projucts
and suggest their inclasinsr. ir the iviastrial plan,  The Organization
will study and design projects wher they are approved by the authorities

concerned and included in the plar,
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The Jrgarization shall be responsible for studying specially the

following projects:
a) electricity developmert projects;
L) 01l develrpment projectsy and,
c) other inlustrial prejects

tion may have recourse to services of

L T O 1 g .
When netasinry, the O

Sy e
WLl al

foreign experts and !lcensing wereement with foroigrn owners. It may act
P ;

in the capacity of a congulting firm on the i-gustrial affairs. The

creation of this organization may theig D oconalared Aas o Vely serious

attempt at resolving the protlem of irdustrinl atndies ol project

evaluation. It is z bureau for projoct Coincoring stuales and design

and it shall prepare reports and clher stulivs necesuar, tfor the Ministry

of Planning to work ~ut the industrial Gnvestme ot plar o0 the eourdry,

which includes the apprepriations required for the implementation of

industrial projrcts ard the objectiver tn L+ nchieved bty them in torms

of income and emplojment ffects,

b. Mivistr, ~f Industiry

The functiors - f this ministry are broadly defined as follows:

ard raise the stanaard of the diftferent

a) to supervioce
{yoreased nroductivity, improvement ir.

industrice throush
quality ared Lower ooots AT productiorng

b) to carr, it 41l wetterariating to mining indusirys

c) te guide inamstries vitii the framework of the industrial
er

developmernt proramme” thrcy b leglsiation, couragement,
protection and ~thor mennss
d) to collect statistice oo ‘ndustrial ostablishmerts,
industrial prodwetice, o o 0§
e) to concern itself with matters re L~ting to supvorting the
industr,, such as frrmulating industrial voeaticnal train-
1ng prosrammes Lo
the holdice of internatinnne falrs, . .3

faoulvg brochoires an. parfl"xpating in

f) te orcanize cuio supcrvise chambers Sf industr,; after the
gocisnlist measupes providirng for the rutirralization ~f the
main sourcec - © protuctior v Syria, the Goreral Aathority
for the s reinctrial Leeter wap catnidished (1965) 1o
deal with wil mateo s rolatins to e raticnclized industries.
As a resaait, th Mirdotrs ot Tadustr, wdas Iv rraniael in iine
with the new “haw~ o ol now orvernmert pland n thi gecior.
The maiin stepg oo this Ticla were T orente the soeeific

industrial sroun "waiions', namelys



In/ve 65
Page 21

(i) Union of textile industry;
(ii) Union of chemical and engineering industries; and,
(iii) Union of food industries.

g) dividing the putiic industrial sector int.. three unions
aimed at corrdinating the «ifferent btranches f this
sector, asccelerctiing 1ts vevelopment el rationalizing
methoas o cperating and improvin irdustries in the
pubhlic sector.
All these measures are to simplify the nrganizational and procedural
problems which might Trustrate the best irtentiens of individual develop—

ment instituticnes.

The distributicn of the public industrial scctor regponsibility
between the three above—mentioned uninns resclved the problem relating to
the degree of responsibility thesc institutions assume for project

development.

c. Other instituticns involved in projoct formulation

The continunous expansior of il and electricity industries led to

the creation ot the Ministry of 0il, Electricity mu Industrial Project

Implementation.  Thio: newly established ministry 1s vestod with respon-

sibilities relating v cperating industricos concermed with 1l and
electricity or the one hand =mnd to formulat ine and implemerding all
industrial projocts of the public sector, or the cther hona, The formu-
lation ant devolepment of most industrial projects in Syria were being
contracted *o farcipn e e itant Cieee, Tatil a few menthe age, Syria
lacked such tcchnical burcau. The ereation of the "Organization for
Industrial Proj-ct Stuly and Engineering Desigm" |, ag menticned above,
corstitutes the firgl siep leadi . to the developnont of ureject evalu-

ation technique, -~ secureg l1ikage and ceoperation with the lanning

authoritics cuncerncd with ¢valuating ard determinineg the industrial

prajects to be implemented under the development plan.
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Among other irstituticn, involved in project formulation, the

State Planriwn; Crganization, cre~ted by Legislative Decree No. 36 of

2.7.1977, iwig o ver, i roamt role, The Industry, Power and Fuel

Plarming ire ot oty roatod by Deerce Heo 130 oF 7.9.19653 issued by

the Mirist e ~f Stote {r Dlanninge, hae the functicn of studving,

evaluating, =n¢ & fivine evelopment projicts. It hes to formulate
the oreduct oo, <bpoctivee, »otimate orcject coste and suggest fund
allocation ameny wifiorent voenomic sectors 1t should detormine
industrisl projects to e wumnlementod inooach periodical stage of the
devclopment plar.  The dircctor-te of lomg=torn planning in the State
Plannirg, Oreanizati-n hro o special dorartmert ooncermcou with the
sludying of vital prejec s Iror The tochnical ang economic points of
view and with the proparation and evaluatior of preject roports in
collaboraticn with rther scotoral directeraty.

The State Plonning Orgmizaticor has alse to sunarvisc the process
of perparing the industrial 1., .voluate and aetermine industrial
prejects to be implementoa i coch stame of the industrial plan, and

suggest Mt alloration amens aifivrent indastrisl tranches,

The highest planning autherit in Syria 1 the "Supreme Planning

Board" croated oy legicletive Decroo Doy 2 of 040000 This Supreme

Planning 7oo2rd roplacod the "Supreme Plamning Council" whieh hud been
created by Legiclative Decrec T, U7 of 3.[.19035.  This board ic hi.adcd
by the Prime Mirister andg composcoa of the Deputy Prime Minister and 13
Miristcrs, the doverrer of the “ontral Dank, ihe Dircer r of the Cuitral
Burcau f Statistics, nd the ansistants of the Minister of Utate for

Planning.

Under the sccona tive-Year Plan, 1666-70, the Miristry of Plamning,

ir. accordarice with the guiding figures approved Yy the Suprane Planning
Council, cronted Preparater; Committoees for roespective natienal economic
sectorss  industry, irrigotion, c¢teo., which were 10 participate in the

preparation of long=term uwd annual plors of tue national cconomy.
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Each committce is to be established by a decrec issucd by the
minister concerned, subject t: the approval of the Ministry of Planning.
Each committee is headed by the Sceretary—Cencral f the ministry whosu
field 1ios the clescst to thie rolevart coeter.  Meetings are attended
by a member desiematod by the Mirds.er of Planning to represent the
miaistry and by one ~r mcre members reresentine the private scetor.

Thuse comritteo:: are crneerned with the formulation »f overall long—-
and mediwr-*orm pinns, 18 well as arnual plans, 2nd with the collection
of data and the preparation f studies, within the fromework of the sccond

Five-Year Plan, in both #lebal and scetoral torms.
?

For the purpese of preparati on of the thirt Five-Ycar Plun 1971 75,
Decree lic., 132 <t 27.9.99 isvucd 1, the Minister of State for Planning,
in acccrdance with the nrovisi ns <f Legielotive Decree Ho, 36 of

2.7.1968, crented = Ciptral Preparatery Committee v evaluating the

Secord Five=Yenr Flou, and proparing o new lomg=torem plan and the Third
Five-Yecar Plan. This e umotter 10 hended by the Minister of State for
Planning =nd compescd of the ageigtart t the Vinister of St-to, the
Governor of the Contrsi Lank, members reprosentin, the ministricsg
financc, lctfence, the dircetor o lorng~to rm planning in the State
Planning Organizaticr, cond merbor rooresoenting the Arab Socialist Baath
party, members roepresonting the Executive Burcnw of Trade Unions, and

Union ~f Farmers.

The same Decres (Nc, 134) provided Jor the establishment of the
Industrial Sceter Committe o and divided it into the following sub~
comittees:

a) Committec for industrial union projects;

b) Committoc for industrial projectss

c) Committec for clectricity; and,

d) Committce for cil.
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2. Main functicns

¢t the varioug industri~l ;i.nning institotions

2)

b)

d)

In

a)

the projects tr b implemert

a. Preparation of the industrial o Llan
Decree Mo, 140 o rorred Lo nhioVey, f fines the functivns te be
exercised by the emmait! e pgetrio 2 Dot o followes

evalunting the oohio e ats ol +h = oovey Five—Year Plar
gspucinlly i wtl thel cows T iip o1 rensization, project

implome ot oy Tevenie Cabiretion, -oxtersnl oredat

facilitions tilicntiens

and. Ttk e ocamp ket conomie el 2012l survey f the
industri«i soctor, ol congemientl, 1nvestigate the sources
of ditriealtics, cxplaln their causes, and propose the

musne of cvercomiug them oo o3

defining the Lone=temn puerspectives ~f the industrial

scetory and,

determiniyg, the framcwork and the seacral targets for the

third Five—ivar Plau 19711975,

additi 1 to thuse functicns, Neerwo Ho. 132 of 27.9.69 divided

1 inte twe cateeories:

trapted bofor. the Third Five=Year Plarn neriod

projucts © i
ursuid turing the period

and whose rmplomentatiorn o boy
1971-1974 . Por these o1 jocte, the Commitiec has to

det Tmire lrv. otoent volume te comp Lot +h m, the number

of wepkers roe b Por Amplomentation arcd ©pernting steps,
revenues thi toonn i aqvires in foreign currencies,

inerease i1 proouction value, otey and,

pnew T rojects oo b ineluld i the industri-l plan taking

into consideration the Dollowing:

venlisu,

orcjectys nocessary tooimpTuve the cceonomy of

exigting orojucts nd imoionmented progootsg

2) projects nocessary toothe cxuioitation ~f natural
TESOUTCUS

3) rrejects which wonld provide substitutes for imported

govds anit riisce the sessibilitics 1 export;

4) projecte which would develeo; production techniquos
and medern techne logyy and,

projects mecting varicus strategical considerations.




1D/ 5576
Pagc: 2‘3

The Industrial Committce hnas to classify propeosed projects in two
groups: projects ~f first yricrity, and prcjects of sccond pricrity,
and to courdinat: propos.d prejects to form an integratod prooramme
with unificd targcets. 7t has ‘o dictribute | rojects over Mchafazats
and to define productisn and consum; tion targets, oxport, import,

training and <msloyment in the gector,
> i

The cbeve daseritod steps practicall; enoounters a number of
obstacles, such wo lack of dsta, scarcity of technicians and uncomplete
vechnical kniowledge of proicets uanuer discusciorn.  The industrizl
committee under the sccond Five-Year Plan was facced with many problems

- 1 - . . B M P e | -
I“.‘l:}‘t'r’g o +h AP & r SIONG TOQuilre 101

ERISSAN SO thowse pregocis wnich haid been
included in the ;Il-n and for which 2 oufficient tochrical and cconcmical
study was not jet available., The comritteo has te o rdinate the
implementaticy precrcamme  f its dafferent unitse  the moet sigmificant
obstacles relatine to the preparatior.  § industrial plan contre around
the extent <t responsitility which the varicus instituticons =re to

assume for preject development; and the balance to be kept between cost—

conscinusness and devoloument oricntation,

(1) Links with »ther agyects of programming

In accordance with guiding instructions unid figures related to

the plans, the Central Preparatory Committee stulies the relationships of

industrial nlans with other aspeets f (o cramming, examines the precess
of preparine scoteral and locaticna” plons wnd ¢ ordinetes the plans of
the didferent vrganizat.iocos.  Based oo the report f the committee iy

these matters, the State Planning Organization studies the expenditure

and the rovenues of development budget tor c=ch fiseal year, and fixes
the amourts in accordance with the estimate of the general plan, All
authorities concerncd with industrial lan should fermulate a pre gramme
for cxecuting thesc .rojcects during the fiscnal ycar or the basis of their
nllocation; then these programmes should be sent to beth the Ministry of

i lanning nnd the Ministry of Finance.
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The main difficulty in the development budget under the sccond

Five-Year Plan wos bt divide the ggregnte 111 cnti i for ¢nch vunn
jtem intc subt—itoms thot it the roquireraents U tho ros votive Ministrices

concerncd. This roquires o o rregoondirg s Chioviention ot the government

rcuting, in which =ec o toarte e 1 by cu impeertart rols

(11) Al ooy vo-riteris “ tner torms [ comlrebonsive nnalgsis

A licheetrisd e gucts

paring e reparatior o0 the industrial

The m it oTit TL. 01

plan and th  Gerden b, U1 Lotuptriol  oro,octe ore e Dollewss
1) A drobectric ! L ogcet is ocvalunted o the contoxt of the
S othe cCormy, trel ol Tac irght ¢ tae

devele sme ot ncendn .
strategy r dndotricl vl oment shich, £ rmalates the
industril crioeitie s v oo piven seriod;

2) These .ri-riti - omboched 1o th stratosy Sor loduatrinl

development o e the Pnduetris 1o oseot ral rogranmoss

3) Ir ccllib ratior with v winietrice o v rned, the Industri=l
Seetor Crmmittes sbdics oroposcd propocets from the marketing
seirt o view, withodw o cttontiont the oxmvmion of internsd

market cwnd the =restion 0 myepels Aana derant which add dynamism

te iradastrinl Acvelemerts

4) Each industri-i 1 ot 1 cxamirned ioore lnty oo to rther prede ots
in the iii.strisl sootor and the vor 1 develepmet  regramme.

This =rt ey ie ¢ ooerned wWith 1L intoermal consistency of
the sootoral Ly

5) Broad corctornl targots ar translated inte specitic projects, g
The cvalu-ti-r f ropes d industrial orcjects 1onis t thu |
modifieatior o goctorsl prorroaames, .

Docree Moo 130 ot 20 Doty et Legislative Decerow W0, “5oof
2.7.1904, referred to carloer, dcfine ia d.tail 1the w rking programme of

the Industri~l Scot r Committec in regnrd 10 the classificaticon of indus—

trial rogects, aw the Uormulationoof orioritics for the Dl period.

Deerce 04 and o1y, of 16.12.1967 and 17.1001%0, Tespuctively
issucd by the Minister of Plinnin, ana tlo Mindster T Financ., created the
gsectoral committoes for the projoot study nnd preperation for the 1967 and

196~ annual Hlan,

:
3
E
i
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The Industrial Sector Committee has encountered a number of cases
where the inadequacy of project preparatior. proves to be the major
stumbling bloex. The following 4itficulties have most frequentl, been

pointed out:

1) Lack c¢f alequate an! reliacle data concernin, -ommercial
and natiornal economic pretitabilit,, availability of
technical know-how, inter-industirial effrcets and flnancial
reeds, prjects in the minirg acd industr, aectcr and some
pregectz in the putlic irndustrial se tor sufter ver, ~ften
ingufticiencies ir this respect,

2) Mos®t (f the ministries and ~ther .riuatrial development
mmstitutions ter o confine their activit, to the evaluation
ard smrplemerntat i v ot nrcaccte rather thar +h- oroparation of
projects.  (The e, igiative [erree rumber oofh of 21,10,1% 4
creatin the ‘r oanizaticr tor Todustrial Project Study and
Ery 1neerin; deaiin loea rod provide details in this matter).
Ancther {nstitat Loral aspect 18 the corpesiticn f "evaluation”
gect 1oy Thie ancetioa 1o ~arree{ oabt o, accountants in some
progects arct oni, . Sty wneers i sther progectsg

.

1) Linka, e 1o tn are 1.0t iver prope r consoderation 1rn the
prop’ se ! pro jects wabmitted 4 the committes, althou, b the
latter propose !t utilization 7 material btalance and input-
output meth e b0 wterrire these 1= ts,  The tertillzer
Proges tiay the ue etal le dr, i pr ect, the Pine Jarn progect,
oil v power e gects ceeded ver, muchoar arai.asis f their
Tivka, o vt leeta;

4) Assessment U the merits 0 a progect i comparla.on e other
comparable aitvrratives s ot sul'tielentl, nalertarer,
"Compesite criteria’ o ovaluatin, similar compelin pregects
are not well deveiperd This protlem ariges U0 czampie 1o
evaluatin, ar.i commaric ditteront kinds U tertiilzer prejects—
"eompetitive progects satist, i, the same e remernta’,

5) Poor infrrmatics. relat— 1t the prooticty o phase f the progect,
This provlem .5 nredoeminant 1 'L man rotredustrial pre eots,

(iii) Congistency fetweer She various deveoopmornl bgectives

The article [ 4) of Le;isiative ecreo h. 'Y of 00 JtGt stipulatesr

that the Supreme Planning voard shaiis:

a) determine the erneral framou rk;

b) discuss arsd aporove the , uiting Uigures for the preparation
of lor;—term, medlum-term act annual plars . . . and,

c) take th. necsssar, measurss or the coordinaticn of the
different parts ~f the plan, and endeavour to previde balance
in the overall plar.
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The article (3) of Legislative Decree Ne. 86 of 2.7.1963 provides

that the State Orgorizaticn £or Plonning "supervises the process of
i ¥

oreparing soct.orol sl oot ol il ‘wid the plans o f different

ministrics ~ni creraascty s’

Decper M.t 00 0 e diagucd by the Ministor  f State for

Planning defines the procodure awd assirms to the o ritral Pre, naratory
Committe: the Toilc of studyimgy ~ni cocrdinating the work of sectoral
committees which are desigmated to "coordinate v ooosed srejects 1n an
integrated rogrumae bascd on o oomp rehensive W rking mothed having

inter—lirdcea arts and unified tareota’,

Eorlior, L isl-tive Dveree o0 07 of 3,7.19563, created the
) ]

Supreme Plenning uncii, suparvisen "the tormulatics f the genoral

cconomic rnd s oicl o devero oant plang oo, . ond st icd projects and
. t 3

i

other matters voloting ¢ the 1w,

i

The Ministry 1 Piaaing in aceerdance with the provisions of Law

No. 1227 of 190, and Law Y. U4 «f 1957 amercied b, Law Mo, 1206 «f 1959,

undericok the "rormuiation 0 comprenensive long=term plans embodying
defined mry v targnts o . .5 distributicn of the programmes and . rejects
whose implement F1oa will take » Acfinite number ot yoars Sver the

Aifferort stoyes o the | Ian',

T Tndustric]l Scetor Committe orenatod vy Deerce Moo 10 of
19.9.1963 issucd by the Suyreme Plonning Courcil was concerned withs
"the formulati.v o f verall ©ono oar lomecium=torm | lans, and with the

colluction «f dat- and the | rmonration of studdes". 4 ¢ ordinating

committoe was creatod hy the sqme deerce and ite funetion crngisted of
ctudying and o crdinating scotiral rep rts within the himits defined by

the Suyremc Planning Council".
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As a result f the werlk of the scet. vl committees ~nd the
coordinating committeo, the cneral tnrects f the  lan have buen
definced in such = we, 28 to onsure the sirea thoning f tie country's
industrial brose and doubling neti vl inceome withis ton Jears. The
main tosk of the }E}?ﬁg@ﬂL-}Ligiﬁg:Ei;'ru;xrdidL the torwts ~f the plan
ig laid dewn as folliws:

1) Fermulnati v o f fiyures 1 velues wusl sizes, and trends and
rilationski, o thet ahvuls dorineto 21l aspects of sccict,,
and thot constitute the peacrenl froancwork of the plang

2) Structuria o f the lan in turms o f 3.cific

) o jucts to be
incluaedy ud,

IS

3) Permulation o f ;o licies, monsures uil roouletions which
¢ngurs mibilisation 0 regources in o rder to oxecute the
o jerts wnd rendize the torgots.
On the basc «f the freamew v rfiyures, more detailed and precise
instructirnsg wore siven o the Leeal st seetoral committoes.  The

repcrts cstoblishod by the Loenl committecs wore submitted to the

s o 8 o— > m

seoternl committecs throngh the Ministr, 1 Plarsine £r their consider-

aticn in the formulation f the sccterad (loans and the overall  olon,

3

The Commitioe  f Industry, =s 2 seoternl committoo, submitted A

detniled reovrt o Lvejoets in the inaustrisd secter. The repert
examines various o ocoitic investiment pre jects and orogrammes 1o terms cfs
a) cortributicn 4. wnticownl inecmeg

b) finoneinl noeds f the 1 jeets ik both loeal and foreign
CUrrenci. o

¢) cormimic vinhiiit,
d) fercigm cxehrayy sawings; and

N

e) contributirn t¢ emplogment ~nd maturation pericd of the oreject.

Duc. to inndequic,; - f some basic datn, the harmonization of the
develepment « bjeetives of different industrinl  bronches wns net quite
accomylished,  The same con be snid abeut the consistoency between the
requirements and the availabilities of cach branch of the industrial

scctor.
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In the Committec report, proejects and programmes were further
clagsificd int the fo1llewing cntegeries, depending on their contractual
status:

1) Projecte contracted but not imlemented;

2) Prcjucts coutrnciod nnd ~iready being implemented;

3) Projocts under censideration and .x,ected to be contracted; and,

4) Yew ,rjucts,

This clzssificnti.n is utilizad in connexicn with th. allocation
of the limited availnble Financinl rescurces s cetimntod by 2 competont

special commitioc,

As ~ rosult f the stud, conduct.d by, the Industrizl Scetor Committe
regardir. com lemoentarity ond compoetition ameny e sed ,rojects, soume
srojects were deloton and thers ~dded.,  This stuly has Ted te the estab-
lishment  scet.oral roerimmes including progects which have been eval-
wated net oin isoioticon, tut taking into account their cemplex relation—
shi, with the rest  f the co nomg. In the light  f specific jroject

studics ~rd crmsistoncics botuweor thoir 2bicetives, the framework

figurcs were ro—cxamined i r wmeadmont,

b, Sceotoral lanning,

— . — - e

The stoog w. howve deseribed nbove lond b the fermulation cf

the slan for the industricl scctor. The scct. ral Slanning denls with
morc com, lex cconomic unite thorn "projoects™, utilizing averae technologi
comcfficientes il oontrinive cnly - fou altorpatives. The main steages

of secteral lanning are listoed bolows:

5

1) Defining the coneral taorsets in the light « £ the cutcome of
anslyticnl studivs of the whole Syrion coonemg

2) Formulaticorn o f the general framework [iiures;

3} Txaminstior of the ropert formulated by the Committee <f the
Industry Secter o the basie f the discussi ns with competent
minietrics and o ther institutions i the repe s ot local
committe oy iy

4) Studying f the roport by the coordinating cimmitteces, and the
high nuthiritice <7 planning. This study shculd contain mainly
the followiyg clements:
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(n) prevnration of a scetoral plan supported by o comprchensive
survey and annlysis of the technical and ¢conomic inter—
relatione nnd main ccvelepment trondsg

(b) fereeastin: the oxiected deve l pmont in the scetor of
industry;

(c) vlanning ot the roeguircan rts—wailabilitics balance;y nnd,

(d) determicing - £ the most reticnal allecation and use o f
ros o urc. s, With this cincluding hinsc § 3cetoreal
lwmning, the m st imsortant w rk is the wvolduntion of

e jectes o the aclocti oo f orejocts to be carreicd cut.

The utiliz ti rn £ the bolane mothe as (comionring the forcsenble
congumotion t the ©oron ~Ylo ,roduction) sooures the oonsistoacy in the
industrial scetor. Duringe the Sceomd Five=Yoeor preparation poeried, such
study wis n t fully carricd ut vecnuse f inndequacy - £ odata cxeept for
the cleetricity scet. v whore o ¢ mdete tochinienl and ceconemie study was

conduct. 4 bty o French erom; any (SOFROLEC) .

In the fu it st r, this pr blem was n t raiscd and the main target

was to formulate o intogratod potroleum industry development programmc.

Ir. the Tndustrinl scetir, many coofficiints cstablishing the
relotions boetwoen cnpitnl and increasing income, and botween cipatal and
employment, wore not accurate,  The combinati rn o f theso coefficionts

ften Ivd t wrornge conclusiong,

Imtil ~ tew yoars age, Syria had lacked a suitable department for the
sreparation ot ccunemienl balances which are fundamentnal §r the compre—

hensive [lanning.

Beeree Mo, 130 of 7.%9.1960, issucd by the Minigter  State for
Planning, in accordance with the pr visions ot Logiclative Deeron Neo 86
£ 2.7.100%, cronted various depnrtments £ drawing 1w ceonemical
kFalances.,  The functi n o f those dooartments i to 0 rmulate, nssemble,

sreoaration f the Third Five=Year

i cocrdinate varisus balamees. The
Plan, bosed nothe oxpericnec gained trom the Scoond Pivesvenr Plor, will
moke use o f these balanes,  This fondenc, is stiuloted in Doerce Moo 132
£ 27.9.69 which has created the coentril prewarst ry ¢ mmittoo anid the
various scetoral committees © T the ovaluntion of the Sce nd Five-Tear

Plan and the preparation of the Third Five=Year Plan (1970-1975) .
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¢. Planning at the prcject level

Thic =t .~ is m.t when the Cummittee of Industry gsector
wndertakes its study o the .1 ject reperts submitted by cempetent
irgtituticns: Ministry .t Iraustry, Petroleum Authority, Autherity for
the Exccuti-r. £ Industriel Pr joctys, oto. Alse, the cocrdinating
committes and the Ligh -wthorities of plamning engage in o1 ject olanning
when they investigato ant stwiy the ossibilitics (tuchnical and <conomic)

leading t the incrense of pruducticn f cleetricity, fucl, otc.

Obviouely mrre than tne o oesibiiit, carn be ropusedy or g.mctimes
4 combination or difforont cossibilitive.,  There are Lgpcrtant choices to
be made ccncerning the licatioyn, conetruction pericd, ste. of ¢ach pro-
popal. All these [oasiblitics nre compared to find cut the mest
efficicnt. In this ros oct, lanning 2t the preject level is on indis-
nensuble Lart of the | lanning process.  This part  F plannin. assures the
officiency «f lan whil' consistuncy is provided by establishing cquilib-

rium betweon production and o rsumjtion.

This stage relicd very much on the preparaticon and evaluatica of
projects including the asscssment of dircet and indircet offects, vackward
linkage (changes in ingnts) and forwvard linka,.- (chonges in cutput) of

various /iven pre jects,

In the orntext o f o comprohensive planring, the measurement and
estimation - f these offects in relaticn to the preducticon and consumption
olan require a considerable o mpututicnal @ rk. If th. t.chnvlogical
coefficients are knowr, the t.tzl cutput of ar inwividual branch can be
comyutud with the hel, f the inverse matrix o the cocfticionts with any
given finnl consum ti . Under the Seeond Fivo-ienr Plan and at the
lev ' of 1o j et olanaing, this mothod was net oap lied. The oroblem of
comyaring the otficicncy of the development £ =ach branch o1 the
industry was nt ot scricusly considorcd, The majority - f JTC jects
were contracted ~nd atarted during the Pirst Five-Year Plan when only

their dircct «ffects had been studied.
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Tc meet the country's necd to fermulate a secteral plan consistent
and c¢fficicent, bascd on scundly established and evaluated or jects,
Legislative Decree Noo 255 of 21.10.69 h~s created the Organization for
Industrial Project Study and Enginceering Do=ign which would evaluate
industrial projects and uwindertake their foeasibility, studics.,  The werk
cf the centrol znd sceteral committiees in charge - f oreparing the Third
Plan, would be m re ratirnal and bottor cogaijpped when mdequate data on

projects boeome available from this Organization.

3. Institutional ¢.. craticn -nd division «f labour

The prevarction of the (lan of industry requires a chain of werk
at varicus levels, Cooocration and o 1lab ration botween varicus
instituti.ns are very much nceded.,  The mannoer in which the skills of
cconomiots, cngincero, wd accountonts care mobilized Uorocvalunting
indiviaual o jects ane intogreting them in the 0rm o f - brronch programme
can be vital 1 the plon Hreparation. Froquently the most significant
cbetacle to the industrinl (1o &rmulati. n is related 60 the dogree of
respoasibility, thnt the different institutiong wesume 0 r or Jeet develep—
ment, covaluati o, implomentati v oond to 1 low-up. The 1ienl, sectoral and
centrel "ooordintting” committocs, formedd for the projparation  t the

Sveend Five-Yoar Plorn were ipdoeed to s~tisly this requiremant.

Industrial v jicts were frrmul-ted nt the lovel ot cxecutive
ministrics and ~rganisntions cone rmoed with viricus branches o f industry.
Very im, rtant v joects were  rooesc? by the high planning nutheritices,
but the t o nsibility studics -nd the «voalustion of theso [ Jects camo

1o aad hoed cven been

later whon the v jecets had boeon includod 1o th
contractced t - £ orei¢gr firms.  This results in the Pack f tochnict]l and
cconomical datn whercby the censistency nnd officicncy f thesc pre jects

are to be examined ot the level of sectoral lanning.
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a., Committcces

Undcr the Seeend Five-Year Plan, four ccmmittces were invelved
in the prcecess of industrinl lanning:

(a) Lical ommittoc: the functirn of this committeo is to study
The hum.r  na moterinl reg urces awvail<ble in the MOHAFAZAT
and rec mment viakle cornemic and social prejccts;

(b) Suct ral Committoos the roperts of the local committee arc
submitt. 1 f}3:73j7-1h« Ministr.  Planning to this committee
and the lottoer studics them in oornexi on with the formulation
Aof sect rel lun, This committe is ompowered to fomn sub-
committoes t0 ctudy matters thot connet to handled by the main
cummitte., mich o3 development progremmes for oil, mining and
manuf-cturin, branchos,  The Ministry of Finonce is represented

in this committor by meore Uoae e ety

(¢) Committee £ 1 Reverne. bstimetion: 1t should undertake the
Cotimati n [ the rovenucs  © the public scet'r which cculd be
mobilized o filuancing tiac investment lan, On tho base of
this stul, the hish lanning auth rity makes ~llcentions for
the vari as ¢ nomic scetrs; and,

(d) Cocrdinating Committocs 1t 15 respomsitie Oor studying the
rco.rts «f eoctorel oommittecs, supervising: the orecess f
oreparing scet ol oaand loestionsl | lone ond the plans oo fF the
different ministrios and -rEanizatione, and formulating the
irvestment pelicy tokine inte conmsideration the structural
charact. riastics 1 the nedi nol cuinomy.

Thc stracturc § ‘hese ~ mmivt.os and, ospccially the sectoral
committic, moots the neod for comuined skills o f ceonomists, cnginecrs

and accccuntante.

The so~tersl committee has hac t deal with many problems concerning
myrojects nct adequatcly preparcd”. The committec hed to first sick the
technical nd cornomie dat nccessary v the eveluation f these projects

and the assessment «f their offects - n the vhole wc numy.

Duc to the situati n «f th. rovenue, thoe members represonting the
Financc Ministry tend t- give pricrity i+ the projects cnjeying credit
facilitics and t. th. implimentation mcthods ensuring credit facilities,

rcgardless o f other cconemic facters.
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The main rbstrocle facirz the scetoral committec is the incomplete
presentation of [rojects and the searcity of sup urting technicol and
cconomic rofercnce d-~ta.  This used t¢o be 2attributable 1. the incfficicney
~f th¢ planming units cst~tlished ir coch ministry and jublic department,
which ar: su, scd t ¢ lleet technical datn and statistics and study

the progress achicved by develrpment Jrojocts.

N-w, the re rganigaticn £ the Ministry . f Planning and the creation

of the Statc Plonning Organization (by Le,islative Decre liow 56 o f

2.7.196F) define the new steps in the Slanning preccss: The state planning
organization i1s a technical organ of the Supreme Planning Board (created
by Legislative Tecree No. %1 of A.7.1009) . Decree 1o, 132 of 27.4.1969
has estatlished new committees similar to these created by the 19¢ 3% decree,
The new commiitees ares

1) Central Preparatcr; Zommittee headed by the Minister of State
for Planning;

2) Sect ral Committecss and,

) Mohafazat committees,

Their mair turcetions and responsibilities were already described in
the section dealing with the "technical work of the institutions in the

planring process" in this paper.

“., Rolc of Ministry i [lanning/State Plannirg Organization

The Miaistry of Planring plays ar increasing role in the country's
development planning. [t serves as lirk vetwesn higher pulitical authori-
ties such as the Supreme Plavuir Doard and the Council of Ministers on the
~ne hand, and exccuitive minisgtries ouch as pulblic departments or. the other.
It was created by Law S 194 o 1050 recrganized Ly Law 1o, 120 »f May
1959, and tinall, transformed 1nto 2 "Stoie Planning: Qrganization” by
Leyrislative ecree Vo, 7 of 207,190 o The last reorcanization meets the
country's need for an authority vested with broad responsibilities and coping

with the development requirements and socialist measures for the country.
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The sequence of planning steps envisaged within the purview of the
State Planning Jrganization ranges from project formulation to plan
preparatinr., As regard to the industrial sectoer plan, the new crgani-
zation exer:zises these functions as stipulated in the article (3) of its
legislative dec~ree, rnamelys
N
J

(1) study ard analyse economic and sccial conditions, and

idertif, the possitilities of growth in the sector of
industr) ;

(2) prepare the framewsrk both global and sectnralj

2
(3) prepare the ,milting insiructions and figures related .
tc the industrial plang

4) gupervise the prroess of preparing sectoral and
I p 3

1ncational plans;
r

LICR Y
L )

.
o8 0 1

AN

(9) eval.e~. and Joteriine the orciotts vl Tooampliminted

in each stage of the development plan and suggest
their allocation amcng the different economic sectors.

The sectoral committoes serve as o iink 'rtweer this Organization
and other ministries and »xecutive ingtitutions.,  The creation of the
consolidat:d bulset ireluding the ppropriations of the irvestment plan
and the participatiorn. - the vinanes Ministry in ostimating the revenues
form the impertant phase »f imstitutioral oollaboratiorn.  The Finance
Ministry mak.s -{forts tco warrant -quilibrine between revenucs and

investment plans.

As industrial sastor.l programmes are termalated or the basis of
industrial priorities, the evaluation »f irdustrial proje-t is an
esserntial part of the plannirg proceseg, [f irdustrial planning ig to
achieve its ¢nal, a suitable organization must oxist te feal with
industrial preoject evaluatier, As merntioned -ariler, the Gencral Organi-—
zation feor Industrial Progsct Study arnd Engineering Iesigr has recently
been created. HNow, with the assistance ~f this 2ricaizatiorn, the Indus—

trial Sector Committee carn assese the technicar. characteristics of

various projects and eveluate their direct ard indirest offects,
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The Central Prepars*ory Committee possesses all the data recessary

to undertake the study; of the cnnsistency and efficiency of sectoral plans.

Before endine this chapter, mention may be made of some »f the

measures talkern by the Ministry ~f P.anring

durirng the formulatior. of the
Second Fivre~Year Plan:

(1) The Cenrdinatirg Committes dil not includs an iron orc
exploitaticr. project 1r. the rorthern part ot the countr, in
the industrial plan. The reasor was insufficient technical
informaticr, concerning the metallurgicnd process; henee lack
of wdequate cvnluntion of the pregject, ane lack ot surficient
Tinarcinl rescarcess

(2) The bove —moerntionea committes did not include 2 paper factory
project i the inaustrial plan.  Tho reasons were:  the narrow-
riess of leoal markety luock of feasitbilit, stuly; lack of
coordiratl o with the a;ricuitural sectors estatlishment of
this iniastr, <t the Lovel of the Arab courtries: and, lack
of sufficicvt firmncic D ™osoureos;

(3) wo plase woard Yoo iver in the plan to new projects which
are rnot cvaunted during the plar formulation periadg

(4) Projc ta ~f public sector and prejects of private sector
would be separated completely,

c. Role of the private sector in industrial planning

The First Five—Year Plarn fer economic and social development,
C1950-1965, was formulated with the participation of beth private and

putlic sectors,

Inder the Second Five—Year Plan, the local committees in the
¥ohafazats had at least tern members from the private sector. It was
stipulated that 1/3 of the members of each committec should represent the

rrivate secter,

r the gectoral committy o, the private sector is represented by one

rr mrre members, The distribution of investments between the public and

the private sectors is showr: in the fellowing tables
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Sector Investments (1000 S.£.) Percentage
Public 3,454,431 69.7
Private 1,500,503 30.3
Total 4,955,000 100.0

The private sector has beern giver a gpecial importance 1in the sectors
of agriculture, tourism, housivie, sontracting ~nd service. Thus the
private secter plays a veTy restrictod role in the industrial gector. The
industrial sommittees created ry Decrce No. 132 of 27.9,1969 no longer

include a memoor reprogontIng the private sector.

B. Plan implementation

The Second Five-lear Plar has becn taken as 2a basis for the economic
and gocial pclicy in syria during the years 1946=-1970.  To start implemen—
tation, Article 4 {Legislative rocrce Yo, o nf 19bﬁi stipulated thate 1t
ig permigsible af+or the censert »f the Ministers of pPlanning ast of
Finance 1o enrtract for devel opmert projrcts within thear ageregate costs
ogtimated 1n the Second Five-{ear Plan or *the Annditiorn theet the amounts
payablic during the ~oroe rred year do nol o eXoer Jd the amournts 4iioted for
thege projects in the plar. Article v rt the sare Legislative Decree
prehibits cortracting for projects that are rat includ 4 this pLar
cxcept wher spesial provision 18 made bty law for jnclusinn ol new prejects.
Implemertation fased a number of rbstacles inclwillg the frolliowind

(1} Shortage ~f fwdss the m Agares taken to §ooUre eaquilibrium

Af the Secnri PFive—fear Ty b, the Mirvastry it Plarning in
ceoperatlicrn witn ther iratituiions vere i fficient. These
measures cnno rr the Acvelopmert A f ooenemic variables during
the second 1w scho s aawirs ard tirancey pubilc consump—
ticny private Cysamp b o imports and oYprTLS. Ls a
resiuit, cxX Tl ture dne S bed 0 weTtann proportions of

ipvestment aiiocationsg

(2) Scarcit, »f technicians and wezk ma.agements
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(3) Delay in civil engincering work and construction. The
delay occurs because of procedural requiremcnts; the consent
of two ministrics is necussary to certract for industrial
project. This appreval 1s not obtained in timey the project
is delnyed ard the dolivery schedule o f cquirment becomes
prolonged;

(4) Overrnr ir cost: this overrun ccours because o the under-
estimation of some coat arnr 1 1s in relatier. with the lack
of feasibility stus,. The by i completine rdustrial
projects raiscs pre-operative - xperses above the level initially
estimated; thus, 1 the s ot relling-miil factor, the
founintion cest inopcas

(5) New progects lde D 2o the plan at o iater stag: " this measure
18 eonsidered woars oxception and it requives a law i accord-
ance wWith the provision % article A of Law Decren e, 36,
But, in =spite of this articie, scme projecte were added ard
their implementation, without ensuring new rovenw s, led to
modifications v the distribuation of expenditures related to
other industrinl proejects,

The implemerntation of th Secend Five-Yenr Plar suftercd much from

the procedures whicr wore prone to dolays ir the ostablishment of detailed

programmes, their time schedule and varicus estimates,

The delay in issulng these jrogrammes influenced the process of

slaboraticr At the Aeuclapmert oot

s

a

1. Annu~l plan and annunl budgot

The tabl:s for investmornit .ilocaticns did not include annual
alletments for preojects.  Oontracts for the mining and oil project
oxceedod tho allecatod invistment. The cropdinating committee concerned
with development budget deiayed the study and the approbatiorn of the
scectoral committee for industry. I and detarled contracts were
established and issued by law. The conomic committer creatod with the
Council of Ministers lssued Liws cnmatters relating to inductrial plan
implementaticn., The functicns and powers ! the Supreme Planning Council
were exercised by the cconomic committue. As o resuit, implementation of

some industrial projects was limit.d to o swall proportion of z2llocated

investments, while others exceeded the allocations formulated in the plan.
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The devel pmert budeet was geared tc the equilibrium between
expenditures and revenues It endcaveured to define and 1imit expendi-

tures in accordance with the table of revenues and table of expenditures.

The develepmernt but et issned for each fiscal year stipulates that
the authcerities which execute development projests should formulate a
prograrme for implementivg these progects during, the {iscal year on the
basis of their all-cations.  These pro, rammes should be sent, within a
monith from the date of the lgsnwe ~t *he bl ot to both the MNinistries
of Plaanirn, and o1 Jirance., The oxecutin ministri-s and .r-anizations
are ton sut—-divide the a;grefate allocaticas inte sul—items for this
purpose. This subdivisiocrn is to be made hnowe to the Uinistries of
Plannirng and iirnance.  Spendin, should be withir tae amounts fixed for

the sub—-items and this is on the respensibilit, of th- accountant.

As to the prosress prog ramm , the planning asthoeritieos faced many
difficulties. The pro, rass programmes Jere fermulated for tinancial
purpcses recardlegs 0 the physical roquirement of projects and wore

a1

generall, vor, amuiticus.  The, il net tabe inte cinsideraticon the real

capacit, of the o , 1o be e, aid in progect amplemerntation. The oexpen—

ditures requestod accermtin to thege programmes exceoded the possibilities

of execution aveilable at the ministrics acd other resporsitble cr anizations.

Just the cpposite happenca with progects whese oxecutlcon wap assiened
to fereirn firms, The apprepriations required! in the pro, regs projrammes
often exceeded the availarle forei v ¢urrencics.

Subdividing thoe programme items into sub-items played a binding

role for both the avtherity of plamiirng and the executin, administration.
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In addition, there were othoer problems which were not related so
much to the charateristics of projeets ss to the approval of the Finance
Ministry, especially in the cesc when the estatlishment of the development
budget had been delnyed,  Such probloms reiate te the Timitation of
morithly expenditurs within 1717 f <l smount spent uring the preceding
year. Practically this limitaticr menns to rostrain the orogress of

development projects ard causce delaye i comiletin them.

As some integsroted nrejoects have 1o be earried out in the same
period, for example, the develonme.” of an il ficld and the pipeline,
it was difficult te aistribute the aphroprictions for the investment
programme ovent, over thoe five jonrg,  In fact, man, industrial projects

had started or contracted durine the Dirst Five—feonr Plan perioed.

evertheless, the =nnual buigets have played an important role. Tt
reviscd some projects and modified the construction nericd in the light

«f the data newly obtained.




ITh.

1D/we. 55/

Page 47

o

[HDIITRIAL PRO 20T WALUATTIO LD FOLLV-UP

A, Indu

gtrial project evilu . tion

Turirgs the preparision of the ‘econd Pive-Year Plan, special

attentiorn
difficulr

orvoani nat

1. Orst

RTINS VIR ER R ST criverin “he nrotlem had a number of
papect.s S pedr aYat e e ancourterad with respect te the

Lot

aclen 11 ppcjoent oviluation

"ti
vesgted vi
studian,
for ludus

the achie

()

(v)
(c)
(1)

(1)

the function:i

economic

analvele,

would te

Uopenert o ey oL ffeped teen the lick of an orpanization

th trne responsibility of preoject fermulation, feasibility

1

ol npe dent el ian Mo o oavly—crented enernd Oreanization

trial Proiect tady it Pnecineeringe Genien ie expected to permat

vemert of ‘he foilowinge nY jectives:

Nevelon the tecnni e of project fewsibility studv and
avaluntion cuul griduaily roelne the pamnter of nntional
erineers and ~ranomiatie toowe tnvolved i this field;
Minimize the pelinree oo foreLmmers {or thenme critical
gtoaee s of indatmied planeinsg

Reduce the roapticonp peoilton s from tpoomentary and
incomplets rotastiroa
Provide tho cedtorar et e tral commitiees nvolved in
cur - te undertake

pro cect celaston and SenT T pener EnL0aTS

il

the 1 i S e sty bl en necen

Shortern The coriot peprire! o Copmiiate annaal rudeets.
el Lot mostls wan 1.0 e Lot oee poet shadien in

mary o ooiess, She Serctopsl Coampttee for Industrey found 1tself
bein, tnvolvet 1o aaleriading ceisl i1t stulies and
IS

egtarluy v it periated to techniocad ceononic and other
{ |

agpe~t of indaatrey ol prc et evalue bion, while tne
implenert.ion o bortt ol e octered to achleve such
studies;

Tabe nece:rap: meoare: to trialo and develop muinpower to
cope with *the trenendows requirements for industrial ‘project
evalartion

napecte of preiect arudlen, sach as market study, location

process anilosiy, cost and Tinancind planning. Such procedure

saitatle for the comlitioas prevalling in a developing country

like Syrin

cet—up ot the methadeloricl argtem are qummarized below.

1t wonid te desiratle to estal bish on evaliwtinn procedure based on

Fiztritaticn of resnocaci~ilities over diferent technico-
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The 'finister of 3tnte for Planning has latelv iszsued a decree
(¥o. 132) which introduces the institutional steps necessary fer the
evaluation of the Second Five-Year Plan and the preparation of the Third
Five-Year Plon. Thegse were nlready mentioned earlier in relation to
the rele of the Central Preparatory Committee, nnd the “ecteral Committee

for Irndustry

As reoards the methodologrical syetem, one should note that the
formulation of correct critnria for industrial project evaluation depends
on the basic development nijectiven .nd principles envisaged. It 1s
difficult to formulnte jenern:l criterin applicable in anv sector 1t any
time Thus, the ireneral criteri: relv very much on the industrial
development gtiratecv and the eccornomic situation snd possibilities of the
industry at o given period of time The development stratees defines
the long term ldevelopment tariets nnd the meann required to achieve them.
Ty "economic situation and poseibilities" we mean the institutional frame-
wor¥. of industrial activity and availabilitv of rescurces, exlsting amount
of capit~l, labour and natural resource endownent . Criteria are
relrtive by nature ~nd to e linked to the -tove-mentioned factors which
are chaneging over time . recent vears, methodn based on '"mithematical
programming’” hnve hzen u-ed to choose the optimum variant within : civen
set of constraints, namelv the official plans and development programmes.
Under the Second Five—Year Plan, = number of criterin have been proposed
for project evaluation The main. criteria were stated us follows:
contritution to rnitional income; financial needs in both foreign and
local currencies; economic viabilit:; contritution to employment and
maturation period of investment The development strategsy elaborated by
the Supreme Plannine Council were as follows:

(a) Inerensine net domestic product b an averare rate of T 2 per

cent per annam;  and

(v) Tmproving the industrisl sector to aope with the natural and
agriculturil potentialities of the country in crder to secure
industries whicl would provide -ubstitutes for imported goods,
and raise evport possibilities

Particulirly for the industrial sector, these main cbjectives have

been elaborated into the following strategies:
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(1) Re-orgarization of industry bv substituting socialist
productior. relationships for capitalist relaticonships;

(2) Support ot the industrial structure by ectablishing a
centre {~r irdustiricl reac.rch .nd industrial experiments;
) Giving importroc tooceclosin Loomrreyy
1) Creatier of minl industri s;

Creation of = petrelews industr. with o vertieally
integrnted prosrauanc © ite resard Lo survey, proaspection,
exploitation, ftransport und reining;

(6) Creation of a metallursic:l wndustry;
(7) Development of major totictrind projects;

(3) “upport of the industrial projects of the public sector;
and

(9) Hupport of *he sl tricul Lndustry with romard 1o reneration,

transmission and distribution.

Naticnal inceme wos exnected te rise by 41.9 per ~ant, private
consumption 3.9 per cent and public consumption by 7.0 per cent during
the years of the Second Plan. In consequence ol thiz strotegy, the
basic criterior ol a projest was to miximize production and employment
that the new rrojects could ¢lve rise to. “'i+th the Secnnd Five-Year Plan,
the country was approaching - new stae of development backed up by the
exploitation ot mineral rescurces \n1l, phoeph thes, ete.), the creation
of nitrosren and phosphate lertilizer industries, ang the maturation of the
projects tor the devoiopnent ot eleatricity The most 1mportant question
at this stare shculd to the fellowine:

"hat should be the criteria to: project evaluaticn in a crantry

where naturial resour. o re «oundent and srilled libour limited™!

The ambitious tarsets of the lecond Five~Year Plan led to a
dispersion of investment resources -t 4o senerating a number of unfinished

projects.

Under the Second i'ive-Year Plan, the methedological systemn was nnt
well defined. This situation uas characterized by the fellowing limiting
factors:

(a) dany project: had started durin: the ™rst Pive~Year FPlan
and were vet to be comrletad in the jecond Plan perind
because of the importunt velume of investment already
engared in their implementation;
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(b) As a consequence of the technical and economic assistance

agreements concluded with foreign countries, many projects
were formulated and technicnlly studied abroad The limited
participation of yrian specialists delayed the elaboratien
and discussions of methods related to preoject evaluation
It wus nevertheless possible to 1nitinte evaluatlion methods
for some major indusirial projectis financed by foreiyn loans.
These attemnts, supported by foreisn technienl Vurenux, such
as Institut francais de petrole and the Russi-n Mehanober
Institute, led to modificntions ef production technigques and
basic chanses in the techrical shape of the projectss;

(c) Industrial plonnines and project cvaluation derived frem it
are a new concept iln Lyring

(d) The problem cf extornal credit facilities proves to he a
dominant faolor 4t the level of i1nvestiment pro;rramme
elaboration. The instrustionn given to the Dectornl
Committee for ludustry comrly with this requiremnent;

(e) searcity o) nitional skills in relatively new fields.

These limiting factors retorded the development of 1 fully-fledged
methodclopienl system to be supported by various balnnces, input-ocutput

tables and other programning techriques.

During the Second Five-Yenr Plan period, muny attempts were made to

permit the use of commodity balances and input-output tatles for ~ver-all

=
jee]
@
1

plunning purposes instruments were introduced by U experts and
athers freom cocinlict coxmtrics. Aoercat deal of crpericiics s buen

sained in this field and the Plonning Tnstitute plaved an 1mportant role

in setting up a btasis for these new working techniques.

The planninys authority - particularly the ilinistry ot Planning and
the Stite Planning Orpanization - Peine conscious of’ their role in
promoting and developine planaing techni mes nnd preject evaluation methods,
toolk various measures to nermit the host use of resources;  the efficiency
of projects wng related to thoir complex relitionships to the rest of the
economy . Industrial projeect evalwition requires accurate and adequate
data and solicita the advice ard uidance of regio il and international

oraanlzations

2. Mair criteria for indusirial project evaluntion

lInder the CSeven-Year "iconomic Development Programme (1955—1961) and
the Tirst Five-Year Plan, industrial planning meant a series of unrelated
development projects. The eriteria were not clearly formulated and the

Government had to refrain from spending on new projects included in the
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extraordinary budget because of the circumstances prevailing in the

country.

The projects included in the ~ublic sector had been inadequately
studied either technically or econciivilly and hence the expected
contributions could not be well assessed. In the manufacturing sector,
except for irvestment flgures, no wdequate sectoral targets were ven.
This is due, irn part it least, to the f'act that the administrative
machinery for exccutlon and supervision of prejectswas not well staffed
and still in the prrecss of beins creganized.

1r the 3econd Five=Year Plan, althowh inductrial sectoral targets
and criteria for ooreiect evadantion wers sobowp voldetined, the
methodology of pplirition wd the computntionnl technijque were not well

established or sulficiuntly reserited to ensure consistent ractice.
Y r

However, 4 kind of Palunce method that compares investment needs

with resources was genernily utilizold ki the limited scope of this
paper, we shall foeus our attertion on the practical methods ind

formulas which have heen in use for project evaluation. The main point
consists of counecting the project evaluation procedure to investment
planning. Project cviluation is considered 15 A part of 1nvestment

planning.

(a) Contribution tc nuationnul gsrowth

The mairn Munction of the plosoar,s Luthority ot the level of the
gectoral committee ar the ororral vreparatory committes was to ensure the
consistens: of the indug ri 1 plar o «llocating proaduction [lictors to

comply with a preswned rate of national income prowth, irreepective of

the efficiency oriterin. Thig ssumed that efficicncy wins determined by
the rate of growth The refers, officiensy ecilculntion Aid rol draw upon

. WA ) . .
planning works at varicas levels und/uﬁnaldcrcd a3 having been completed

as soon 45 the approbaticr of the industrial plan was ebtained.

The main clements of proje~t cvaluction nre included in the "preject
description form" which should be qeourntely completed by the Ministry
or the authority zoncerncd with its implementation. ~ocause of the

fragmentary and incomplete dnta and the lack of techniciuns, the




A AT AR R

ID/vG.55/6
Page 47

relinbility of information included in the fern was often questionatle.

In many cases, ‘inistries and authorities used the calculations to prove
that the cstablishment of this or that project is efficient and should

be included ir. the plan Fhe plannine svotem ~dds to the inducement for
investment: figures of investment cstimucion *ond to te exasmgerated and

a specinal absorption < ffect is developed in the Minictries and authorities

applrinst for o el funds

The "project description form" includes the following information:
(1) motivation for location;

(?) motivatior for produstion inerease;

{ 1) nee osorte of the proiocty

{(4) technicnl description ~f the preject, choice of technological

varintog
(5) chronology of installution of units;

(6) informaticn zbout required buildines and other civil engineering
werks (time of completion, cxpected costs, ete.)jj
(7) eatimation of optimum capacitv;
(3) expected time of realizetlon;
(9) costs of the proiact (construction, machinerv) in foreien and
local currencie :;
(10) requirements of pnst-investment operationss (workers, skilled
and wnskilled, technielans, cconomists, engineers), (energy
. \ ; . oo
consunptiorn nnd supply sources), (materinl: mantictr, value,
supply 50UrCes )
(11) cost of operutins and proceosingeg
(12) astimation o! the :dded value (no indioation about price
aystem);  and
(11) measuring some 2o-eofficionts such as invesiment costs per unit
of prodnct and per unit of domestic value of prrductinng  total
value of veurly cutput per unit of total i1nvestment; 1nvestment
for fixcd nancts, snd Livestanent for circulating cipital
relative to opotuction cost, meterinl cost, waortivation, wwes
and salarioss stractare of tot .l output;  structure of
peraornnel

These co-effleionts 1o not mensure the effect of the project on the
welfarc of the sociatv 2 . whole The methodclogy of "national economic
profitakility'", or "socinl tensfit-cost nnalvosis" ie not wasy to apply.

It requires © clear statement of national ot jentives and an evaluation of
the relative importance attached bv the sceiety to different objectives

under different circumstances and at dirfercnt points in time
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Remedial measures have bcen taken by the Ministry of Planning to
slaborate efficiency computation after the second Five-Year Plan was
promuleated Tentntive wssessment of nation:1l economic profitability

was conducted for some major indust=ial proj=cts in the programming and

follow-up deprriment of the Ministrv of Planning T ttempt was of
a preliminary noiurs . morc thorough formulation of tho technical

framework for such analysis is still awalted.

A seminar on cconomic planning in jyrin took place 1in Damascus
durine 1 - % Octnher 13¢5 and A papaer recrording project avialuation wis
rend, which dealt with difforont methods to measure various co-efficients
neczssary to evarinty b eomme il ol mations o oancme rpefitability
of projccts These methods have teen applizd to some industrial projects.
On the following pares, some of the formulas proposed for project

evalu~tion will te indicated.

30cinl marsinal productivitys

Y4+h-11 L+"1d+0 . r

N 7 F
where?
s increase in the yearl: production value (market price
excluding custom duties, tuxes and subsidy);
me  added valuc produced bv cxternsl cconomies;

Mi¢ imported materlials;
¢ 1labour;

Md: Adomestic rav moterialss
+  overha.d expenses;

s  inereass in national income resulting from improvement of
4the balance of parment by 1 unit; and

ne  variable which measures the investment «ffect on balance of

pavnonts.

The above formulr- can Do re-writton as followss

Al

W r
!
v

3P = = -

—

r

1
+ —
}

=

where?

vV . . . .
f: social value added per arat of investment (capital produc-
tivity ).
ﬁz operatine costs (xcluding 1) per unit of investment
r B

13

increass related to puyment bilnnc. per unit cf investment.

“




£9/110.55/6
Page 49

1t is possible to re-write the formul- as:

v, V-
(Ly (&ZZy . ° B

P { =

K i
Thus, the 5P consists of two torms;  the first is the product of
capital productivity by the raitic of net henefit to social value added,
and the second oxprosses the bal nce of payments effucts. The above-
mentioned criterion enjoys the folloving ndvaintagess
(1) evaluation ~ccording to this ariterion 1z intesrated and
consistent;

it relics on capitai productivity; «and

P Vs
3 o
N N’

1t cxpresses benofits in groener:l socind appraisal taking into
fecoart cyternn) ceanome offosts oeine current prices, and
gxeluding T g ard madbsidios;

Despite 211 these dvantagees, the application of this criterion
requires basic data that have to be collected over o long period of time.
Unless relinble data are used, the results might mislead the decision-

meking authoritics in fixine priority in industrinl nrejectco

T linc with the above-mentioned approach, we mov 1lsc use the

following indicator of prafitability on national level proposed by

L. CSAPO and M MANDEL, Tretitut. of Beonomics, Mudapests

- |

T IRG AL L, felrik/

fn: indicator >f profitability on nation:l luvel;

: value of production ¢xpressed in domestic currencys
M: wages
td: domestic material in Jdomestic currency;

Ai:  imported material in domestic currency;

¢ officiency co-cfficient (0.20);
M fixed capital
: amortizatinn; nnd

Bk: related investment cxpenditures.

Related invesiment cxpenditures are regulated by norm in the following
manners:

L= 2.5 (Ad + L)

This formula may give us a guidance to single out those investment

projects and proiject variants t6 +t contribute most to tho objective of
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the indust=inl atratesy, But the; cannot take us all the way and we
connot take them as o sufficient ground for straightforward choice of
industrial proicein A proper aslection f projccts requires, in one

way or ancthar, v core of evaluatine social benefit and cost.

Tre Verotit—cont unalvailn s oapplind te find out the ways in which
commereicl o and cotionsl nrofitatility are measuared in practice. The
bosre proaciple of Ponsl tecort maliols 1o to ovaluate the inputs and
ontputs wmoct ctod by wivon weoject. Socinl henefit-cost annlysis

diffars from privace profitaiitity smajveis in the coverare of inputs and

Thie measare of compercial profitability was applied to some

industrial proicct:. [t i3 cvalusted at the discount rate (1) as

L 5
T o= N n 2
' <. * /E iy

. p——— | -

RN DR S T EY
Yhere Bt denotes the total reccipts wrocialed with the project in year t,
CJr denotes the totel cyponditares oo the same venr and T meang the lifetime
of' the projact. Whioomerthod 1w oapplicd to rand alternative proicets,
nlthoueh i1 romtines She dvawback o) the preacnt vala me :sure (dependence
on an ex¥ieraal ly provided alacount PTTQ)$ #ith the tailure to convey

information to. 1he “1od 00 1 DTN

The sanplication of thio aetiao 1o measure the profitability of the
public indutrial omolocts neoant rod obsticles resultine from the lack

of roliatic dats or the cotisation of 7,
u

and O, .
t

datione ! economic proffiitahilrtes

Hero wo m b torerot the innuta ond nutputs of a project in terms
of a1l Lthe coota ol voneiioe sosecisted with the nreject. The following
corrcetions v tokon Lnto conaiderationg

(1) Lo TS otes

L ) maviaot mmperfociiony ond

{4) othor eorrectionz Lilke morit vants

GRS s o e
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The application of this mcthod faces the following problems: lack
of assessed vilues of socinl benefits relative to regional development g
factor cndowmentsy reserv. manpowery  and unutilized raw materinls,
Tevertheloss, it was posaibls in mon ensss to measurs rathor accurtely
such co-cfficients a3 investment offuctivences, lapat-output values in
foreign cxchane:, and cdded value The investment o ffectivencss of
projects varics from 3D per cont to 70 per cont The eomputntion of thig
co-cfficient has led to zmome modifiention i the projcects in the industrial
sector and some industrinl proicets have boen added to improv.: the

ceonoms of the projects alreude incluwicd in the plan,

(0) Cnlectie b fanetcornse ot v, v prodool prepardion

The followine schoeme swmmarizos the vrious tisks of analoais which
appear at diffor.at stages of the preparntion of projocts According to
this schume, we distinguish two periods:  the pertod hafora the
re-orgnnization of the dinistry of Planning nd the period after the
re-orennizztion Assumptions concernines the period after the areation

of the State Planning dreanization wre talen from the stipulition of the
legislative deerve, which erentad the Organization, as wsll as lLegislative

Decrees Mos O (0 Junc 1964), 77 (2 Tulv 1963) -md 130 (7 August 1963)

issued by the ilinister of Statc for Planning.
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2 a8 30

Ministry of

.
Gene;ﬁl Organizition
for Tndustri~l
Pro jocts Jtudy and
Tneincerine Duoimm

N
Ministry of Oil,
Rloctricityv and
Industrinl Project
Tmplomentation

-
State . sectoral
Planning Committec
Orvanizutioﬁ for
Industry

Jupreme
Planning
Roard

~
Council of
Ministers

For some projects under pxceution,

by a preliminary analysis

Tnvestment

¥
X

The process of industrial project cvalw

following steps:

TASKS:

Project formulation

Feasibility study
(proj.ct avaluation)

™neineerineg denign

Central
Preparatory
Committuee

TASKS:

Manking industrial
proiccts

Congistency in
seetor:l plan

Sectoral programming
Proposal for including
fproiccts 1n the plan

pAIT L g

[EED IS Y
fiding foeare:s
Approtation of plins
Co-ordin-tion plans of
various sccbors

Mitrogen Phosphate
fertilizur ores
T2 53
o 0.94

Investmnent plan
Main objectives
of proje ty
Incom~, ontput
and omploym.nt
cffants
All.cation of
approprintions

the following values were obtained

Cement
plant

7

0.92

+tion should follow the
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(1) Definition of the cconomic condition;

(2) Basic assumption rclated to the methodology;
() TWvalu-tion of price ~nd techrioloevs

(4) Analvais of domostic roscurces,

(5) Investmernt prosramme;

(6) ‘"fathematical programmins’ - maximization and minimization
of some functions;

(7) Technological varinnts;
3) Construction capacitw:  and

(9) “xpeeted time for tochnical plannings and implementation.

Tithin the limitedl apace ollowed to this paper, it i not rosaible

to ~ive further details of the various indicntors for project eveiustion.

In the followin~, o oxample of industrial project cveluntion will
be given. Due to the lack of appropriate d:t  ‘his cxwmple refors to

relatively simplo methods of anelvois

3, Bvaluation of mojor irvestmont progects for tinaciry purposcs:

Al exwmglr

L3

The  Syriae: ocnsumption (riatrient ) has ricrense! ripidly »nd its
growth rate wee ccceler tod in the carly 'sixtics,

Sorin hig mbundant raw materials to be used for the production of
nitrogerons furtilizers: natural ens (OTLEI55A), lphtn (Homs rcfinery),

i

and gas associated with petroleum in the Gveian orl ficelds

The evaluation study compriscs three mati ccetions divided into

sever~l itoms

The first ncetion deals with the cvolution nnd recent expansion of

the pctrochemicnl industry snd doscribes tho locn1l circumstances which

encourare its development In this section, the consumption and produc—
tion of puetrochomical products is cvalusted The relationships of

technolosic:] varintions with unit production cost ~ro ustimated. This
scetion ~lsn indiettes the poterntisl of the countrs for petrochemical
production, t:"ines into account the locnl moriet, row motorials, manpower

and gsecondary products.

The sccond scction sives = forceasting of consumption of nutricnt N.

The demand for fertilizer is hased on the oxtrapolation of the time
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trend in past vears (consumpilor is considered as a function of time) .
Another method of forecasting uses the correlation between the
fortilization and he tracstormetion ~f arid or uncultivated into
irrigated land 4 epeater part of this aecond section is devoted to
the fellowlng:
(a) studs ot +the factors offenting feptiliner consumption;
(b) fertiligzer produ-tion, trale and consumption; and

(c) possibilitics ~f incresc.re nitrogenous fertilizer

production irn iris (alternntiven)

The third section censlsts ¢f n technical and economic study of the
nitrcgenous fertilizor proiect Toving inte consideration factors
affecting fertilizer conzumpticn, trig study deals with technolopizal
and loeatinnal vapiant oo withn reeard 0 Taw materinl supply, assertment of
products and expor? pessivilities e choice between variants 18 baged

on the discount cash t'low nd present value method, 1. e.:

T
. S )
oy(i) = 1 %
o
v (1 1)
where
Bt: total receipts @ smociated with the project in year tj
Ct: totn] expenditures in each vear t;
Te project life 1n venrs; and
i discount rate

The fourth sectiorn elaborates recnmmendations, conclusions and
proposals.

The fcllowing table compures 1o tho Jdiftrerent designs of project
the net cash in-flows (money receipts minus money expenditures) for every

vear within the project life, discounted at 2 rate of 7 per cent per

annums
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Djibissa preject

Homs project Natural sras

Jren production Uren + Diammonium
Years Nzphta (rcfinery) Urea only Phosphate
1971 - 2F170 - 20,3 - 32,700
1972 - 21,520 - 23,100 - 27,640
1974 - 13,750 - 14,120 - 17,980
1976 - 6,450 - 4,890 - 8,340
1977 - 2,790 - 50 - 4,000
1978 + 0 + 3,550 - 50
1979 +,510 + 7,300 + 3,550
1971 + 3,10 + 14,030 + 10,300
1993 + 13,190 + 20,110 + 16,760
1985 + 17,390 + 25,540 + 22,310
1986 + 19,260 + 27,980 + 24,780
Net benefit 73.5 per cent 98 per cent 75 per cent

- capital ratio

This evaluation should be supplemented by the study on direct and
indirect effects. Tirect effects refer to the production or . .pnta,
labour, and other resources required for tuilding the plant, capital

required, nd valuce ndded. To trace the indirect effects, a good number

of steps is neceded. The balance method oo Yo used and A considerable
computationgl work is required to achicve o high order of conslstency
between sectors. Thi- would involve, if the technological co-efficients
are known, the input-output method. [t is not easy to record 2ll of

the inputs and catputs associated with *this project which sheuld be

considered in terms of cests and bhenefits. Thers iag also n difficult

problem asseclated with the dotermination of the prices te mensure

renefits nd coste cover timc. Fefore ending tnis part of the paper, it
may be pointed out that the failure of the market svstem, and the sreat

impact ¢f the preject or the structure ¢f the economy as whele tend to
justify o wider role to be played by the public secter; eone should be
made fully nware cf the limitations of the commercitl profitability

cencept in evaluating o preject of this kind.
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B. Follow-up and implementatiol

In accordance with the provisions of Legislative Decree No. 205 of
11 December 19€1, and Decree Mo ) issued by the Minirtry of Planning
on 24 MMarch 1971, the Ministre <7 Planains was equipped with a number of
directorates, such as statietices and census, »conomic =nd social planning,

etc.

The Prosrammes and Follow-up Dircctorate was vested with the
responsibility for follow-up activities in the main sectors of economv,

namelv: industiry, irrigation and asriculture, nand services.

Legislative Decree Jo. 97 of Julv 1963 provided for the establishment
in each Ministry or Public Department of » Planning nit 1o re attached
directly to the Minister and to 1> headed Y the Secretarvy fGaneral of the
Ministry or by the Director Gencral of the publis department The
functions of the P1inine Unit consist of ecollecting 4nt~ and preparing
studies agd analytical reports on the progress achievel with development
projects in accordance with the forms ~nd modela laid down by the 1bove-
mentioned directorate. it the creation of the “t+te Planning
Oreanization, the function of fellow—up hne been delegated 1o the sectoral

dircetorates (industry, irrigation and agriculture, communication, and

services)

The Annu~l Plannine Directorate is responsihle for assembling
sectoral follow-up reports and elaboratings them in a definitive form.
Decrees No. 50 and No %6 hoth defin . the Directoratc'. functions as

follows:

(1) "ovaluate and determine the proiects to be implemented in
each stage o the development plan and ... .7

(2) "determine *he asnnanl prosrammes for drvelopment projcects
in the light of the ~crernl {ramcwork of the plan in
collaborntion with the ministrioz and institutions concerned”;
and

(3) "follow—up on plar implementation 1t offize -nd field levels,
appraise the prosross of work, 1nvestiezate the source of
difficultics, explain thoir ciases ~nd propose the means of
overcoming them, verify the compatitility of implemcntation
with project sbjectives wnd supgest the nceocssary adjustments ...".




ID/47.55/6
Page 57

Follow-up commences immediatelv ~fter the promulgation of the
lemislative decrec which dofines the expenditures of the development
budget .

The progress progrumme reltted to industriol proicct implementation
during each fiscal vseir should ko sent; within 2 month from the date of
the issue of the rudget, to both the Ministrivs of Planning and of
Finance. he Plunnins Ministre is concerned onle with the con-truction

phaise of projcets

The Ministry or institution concerncd with industrial project
implementation in required to subtmit profsress reports every muarter
according to - reportins forn establish.d ' the authority The form
consists of statemente of the wmounts gpont or vairious itome of
allocition, such as civil Cnelneering, cquipment stadies, wwes and
salaries, sencral cxpenscs, ote. It includes information about mz jor
contracts placed tfor gite development, buildin: construction or supply
of plant machiner: and calpment Lt 1nelwles phyaical leseription of
works achieved =nd prosress undertakon Finally, 1t should b
accomp-nied with o study tnvestigating the source of Aifficulties and

explainine theip cauzes

The leesislations in foree dofine preciselv the stops neccasary for
implement.tion - follow-up. Progress reports -re studied by the follow-
up department of the Planmine Tinistry The technical staff, capable of
interpreting technical tmplications of the report, ch&ok" prices and
performince with the topme of mrjor eontracts placed for the project.

The technical staff then passes the repert and their eomments to the
economic or accounting staf'f, who chick the freures wnd toke note of the
compatibility of th. wnroposcd sxpenditures with projoct objectives.

Progress reports will be studied o obrtain confirmation of the
following points:

(1)  Appraisal of work progsress:

(2) “ource of difficulties and means of overcoming them; and

(3) The compatibility of tmplementation with formulated objectives

The follov-up department should study if there has reen 4 delay in

starting up; the delayv will result in an increase in pre-production
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expenses. juch increase wnnunted in some industrial projects to 25 per
cent of the orieinal capitil estimate. The fellow-up department checks

if proijects have not devinted trom their hanle objectives in their
implementition phase The prosresz o) exwch eloment of the plant will be
studied to verif: if “lloeations have baeen correctly anent

M serepancies tre reported to the higl, plannins authorities and
measures are t.aken to ontar lish the compatibility of the project with

objectives and schetiled cipenditurons

&

Yevertheless, follou-up mi-ht meet mur obstacles which can b

gummarized as follows:

(a) deln- in the issue ot development hudgrets;
(b) insufficiency of allocation;
(c) lone routine rejuired for processing the expenditures;

(d) 1limited participation ot the plunning units in the
implementation and follow-np nctivitvg

scarcity of techniciansy

lack of dnta;

—~ N~
=@

Jq

N— e

wea: relation of partnership :nd understanding between the
follow—up stoff -nd the manneement of development projects;

(h) inability ot the follow-up staff to support or propose
remedial action to overcome obstucles limitine project
development; ctc
In spite of these diftfimidties, the follow-up tivitien have proved
useful for checking the accuracy and efficiency of the evuluations methods
used in pre-investment appraisal, and thus tfor re-assesslacs the 1ndustrial

plan.

Implementation reports, subtmitted to the planning authority enable
the latter to propose modifications ¢sncerning varinus elements of the
project, such n: machincr; required; timing of realization; ~nd condi-

tions concernins the operational phose

But the d4ta presented in the quarterls reoport 13 often not
gufficient to enabtle the concoerned planning director:te to mike decisions

on the kind of nriion needed for improvement of the implementation status.
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Re-assessment nf industrial plan must take into consideration the
progress programmes and the implementation reports for the industri-.l
gsector as = whole. Prom the discussions of the sectoral committee with
institutions concerned with industrinal plan implementation, and the study
of the penerw.l implementation report important modific ations have been
introduccd ir the industrial plan:

(1) increasins the capicity, of dome inteorated petroleum

projecots to estoablish equilibrium among related projects;

(2) accelertting the devolopment of the phosphate mining
industre wnd delavin - the expansion of othsr extrictive
industry (st mires):  and

(3) introducine new projects in the industri-l plun siming at
the improvinge the eccoromy of ewiati,. prejecte, croeating a

chain ~f indbunrrei ] activd Lios, ot eificient resources
utiliztimg i interratad ctesl procossiae project
constitutos ane ecod exomple Fic preiect will ensure

Link m¢ tetween the Aiffeprant wate of thig proiect and the
units of the steel rollic - milt proiect

In re-assessing »n industrial plan, 'be tollowinr are to he examined:
I '

) Causes of diserepana tetween cipect otions and performance;

) Causes of deluys In project implementation;

3) Conditinns of normal operations; and

4) Accuracy of prcject evaluntion criteria.

Needless to sar that svostematie follow-up is necegsary for the

authorities to take measures to rectify errors ir time and o guard projects

from losses nd cost over-run

A CONCLUDING HEMARK

Plannine iv -+ relatively new concent in Syria, introduced only ten
years 470 Under the 3econd Five-Tenr Plan, a s~rcat deal of experience
has been oained in recard to {(a) the institutional framework, and (b)

technimics ind informational svstems required for industrial planning.

[n the precedine soctions, det ils concernine these two nspects were
Fiven and the Limitations of the existine facilitics and rertain factors
leading to improvements were noted. In gummiar-s, the country's planning

authoritics have continucd to make efforts +lornes t'e following lines:
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(1) settins up the base of industri:l planning;

(2) developine the institutionul framework; and

(%) improvines the techniques of industrial plannine,

The introductior. of further improved and more alvinced techniques
would require *h~t, "mons cthorn. the foliowing conditions sheuld be
gatisfied:

(1) computine facilitics eenred to plannine and {ollow—up rovtines;

(?) trnined personncly  d

(3) collection nd orrmanization of requirad dat.

hove oddet te the country's

The various Adifficulties encountera
experience which points to the wars and means of ilmprov.ng industrial

planning techniques
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