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IRAN
A Window, A River, A Heart

Iran International joined 
the world in celebrating the 
birth of a new millennium. 
Every creature has a way 
of cherishing an auspicious 
occasion, and we did it our 
own way. The result became 
a window for shedding 
light and delight, a river 
for nature to capture, and a 
heart for love from above; 
IRAN: A Window, A River, 
A Heart. 

With only a brief look at 
our land, Iran International 
Millennium Issue turned into 
a country book in 340 pages. 
The book’s three chapters: A 
Window, A River, A Heart; 
respectively correspond to 
the world’s mostly valued 
elements:  Technology, 
Nature, Humankind.

The  v i s i on  beh ind 
production of IRAN: A 
Window, A River, A Heart 

transcends the boundaries 
on land and time. The book 
opens by Globalization 
w i t h o u t  D o m i n a t i o n 
and closes with An Idea 
Materialized. It covers Iran 
in a wide variety of topics 
ranging from architecture, 
industry and professions to 
nature, people and arts. 

Combining a collection 
of finest pictures with 
English verse, IRAN: A 

Window, A River, A Heart 
is meant to offer a new image 
of the new Iran. It is an 
honest attempt which aims 
to avoid overstatements and 
understatements.

IRAN: A Window, A River, A 
Heart is solely distributed by            

Iran International Office. 
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Iran International: “The Forum for 
partners in Iran’s Marketplace.” This is 
the motto adopted by the full-color quarterly 
Iran International since its emergence in 
June 1998. Iran International focuses on 
the theme of partnership in various sectors 
of economy, trade, industry and culture.  

Readership & Circulat ion:  Iran 
International is regularly distributed 
among its targeted audience who include 
economic, industrial, political and cultural 
circles in Iran and around the world. Iranian 
decision-makers, government officials, 
industrial executives, top contractors, major 
commercial and financial organizations, 
trade partners of Iran, potential investors, 
joint chambers of commerce, global 
banks, international companies based in 
Iran, industrial plants within the country, 
embassies, cultural centers, tourist and 
travel agencies and international bodies 
form the main readership of the magazine. 
All articles and advertisements of the 
latest issue are always accessible at the 
magazine’s three web sites.

Publications: In addition to its four regular 
issues coming out in June, September, 
December and March, the magazine 
publishes special issues on occasion.

Clients: In each edition, Iran International 
has had the pleasure of featuring the 
promotional items of global players and 
national companies that have a key role in 
development of industry and economy. Our 
main clientele come from diverse fields of 
Oil & Gas, Chemicals & Petrochemicals, 
Industries, Mines & Metals, Automotives, 
Aviation & Tourism, Banking & Finance.
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The 21st SCO Summit kicked 
off on September 17 in 
Dushanbe, Tajikistan, with the 
participation of the leaders 

of 12 member and observer countries, 
including the President of the Islamic 
Republic of Iran Ebrahim Raisi. At this 
meeting, Iran’s permanent membership 
document was accepted after nearly 
16 years of observer membership. The 
presidents of China and Russia, who 
attended the summit virtually, also 
supported Iran’s full membership in the 
Shanghai Cooperation Organization.

The Iranian president stated that 
the foreign policy of the Islamic Re-
public has always been based on active 
participation in international organiza-
tions, multilateralism and opposition to 
unilateralism based on justice, coopera-
tion, mutual respect and the need to play 
a constructive role in facing international 
and regional challenges. Strengthening 
bilateral cooperation, especially in the 
economic field, is an important factor in 

enhancing the SCO’s strategic role in the 
global economy.

“Today, the world has entered a new 
era and hegemony and unilateralism are 
declining,” he said, adding: “In the current 
situation, world peace and security are 
threatened by hegemony and challenges 
such as terrorism, extremism and 
separatism; Threats are targeting a wide 
range of countries, especially members 
and partners of the SCO, and maintaining 
and strengthening peace in this vast area 
is not a choice but a necessity.

 The President of the Islamic Re-
public of Iran stressed that the Shanghai 
Cooperation Organization and the “spirit 
that governs it”,  namely mutual trust, 
common interests, equality, joint consul-
tation, respect for cultural diversity and 
common development, is a key tool for 
maintaining peace in the 21st century.

Iran is on the route of one of the 
corridors of China Beltway Initiative, 
namely the China Corridor, Central Asia 
and West Asia, and can be a link between 

Iran is on the route of 
one of the corridors of 

China Beltway Initiative, 
namely the China 

Corridor, Central Asia 
and West Asia, and can 
be a link between East 

and West Eurasia. 

East and West Eurasia. 
Also, the large port of Chabahar in 

Iran has the capacity to become a center 
of exchanges between member countries 

including neighbors in a special way. With 
the efforts of members it can become a 
symbol of cooperation of all members of 
the Shanghai Organization.

Raisi added: Iran is the connecting 
link between the above three 
infrastructural projects. Iran could be 
the connecting link between South and 
North Eurasia through the North-South 
Corridor, connecting Central Asia and 
Russia to India. The North-South corridor 
can strengthen the rigid infrastructure of 
convergence in the form of the “Great 
Eurasia”. Iran is on the route of one of 
the corridors of China Beltway Initiative, 

Central Asia and West Asia, and can be 
a link between East and West Eurasia. 
With the efforts of its members, it can 
be a symbol of cooperation between all 
members of the Shanghai Organization.

“Today, the international system is 
facing many challenges and problems 
that cannot be solved by one government 
alone,” he said. It also has significant 
social, economic, political and security 
implications. We thank the Shanghai 
Cooperation Organization, especially 
China, Russia and India, for their efforts 
to help global vaccination in a spirit 
of cooperation. Any disruption to the 
process of helping human health through 
global vaccination under the pretext of 
sanctions, are violation of human rights 
and crimes against humanity. “Solving 
this problem is in dire need of international 
cooperation, and the members of the 
Shanghai Agreement have great potential 
in this respect, and the Islamic Republic 
of Iran is ready to cooperate actively in 
this area.” 

S p e c i a l  R e p o r t
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an easy task, while the power of regional 
actors is changing every day. This means 
that Iran’s competitors are stubbornly 
seeking to increase their share of the Iraqi 
market, which will put more pressure on 
exports to that country.

Of course, this analysis does not 
mean that it is not possible to increase 
trade with Iraq, but it does mean that the 
realization of trade goals has require-

both parties. This is one of the things 
that can create serious obstacles in the 
development of trade between Iran and 
Iraq.

In fact, a careful study of Iran-Iraq 
exchanges shows an imbalance in the ex-
changes between the two countries. Last 
year, Iraq was not among the 20 countries 
of import origin for Iran and was the sixth 
source of imports among the 15 target 

countries. Of course, in recent months 
this neighboring country has been among 
the 20 countries of origin of imports. The 
imbalance in exports and imports to Iraq 
appears in the statistics while Iran’s rivals 
in this market are increasing their share 
day by day.

Turkey and China are Iran’s biggest 
rivals in Iraq. Saudi Arabia, India and 
Jordan are also penetrating the Iraqi mar-

Leap in Trade Re lations with Iraq

With the arrival of the Iraqi Prime 
Minister Mustafa Al-Kadhimi 
in Tehran (mid-September), a 

new chapter in Iran’s cooperation with 
this western neighbor began. During the 
meetings of this Iraqi government official 
with the Iranian officials, the horizon of 
trade relations between the two countries 
at the level of $30 billion was drawn.

The increase in trade between the 
two countries has been compiled while 
last year the volume of trade between 
the two countries was $7.582 billion.  A 
review of Iran’s customs statistics shows 
that exports to Iraq in 1999 were worth 
$7.448 billion, although imports were 
limited to $134 million. On this basis, it 
seems that achieving the stated goal will 
not be possible any time soon.

The difficulty of achieving this fig-
ure becomes clear when Iran is working 
hard to develop exports to Iraq. Studies 
show that market opening in Iraq is not 

ments that must be considered by the 
country’s trade authorities so that this 
goal is not left only on paper.

Last year, exports to Iraq accounted 
for 21.3% of Iran’s total exports in terms 
of value. This shows that Iraq is still the 
second largest export destination among 
several major destinations. A review of 
statistics shows that in 1999, the volume 
of goods exported to Iraq was 25.670 mil-
lion tons, which was worth $7.448 billion. 
But imports from this country weighed 
103,000 tons and were worth $134 mil-
lion, which increased Iraq’s value share 
of total imports to 0.34 percent.

Another important point regarding 
trade with Iraq is the trade balance with 
this country. In fact, the most positive 
trade balance of Iran among all trading 
partners is in trade with Iraq, which is 
positive $7.314 billion; but trade is a 
two-way street that balances imports 
and exports and ensures the benefit of 

ket, which shows that access to the Iraqi 
market is becoming increasingly difficult. 
Therefore, in order to advance in this 
market, requirements must be considered. 
Yahya Ale Ishaq had recently mentioned 
these requirements in an interview with 
Fars News Agency. He said that Iraq has 
many comparative advantages for devel-
oping trade relations, and that this mar-
ket cannot be ignored in various fields, 

including technical and engineering ser-
vices and trade.

At the same time, the economic 
potential of the Iraqi market has made 
it difficult for us to maintain this market 
because the country has the largest 
investment capacity in the region for the 
next 15 years, and therefore in the near 

Turkey and China are 
Iran’s biggest rivals in 

Iraq. Saudi Arabia, India 
and Jordan are also 
penetrating the Iraqi 
market, which shows 

that access to the Iraqi 
market is becoming 

increasingly difficult. 

“Until recently, there was only one active 
border between Saudi Arabia and Iraq, 
but now Saudi Arabia is trying to expand 
the common border so that economic 
actors can travel more between the two 
countries.” According to this economic 
activist, Iran should change its approach 
in order to develop trade with Iraq, and 
just as the establishment pays much at-
tention to Iraq in the security and politi-
cal dimensions. It should also increase its 
support in the economic dimension. 

However, the government is not very 
supportive in the economic dimension and 
does not pay much attention to this issue 
because the profit of the development 
of economic relations will benefit the 
private sector.

While our security is linked to eco-
nomic development, the government 
must look at economic development 
from a security perspective. Ale Ishaq 
stated: “Government support is needed 

future with a huge volume of economic 
and trade contracts from competitors. 
According to Ale Ishaq, the production 
and export of Iraqi oil makes it possible 
for the country to pay for development 
projects, and the country has a large 
market for investment and consumption 
that should not be overlooked.

He also noted the expansion of Sau-
di Arabia’s presence in the Iraqi market: 

in all sectors of the economy, including 
finance, banking, marketing information, 
litigation, trade agreements, and trans-
portation. Provide development of trade 
and economic relations between the two 
countries. To develop trade relations be-
tween the two countries, we also need 
joint trade agreements and joint venture 
investments.  

T r a d e  &  B u s i n e s s
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Many workers deemed essential 
during the pandemic—such as 
those in eldercare, supermar-

kets, and distribution warehouses—are 
unable to make ends meet even in good 
times. And during the COVID-19 crisis 
the threat of serious illness has been add-
ed to low pay. Employers have required 
people to report to work—in meat-pack-
ing plants and restaurants—at grave risk 
to themselves and their families; their 
only recourse is to walk away from their 
jobs, risking their livelihoods. 

These wrenching choices represent 
the collateral damage of the pandemic. 
Moral discomfort with the situation has 
spread even into economics—forcing the 
profession to confront ethical concerns 
that in ordinary times are consigned to 
religious leaders and philosophers. Along 
with the climate emergency, the pandemic 
has made it clear that market failure is now 
the norm not the exception, rendering the 
standard economic model anachronistic, 
much as massive and persistent jobless-
ness in the Great Depression did for the 
idea that labor markets will equate supply 
to demand, eliminating unemployment. 

The fallout from the pandemic will 

alter how we think about the economy 
and public policy—not only in seminars 
and policy think tanks, but also in the 
everyday vernacular people use to talk 
about their livelihoods and futures. 

What students today care about hints 
at what a new economics paradigm might 
look like. Between 2016 and 2020 we 
asked 9,032 students in 18 countries, at 
the very beginning of their introduction 
to economics course, to name the most 
pressing problems today’s economists 
should be addressing. 

Their responses are shown above; the 
size of the font indicates the frequency of 
the response. The economics students cit-
ed inequality, climate change, and unem-
ployment as top issues of concern between 
2016 and 2020. A new benchmark model 
that is increasingly widely taught is al-
ready encouraging young people who care 
about these issues to stick with economics. 

A new economic model alone will 
not change minds and policies. The suc-
cesses of both the Keynesian New Deal 
and neoliberalism have taught us that a 
new economic model becomes a force for 
change when it is integrated into a power-
ful moral framework, illustrated by em-
blematic policy innovations, and articu-
lated in everyday conversations. 

Classical liberalism, for example, 
rested on commitments to order, equal 
dignity, anti-paternalistic liberty, and 
utilitarianism, which were synergistic 
with its economic model characterized 
by competitive markets, division of la-
bor, and specialization. Free trade and 
antitrust policies were its hallmark. Ordi-
nary discourse took up its truths, as when 
Alice whispered to the Queen (in Alice 
in Wonderland), “It’s done by everyone 
minding their own business.” 

More recent economic paradigms 
were also founded on a synergy of com-
plementary values and economic models. 

For Keynesian economists, a com-
mitment to reducing economic insecurity 
and raising the incomes of the less well-
off through government programs and 
trade union bargaining was combined 

with a set of propositions about saving 
behavior, automatic stabilizers, and ag-
gregate demand. Both the coherence and 
the rhetorical power of the Keynesian 
paradigm depended on the belief—very 
plausible under the circumstances—that 
the pursuit of its advocates’ egalitarian 
values through economic policy and or-
ganization would improve aggregate eco-
nomic performance by supporting higher 
and more stable output and employment. 

In like manner, what has come to be 
called neoliberalism advanced two nor-
mative pillars. The first was “freedom 
from” government coercion (rather than 
a more expansive “freedom to” and the 
absence of domination in private or pub-
lic spheres). The second was a procedural 
view of justice, which deems outcomes—
however unequal—as fair so long as the 
rules of the game are fair. Cementing neo-
liberalism’s philosophy to its economics 
was a view that people are individualistic 
and amoral—along with a representa-
tion of how they interact in the economy; 
namely, through exchange in competitive 
markets under complete contracts. Com-
plete contracts, which cover all aspects of 
the exchange of interest and not only those 

of the exchanging parties, ensured against 
market failures arising from “spillovers” 
or “external effects,” such as epidemic 
spread or greenhouse gas emissions. 

Extending the assumption of self-in-
terested agents to the public sphere gave 
neoliberalism a view of public choice 
in which governments and other collec-
tive actors, such as trade unions, were 
simply special interest groups using up 
scarce resources in order to get a larger 
slice of a smaller pie. In this model of the 
economy, the limits on government that 
were advocated on philosophical grounds 
were also necessary for a well-function-
ing economy. The values and the model 
were brought together in emblematic 
policies such as school vouchers (allow-
ing school choice) and a negative income 
tax (replacing antipoverty programs with 
direct government cash payments) and 
in memes such as “The government that 
governs best governs least.” 

But integrating economic models 
and ethical values in a complementary 
manner does not alone allow a paradigm 
to succeed: for the advocated policies to 
work, the economic model must be a rea-
sonable approximation of the empirical 

economy. Just as a changing economic 
reality spelled the demise of classical 
liberalism following the Great Depres-
sion, the Keynesian paradigm was chal-
lenged by the stagnant growth combined 
with inflation (so-called stagflation) of 
the 1970s. Similarly, disenchantment 
with neoliberalism strengthened after 
the global financial crisis of 2008, which 
appeared to many as the price to be paid 
for the market deregulation advocated by 
neoliberals. Disenchantment with laissez-
faire individualism has since mounted in 
the face of growing inequality, the cli-
mate crisis—and now the pandemic. 

To serve as a component of a new 
paradigm, a new benchmark economic 
model must take a position on fundamen-
tals, including the economy as a compo-
nent of the social system and biosphere, 
how we represent people as economic 
actors and decision makers, the key insti-
tutions that govern our interactions, and 
the characteristics of the technologies 
that underpin our livelihoods. Contempo-
rary economics—the economics that re-
searchers use and graduate students rou-
tinely are taught—provides a response on 

Rethinking 
Economics

The pandemic tests a new 
policymaking benchmark 
that includes civil society 

and social norms 

Continued on Page 51

C o v e r  S t o r y
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President-elect Ibrahim Raisi re-
cently invited a group of eco-
nomic experts for an exchange 

of views and consultation. Masoud Nili 
was one of the economists invited to 
the meeting. Nili, referred to four es-
sential steps the incoming government 
must take in properly dealing with the 
economic problems.  Nili said the first 
step to be taken by the Raisi adminis-
tration was identification of the problem 

statement . According to the economist, 
in this direction, six major problems of 
Iran’s economy will be identified, which 
are: “financing”, “energy supply”, “nat-
ural resources and environment”, “pub-
lic service delivery”, “implementation 
of supportive policies” and “exchange 
system with other countries”. Nili also 
addressed the misconceptions about li-
quidity management and stressed the 
need for the sanctions to be lifted. Ac-
cording to him, a country under sanc-
tions cannot think about investment and 
economic prosperity.

According to Nili, what distin-

guishes different politicians from one 
another is not their stated goals. High 
economic growth, reducing inflation, 
increasing employment and improv-
ing poverty are the stated goals of all 
politicians, but the main difference be-
tween politicians is the policy tools they 
choose to achieve these goals. Among 
the current issues, one should look out 
for 6 vital pillars of the economy; “Fi-
nancing”, “Energy Supply”, “Natural 
Resources and Environment”, “Public 
Service Delivery”, “Supportive Poli-
cies” and “Exchange with Other Coun-
tries” are the main pillars. Therefore, 

6 Main Problems of Raisi Administration!

in the first step, the incoming chief 
executive must be able to identify the 
main priorities of the economy with a 
comprehensive point of view. This is 
the starting point for the distinction be-
tween politicians.

In my opinion, at present, 6 issues 

have caused economic growth not to 
occur, inflation to increase in the econ-
omy, and welfare support not to be ap-
plied properly.

 The first issue is financing. No 
activity takes place in the economy un-
less it is financed. Financing is no lon-
ger an issue anywhere in the world and 
has become an almost resolved. Some 
economic entities save money and fi-
nancial institutions allocate these sav-
ings to economic activities. This credit 
allocation also comes at a price, and 
different economic activities can be fi-

nanced at different prices. Of course, in 
many countries around the world today, 
there is institutional facilitation in this 
field and businesses can be financed at 
a relatively cheap price. We are one of 
the few countries in the world where fi-
nancing is one of the main obstacles to 

economic growth. Financing is one of 
the most important issues in the coun-
try, but the financing institutions in our 
country are in trouble and these institu-
tions themselves have been in need of fi-
nancial resources for a long time. While 
the provision of corporate resources 

must be done through banks, the banks 
themselves need resources and use the 
resources of the central bank to cover 
their deficit.

The second most important is-
sue we face these days is energy supply. 
Like the issue of financing, the issue 
of energy supply has been resolved in 
the world; even countries with limited 
energy resources are no longer strug-
gling with energy supply. Our country, 
which has a lot of energy resources, is 
facing many problems in the field of 
energy supply. It is very strange that 
a country that is at a desirable level in 

At present, 6 issues have 
caused economic growth 
not to occur, inflation to 
increase in the economy, 
and welfare support not 
to be applied properly.

Dr. Masoud Nili, Economist

E c o n o m y
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terms of underground resources in the 
world, ranking first in gas reserves and 
fourth in oil reserves, is desperate for 
energy supply. The country, rich in gas 
reserves, is unable to meet its gas needs 
in winter and has difficulty generating 
electricity in summer. This is in a situ-
ation where even energy exports are in-
significant, and yet the country still has 
problems in supplying energy. This is 
one of the paradoxical and important is-
sues. In the energy debate, what is being 
said is that the resources needed for in-
vestment must be provided. So the way 
to improve in this area is the issue of 
resources.

The third issue is the provision of 
public services. The main task of gov-
ernments is to provide public services. 
Providing security, appropriate educa-
tional services and health services is one 
of the responsibilities of governments. 
We also face a lot of serious shortcom-
ings in this respect. If the government is 
asked why the country is facing problem 
in the field of health and security educa-
tion, it will answer that it has a problem 
of lack of resources and a problem of 
budget deficit; That is, here again there 
is the problem of lack of resources.

The fourth issue is the issue of 
environment and nature. It should be 
noted that every activity carried out 
in the economy has a channel of com-
munication with nature (soil, water and 
climate). Many productive activities de-
pend on water, agriculture is related to 
soil, and air is related to people’s lives. 
In general, we are facing a crisis in en-
vironmental issues. Water crisis, soil 
crisis and air pollution in some seasons 
of the year continue to be a problem for 
the country. Of course, this year, due to 
low rainfall, the water crisis has become 
serious. In these areas, too, the problem 
of lack of resources for investment is 
serious.

The fifth issue is the government’s 
protectionist policies. Every system of 
government, if it wants to be sustain-
able, must have mechanisms to combat 
poverty and must not be indifferent. In 
the last 10 years, our economic growth 
has been close to zero. Lack of eco-
nomic growth means that nothing has 
been added to our income. This is while 
about 12 million people have been add-

ed to the population of the country, that 
is, 12 million people have been added 
to those sitting around the table, while 
the amount of food on the table has not 
changed; This means that the level of 
per capita income has decreased. Of 
course, when it is said that per capita 
income has decreased, income has not 
decreased to the same extent for all sec-
tions, and some of the weak sections of 
society have suffered more than others. 
There are ways to eradicate poverty in 
society. The policymaker can define an 
income floor so that anyone with less 
than that income can be supported by 
the government. If this policy is not 
implemented, the depth of poverty in 
the country will increase day by day. 
Many examples of poverty can be seen 

tirees and in-generation support should 
also be considered. Meanwhile, pension 
funds are also facing resource shortage 
problems.

The sixth and final issue is trade 
with other countries. There is no gov-
ernment in the world that can run the 
country in isolation. Even if we ignore 
the issue of capital inflows and out-
flows, the main issue in relation to other 
countries is the system of exchange and 
facilitation of exports and imports. Ef-
fective communication with other coun-
tries provides the opportunity to prepare 
the basket needed by the economy in 
the cheapest way. Goods that are pro-
duced domestically at higher prices can 
be imported; on the other hand, goods 
we produce domestically at lower costs 
can be exported. This will increase the 
welfare of the society.

Today we see that various wounds 
have been opened up and the work of 
governance is limited to providing re-
lief. At the same time, the root causes 
of the problem are worsening every 
day, and crises are coming one after an-
other. Problems are usually economic in 
nature in the first stage, and the symp-
toms that appear are economic. For 
example, the expert system recognizes 
that the amount of resource consump-
tion is more than the amount that enters 
the aquifers. It issues warning and of-
fers solutions. We do not pay attention 
and pass this stage and enter the social 
stage. People are migrating, addic-
tion and crime are increasing. Again, 
nothing happens. In the next stage, the 
problem enters the political phase. Dis-
satisfaction spreads and the system of 
governance is under threat. It is at this 
point that confrontation ensues and the 
crisis assume security shape. The unfor-
tunate thing is that as you go through 
each step, the solutions of the previous 
step will no longer work or will be very 
ineffective. Today, we see that many of 
the country’s problems have unfortu-
nately entered the final phase. Note that 
when the system of government enters 
the final phase, it no longer has the so-
cial capital with which it can solve the 
roots of problems through economic re-
form. Thus, it itself becomes an effec-
tive element in exacerbating imbalances 
and worsening conditions. 

Today we see that various 
wounds have been 

opened up and the work 
of governance is limited 

to providing relief.

in cyberspace, the environment and 
even everywhere in Tehran. A society in 
which poverty has no fixed floor cannot 
be sustained. This issue also requires re-
sources. Social Security, the Relief and 
Welfare Committee all need resources, 
and without resources they cannot pro-
vide as much as they should. In addi-
tion to helping to alleviate poverty and 
in-generation support, assistance to re-

E c o n o m y
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The industrialized world, especially 
the United States, suffered 
severe economic ills even before 

the COVID-19 pandemic. Unless we 
recognize them now, we are unlikely to 
produce solutions. 

Chief among these problems is the 
nature of economic growth, which has 
become much less shared since the 1980s. 
Wider inequality in much of the industri-
alized world; the disappearance of good, 
high-paying, secure jobs; and the decline 
in the real wages of less-educated work-
ers in the United States are all facets of 
this unshared growth (Acemoglu 2019), 
which has deepened discontent and 
sparked protests from both left and right 
in the years since the Great Recession. 

My research with Pascual Restrepo 
indicates that automation accounts for 
much of this loss of shared growth, along 
with such factors as globalization and the 
declining power of labor relative to capi-

tal (Acemoglu and Restrepo 2019). With 
the next phase of automation rapidly un-
folding, driven by machine learning and 
artificial intelligence (AI), the world’s 
economies stand at a crossroads. AI could 
further exacerbate inequality. Or, prop-
erly harnessed and directed through gov-
ernment policies, it could contribute to a 
resumption of shared growth. 

Automation is the substitution of 
machines and algorithms for tasks previ-

ously performed by labor, and it’s nothing 
new. Ever since weaving and spinning 
machines powered Britain’s Industrial 
Revolution, automation has often been an 
engine of economic growth. In the past, 
however, it was part of a broad technol-
ogy portfolio, and its potentially negative 
effects on labor were counterbalanced by 
other technologies boosting human pro-
ductivity and employment opportunities. 
Not today. 

The next phase of automation, re-
lying on AI and AI-powered machines 
such as self-driving cars, may be even 
more disruptive, especially if it is not 
accompanied by other types of more 
human-friendly technologies. This broad 
technological platform, with diverse ap-
plications and great promise, could help 
human productivity and usher in new hu-
man tasks and competencies in education, 
health care, engineering, manufacturing, 
and elsewhere. But it could also worsen 

job losses and economic disruption if ap-
plied exclusively for automation. 

The pandemic has certainly given 
employers more reasons to look for ways 
of substituting machines for workers, and 
recent evidence suggests they are doing 
so (Chernoff and Warman 2020). 

Some argue that pervasive automa-
tion is the price we pay for prosperity: 
new technologies will increase produc-
tivity and enrich us, even if they dislocate 
some workers and disrupt existing busi-
nesses and industries. The evidence does 
not support this interpretation. 

Despite the bewildering array of 
new machines and algorithms all around 
us, the US economy today generates very 
low total factor productivity growth—

economists’ headline measure of the pro-
ductivity performance of an economy, 
which gauges how efficiently human 
and physical capital resources are being 
used. In particular, total factor produc-
tivity growth has been much lower over 
the past 20 years than during the decades 
after World War II (Gordon 2017). Even 
though information and communication 
technology has advanced rapidly and is 
applied in every sector of the economy, 
industries that rely more intensively on 

these technologies have not performed 
better in terms of total factor productivity, 
output, or employment growth (Acemo-
glu and others 2014). 

The reasons for this recent slow pro-
ductivity growth are not well understood. 
But one contributing factor appears to be 
that many automation technologies, such 
as self-checkout kiosks or automated cus-
tomer service, are not generating much 
total factor productivity growth. Put dif-
ferently, rather than bringing productivity 
dividends, automation has been excessive 
because businesses are adopting automa-
tion technologies beyond what would 
reduce production costs or because these 
technologies have social costs because 
they give rise to lower employment and 
worker wages. Excessive automation 
may also be a cause of the slowdown in 
productivity growth. This is because au-
tomation decisions are not reducing costs 
and, even more important, because a sin-
gular focus on automation technologies 
may be causing businesses to miss out on 
productivity gains from new tasks, new 
organizational forms, and technological 
breakthroughs that are more complemen-
tary to humans. 

But is automation really excessive? 
I believe so. First of all, when employers 
make decisions about whether to replace 
workers with machines, they do not take 
into account the social disruption caused 
by the loss of jobs—especially good 
ones. This creates a bias toward excessive 
automation. 

Even more important, several fac-
tors appear to have fueled automation 
beyond socially desirable levels. Particu-
larly important has been the transforma-
tion in the corporate strategies of lead-
ing US companies. American and world 
technology is shaped by the decisions of 
a handful of very large, very successful 
tech companies that have tiny workforces 
and a business model built on automation 
(Acemoglu and Restrepo 2020). Big Tech 
companies including Amazon, Alibaba, 
Alphabet, Facebook, and Netflix are re-
sponsible for more than $2 of every $3 
spent globally on AI (McKinsey Global 
Institute 2017). Their vision, centered on 
the substitution of algorithms for humans, 
influences not only their own spending 
but also what other companies prioritize 
and the aspirations and focus of hundreds 
of thousands of young students and re-

Remaking the Post-
COVID World

To reverse widening 
inequality, keep a tight 

rein on automation 

Governments have 
always influenced the 

direction of technology, 
and we already know 

how to build institutions 
that do this in a more 

beneficial way. 
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searchers specializing in computer and 
data sciences. 

Of course there is nothing wrong 
with successful companies pursuing their 
own vision, but when this becomes the 
only game in town, we must be on guard. 
Past technological successes have more 
often than not been driven by a diversity 
of perspectives and approaches. If we 
lose this diversity, we also risk losing our 
technological edge. 

The dominance of a handful of 
companies over the path of future tech-
nology has been exacerbated as well by 
dwindling support from the US govern-
ment for fundamental research (Gruber 
and Johnson 2019). In fact, government 
policy excessively encourages automa-
tion, especially through the tax code. The 
US tax system has always treated capital 
more favorably than labor, encourag-
ing businesses to substitute machines 
for workers, even when workers may be 
more productive. 

My research with Andrea Manera 
and Pascual Restrepo shows that, over the 
past 40 years, labor has paid an effective 
tax rate of more than 25 percent via pay-
roll and federal income taxes (Acemoglu, 
Manera, and Restrepo 2020). Even 20 
years ago, capital was more lightly taxed 
than labor, with equipment and software 
investment facing tax rates of about 15 
percent. This differential has widened 
with tax cuts on high incomes, the con-
version of many businesses to closely 
held S corporations that are exempt from 
corporate income taxes, and generous de-
preciation allowances. As a result of these 
changes, investments in software and 
equipment are taxed at rates of less than 5 
percent today, and in some cases corpora-
tions can even derive net subsidies when 
they invest in capital. This creates a pow-
erful motive for excessive automation. 

A path of future technology centered 
on automation is not preordained. It is a 
consequence of choices by researchers 
who focus on automation applications 
at the expense of other uses of technol-
ogy and by companies that build busi-
ness models on automation and reducing 
labor costs rather than on broad-based 
productivity increases. We can make dif-
ferent choices. But such a course correc-
tion calls for a concerted effort to redirect 
technological change, which can happen 
only if government plays a central role in 

the regulation of technology. 
Let me be clear that I do not mean 

government blocking technology or 
slowing technological progress. Rather, 
the government should provide incen-
tives that tilt the composition of inno-
vation away from an excessive focus on 
automation and more toward human-
friendly technologies that produce em-
ployment opportunities, especially good 
jobs, and a more shared form of economic 
prosperity. We do not know exactly what 
the most transformative human-friendly 
technologies of the future may be, but 
many sectors provide plenty of oppor-
tunities. These include education, where 

AI can be used for much more adaptive 
and student-centered teaching combin-
ing new technologies and better-trained 
teachers; health care, where AI and digi-
tal technologies can empower nurses and 
technicians to provide more and better 
services; and modern manufacturing, 
where augmented reality and computer 
vision can increase human productivity 
in the production process. We have also 
witnessed during the pandemic how new 
digital technologies, such as Zoom, have 
fundamentally broadened human com-
munication and capabilities. 

This recommendation may still 
strike many as unusual. Isn’t it highly 
distortionary for governments to influ-
ence the direction of technology? Could 
they really influence where technology 
goes? Wouldn’t we be opening the door 
to a new kind of totalitarianism with the 
state intervening even in technological 
decisions? 

I maintain that in fact there is noth-
ing unusual or revolutionary about this 
idea. Governments have always influ-
enced the direction of technology, and we 
already know how to build institutions 
that do this in a more beneficial way for 
society. 

Governments around the world rou-
tinely affect the direction of technology 
via tax policies and support for corpo-
rate research and universities. As I have 
shown, the US government has encour-
aged automation through its asymmetric 
taxation of capital and labor. A first step 
would be to correct that imbalance. This 
would go a long way but would not be 
sufficient by itself. Much more can be 
done—for example, via R&D subsidies 
targeted to specific technologies that help 
human productivity and increase labor 
demand. 

This brings me to the second objec-
tion: can the government really effective-
ly redirect technology? My answer is that 
governments have done this in the past, 
and in many cases with surprising effec-
tiveness. The transformative technologies 
of the 20th century, such as antibiotics, 
sensors, modern engines, and the internet, 
would not have been possible without the 
government’s support and leadership. 
Nor would they have flourished as much 
without generous government purchases. 
Even more relevant, perhaps, for efforts 
to redirect technology in a human-friend-
ly trajectory is the example of renewable 
energy. 

Four decades ago renewable energy 
was prohibitively expensive, and the ba-
sic know-how for green technologies was 
lacking. Today renewables make up 19 
percent of energy consumption in Europe 
and 11 percent in the United States, and 
costs have declined in the same ballpark 
as fossil-fuel energy (IRENA 2020). This 
has been achieved thanks to a redirection 
of technological change away from a sin-
gular focus on fossil fuels toward greater 
efforts for advances in renewables. In the 
United States, the primary driver of this 
redirection has been modest government 
subsidies for green technologies as well 
as the changing norms of consumers. 

The same approach can strike a bal-
ance between automation and human-
friendly technologies. As in the case of 
renewable energy, change must start with 
a broader societal recognition that our 
technology choices have become highly 
unbalanced, with myriad adverse social 
consequences. There needs to be a clear 
commitment by the federal government 
to redress some of these imbalances. 

produces … a psychological change, an 
alteration in the character of the people.… 
Even a strong tradition of political liberty 
is no safeguard if the danger is precisely 
that new institutions and policies will 
gradually undermine and destroy that 
spirit. 

Although Hayek’s concerns were 
well-placed, he turned out to be wrong. 
Liberty and democracy were not quashed 
in the United Kingdom or in Scandina-
vian countries that adopted similar wel-
fare state programs. On the contrary, by 
ensuring a social safety net, these systems 
sparked greater opportunities for individ-
ual freedom to flourish. 

There is an even more fundamental 
reason the welfare state did not threaten 
liberty and democracy. James Robinson 
and I lay out the conceptual framework in 
our new book, The Narrow Corridor (Ac-
emoglu and Robinson 2019). We explain 
why the best guarantors of democracy 
and liberty are not constitutions or clever 
designs of separation of powers, but so-
ciety’s mobilization. That requires a bal-
ance between state and society that puts 
the polity in the narrow corridor where 
liberty flourishes and where the state and 
society can gain strength and capacity 
together. So when we need the state to 
shoulder greater responsibilities, we can 
also experience a deepening of democra-
cy and greater societal mobilization. This 
means citizens actively participating in 
elections and becoming informed about 
politicians and their agendas (and their 
misdeeds), civil society organizations ex-
panding, and media helping to hold poli-
ticians and bureaucrats accountable. This 
is what happened in much of the industri-
alized world. As the state took on more, 
democracy deepened and society’s in-
volvement and ability to keep politicians 
and bureaucrats in check intensified. 

Whether society can play its part 
in forging a new chapter in our history 
is an open question. A major complicat-
ing factor is that new digital technologies 
have also weakened democracy. With 
misinformation rising, AI-powered social 
media creating filter bubbles and echo 
chambers inimical to democratic dis-
course, and political engagement waning, 
we may not have the right tools to keep 
the state in check. Yet we do not have the 
luxury not to try.  

By: Daron Acemoğlu

AI could further 
exacerbate inequality. 

Or, properly harnessed 
and directed through 
government policies, 
it could contribute to 

a resumption of 
shared growth. 

The government should also address the 
dominance of a handful of big tech com-
panies over their markets and the direc-
tion of future technology. This of course 
would have other benefits, such as ensur-
ing greater competition and protecting 
privacy. 

The most challenging objection to 
these ideas is political—the same chal-
lenge raised by Friedrich Hayek to the 
development of Britain’s welfare state 
in what became his celebrated book The 
Road to Serfdom. Hayek warned against 
the rise of the administrative state, argu-
ing that it would crush society and its 
freedoms. As he later summarized it, his 
concern was that 

… extensive government control 
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There were many innovations from 
the Paris Agreement, but three 
were key. 

First, setting the clear objective of 
less than 2 degrees Celsius warming, with 
the stretch objective of 1.5 degrees. 

Second, the innovation of voluntary 
country plans (NDCs) that were then 
objectively added up to assess what would 
happen if countries met their commitments. 

Third, the involvement of the private 
sector and non-state actors, so that solu-
tions to this enormous problem are bot-
tom up as well as top down. 

Since Paris, the concepts of Net 
Zero, Paris Aligned, and a 1.5 degree 
target have moved from the climate co-
gnoscenti into the mainstream. Net zero 
is now an organizing principle that is cas-
cading from the global to the country and 
the company. 

But the climate crisis has not abated. 
The sobering reality is that the problem of 
climate change grew after Paris. Last year 
it was estimated that the world’s tempera-
ture would rise above 3 degrees Celsius 
by the end of the century. 

This would cause catastrophic flood-
ing, pollution, wildfires, drought, extreme 
weather, and destruction of species. We 
are already seeing the early warnings of 
this devastation. 

Moreover, the scale of what’s re-
quired to achieve 1.5 degrees is sinking 
in: emissions need to fall by 7 percent a 
year over the course of this decade. Last 
year, many countries met this high bar, 
but only because large swaths of the econ-
omy were shut down—hardly something 
to be repeated. This underscores that we 
must invest and grow to get to net zero. 

The UN Climate Change Confer-
ence (COP26) will be a watershed for 
finance. To that end, we are on track to 
deliver by COP26 the foundations for a 
system in which every financial decision 
takes climate change into account. 

A Financial System for Net Zero

Markets require information to op-
erate effectively. In Paris, the Task Force 
on Climate-related Financial Disclosures 
(TCFD), created by the Financial Stabil-
ity Board, was just a concept. Three years 
ago in Hamburg, the final TCFD recom-
mendations were delivered to Group of 
Twenty (G20) leaders. Today, virtually 
the entire financial sector demands TCFD 
disclosures, and over 2,000 major com-

panies around the world are responding. 
Despite these advances, cover-

age is still limited, and reporting still 
incomplete, particularly of critical for-
ward-looking metrics. Now it is time for 
governments around the world to make 
TCFD disclosures mandatory and sup-
port the International Financial Report-
ing Standards Foundation’s intention to 
establish a new International Sustainabil-
ity Standards Board to produce a climate 
disclosure standard, based on the TCFD. 
Momentum is building, with strong sup-
port at the recent Group of Seven (G7) 
and G20 meetings. 

Better disclosure and a heightened 
sense of urgency are leading to a trans-

formation of climate risk management. 
The central banks and supervisors’ Net-
work for Greening the Financial System 
has, in just a few years, grown from its 
eight founding members to more than 90 
authorities covering over 80 percent of 
global emissions. 

Central banks in countries with 50 
percent of global emissions are beginning 
to conduct climate stress tests of their fi-
nancial systems. For COP26, our priority 
is to embed supervisory expectations for 
climate risk management and ramp up 
climate stress testing. 

Commitment, Alignment, 
Engagement

Building on the foundations of re-
porting and risk management, the finan-
cial system can look outward, tackling 
climate change through commitments, 
alignment, and engagement. 

Commitments begin with net zero 
objectives of countries. These have ad-
vanced from 30 percent of emissions 
when the UK and Italy assumed the COP 
presidency to over 70 percent today. 

The Glasgow Financial Alliance for 
Net Zero (GFANZ) was created to meet 
enormous investment needs that could to-
tal over $100 trillion over the next three 
decades. Bringing together over 250 fi-
nancial institutions responsible for $80 
trillion in assets and anchored in COP’s 

Clean and 
Green Finance

Clean and 
Green Finance

Race to Zero, GFANZ is the gold stan-
dard for financial sector commitments to 
sustainability. 

By Glasgow, all major financial 
firms should decide whether they too will 
be part of this solution to climate change. 
GFANZ is a big tent, but it will be the 
only tent in Glasgow. 

GFANZ starts with commitments, 
but its real purpose is climate action 
through alignment and engagement. 

Alignment means defining best 
practice net zero plans for companies 
and financial institutions, leveraging the 
valuable work already begun. Alignment 
also means robust assessments of the 
portfolios of financial institutions relative 
to net zero pathways. 

Central banks, notably the European 
Central Bank and the Bank of England, 
are setting the tone as they examine how 
to revise their monetary policy operations 
to be more consistent with the legislated 
climate objectives and policies in their 
jurisdictions. 

In a similar vein, the TCFD has con-
ducted an extensive review of methodol-
ogies to assess metrics that measure how 
aligned portfolios are with the net zero 
transition. 

The combination of forward-looking 
climate disclosure, net zero plans, and 
portfolio alignment metrics will pull for-
ward investment, especially if there are 
credible and predictable climate policies 
from governments, like carbon pricing. 

Developing Economies

While estimates vary, most suggest 
that over a trillion dollars in additional 
investment annually for decades will be 
needed to build green energy in emerging 
market and developing economies. 

To meet this need, we must turn 
billions in public capital into trillions 
in private capital by scaling blended 
finance, catalyzing stand-alone private 
capital flows, and building new markets. 

Multilateral development banks 
are uniquely placed to mobilize private 
finance, but thus far the results have been 
modest, with only $11 billion mobilized 
in 2018. To orchestrate a step change 
in financing capacity requires four 
initiatives: 

Private Commitments: A GFANZ 
working group will build on initiatives to 
secure commitments of significant private 
financing capacity for projects to advance 

The Glasgow Financial 
Alliance for Net Zero 
(GFANZ) was created 

to meet enormous 
investment needs that 
could total over $100 
trillion over the next 

three decades.
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the net zero transition in emerging market 
and developing economies. 

Public Facilities: Multilateral de-
velopment banks should identify and be 
prepared to dramatically scale up blended 
finance vehicles, instruments, and facili-
ties that support significant mobilization 
of private capital. 

Country Platforms: The public 
and private sectors are coming together 
through initiatives such as Global Inves-
tors for Sustainable Development and 
the Climate Finance Leadership Initia-
tive to build country platforms that will 
help address specific needs and broader 
challenges. With private finance focused 
on achieving net zero, country platforms 
must integrate Paris-aligned NDCs to at-
tract capital at scale. Projects consistent 
with long-term country strategies that are 
certified as Paris-aligned are more likely 
to attract private capital and less likely 
to be subject to project risks, including 
changes in regulation. 

High-Integrity Market for Car-
bon Credits: Carbon credits, which are 
generated by projects that reduce or re-
move emissions, such as afforestation, al-
low buyers to compensate for or neutral-
ize any continuing emissions they have 
while moving to net zero. The conditions 
for this market are coming into place. 
Over 1,600 companies have committed 

to science-based targets. As they achieve 
them, companies need an appropriate mix 
of emissions reductions and credible car-
bon credits to neutralize and compensate 
for their ongoing emissions, including 
nature‐based solutions such as reforesta-
tion and the switch to greener power in 
developing economies. 

To be clear: companies’ primary re-
sponsibility is to reduce absolute emis-
sions. But while on the trajectory to net 
zero they should use high-integrity cred-
its to compensate for their emissions. 

At present, the market for carbon 
credits is small, fragmented, and of un-
even quality. This market could grow to 
over $150 billion a year and facilitate 
major cross-border capital flows, as the 

vast majority of high-emission-reduction 
projects will be in emerging market and 
developing economies, with significant 
potential co-benefits for biodiversity 
and other UN Sustainable Development 
Goals. 

The private sector Taskforce on 
Scaling Voluntary Carbon Markets, com-
prising 250 organizations and led by Bill 
Winters and Annette Nazareth, recently 
published its final recommendations on 
how to develop and rapidly scale a pro-
fessional, global carbon market with the 
highest integrity, transparency, and credi-
bility. The taskforce is working alongside 
other endeavors, like the Voluntary Car-
bon Markets (VCM) Integrity Initiative, 
to ensure the VCM finances meaningful, 
additional climate action. 

Moving from blueprint to build 
is the next step. Two of the world’s 
largest financial centers—London and 
Singapore—are already stepping up to 
implement the recommendations and 
to maximize our very limited carbon 
budget. On these foundations of a new 
sustainable financial system, we can align 
the trillions of dollars of capital needed 
for companies and projects across all 
economies to secure a net zero future for 
the world. 

By: Mark Carney

Projects consistent 
with long-term country 

strategies that are 
certified as Paris-aligned 
are more likely to attract 
private capital and less 
likely to be subject to 

project risks, including 
changes in regulation. 

What We Owe Each Other
Everyone participates in 

the social contract ev-
ery day, and we rarely 

stop to think about it. Yet so-
cial contracts shape every 
aspect of our lives, including 
how we raise our children and 
engage in education, what we 
expect from our employers, 
and how we experience sick-
ness and old age. All of these 
activities require us to coop-
erate with others for mutual 
benefit, and the terms of that 
cooperation define the social 
contract in our society and the 
shape of our lives. 

Laws and norms under-
pin these daily interactions. In 
some societies, the social con-
tract relies more on families and commu-
nities for mutual support; in others, the 
market and the state play a greater role. 
But in all societies, people are expected 
to contribute to the common good when 
they are adults in exchange for being 
looked after when they are young, old, 
or unable to care for themselves. 

My interest in social contracts grew 
out of a desire to understand the under-

lying causes of the recent an-
ger manifested in polarized 
politics, culture wars, conflicts 
over inequality and race, and 
intergenerational tensions over 
climate change. Discontent is 
widespread. Four out of five 
people in China, Europe, India, 
and the United States feel that 
the system isn’t working for 
them, and in most advanced 
economies parents fear that 
their children will be worse off 
than they are (Edelman 2019). 
The pandemic served as a great 
revealer as it hit the most vul-
nerable—the old, the sick, 
women, and those in precari-
ous jobs—the hardest and ex-
acerbated existing inequalities. 

Most of this disaffection stems from 
the failure of existing social contracts to 
deliver on people’s expectations for both 
security and opportunity. Old arrange-
ments have been broken by varied forc-
es, including those whose overall impact 
on society has been positive. These in-
clude technological change, which is 
revolutionizing work, and the entrance 
of increasingly educated women into the 

The risks from economic 
shocks should be shared 
by employers and society 
as a whole and not placed 

solely on individuals. 
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labor market, which interferes with their 
ability to care for the young and the old 
for free. Looking ahead, population ag-
ing means that we will need to find new 
ways to support the elderly, and climate 
change compels us to work even harder 
to make the world environmentally sus-
tainable. 

The good news, however, is that a 
new social contract is possible that can 
satisfy people’s need for security and 
opportunity while also addressing the 
challenges that affect society as a whole. 
This new social contract depends on 
three pillars: security, shared risk, and 
opportunity. What would this mean in 
practice? 

Security
Labor markets have become 

more flexible, and informal working is 
now a common feature of life in both 
developing and advanced economies. 
Increasingly, we are on our own in 
society: workers shoulder the risk when 
it comes to their income, how many 
hours they work, and how they cope if 
they are ill or unemployed. The balance 
has tilted too far in the direction of 
flexibility for employers at the expense 
of security for workers. 

Every society can put a floor on 
income below which no one can fall. This 
can be achieved through cash transfer 
programs in developing economies or 
tax credits for low-wage workers in 
advanced economies. 

At the very least, societies should 
ensure access to a basic health care 
package and a minimum state pension to 
prevent destitution in old age. Sick leave, 
unemployment insurance, and access to 
reskilling should be provided regardless 
of the type of employment contract. 
In developing economies, this means 
bringing more workers into the formal 
sector; in advanced economies it means 
mandating that employers pay benefits to 
flexible workers. The bottom line is that 
everyone must have a minimum level of 
security for a decent life. 

Shared Risk
Too many risks in our society are 

borne by individuals when they would 
be more efficiently managed by others or 
collectively. Employer flexibility when 

it comes to being able to hire and fire 
workers depending on market conditions 
is feasible if workers are guaranteed 
unemployment insurance and retrain-
ing until they find a new job. The risks 
from economic shocks should be shared 
by employers and society as a whole and 
not placed solely on individuals. 

A similar rebalancing of risks needs 
to occur around childcare, health, and 
old age. It is not clear why, for example, 
the costs of parental leave are usually 
borne by employers when funding it 
through general taxation would create 
a more level playing field for men and 
women in the labor market and be less 
of a burden for firms, especially smaller 
ones. 

Similarly, many health risks are 
more efficiently managed by pooling 
them across a large population while 
strongly motivating individuals to 
manage risks through diet and exercise. 
Linking pension ages to life expectancy 

would make sure that individuals save 
enough for their retirement. Financial 
security in old age can be funded through 
general taxation rather than linking it to 
employment as is usually the case—but 
automatic enrollment in pension plans 
and insurance for old-age care would 
give people more security at the end of 
their lives. 

Opportunity
Too often, talent is wasted be-

cause people aren’t given opportunities 
to advance. In Denmark, for example, 
it takes on average about two genera-
tions for a person to rise from lower to 
middle income; in the United Kingdom 
and the United States it takes five; and 
in countries such as Brazil, Colombia, 
and South Africa it takes more than nine 
generations. In most countries, the archi-
tecture of opportunity tends to hold back 
women, minorities, and children born to 
families, or in places, that are poor. 

Yet harnessing everyone’s talents 
is not just an issue of fairness; it is also 
good for the economy. For instance, bet-
ter use of all the talent in society explains 
between 20 and 40 percent of the pro-
ductivity gains in the US economy be-
tween 1960 and 2010 (Hsieh and others 
2019). Instead of drawing on a limited 
talent pool of mainly white men, changes 
in laws and norms meant that employers 
were able to choose from a broader pool 
of skills and match people with jobs that 
suited them best. Similarly, if today’s 
“lost Einsteins”—women, minorities, 
and people with low incomes—could in-
novate to the same degree as white men 
from high-income families, the rate of 
breakthroughs could quadruple (Bell and 
others 2017). 

How can we harness all that talent? 
Start early: the first 1,000 days of life 
are the most important for brain devel-
opment. Intervening during this period 
is the most efficient way to equalize op-

Many health risks are 
more efficiently managed 
by pooling them across 

a large population while 
strongly motivating 

individuals to manage 
risks through diet 

and exercise.

two hours a day more unpaid household 
work than men. More generous parental 
leave, public funding to support families, 
and a fairer division of labor at home 
would make better use of female talent 
and allow more people to contribute to 
the common good. 

Is It Affordable?
A new social contract is not about 

higher taxes, more redistribution, and 
a bigger welfare state. It is about fun-
damentally reordering and equalizing 
how opportunity and security are distrib-
uted across society. This would increase 
productivity and more efficiently share 
risks around childcare, health, work, and 
old age that cause so much anxiety. We 
should tax the things we want less of, 
like carbon and smoking, and subsidize 
things we want more of, like education 
and a greener economy. Giving everyone 
the opportunity to use their talent and 
contribute reduces the need for redistri-
bution later. 

An international system that en-
ables such a transformation is essential. 
This means ensuring that international 
financial institutions have the resources 
to help societies invest and support min-
imum incomes, education, and health 
care. It also means better rules around 
global taxation so that companies pay 
taxes where economic activity takes 
place for the benefit of the people where 
those companies operate. Such an inter-
national system would shore up the glob-
al economy with a social contract that is 
both efficient and fair and therefore more 
likely to garner public support. 

By: Minouche Shafik

portunities and provide the foundational 
skills for future learning. 

Extra nutrition for preschoolers and 
help with parenting skills also make for 
better educational outcomes and higher 
incomes later in life. For instance, in Ja-
maica, young children visited just once 
a week by a community health worker 
earned 42 percent more 20 years later 
than children who did not get such sup-
port (Gertler and others 2014). 

All young people should be entitled 
to education and training and a lifetime 
endowment to pay for additional skill 
development over what will be much 
longer careers. Hundreds of studies of 
adult learning demonstrate how strong 
links to employers, early intervention, 
and sustained funding can keep people 
in work and contributing to society. 

While most countries have equal-
ized educational opportunities for girls 
and boys, women are still disadvantaged 
in the workplace because they do about 
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Character
Among the country’s senior economic and banking 

managers, there are intellectuals and international 

managers who are up-to-date.

Dr. Seyed Ahmad Taheri Behbahani is one of the unique 

personalities in the world of science and practice.

I regret not paying homage to his recent book, "Mismeasuring 

Our Lives".

Dr. Taheri is on the verge of turning 90 and I wish him good 

health and happy days. 
Seyed Hussein Sanaei

Chairman & Editor-in-Chief
Iran International Magazine

Mismeasuring 
Our Lives

All over the world people believe they are being lied to, that 
the figures are false; that they are being manipulated. 

And there are good reasons for feeling this way. For years 
people whose lives were becoming more and more difficult were 
being told that living standards were rising. How could they not 
feel deceived?
“Nothing Is More Destructive of Democracy”

— Nicolas Sarkozy, 
Mismeasuring Our Lives: Why GDP Doesn’t Add Up (2008)

Several years ago, by chance I had 
an opportunity to see a fascinating 
book written by professor Ehsan 

Masood entitled “The Great Invention, 
The Story of GDP and the Making and 
Unmaking of the Modern World”. This 
marvelous book made me interested in 
the subject and urged me to translate the 
same into Persian for the benefit of the 
academia, central bankers, policy makers 
and the media.

This book is an interesting story 
about the history of appearance of GDP 
and the motivations of those who first 
created this economic index for measur-
ing the growth of economy, hence it is 
claimed to show the development and 
prosperity of the nations, so they called 
it “The Great Invention of the Century”.

Despite the fact that since the end 
of the Second World War, GDP has been 
recognized and adopted as the favorite 
and principle index, by the world lead-
ers and the major influential international 
bodies, as the most prominent and well 
accepted index for the measurement of 
the economic development and prosper-
ity of the nations, but this scale, ever-
since, has been challenged for its defi-
ciencies, by the famous and prominent 
economists, who believed that this was 
not an adequate measure to cover all the 

major aspects of people’s lives and to 
show the degree of their prosperity and or 
their poverty and depravations.

As we have seen from the crash 
of 2008, GDP can mask poverty and or 
social unrest, as it is unable to record the 
number of people being in debt or out 
of job. The most powerful example of 
a country where attractive GDP figures 
covered up deep social and economic 
problems was the well- known story of 
Tunisia. The country which was famous 
as the crucible for the unrests and the 
uprisings in 2011, known as the Arabs 
revolutions, and were frequently called as 
the “Arabian Spring”.

These revolutions started in various 
Arabian countries, when a young street 
vendor, named Mohamed Bouazizi, set 
himself a light on 17th December 2010 
because of poverty. The man who was 
the sole breadwinner for his family, took 
such an extreme decision as he did not 
have enough money to bribe the city’s 
corrupt police to allow him to continue 
his trading.

 Until the day Bouazizi committed 
suicide, it was believed by the economists 
that Tunisia under the rule of Zine El 
Abidine Ben Ali was a prosperous and 
growing economy with opened markets 
to international trade. Tunisia per capita 

GDP was $4,169.00 in 2010, much higher 
than the years before, for which the 
government was admired by the major 
international bodies, including European 
Union and the OECD. The policies of 
Ben Ali were enriching a small Tunisian 
middle class, which had enough money 
to spend on more expensive things. This 
situation led to an increase in consumer 
spending. The businesses were also 
investing and income from exports was 
going up, particularly in clothing, crude 
oil, and high technology. What they could 
not see in this scenario was that about one 
person in eight of working age had no job. 
Because the figures of unemployment are 
not recorded in the GDP formula, and it 
has no means to measure the prosperity, 
happiness and the contentment of the 
people or otherwise. Therefore, Tunisia 
seemed to be the model of growing 
economy. 

This example demonstrates another 
deficiency in GDP. This index doesn’t 
show that there is rising inequality in a 
society. Even in the rich countries where 
GDP has been steadily growing, average 
household income has not been growing 
at the same rate. The resultant situation 
has shown that, since 1999, the growth 
and development in those economies 
has not translated into prosperity for the 

middle and lower classes. According to 
the sources, on 16 September, 2014, The 
New York Times warns in its headline 
that:

“You Can’t Feed a Family with GDP”

Here are other examples of the 
negative aspects of the GDP formula: 

The destructions and the ruins result-
ed from the natural disasters like floods 
and earthquakes, have positive values for 
raising the level of GDP of a country, due 
to the amounts of expenditures incurred 
for the reconstructions. 

Heavy traffic jams on the roads 
which cause pollutions and poisonous 
smokes in the air which create respiratory 
diseases, counts positive in terms of GDP, 
as you spend more on gas being consumed 
in the cars, and a lot of expenses on 
doctors, hospitals and medication to cure 
the respiratory problems. 

On the whole, this index was 
designed and adopted by the wealthy 
nations just to show the growth of 
the volume of their productions, the 
amounts of money spent on the daily 
consumptions by the households and also 
the amount of funds spent on the various 
governments projects. Above all, the 
wealthy governments are very keen and 

proud of seeing their names to appear at 
the high positions of the prestigious table 
of the world’s league. Hence, they never 
agree to change GDP with another index 
which might show their countries at the 
lower positions on the league table.

A great personality who seriously 
revolted against GDP and turned his back 
to what he had learnt at the macroeco-
nomics class of Cambridge University at 
the time of John Maynard Keynes, was a 
young Mahbub-ul-Haq, who first serves 
as the Pakistan’s chief economist and 
later on as the Finance Minister of his 
country. He was looking for an index that 
could take into account quality of life, 
citizens’ level of education, and their life 
expectancy at birth. He later writes: “Any 
measure [GDP] that values a gun several 
hundred times more than a bottle of milk 
is bound to raise serious questions about 
its relevance to human progress”.

Later on, when Mahbub-ul-Haq 
moves to USA to take up a position at 
the UNDP, he invites his old friend of the 
old days of Cambridge economics class, 
Amartya Sen, the prominent economist 
and later a Nobel Laureate, who was too, 
against GDP, to join him in designing the 
“United Nations’ Human Development 
Index” which has so far come closest to 
“dethroning GDP.”

A canny and clever European 
politician who also was very much 
concerned of the effects of GDP, was 
President Nicolas Sarkozy of France, who 
strongly believed that GDP does not value 
those aspects of life that French culture 
represents for, and even it does not value 
those aspects of life that have no relations 
with money. Being impressed by the poor 
standards of living and the discontent and 
doubt of the people all around the world, 
of the economic data published by the 
authorities, he not only tried to discover 
the problems and the deficiencies of GDP, 
but also to find a remedy for them. His 
aim was “to take a shot at no less than 
GDP itself.”

Sarkozy decided to have a meeting 
with three prominent and respectable 
thinkers all on the left of economic 
policy to ensure whether they would 
agree with his thoughts on GDP. He 
invited Joseph Stiglitz, the Nobel Prize 
winner and an influential personality 
in support of reducing inequality; also 
Amartya Sen, the co-inventor of the 
Human Development Index and now a 
Nobel Laureate too, and also Jean-Paul 
Fitoussi, Sarkozy’s economics professor 
at Sciences Po, Paris.

In 2007, Sarkozy asked these econo-
mists to invite more of their colleagues 
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and organize a committee and discuss 
the issue of measuring the economies and 
to summarize for him the latest possible 
alternative ideas for the present GDP 
index. This committee was set up under 
the name of “The Commission on the 
Measurement of Economic Performance 
and Social Progress” comprising thirty 
university professors and various experts 
and prominent personalities from differ-
ent influential world bodies. They spent 
eighteen months to study and analyze, 
and finally prepared a comprehensive re-
port for President Sarkozy, on the ideal 
components of the indices and the criteria 
for measuring of economic performance 
and quality of Life. The committee mem-
bers believed that the kind of metrics that 
are being used in measuring our economic 
performances, will shape our beliefs and 
our inferences on our standards of living. 
They recommended that we should shift 
our emphasis from production to well-
being and quality of life. 

relationships;
vii. Environment (present and future 
conditions);
viii. Insecurity, of an economic as 
well as a physical nature.

All these dimensions, shape peo-
ple’s well-being, and yet many of them 
are missed by conventional income mea-
sures.

The Commission’s report covers in 
minute details all aspects of standards of 
living and the various dimensions of the 
indices, necessary for the measurement of 
wellbeing and the prosperity of the people 
and how to organize the economies of the 
nations.

The Commission concludes its 
report with a comprehensive list of 
recommendations on a wide variety 
of indicators for the assessment of 
sustainability on various aspects of the 
standards of living.

As we have seen from 
the crash of 2008, GDP 
can mask poverty and 
or social unrest, as it 

is unable to record the 
number of people being 

in debt or out of job.

Sarkozy decided to 
have a meeting with 
three prominent and 

respectable thinkers all 
on the left of economic 

policy to ensure whether 
they would agree with his 

thoughts on GDP.
The concerns raised by President 

Sarkozy and the creation of this Com-
mission had attracted a global attention. 
There has been a resonance throughout 
the world; even before the work of the 
Commission, as Bhutan had created in 
this direction, a measure of GNH (Gross 
National Happiness), a symbol of total 
happiness for its nation.

The Commission has identified the 
following key dimensions for the stan-
dards of living and it has recommended 
that these standards should be taken into 
account simultaneously:

i. Material living standards (income, 
consumption and wealth);
ii. Health;
iii. Education;
iv. Personal activities including work;
v. Political voice and governance;
vi. Social connections and 

The Commission believed that their 
study was neither the beginning nor the 
end of a journey. They hoped that, what 
they have mentioned in their report 
would be a sort of motivation for the 
concerned economists and policymakers 
from different parts of the world to join 
them in this effort and come up with any 
other solutions for creating a better and 
acceptable index for the measurement of 
all aspects of the human life.

Let us hope that this would be a 
motivation for the Honourable academia, 
economists, statisticians and the media 
who are concerned for the social justice 
and the economic development in our 
country, and perhaps they would join these 
discussions and complete the unfinished 
journey of the selected Commission of 
President Sarkozy.  
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These days, private banks are 
known as the main culprits of eco-
nomic turmoil in the country. This 

is why some whispers are sometimes 
heard about their dissolution, merger or 
governmentalization. 

However, many economists con-
sider the problems of Iran’s economy be-
yond the issue of the private banks and 
believe that in the same banking system, 
if fundamental reforms were made, for 
example, if the Central Bank had a bet-

Private Banks & Iran’s 
Economic Challenges

ter performance in its record, we would 
not see such critical conditions. On the 
other hand, Hassan Motamedi, a banking 
expert, believes that the achievements of 
private banks should also be taken into 
account. According to him, private banks, 
in addition to having a constructive and 
positive competition with each other in 
developing services and improving the 
quality of banking services, especially 
online services, have also drawn state-
owned and public - private banks to a 

situation we are witnessing today. Some 
of the modern branches of the old state-
owned banks and the off-site services of 
these banks have become competitive 
with private banks today.

Why is criticism against banks so 
widespread? And why is most of the 
criticism is directed at private banks?

Critical groups express different 
reasons for dissatisfaction. First of all, 
the general public is dissatisfied with the 

banks, because they expect the banks to 
meet their financial needs in the event of a 
financial shortage. In addition to compar-
ing their needs with the loud noise of us-
ers in various ways of financial resources, 
especially the use of special relationships 
or even resorting to inappropriate meth-
ods, such as embezzlement in astronomi-
cal figures from banks, which is widely 
reported in the media and cyberspace. In 
addition, due to the extensive connections 
with the outside world, people are aware 
that in most countries, financial resources 
are abundant in the banking network and 
can be easily used to purchase assets and 
even incur current expenditures.

It is heard that on the other side of the 
world, people pay a very small amount in 
cash to own a car: In other words up to 
90% of the cost is paid in installments. 
The same applies to purchasing a house 
which is done through cheap mortgage 
loans. The second unhappy group is the 

owners of large and small enterprises, 
manufacturing and services and busi-
nesses. This group also always wants to 
use the financial resources of the banks to 
manage the current affairs and develop-
ment of their businesses, which the banks 
do not fulfill all their requests.

In addition, although the cost of fi-
nancing by banks in all periods is much 
lower than inflation and other financ-
ing options, but based on the unprofit-
ability of businesses they expect more 
subsidized interest rates. In addition to 
the above two groups, representatives 
of the establishment from top to bottom 
express dissatisfaction with the banks. 
This group, for their part, is under their 
mission due to the pervasive desire to 
use banking resources in resolving mat-
ters, and they have a very high echo in 

Critical groups express 
different reasons for 

dissatisfaction. 
First of all, the general 

public is dissatisfied 
with the banks, because 
they expect the banks to 

meet their financial 
needs in the event of a 

financial shortage.
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expressing their criticism to welcome the 
above two groups and express their sym-
pathy with them. Of course, at the top of 
this group are the MPs to prove their ef-
forts to pay attention to the rights of their 
patrons, namely the voters.

Of course, a brief glance at the next 
rounds of election adds to the intensity 
of this announcement of presence. The 
mass media of video, print and virtual 
communication, especially the IRIB 
(radio and television), in line with the 
prevailing atmosphere and in compliance 
with the likes of all dissatisfied and critical 
of each other in the range of criticizing 
the banks, publish content with maximum 
excitement.

In most of the obvious effects of the 
presence of private banks in the banking 
system, especially the comprehensive in 
person and online banking services us-
ing information technology, attention to 
modern marketing principles and custom-
er relationship management are ignored.

What are the achievements of pri-
vate banks in Iran? Very positive devel-
opments in good governance, improving 
transparency and reporting and provid-
ing modern banking services amidst the 
demand for cheap resources are among 
the other services of private banks. They 
have been constructive and positive. 
They have also brought state-owned and 
private banks to the arena. 

Today, many problems in the 
Iranian economy are related to the 
state of the banking system, especially 
private banks. What do you think?

Note that today the government still 
has the main share in the management of 
banks, including the sources of deposits 
and bank assets. Although it is not pos-
sible to address this issue in this article, 
in a word, private banking in the country 
still has no appropriate place. In addition 
to large state-owned banks and affiliated 
banks, the so-called privatized banks are 
still governed under strong government 
management. The performance and eval-
uation of banks has a significant impact.

 The problems of today’s economic 
turmoil have not arisen recently, but 
are the result of the cumulative effects 
of more than half a century of perfor-
mance. If today we see widespread eco-
nomic problems and their consequences 
in people’s livelihoods, unemployment, 
environmental crisis, water crisis and dis-

order in governance processes and we do 
not get rid of the unbelievable categories 
of astronomical rent distribution such as 
energy rent, all such troubles affect the 
current policy-making and management 
of the country’s banks it has left its unfor-
tunate impact in the banks.

Every year, millions of interest rate 
contracts partially lead to non-perfor-
mance and a percentage of them lead to 
enforcement and acquisition. Those who 

have developed their business well and 
have made good use of their banking re-
sources and achieved successful ventures 
and have become affluent classes usually 
do not regard even a small role for the 
banks. 

They see their savings today an 
outcome of their hard work today and 
expect banks to provide them with higher 
resources and grow exponentially. This 
situation seems to continue to lead to 

competition, abuse, resort to all kinds 
of relationships, mainstreaming and 
pressure.

The resources thus obtained by the 
beneficiaries will have no reason for 
voluntary refunds and returns, and a sig-
nificant amount of funds will either be 
converted into various assets by users or 
deposited as bad and unproductive assets 
in bank accounts. This road is unfortu-
nately designed one-way and this rule is 

the source of all grievances, and disputes.

What to do?
There is a solution. Time and again 

in countries with different and diverse 
conditions, the level of development, 
governance structure, economic, social, 
political conditions, reforms have led to 
relatively successful results. We do not 
need to invent this wheel, it is enough to 
design a special plan according to the lo-

cal characteristics and pay special atten-
tion to the conditions in which we are, 
by carrying out comparative studies and 
utilizing the existing global experiences, 
and implement it in the country with ap-
propriate phasing. In the first step, of 
course, it is necessary to prepare and pass 
appropriate legislation for policymakers 
and monitors of the monetary sector with 
the characteristics of independence and 
authority and governance structure. Ad-
equate conditions in the first stage will be 
to create the necessary understanding and 
eliminate the existing misunderstandings 
and inevitably stop the current interven-
tions of the governing bodies including 
the legislature, the government and rele-
vant organizations, the media, especially 
the IRIB and the press.

Finally, a reform plan should be pre-
pared and implemented by formulating 
an amendment plan with the strategy of 
the Central Bank as a policy maker and 
supervisor with the participation of the 
banking network, including the owners 

 The problems of today’s 
economic turmoil have 
not arisen recently, but 

are the result of the 
cumulative effects of 

more than half a century 
of performance.

and managers of the banks reach the ap-
propriate requirements and options. Then, 
within the framework of the Central 
Bank’s guidelines and the participation of 
banks, an operational plan should be pre-
pared and approved. Then, according to 
the prepared plans, with appropriate stag-
ing and scheduling, separate short, medi-
um and long-term measures of the plans 
should be implemented so that at the end 
of the plan implementation period, which 
may last up to five years. The country’s 
banking system, along with performing 
its daily duties and services, should have 
the minimum acceptable conditions with 
gradual improvements and reforms. Cer-
tainly, the frozen resources resulting from 
40 years of unfavorable and undesirable 
actions and mismanagements cannot be 
adjusted and compensated quickly and in 
the short term. 
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Iran’s foreign trade is currently in 
its weakest position in regional 
and international circles. Neither 

imported goods are cleared at customs in 
a timely manner and the required foreign 
exchange is secured, nor do export goods 
enter competitive markets with a specific 
strategy. What atmosphere does the new 
government face?

For the first time in decades, a con-
vergent government with the parliament 
and the judiciary has gained power in 
the country. In other words all the three 
powers are now in the hands of the Prin-
ciplists (Osoul Garayan) and therefore 
the conditions have been prepared for the 
new administration to start work; In the 
meantime, the Principlists had announced 
that if one day the government became 
uniform, everyone would work together 
and things would go better; Now the time 
has arrived for this group to administer 
the country in a way that the situation 
would improve for economic activists 
and the Iranian economy. When Ronald 
Trump became president of the United 
States, I pointed out that more important 
than Trump’s efforts to cause Iran more 
trouble, it was the first time that Congress 
and the Presidency were in harmony, and 
that created a lot of problems for Iran. 
Today, the same is happening in Iran, 
and the parliament, the judiciary, and 
the president all belong to the Principlist 
camp. Meanwhile, economic activists ex-
pect now that the government is in line 
with the Principlists, better conditions 
should prevail in the country.

What courses should the 
government take in order to meet the 
expectations of economic actors?

There are no more than two courses 
in front of the country that can at least 
save Iran from trouble and from taking 

surgery; another way is to introduce 
reforms which also has its own terms. The 
third route, if it is taken, is the Venezuelan 
experience, which is a convenient and 
accessible route such as the current 
situation in which the Iranian economy 
is immersed in sanctions, increasing 
liquidity and unhealthy budget conditions 
that have plagued the country since 1997; 
Therefore, we should distance ourselves 
from the third path, because we hope 
that reason, logic and responsibility will 
require that this path is not one of the 
leading pathways; Because it pushes the 
country towards irreversibility and four-
digit inflation.

But they have two different ap-
proaches to structural reform and policy 
reform. When I was the chairman of the 
Chamber (of Commerce), we had a meet-
ing with Mr. Tayebnia, the then Minister 
of Economy, about the reform of Iran’s 
economic structure; moreover, we voiced 
our interest in a serious structural reform 
in the midst of the developments related 
to the Joint Comprehensive Plan of Ac-
tion (JCPOA) era; There, social capital, 
the possibility of interaction with the 
world and hope in the future seemed to 
let this happen; Mr. Tayebnia recalled that 
he had a trip to India where he asked an 
Indian official how structural reforms had 
taken place in his country. The Indian of-
ficial said that when the issue of structural 
reform was raised in the government, ev-
eryone knew that this path would make 
things difficult for the people for a very 
long period of time, and even this could 
lead to the fall of the government or not 
winning people’s vote but in any case, a 
government would come to power for a 
4-year term. 

But after much deliberation, the 
government and the prime minister 
came to the conclusion that they should 
accept the damage with open arms and be 
prepared to face charges, grievances and 
ambiguities, Nevertheless, the reform of 
the structure and initial movement began 
and huge pressure was put on the people. 
Our first four years passed under these 
conditions and the incumbent party did 
not receive enough votes.

The next party won the race and 
the new Minister of Economy held a 
meeting with the officials in charge of 
reforming the structure of the previous 
government, and it was decided that they 
should continue the previous process 
and go ahead with structural reforms. 

Interestingly this party too could survive 
only for one term (four years) but the 
projects continued. The third party also 
supported the project and as a result the 
restructuring took place;

So when we want to do some 
infrastructural work, we must not look at 
the ballot box and the flow of desirability 
and popularity; But Iran’s economy is 
moving from a distribution, rent-seeking, 
government-dependent economy to a 
free and competitive economy based on 
market economy; But the first thing that 
occurs is that the bad effects and bad 
results of the past, which have plagued 
the rentier and government economies for 

Where Is the 
Outlook for 

Foreign Trade?
irreversible course. The third path is 
a catastrophic course that no one is 
interested in its implementation. In fact, 
the two paths are fundamentally different 

and their performance is different in the 
short, medium and long terms. One way 
is to reform the structure so that the entire 
Iranian economy undergoes a serious 

more than five decades, are visible; But 
the basis of the economy is reformed and 
the atmosphere becomes competitive, 
which is what Turkey, India and Poland 
have done.

This is the basic and fundamental 
way; But I do not hope that the thirteenth 
government will follow this path; Be-
cause, unfortunately, the desirability and 
continuity of work and the path of power 
have always dominated the infrastructure 
and structural work; So if the first step, 
which is long-term, is chosen in the short 
term, it will put serious pressure on the 
people; But the way to victory and sal-
vation of Iran’s economy is that we will 
change from a bankrupt economy to a 
prosperous economy. The second step is 
to reform the policy, which may move the 
situation from the status quo for a while, 
but this is the five principles of entering 
the international arena and overcoming 
sanctions, which is the main need in the 
current situation, without which our work 
will yield no result and we cannot move 
the next four step to the next side. The 
twelfth government is doing its best and 

There are no more than 
two courses in front of 
the country that can 

at least save Iran from 
trouble and from taking 

irreversible course. 
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is interested in handing over power to the 
thirteenth government after settling the 
sanctions and reaching a new agreement. 

The second step is for the govern-
ment to avoid entering the market and 
pricing. It must stop, for instance hold-
ing market regulation meetings and con-
stantly pricing and monitoring goods and 
managing the market by force and in 
practice so that a market environment for 
competitive work in this field is created.

Exercising supervision over the ac-
tivities of producers and controlling the 
prices is actually moving the country in a 
direction that poses a serious problem for 
production and employment. The third 
step is to dry up the sources of rent and 
the exchange rate of 4,200 tomans (for 
one USD), and to eliminate the many 
restrictions and deprivations, incorrect 
pricing and unwarranted supervision. 
We need to correct the wrong policies 
of the past to change the situation. If we 
take away this item of 4200 tomans (per 
USD), tens and hundreds of circulars and 
instructions must be changed; because all 
of them have been rented in the currency 
space, and because of the wrong base, 
wrong decisions have been made on it.

The fourth step is to remove the 
annoying laws and the many licenses that 
all the presidential candidates mentioned, 
which also goes back to the amendment 
of the laws and must be done, while to 
facilitate the work, we must move the 
space towards removing the bothersome 
laws; Because it is not necessary to 
obtain a license for production from ten 
organizations; Instead, all these permits 
should be collected and what is referred 
to as the single trade window should be 
operationalized so that we could have a 
better space to start businesses. 

The fifth step is to fight corruption; 
we must prosecute corrupt individuals 
and arrest embezzlers and bribe-takers; 
we must eradicate corruption because 
some of the misplaced money in the 
possession of some organs has caused 
corruption; so these five steps can be 
effective in policy reform.

What are the do’s and don’ts in 
foreign trade for the 13th government?

In foreign trade, three basic 
principles must be considered; First, 
our relationship with the outside world , 
including neighboring and other states; 
Secondly, the conclusion of regional 
and global treaties; and thirdly, halting 

releasing numerous directives and 
creating an unsuitable environment for 
exports and imports, all three of which, 
incidentally, have been violated in recent 
years. This means that today we do not 
have stable exports and imports from 
neighboring countries and the world, nor 
in trade agreements, we have defined a 
reciprocal flow for any of the countries 
and international unions. But the most 
important thing in the discussion of laws 
is that hundreds of other destructive 
circulars have been issued with the 
support of a directive such as allocation 
of one USD for 4,200 tomans.

These issues have made the space 
unfavorable for doing business, which 
should be seriously revised. Things must 
take place from the very beginning that 
the US dollar was set at 2400 tomans 
and export restrictions and bans were im-
posed; this should be done in a way that 

would lead the economic environment 
towards competition and interaction with 
the world. In my opinion, the locomotive 
of a country’s economy is not industry 
and mining but trade; That is, if a coun-
try’s trade is active and its trade activities 
flourish, industry, mining, production, 
and agriculture will certainly follow suit.

In the 1940s and early 1950s, the 
then Minister of Economy, Mr. Alikhani, 
established industry in the country 
through merchants and foreign traders; 
because these people, as businessmen, had 
the opportunity to produce commercial 
goods in the country. So the driving force 
is economic movement and the creation 
of a trade economy. If you build a house 
without doors and windows, a greenhouse 
will be created that has no way out and 
will destroy you; A country should also 
be considered as a greenhouse, whose 
economic space should have a window 
to the world and a way in and out, and if 
we want to have a prosperous economy, 
the air of this space is trade, which should 
be connected to the world and based on 
needs. And the connections of the world, 
on this earth and space to produce the 
necessary product. Therefore, the priority 
of the thirteenth government is neither 
industry, nor mining, nor agriculture. The 
priority goes to trade in order to actually 
provide the space for productive output in 
industry, mining and agriculture. 

In the 1940s and early 
1950s, the then Minister 

of Economy, 
Mr. Alikhani, established 
industry in the country 
through merchants and 

foreign traders

IAEA Strikes Deal with Iran
Rafael Mariano Grossi, Director-

General of the International 
Atomic Energy Agency, arrived 

in Tehran on September 11, on the eve 
of the UN International Atomic Energy 
Agency Board of Governors meeting; 
Earlier, a Wall Street Journal reporter 
claimed that Tehran had opposed the trip.

After a two-hour meeting between 
Grossi and Mohammad Eslami, the head 
of the Atomic Energy Organization, it 
was decided that first the technical talks 
would continue in Vienna,  and then the 
IAEA Director General would travel 
to Tehran again in the near future to 
follow the talks. The memory cards were 
Installed as before and replaced with new 
ones; this means that the camera memory 
is not currently erased. Agency inspectors 
are also permitted to service the specified 
surveillance equipment.

 Camera memory is not erased

“We had constructive talks and the 
IAEA Director General was scheduled 

to visit Tehran in the near future to hold 
talks with the authorities,” the IAEA chief 
said after meeting with Rafael Grossi in 
Tehran. He will come to Tehran in the fu-
ture, he said, adding, “We have agreed to 
replace the memory cards of the agency’s 
cameras, which is part of the safeguards 
framework.” 

He noted: “All measures are aimed 

at building trust and the IAEA will play 
an effective role in fulfilling its legal du-
ties,” Eslami told reporters after meeting 
with Rafael Grossi. According to IRIB, 
Head of the Atomic Energy Organization 
continued: “We also agreed that the rele-
vant technical team would come to Iran to 
replace the memory cards of the technical 
surveillance cameras and take the neces-
sary measures to be done technically for 
the cameras.” Eslami further said that he 
will seal the memory cards here accord-
ing to the previous procedure and install 
new ones.

Need for dialogue between 
Iran and IAEA

After meeting with Eslami, Rafael 
Grossi also stressed the need for dialogue 
between Iran and the IAEA on various is-
sues. According to ISNA, in a joint press 
conference with Mohammad Eslami, the 
IAEA Director General stressed the need 
for dialogue between Iran and the IAEA 
on various issues. “This is my first meet-

“We had constructive 
talks and the IAEA 

Director General was 
scheduled to visit Tehran 

in the near future to 
hold talks with the 

authorities,” the IAEA 
chief said after meeting 

with Rafael Grossi 
in Tehran.
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ing with Mr. Eslami since his appoint-
ment. This visit is very important for me 
because it is after the new government 
comes to power in Iran. This means that 
Iran and the IAEA must work together 
and expand their cooperation. He praised 
the positive and in-depth conversation 
he had with Mohammad Eslami, say-
ing, “We need to negotiate and exchange 
views on various issues. This is one of the 
most important events in the world.” 

Referring to the agency’s general 
conference in Vienna in less than two 
weeks. Grossi said: “I was pleased to 
hear that Mr. Eslami is chairing the 
Iranian delegation to this conference, 
and we agreed to continue the talks 
in Vienna, after which I will return to 
Iran for high-level talks with Iranian 
officials.” The Director General of the 
IAEA, while assessing the talks with the 
Iranian delegation in the Atomic Energy 
Organization as positive, added: “Positive 
cooperation between Iran and the IAEA 
is very important for the continuation of 
the IAEA technical equipment and this 
is an important guarantee for Iran and 
the world to continue the next positive 
agreement.”

“This constructive cooperation is ef-
fective for future peaceful co-operation,” 
he concluded, acknowledging the co-op-
eration of the IAEA team in the technical 
negotiations.

Grossi’s visit to Tehran came on 
the eve of a forthcoming meeting of the 
Board of Governors, following a recent 
IAEA report that IAEA observers’ in-
spections of Iran’s nuclear sites had been 
“severely weakened” following Iran’s de-
cision not to comply with its obligations. 
Grossi’s visit to Tehran has been the re-
sult of intensive negotiations over the 
past few days. Three sources close to the 
talks told the Wall Street Journal that the 
trip came after the two sides agreed on 
the International Atomic Energy Agency 
(IAEA) inspectors’ re-access to Iran’s 
nuclear activities and Tehran’s coopera-
tion in the IAEA investigation. There has 
been some speculation that Grossi’s trip 
may be aimed at gaining access to cam-
era images of nuclear facilities, Press 
TV quoted an informed source as saying 
on Friday night, citing an IAEA director 
general’s visit to Iran. The Agency does 
not have access to the camera images of 
the nuclear facilities. 

Fighting Climate 
Change with Innovation
When we gathered in Paris in 

2015 to hammer out the his-
toric climate deal, few of us 

dared hope that by 2021 more than 60 
countries—representing over half of 
global emissions—would have commit-
ted to net zero emissions by mid-century. 
In addition, 4,500 non-state actors, such 
as companies, cities, regions, and other 
institutions, have embraced a net zero tar-
get. Asset owners and managers are also 
now stepping up, with over $40 trillion of 
assets under management committed to 
net zero portfolios by 2050. 

What has brought us to this inflection 
point of hope edging out despair? 

Innovation—in institutions, under-
standing, technology, and leadership. The 
Paris deal itself was hugely innovative. 
Politics ruled out a legally binding trea-
ty, so a new approach had to be forged. 
Fiercely criticized by some for its vol-
untary nature and non-binding targets, it 

was predicated on the belief that despite 
a modest first round of commitments, 
growing scientific evidence, falling tech-
nology costs, and rising citizen demands 
for action would lead to more ambitious 
targets over time. Recent evidence ap-
pears to support this hypothesis, although 
it will be essential to continue to ramp up 
ambition in the years ahead if the Paris 

Agreement’s targets are to be met. 
There has also been innovation in 

the economic understanding of climate 
change. Not long ago economists, politi-
cians, and business leaders overwhelm-
ingly believed in a trade-off between 
climate action and economic growth. The 
cost of action today had to be weighed 
against the benefits of avoided costs in 
the distant future, with the discount rate a 
major focus of debate. This view has been 
largely replaced by an understanding 
that smart action against climate change 
doesn’t only stop bad things happening, it 
leads to increased efficiency, drives new 
technology, and lowers risk. These ben-
efits in turn stimulate investment, gener-
ating jobs, creating healthier economies, 
and boosting the livelihoods and well-
being of citizens, even in the near term. 

We’ve also seen important innova-
tions in leadership. When in 2019 the 
Intergovernmental Panel on Climate 

Most dramatically, 
of course, innovation has 

driven down costs and 
introduced 

new technologies, 
and this must pick up 

speed throughout 
the current decade. 
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Change (IPCC) concluded that the risks 
of 2°C average warming were simply 
too great, and recommended a maximum 
warming of 1.5°C, it implied a consider-
ably more difficult task ahead. Many ex-
pected climate leadership to evaporate in 
the face of a much steeper hill to climb. 
However, once the magnitude of the 
necessary revolution became apparent, 
enlightened leaders recognized that they 
had to be all-in to manage risks and seize 
opportunities. Investors, staff, and cus-
tomers wanted visionary leaders on the 
right side of history. To be sure, there are 
business and political leaders, as well as 
critical segments of the population, who 
have vested interests in maintaining the 
status quo and are resisting change, but 
the discourse is quite different today than 
it was only a few years back. 

Most dramatically, of course, 
innovation has driven down costs and 
introduced new technologies, and this 
must pick up speed throughout the current 
decade. 

A Disruptive Decade Ahead 
Despite this good progress, we are 

far from an emissions trajectory that 
avoids even worse effects of climate 
change. Even if pledges are fully 
implemented, there remains a wide gulf 
between our current emissions path and 
one that achieves the Paris Agreement’s 
goals. Communities around the world are 
seeing the impact of just 1°C of warming, 
from extreme heat to uncontrollable fires 

to withering food crops to disappearing 
ice. The future world will be increasingly 
unrecognizable unless we transform our 
actions. 

Consider the scale of transformation 
required to limit dangerous warming. The 
share of renewables in power generation 
must move from about 25 percent today 
to almost 100 percent by 2050, and 
unabated coal will need to be phased out 
six times faster than it is today. We must 
renovate our buildings with zero-carbon 
heating and cooling and improved energy 
efficiency at a rate of 2.5–3.5 percent 
by 2030—significantly higher than 
today’s rate of 1–2 percent. While crop 
yields are expected to rise in the coming 
decades, according to the UN Food and 
Agriculture Organization, they must do 
so even more quickly on existing lands 
in order to meet a growing population’s 
food needs without encroaching upon 
forests, doubling recent rates over the 
next 10 years. This growth must at the 
same time avoid agricultural expansion 
and maintain soil health as well as water 
quantity and quality. 

Innovation will be critical to achiev-
ing these goals. The International Energy 
Agency’s (IEA’s) new net zero roadmap 
notes that the needed decarbonization 
by 2030 is largely achievable with read-
ily available technologies, but by mid-
century almost half of required emissions 
reductions will call for technologies that 
are not yet on the market. Reliance on 
technologies still under development is 

even higher for harder-to-abate sectors, 
such as long-distance transportation and 
heavy industry. 

Three innovation opportunities 
alone—direct air capture and storage, ad-
vanced batteries, and hydrogen electro-
lyzers—can deliver roughly 15 percent of 
cumulative emissions reductions between 
2030 and 2050. Efforts to spur innovation 
must focus not only on research and de-
velopment of these technologies but also 
on the technologies and infrastructure 
these solutions depend on, such as inte-
grated grids and battery storage. 

Some trends already show incredible 
promise. Battery pack prices have fallen 
almost 90 percent over the past decade. 
We have seen exponential growth in re-
newables, now the technologies of choice 
in many places. And electric vehicle (EV) 
sales have accelerated, with a growing 
number of governmental phaseouts of 
internal combustion engines, subsidies to 
increase EV demand, and car companies’ 
embrace of EV fleet targets. 

‘Systems Change, 
Not Climate Change’
The famous slogan from climate 

protesters, “systems change, not climate 
change,” gets it right. Incremental change 
that doesn’t quickly lock in a different 
trajectory will not deliver the change we 
need. Change must be systemic. History 
has demonstrated that seemingly impos-
sible change can come about, but only 
when the right combinations of drivers 

come together. 
Addressing the climate crisis will 

also require innovation in many other are-
nas, such as finance, institutional design, 
novel partnerships, philanthropy, and in-
ternational cooperation, to name a few. 

Take technological carbon removal, 
for example. The IPCC and National 
Academies of Sciences suggest that, by 
mid-century, 8–10 gigatons of carbon di-
oxide (GtCO2) may need to be removed 
annually, but we cannot rely on any one 
approach to achieve that scale. Natural 
approaches, such as landscape restora-
tion, may remove 5–6 GtCO2, with sig-
nificantly renewed efforts, but engineered 
approaches such as direct air capture and 
storage will be needed as well if we are to 
remove and store carbon as much as the 
latest science suggests is necessary. 

Yet many technological approaches 
remain at the earliest stages of develop-
ment and require drastic cost reductions. 
Only a few companies are piloting direct 
air capture today. Scaling capture and 
storage will not only rely upon technolog-
ical innovation to reduce energy inputs 
and costs, it will also depend on policy 
support such as tax credits, greater market 
demand, and public and private invest-
ment, among other factors. And in addi-
tion to support for the technology itself, 
another set of drivers must come together 
to support its enabling infrastructure. 

The decarbonization of cement pro-
duction, one of the world’s most energy 
intensive materials, is another example 

of the need for innovation. Demand for 
cement is growing far more quickly than 
innovation is offering solutions. For a 
1.5°C compatible pathway, the energy 
intensity of cement production must drop 
40 percent in the next decade. Emissions-
cutting strategies, such as novel cements 
that require less heat to produce, and the 
use of carbon capture and storage are not 
fully mature. In addition to investments in 
large-scale demonstration projects, scal-
ing will require supportive policies such 
as low-carbon performance standards and 
updated industry standards. Public pro-
curement incentives and mandates will 
also be key to stimulating demand. 

Financing Needed
The IEA estimates that $90 billion 

in public financing is needed as soon as 

possible to support demonstration proj-
ects for the energy transition before 2030, 
though only $25 billion is budgeted over 
the next decade. We must find new ways 
to leverage private investment while 
boosting and better aligning government 
spending. Policy and regulatory frame-
works tailored to an innovation agenda 
and additional reduction of risk are need-
ed to attract more private investment. 
Developing economies in particular need 
significant support—in the form of fi-
nancing, technology transfer, and capac-
ity building—to reap the benefits of inno-
vation and move to a low-carbon future. 

With the right support, society’s 
transformation could take off in a way 
previously unimaginable—providing 
tremendous opportunities, including new 
job opportunities and the creation of whole 
new industries. It could also provide 
significant health benefits—for example, 
through air quality improvements. But it 
must be properly nurtured. 

The transformation will no doubt be 
disruptive. Governments measures must 
ensure that transitions are just and equita-
ble, especially for workers and industries 
currently tied to a carbon-intensive future. 
Our recovery from COVID-19 presents a 
near-term opportunity to reshape our cur-
rent systems and advance solutions for 
the future—instead of further locking in 
our fossil-fuel-intensive past. 

By: Kelly Levin and Andrew Steer

The IEA estimates that 
$90 billion in public 
financing is needed 

as soon as possible to 
support demonstration 
projects for the energy 
transition before 2030, 
though only $25 billion 

is budgeted over 
the next decade.
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We are facing a global climate 
emergency that demands 
immediate action and long-

term solutions, with financial institutions 
uniquely positioned to help support a net 
zero carbon future and a more sustainable 
world.

The urgency has never been greater: 
polar ice is melting and sea levels are ris-
ing, as are global temperatures. The Na-
tional Aeronautics and Space Administra-
tion reports that last year tied with 2016 
as the warmest on record since record-
keeping began in 1880, and that 19 of the 
warmest years have occurred since 2000.

Given the stakes, it’s no surprise 
that investors are keenly focused on the 
climate change crisis. A 2019 Harvard 
Business Review study found that sus-
tainability and environmental, social, and 
governance issues are now a top priority 
for leading investment firms and public 
pension funds. As the study points out, 
the world’s largest asset owners have tril-
lions invested in the global economy and 
multigenerational obligations that call for 
a long-term view of systemic risks; they 
can no longer afford to let the planet fail.

The next few years will be pivotal 
and consequential. Last year, with 
the world’s attention understandably 
centered on the global pandemic, the UN 
Climate Change Conference, scheduled 
for November 2020, was postponed until 
this fall. Sustainable finance will feature 
prominently on the agenda, specifically 
mobilizing public and private funds to 
mitigate the causes of climate change.

Private Sector’s Role 
We know that public financing alone 

will not be sufficient to the task: the Unit-
ed Nations estimates that by 2030, costs 
may range from $140 billion to $300 bil-

lion a year, rising to $280 billion to $500 
billion annually by 2050, well above the 
$100 billion a year commitment expected 
from developed economies.

As financiers of the global economy, 
banks will play a key role in supplement-
ing public financing targeted at climate 
change. Banks also can help by aligning 
their lending with the Paris Agreement’s 
goal of limiting global warming and di-
recting capital to where it will have the 
most positive impact—for instance, by 
linking financing to environmental and 
social performance. Carbon pricing is 
another area where banks’ involvement 
could prove critical. According to a new 
IMF staff paper, establishing a price on 
carbon emissions offers the most effec-
tive way to halt global warming. Lack 
of an international agreement on carbon 
pricing remains an impediment, however, 
and underscores the need for cross-border 
collaboration.

Large-scale international collabora-
tion is underway in the financial sector. 
The Network for Greening the Financial 
System, launched in 2017, is approach-
ing 100 members, composed of central 
banks and banking supervisors working 
to strengthen the global response on cli-
mate. The Net Zero Banking Alliance, an 
industry-led organization convened by 
the United Nations this spring, brings to-
gether more than 50 banks from two doz-
en countries, with a commitment to net 
zero greenhouse gas emissions by 2050.

As a founding signatory of the al-
liance, Citi announced a commitment to 
net zero greenhouse gas emissions by 
2050, including emissions associated 
with our financing, and for our own op-
erations by 2030. We expect to issue an 
initial plan within the coming year on 
how we’ll achieve this ambitious goal, 

including interim 2030 targets for our en-
ergy and power portfolios. There isn’t a 
straight line to the goalpost as our clients 
include oil and gas companies and other 
carbon-intensive industries. Citi’s Envi-
ronmental and Social Risk Management 
Policy guides us internally and provides 
a framework to advise clients on climate 
change risks and transitioning to a net 
zero economy. We’re also partnering with 
the UN Framework Convention on Cli-
mate Change to accelerate the goals of the 
Paris Agreement through building capac-
ity, connectivity, and awareness. No one 
institution can address the climate crisis 
alone—so we must all work together and 
take concrete steps to achieve net zero.

Commitments and Challenges
Of course, announcements without 

action or accountability are mere words. 
So what must we do, and how will we 
know if we are succeeding? Following 
the money is one way. Citi has commit-
ted to providing $1 trillion in sustainable 
financing by 2030. This commitment in-
cludes extending our environmental fi-
nance target to $500 billion by 2030, plus 
an additional $500 billion in areas such as 
affordable housing, economic inclusion, 
and gender equity. Along with funding 
clean energy, green buildings, and sus-
tainable transportation, we are directing 
funding and advisory services away from 
those that don’t have a strategy to phase 

Investing in 
a Sustainable 

Future

out reliance on coal. Internally, we’re in-
corporating sustainable finance and cli-
mate strategy into the scorecards for our 
CEO and other senior executives. 

Like others, we’re continuing to 
integrate climate change risks into overall 

strategy, corporate governance, and risk 
management practices. The problem? 
Risk assessment requires robust climate, 
company, and asset-level data, so data 
quality and consistency must be improved 
as we assess the impact of businesses on 
global climate change and the impact of 
global climate change on businesses.

Recognizing the need for better 
data and transparent reporting, the Fi-
nancial Stability Board’s Task Force on 
Climate-related Financial Disclosures is-
sued recommendations in 2017 for volun-
tary, consistent climate-related financial 
disclosures, but concluded in 2020 that 
disclosure of the financial impact from 
climate change remains low. As a result, 

As financiers of the 
global economy, banks 
will play a key role in 
supplementing public 
financing targeted at 

climate change. 
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lenders, investors, and insurers can’t 
gauge which companies will struggle or 
flourish amid changes in the environ-
ment, the regulatory environment, tech-
nology, and customer behavior. More-
over, the task force adds, absent better 
data, financial markets “may potentially 
face a rocky transition to a low-carbon 
economy.”

With regard to transparency, I’m 
proud that Citi has reported its green-
house gas emissions for nearly two de-
cades and, in 2018, was the first major 
US bank to release its initial climate dis-
closure report, following the task force’s 
recommendations. Others are doing the 
same; by late 2020, more than 1,500 or-
ganizations had expressed their support 
for the task force framework.

Banks will help fill the information 
gap. Citi and scores of others are working 
through the Partnership for Carbon 
Accounting Financials to develop global 
standards to measure and disclose the 
greenhouse emissions associated with 
bank loans and investments. In a similar 
vein, Citi and other banks have been 
experimenting with the Paris Agreement 
Capital Transition Assessment tool, 
open-source software to align bank loan 
portfolios with climate benchmarks.

As with other crises, we know that 
climate change will disproportionately 
affect communities of color and the poor-

est members of society. Federal Reserve 
Board Governor Lael Brainard highlight-
ed this disparity in a recent speech, noting 
that lower-income communities often are 
in areas that are particularly vulnerable 

As with other crises, we 
know that climate change 

will disproportionately 
affect communities of 
color and the poorest 
members of society.

to climate-related risks, including health 
risks and weather disasters. Steps toward 
a more sustainable future must include 
conversations about environmental rac-
ism and inequality; these issues are in-
extricably connected, and to neglect that 
when undertaking sustainability initia-
tives would be shortsighted and unwise.

Citi’s 2020 ESG report expressed 
our support for action to create a just, 
sustainable future, including through 
carbon pricing and disclosure of climate 
risks, and we’ll continue to report on our 
progress across our many initiatives.   

By: Valerie Smith

Interest rates have always been one 
of the most controversial issues 
in the Iranian economy. When 

the concept of monetary policy was 
formed in Iran and first the National 
Bank and then the Central Bank took 
responsibility for this important issue, 
determining the price of money or the 
interest rate has led to many margins 
and issues. Inflation and high interest 
rates in most countries of the world have 
often become a distant memory rather 
than a daily occurrence. Meanwhile, 
inflation in Iran has settled well and 
the high average inflation rate in recent 
decades has caused the expected rate of 
return in the country to always remain 
high.

At the same time, the sanctioned 
and suffering economy of the country 
in recent decades has needed more than 
anything to follow the path of growth and 
development with the right financing. 
While there are other structural issues, 
including cumbersome bureaucracy and 
foreign issues that limit international 
trade, the high cost and financing itself 
is a barrier to companies being able to 
address their day-to-day development 
issues as they should. 

This has caused, like other mar-
kets, the issue of mandatory pricing in 
the money market seems obvious and 
the policymaker has tried to control 
the Iranian economy from time to time 
by raising and lowering interest rates. 
However, keeping bank interest rates 
low has made money hotter than ever 
over the years with increasing system-
atic risks and, consequently, inflation 
expectations, and its return to all asset 
markets more rapidly. This is precisely 
the reason why with the growth of li-
quidity we have witnessed increasing 
inflation in the Iranian economy in re-
cent years.

All of this has come at a time when 
the pressure of sanctions and declining 
purchasing power, along with a lack of 
working capital and even the money 
needed to create development projects, 
have made the road more challenging 
for producers than ever before, mak-
ing them facing difficulty due to high 
financing costs. In this situation, how-
ever, some believe that due to high in-

Which Interest 
Rate Benefits 

Iranian Economy?

flation and consequently negative real 
interest rates, the country needs to in-
crease interest rates. However, an in-
crease in this rate not only reduces the 
banks’ financing capacity and weakens 
production, but also makes them more 
inclined to bear the costs of making 
deposits more profitable due to their 
unfavorable situation. In other words, 
increasing the cost of financing and the 
same interest rate that can be to the det-

Inflation and high interest rates in most countries 
of the world have often become a distant memory 

rather than a daily occurrence.

riment of the capital market cannot help 
the money market or production much. 
It seems that in the face of the current 
situation, the Iranian economy needs 
more than anything to increase the se-
curity of economic exchanges by re-
ducing systematic risks and respect for 
private property, and while stopping the 
growth of liquidity in order to reduce 
the real cost of money. 
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The past 70 years are a success 
story on many counts. We are 
healthier, live longer, and enjoy 

higher income, on average, than our 
predecessors. The proportion of the 
world’s population in absolute poverty 
has fallen dramatically. As we benefit 
from advances in technology, modern 
science, and food production, we may be 
excused for thinking that humanity never 
had it so good. Global GDP has risen 
enormously since the 1950s, and world 
economic output is 15 times higher. 

These achievements conceal a sim-
ple truth, however, which has profound 
consequences not only for how we think 
about and practice economics, but also 
for the way we live our lives. All the 
prosperity we have enjoyed relies on the 
Nature that surrounds us and of which we 
are a part—from the food we eat, to the 
air we breathe, to the decomposition of 
our waste, to opportunities for recreation 
and spiritual fulfilment. 

Yet the biosphere has diminished 
during that same time. Current extinction 
rates are about 100 to 1,000 times higher 
than the background rate—the normal 
process of species loss—over the past 
several million years. And they are 
accelerating. The chart shows the Living 
Planet Index, which tracks the abundance 
of mammals, birds, fish, reptiles, and 
amphibians. Between 1970 and 2016, the 
population of species fell globally by 68 
percent on average. A recent report by 
the Intergovernmental Science-Policy 
Platform on Biodiversity and Ecosystem 
Services showed that 14 of the 18 global 
ecosystem services assessed were in 
decline. 

We have been drawing down 
Nature’s assets through extraction of 
natural resources, depleting the nutrient 
supply in soils, driving down fish stocks, 
and so on—and using Nature as a sink 
for our waste—burning fossil fuels, 
for example. As a result, the biosphere 
has been severely degraded; some 
ecosystems, such as coral reefs, are at the 
point of collapse. 

Certain events can cause us to reflect 
for a moment. The COVID-19 pandemic 
has prompted many to question the 
sustainability of our relationship with 
Nature, since illegal wildlife trade, land-
use change, and habitat loss are key 
drivers of emerging infectious diseases. 

Economics 
Nature’s Way

Supply and Demand
Earlier this year, The Economics 

of Biodiversity: The Dasgupta Review, 
commissioned by the UK Treasury, was 
published. In this study, I sought to show 
how economics has overlooked Nature. 
Combining what we know about the bio-
sphere from earth sciences and ecology, 
the Review sets out a framework for in-
cluding Nature in our economic thinking 
and provides a guide for change through 
three broad, interconnected transitions. 

The first is to ensure that our demands 
on Nature do not exceed its supply. What 
we demand of Nature (what some term 
our “ecological footprint”) has for some 
decades far exceeded Nature’s ability 
to meet those demands on a sustainable 
basis, with the result that the biosphere is 
being degraded at an alarming rate. 

This persistent demand overshoot 
is endangering the prosperity of current 
and future generations, fueling signifi-
cant risk for our economies and well-be-
ing. Technological innovations—for ex-
ample, those geared toward sustainable 
food production—have an important role 
to play in ensuring that our demands on 
Nature do not exceed its supply. 

But if we are to avoid exceeding 
the limits of what Nature can provide 

while meeting the needs of the human 
population, consumption and production 
patterns must be fundamentally restruc-
tured as well. Policies that change prices 
and behavioral norms—for example, by 
aligning environmental objectives along 
entire supply chains and enforcing stan-
dards for reuse, recycling, and sharing—
can accelerate efforts to break the links 
between damaging forms of consump-
tion and production and the natural en-
vironment. 

Human population growth has sig-
nificant implications for our demands on 
Nature, including for future patterns of 
global consumption. Support for com-
munity-based family planning can shift 
preferences and behavior and accelerate 
demographic transition, as can improv-
ing women’s access to finance, informa-
tion, and education. 

Inclusive Wealth
The second transition involves 

changing our measure of economic suc-
cess. Reshaping the tools used in eco-
nomic measurement is a necessary step 
on that journey. GDP remains a critical 
measure of economic activity when it 
comes to short-term macroeconomic 
analysis. But it is not an appropriate 
measure of long-term economic perfor-
mance. This is because it does not tell us 
how an economy’s assets, particularly its 
natural assets, are being enhanced or di-
minished by the decisions we make. 

We should instead be using a 
measure that accounts for the value of 
all capital stocks—produced capital 
(roads, buildings, ports, machines), 

human capital (skills, knowledge), and 
natural capital. We may call that measure 
“inclusive wealth.” Comprising all three 
types of capital, inclusive wealth shows 
the benefits from investing in natural 
assets and the trade-offs and interactions 
between investments in different assets. 
Only with this more complete picture is it 
possible to understand whether a country 
is experiencing economic prosperity. 
New Zealand’s “wellbeing budget” and 
the use of “gross ecosystem product” 
in China are examples explored in the 
Review of steps being taken to establish 

ironic: it is possible that the expansion 
of international trade has contributed to 
a massive transfer of wealth from poor 
countries to rich countries, without its 
being recorded in official statistics. 

Of course, it is not sufficient to ac-
count only for natural assets. We need to 
invest in Nature. That requires a financial 
system that channels financial invest-
ments—public and private—toward eco-
nomic activities that enhance our stock of 
natural assets and encourage sustainable 
consumption and production. Investment 
can also mean simply waiting; when left 

A thriving natural 
environment, 

underpinned by 
abundant biodiversity, is 
our ultimate safety net. 

that more complete picture. 
To illustrate, the export revenues of 

natural resources (for example, primary 
products in the tropics) do not reflect the 
social costs of their removal from the 
environment; in other words, the trade 
of these goods does not account for how 
the extraction process will affect the eco-
system from which they are drawn or the 
long-term consequences faced by those 
communities as a result. There is thus 
a transfer of wealth from countries that 
export primary products to importing 
countries. The implication is more than 
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alone, Nature grows and regenerates. 

Institutional Failure
That brings us to the third transition: 

transforming our institutions to enable 
change. At the heart of our unsustainable 
engagement with Nature lies profound 
institutional failure. Nature’s worth to 
society—the value of the various goods 
and services it provides—is not reflected 
in market prices. The open seas and the 
atmosphere are open-access resources 
and have fallen prey to the so-called 
tragedy of the commons. Such pricing 
distortions have led us to invest relatively 
more in other assets, such as produced 
capital, and underinvest in our natural 
assets. And since many constituents of 
Nature are mobile, invisible, or silent, 
the effects of a number of our actions 
on ourselves and others—including 
our descendants—are hard to trace 
and go unaccounted for, giving rise to 
widespread externalities. 

To exacerbate these distortions, 
governments almost everywhere pay 
people more to exploit Nature than to 
protect it. A conservative estimate of the 
total global cost of subsidies that damage 
Nature is about $4 to $6 trillion a year. 

A thriving natural environment, 
underpinned by abundant biodiversity, is 
our ultimate safety net. Just as diversity 

within a portfolio of financial assets 
reduces risk and uncertainty, diversity 
within a portfolio of natural assets—
biodiversity—directly and indirectly 
increases Nature’s resilience to shocks, 
reducing risks to the services on which 
we rely. 

Far more global support is needed to 
raise financial institutions’ understanding 
and awareness of Nature-related finan-
cial risks. Central banks and financial 
supervisors can do this by assessing the 
systemic extent of these risks. The IMF, 
at the center of the global financial safety 
net, can also play an essential role in both 
assessing and managing these Nature-re-

lated risks in its surveillance and its fi-
nancial and technical assistance. 

The Next Steps
With heightened awareness of the 

place of Nature in our lives, a message 
brought home to us by the pandemic, 
this year is critical in reimagining 
our economics and our economic and 
financial decision-making. World leaders 
will gather for two conferences—the 
UN Convention on Biological Diversity 
(COP15) and the UN Climate Change 
Conference (COP26)—to discuss the 
intrinsically linked issues of climate 
change and biodiversity loss. 

The only way to combat this biodi-
versity crisis is through transformative 
change, which demands sustained com-
mitment from actors at all levels—from 
citizens all the way to international fi-
nancial institutions such as the IMF. 
The Economics of Biodiversity Review 
highlights success stories from around 
the world, demonstrating that the type of 
change necessary is possible. We must 
redeploy the ingenuity that allowed hu-
manity’s demands on Nature to grow so 
large, to bring about the transformation 
necessary to reimagine our relationship 
with Nature. We and our descendants de-
serve nothing less.  

By: Partha Dasgupta

The COVID-19 
pandemic has prompted 

many to question the 
sustainability of our 

relationship with Nature, 
since illegal wildlife 

trade, land-use change, 
and habitat loss are key 

drivers of emerging 
infectious diseases. 

each of these dimensions. 
The behavioral revolution in eco-

nomics has taught us that people are nei-
ther omniscient nor entirely self-interest-
ed but are moved, as Adam Smith put it, 
by “moral sentiments” as well as material 
interests. Among those moral sentiments 
are dignity—the desire not to be taken ad-
vantage of by others—as well as ethical 
convictions and concern for others. These 
include not only altruism and reciprocity 
but also parochial intolerance and tribal 
hostility. 

The way economics represents inter-
actions among people has also undergone 
a fundamental transformation: we now 
recognize that most contracts are incom-
plete. The information economics pio-
neered by Friedrich Hayek and greatly ex-
tended in the past four decades to become 
a pillar of contemporary economics makes 
it clear that neither government nor pri-
vate parties can stipulate in an enforceable 
contract the full range of what matters. 

Effects on others—not covered by 
contractual provisions—are the rule, not 
the exception. These include not only the 
familiar market failures affecting our in-
teraction with the biosphere, such as pol-
lution, but also the central markets in a 
modern capitalist economy: for labor, 
credit, and information. In the labor mar-
ket, for example, of great concern to both 
employees and employers is how hard 
and carefully a worker works. But there is 
no way to enforce or even specify this in a 
contract. In the credit market the promise 
to repay a loan can be included in the con-
tract but may not be enforceable. 

The incompleteness of contracts has 

wide-ranging consequences. Where they 
are incomplete, there will typically be 
excess supply or demand, even in highly 
competitive markets. Employers, for ex-
ample, choose to pay wages higher than a 
worker’s next best alternative. This con-
fers what economists call a rent on the 
worker, which means the worker is better 
off with the job than without. Fearing the 
loss of this rent is a powerful motive for 
the worker to implement the employer’s 
request to work hard and follow instruc-
tions. If it is costly to lose your job, then 
there must be potential workers who 
would prefer to have a job—namely, the 
unemployed. 

In these interactions the exchange is 
governed in part by some combination of 
the contract, social norms (such as a work 
ethic on the part of the employee or truth 
telling by the borrower), and the exercise 
of power by the employer—or, in the 
case of the credit market, by the lender. 
Eight decades ago, Ronald Coase fa-
mously defined the employment contract 
as a transfer of power from the worker 
to the employer. An economic model 
recognizing this transfer of power—and 
able therefore to incorporate the abuse 

of employers’ private powers—gives 
policymakers a framework for addressing 
the plight of low-paid essential workers 
forced to choose between their livelihood 
and their health. Policy initiatives in this 
area range from expanding workers’ in-
dividual rights on the job to support for 
those who stay home so as to minimize 
the epidemic spread. 

By extending economics to a new set 
of motivations—a commitment to justice, 
the demand for dignity and voice—the 
new benchmark economic model opens 
up a broader set of policy options. It 
offers changes to the rules of the game 
that can be implemented not only by 
market and government instruments but 
also by the exercise of private power and 
social norms. 

As a result of the pandemic, ethical 
considerations are unavoidable, especial-
ly those of fairness and solidarity, even 
among strangers. Debates about who 
should have priority access to vaccines, 
and about which workers are essential 
during a pandemic, make it clear that we 
cannot rely on the price system or indeed 
compliance with government fiat to cap-
ture the values that matter to us. 

The expanded space offered by the 
new economics benchmark provides an 
analytical framework integrating these 
ethical concerns with an economic model 
appropriate to a world in which people 
are connected not only by markets and 
contracts but also by the private exercise 
of power, the spread of infection, effects 
on the biosphere, ties of in-group 
membership, and a concern for the 
common good.  

By: Samuel Bowles and Wendy Carlin

The behavioral 
revolution in economics 

has taught us that people 
are neither omniscient 

nor entirely self-
interested, but are moved 
by “moral sentiments.”
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