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Global Market  Belongs to Us
During the Supreme Leader’s in-

spection tour of MAPNA, Najaf Ashraf 
Power Plant, which has been constructed 
by MAPNA experts, was commissioned.

The exhibition showcased achieve-
ments of MAPNA experts in manufacture 
and installation of turbines, wind power 
plants; manufacture of various kinds of 
industrial boilers; manufacture and repair 
of turbines and generators; manufacture 

Ayatollah Ali Khamenei, the 
Supreme Leader of the Is-
lamic Revolution, visited the

Power Plant Projects 
Management Company [MAPNA] in 
Fardis, Karaj, and inspected an exhibi-
tion displaying the potentials of its ex-
perts and workers in the fields of design 
and manufacture of power plants, oil, gas, 
petrochemicals and railway industries. 

A c h i e v e m e n t
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of industrial compressors, control sys-
tems, oil well parts and pumps, marine 
masts; designing production of desali-
nated water from sea water; design and 
manufacture of locomotives; construc-
tion, development and repair of railway 
facilities as well as research and develop-
ment activities.

Observers maintain that the Su-
preme Leader’s visit to a production-
oriented and knowledge-based company 
at this juncture carries a message both 
to government officials and the elites 
and the people: The only breakthrough 
from the existing economic situation is 
reliance on macro policies of ‘economy 
of resistance’. The bottom line of poli-
cies of ‘economy of resistance’ is pay-
ing attention to national production. 
Among the production-related industries 
too, that section is given priority which 
is “knowledge-based”; to us “growth 

of production and economy without 
cultural growth is neither possible nor 
beneficial”; and of course “wherever 
we accomplish production capability, 
the Westerners will be forced to lift the 
sanctions”. The government of ‘hope 
and prudence’ should comprehend this 
special message and take jihad-like ac-
tion to realize it.  

As the Supreme Leader pointed out 
“the backbone of the economy of resis-
tance is domestic production. If domes-

tic production wants to flourish it should 
certainly be assisted and things that might 
hinder its growth should be averted; the 
market should be created for its products 
and at the same time import of similar 
products controlled somehow and tackled 
very carefully and through sound calcula-
tion. The government should also render 
assistance to this Group (MAPNA) and 
other similar groups with respect to for-
eign contracts.

“We said that our economy is en-
dogenous and exogenous. We should 
grow and increase from inside, however; 
we should also have the outside in mind. 
Global markets belong to us. We should 
be able to be present in these markets 
through our efforts and innovations. Such 
presence might not be possible without 
the government support; of course vari-
ous government sections can have a part 
in this respect.”   

Global markets belong 
to us. We should be able 

to be present in these 
markets through our 

efforts and innovations.

A c h i e v e m e n t



IRAN INTERNATIONAL, June 2014, No. 71IRAN INTERNATIONAL, June 2014, No. 718 9

I Pin Great Hope in Future

Our university 
as well as research, 

industrial and 
production centers 

should stand by 
each other.

Some 24 outstanding 
researchers selected 
by the 27th Khwarizmi 

International Award (KIA) 
were praised in a ceremony 

in the presence of President 
Hassan Rouhani.

Sixteen of the research-
ers were Iranian, five were 
foreigner and three were 

from among Iranians resid-
ing abroad. 

The Award also rec-
ognized Professor Madjid 
Samii, the President of the 

World Federation of Neu-
rosurgical Societies as the 
outstanding Laureate of the 
27th festival and honored 
his worldwide and praise-

have shortages in the re-
search section which should 
be removed. I know that the 
percentage of GDP which is 
being allocated to research 
activities is very small and 
not eye-catching. The ra-
tio should be changed. We 
should compare ourselves 
with the advanced world and 
not with our past. We have 
taken very good steps but in 
this comparison we face nu-
merous shortcomings, too.

“Our university as well 
as research, industrial and 
production centers should 
stand by each other. We 
should create conditions 
where if our industrialists, 
farmers or producers do not 
have connections with re-
search centers, they would 
feel they are lagging behind.

“They should be the 
ones who demand new re-
search activities. Or from 
this side, you should ask for 
this relationship to emerge 
between production, univer-
sity and research centers. I 
pin great hope in future. Pru-
dence, science, rationality 
and skills will lead our coun-
try towards elevation and 
prosperity; more than what 
existed before.” 

worthy contributions to neu-
rosurgery. 

The ceremony conclud-
ed with President Rouhani’s 
speech followed by a dinner 
banquet.

In his speech at the 
award giving ceremony, the 
president stressed that the 
Khwarizmi Award and all 
other festivals should take 
into account scientific justice. 
“Scientific justice should ex-
ist between Tehran, provinc-
es, cities, and between men 
and women and between var-
ious tribes because we need 
this justice.”

Compare Ourselves with 
Advanced World

The President added: 
“We should prepare our-
selves for a new move in 
the country. Surely, we do 

H a l l  o f  F a m e
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(NPC)

Iran International Magazine

The National Petrochemical Company (NPC) 
in cooperation with Iran International 

Magazine intends to publish a special issue on 
25 October 2014 on the occasion of the 50th 
anniversary of Iran petrochemical industry and 
also to mark the 9th International Exhibition 
of Plastics, Rubber, Equipment and Machinery 
(Iran Plast 2014).

The publication is expected to be valued as 
a national and historic document by members 
of the nation as well as contributing Iranian 
and foreign companies.

If you are interested to be part of this 
effort and publish your promotional message 
please contact Iran International Magazine 
at iraninternational@gmail.com or by phone 
number ++98 21 22 66 64 50.

Special Issue

and 
On the 50th Anniversary of 

Iran Petrochemical Industry

The 9th International 
Iran Plast Exhibition 
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President Hassan Rouhani, head-
ing a high-ranking delegation, 
paid a two-day official visit to 
Turkey (June 9-10, 2014) at the 

official invitation of his Turkish counter-
part Abdullah Gul.

Rouhani was accompanied on his 
trip by more than 100 businessmen, sev-
eral ministers and central bank Governor 
Valiollah Seif.

Foreign Minister Mohammad Javad 
Zarif, Minister of Culture and Islamic 
Guidance Ali Jannati and Oil Minister 
Bijan Namdar Zanganeh were among 
Rouhani’s entourage. 

It was the first state visit by an Ira-
nian president to Turkey since 1996.

Nuke-Free Middle East

Rouhani renewed Tehran’s call for 
turning the Middle East into a region 
free of nuclear weapons. “Iran calls for 
a Middle East without any nuclear weap-
ons and weapons of mass destruction,” 
Rouhani said in a joint press conference 
with Gul in Ankara (June 9).

Rouhani added that both Tehran and 
Ankara have common views on the nu-
clear issue and believe that based on the 
NPT, any country can use nuclear energy 

for peaceful purposes.
The Iranian president further stated 

that Iran and Turkey, as two important 
countries in the Muslim world, will fight 
against violence and extremism in the 
region.

“Instability exists in the region 
which is not beneficial to anyone and the 
two countries are determined to cooper-

ate in countering it,” Rouhani added.
He noted that in his talks with Gul, 

the two sides discussed the latest de-
velopments in Syria, Egypt and other 
regional states and emphasized that 
Tehran, Ankara and other countries can 
cooperate to find a solution to the ongo-
ing regional crises.

Rouhani also noted that the two 

New Chapter in 
Bilateral Ties

neighboring countries are determined to 
double the volume of bilateral trade to 
$30 billion.

During Turkish Prime Minister 
Recep Tayyip Erdogan’s visit to Iran in 
January, a preferential trade agreement 
was signed aimed at paving the ground 
to boost trade to $30bn by 2015.

The Turkish president, for his part, 
said all countries have the right to use 

Iran, Turkey Sign 10 Agreements

Iran and Turkey signed 10 agree-
ments during Rouhani’s visit to Ankara.

The agreements pertain to tourism, 
investment in common infrastructure 
including transport, gas export, setting 
up industrial townships and trade 
development. 

Iran and Turkey had also inked docu-
ments on cooperation to standardize tele-
communications, post and customs ser-
vices and close cooperation in line with 
international campaign against terrorism.

Trade activists say the agreements 
will prepare the ground for the two gov-
ernments to materialize the target of $30 
billion set for annual trade.

New Chapter in Bilateral Ties

President Rouhani stressed that Iran 
and Turkey have opened a new chapter in 
their bilateral ties.

“Tehran and Ankara have stepped in 
a new path and they are looking for ex-
pansion of bilateral ties in international 
arena,” Rouhani said in a joint press con-
ference with Erdogan in Ankara.

He noted that Tehran and Ankara 
have decided to enhance their relations 
in energy sector (gas, oil and electricity) 
and transportation (rail, air and land).

The Turkish prime minister, for his 
part, said Ankara is seeking to expand 
its economic relations with Tehran. “We 
have good age-old relations with Iran,” 
he said.

Iran is a major supplier of natural 
gas to Turkey, but, according to Turkish 
Energy Minister Taner Yildiz, a pricing 
dispute is holding back expansion of 
trade.

Erdogan said after talks with Rou-
hani in Ankara that Turkey may buy 
more Iranian natural gas if a price dispute 
can be settled. He said he and Rouhani 
discussed gas pricing during their meet-

Trade activists say 
the agreements will 

prepare the ground for 
the two governments to 
materialize the target 
of $30 billion set for 

annual trade.

peaceful nuclear energy, pledging to con-
tinue to help remove any obstacles in the 
way of Iran’s nuclear energy program.

He expressed his country’s determi-
nation to strengthen ties with Iran in vari-
ous fields and added that the expansion 
of Tehran-Ankara relations would play 
an effective role in regional stability.

ing in Ankara and energy ministers from 
the two countries will keep working on it. 

The prospect of a final nuclear ac-
cord between Iran and world powers is 
encouraging governments and compa-
nies to prepare for a possible lifting of 
sanctions, which would create business 
opportunities in the Persian Gulf’s most 
populous country.  

L a n d m a r k
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The Economy Ministry has started 
its activities in the current calendar 
year on the basis of a strategic plan 

the formulation of which, according to the 
Minister of Economic Affairs and Finance 
Ali Tayebnia, started since the very first 
day he was appointed to the post.

During the past nine months since 
the inauguration of the 11th government 
Tayebnia has repeatedly referred to the 
formulation of his ministry’s strategic 
plan. Now he speaks of the beginning of 
the activity of the ministry on the basis 
of the said plan as of the beginning of the 
current calendar year (began March 21, 
2014). The plan has been designed and 
formulated on the basis of the “General 
Policies of the System”, the “20-Year Vi-
sion Plan”, the “Policy Document of the 
Government of Prudence and Hope” and 
the “Fifth Development Plan”. 

Among the important features of 
this plan, there are seven priorities of the 
ministry which specifies separate pro-
grams for 14 deputy offices and affiliated 
organizations of the ministry. Now all the 
14 centers possess the document for their 
own quantity targets and key measures. 
Quantity targets would result in clear 
measurability of realization of targets at 
the end of each time limit. Evolution and 
versatility of quality targets of the Econ-
omy Ministry over time are among other 
features of the plan.

Tayebnia in an interview with Tas-
nim News Agency on the occasion out-
lined the details and implementation pro-
cess of the strategic plan for his Ministry 
in 1393 and the years to come. 

When did you start to prepare the 
strategic documents for the Economy 
Ministry?

The process of strategic manage-

ment at the Economy Ministry started 
from the first day I was assigned to the 
job. On that day I sent a letter to the dep-
uty offices and organizations affiliated to 
the Ministry of Economy and asked them 
to express their strategic issues, measures 
and challenges. Then in the course of 
100 days, in an intensive and interactive 
expert-managerial effort on the basis of 
upstream documents such as the “20-Year 
Vision Plan”, the “Policy Document of 
the Government of Prudence and Hope”, 
the “General Policies of the System” and 

other political and analytical documents 
strategic priorities of the Economy Min-
istry were regulated in seven areas.

What are those seven strategic 
fields?

They are: 
 Increasing the potential for 

   generation of wealth (boosting  
   national production capacity)
 Sustainable financing by the 

   government and reducing reliance 
   on oil revenues
 Creation and integration of 

   management and operations 
   information systems 
 Boosting effective participation in 

   policy making and legislation
 Improving transparency, health 

   and administrative and financial 
   discipline
 Development of targeted human 

   and organizational capital
 Enhancing inter-organizational 

   synergy and cross-organizational 
   cooperation

Seven strategic priorities 
of the ministry have 

been broken down to 820 
measures for the year 

1393 and the Economy 
Ministry has officially 
started the spring with 

the strategic plan.

Resistance 
Economy

How Economy Turned 

“Resistant”

If we intend to make the 
economy resistant and 
reduce shock-causing 
fluctuations in it and 

have economic growth, 
it is necessary to have 

a preventive power 
which could reduce the 

dimensions of these 
fluctuations. 

“Resistance” as a term that follows 
“economy” is a phrasal expression 
and “Resistant Economy” means 

that any economy with regard to its ca-
pacity is exposed to any threat. And with 
regard to its degree of endurance and 
power, how and to what extent could it 
resist that fluctuating wave. For example, 
we have heard about “sustainable econ-
omy” in economic issues which some 
would consider an alternative to “resis-
tant economy”. But sustainable economy 
should focus on long term macro plans 
and issues of the economy. Its highest at-
tention is paid to unsustainable factors.

One of the factors which could ex-
pose the economy to threats is the same 
economic policies that are selected. 
Some of the policies, irrespective of be-
ing positive or negative, should be em-
ployment generating and great. Another 
threat is that pressures might be imposed 
by external factors. 

Suppose that Mehr Housing Project 
was a shocking factor in Iran’s economy 
in the past years because the projects 
were financed through borrowing from 
the Central Bank and left impacts on the 
rise in inflation and other issues. There-
fore, a number of domestic factors and 
policies have been effective as well. For 
example, suppose that by examining the 
situation of inflation or growth of liquid-
ity we would find out that financing these 

projects was too much and this in itself is 
a factor that constantly brings shocks to 
Iran’s economy from the area of domes-
tic policies.

There are certain factors which are 
imposed from outside and the sanctions 
are included in these factors. Therefore, 
if we intend to make the economy resis-
tant and reduce shock-causing fluctua-
tions in it and have economic growth, it 
is necessary to have a preventive power 
which could reduce the dimensions of 
these fluctuations. 

One of the factors that have exposed 
Iran’s economy to great fluctuations in 
recent years has been dependence on 
the oil revenues. When the government 

earns the highest portion of its revenues 
from oil sale a careful study will tell 
us that the nature of oil revenues is not 
stable but an unstable variable. Accord-
ing to statistics of the calendar year 1377 
(1998), each barrel of oil was eight dol-
lars but presently Iran’s oil price stands 
at 100 dollars per barrel. Despite such 
fluctuations in the price of oil we keep 
telling ourselves that the oil price would 
not fall below 100 dollars. Then we 
would concentrate all our calculations 
on crude oil and formulate the budget on 
that basis. In fact we have exposed our-
selves to a so-called expected damage. 
That is to say, this variable is an inher-
ently unstable variable. But we tried to 
pretend it was stable.

Under these circumstances we might 
see the harm this measure could cause at 
times. In fact “resistant economy” asks 
why we should be so much dependent 
on oil revenues that global price hikes or 
even a drop in exports as a result of the 
sanctions should cause great fluctuations 
in our economic indices.

This is how we are hurt by this in-
stability and it is better to stabilize our-
selves with other revenues. The fact that 
which revenue could substitute oil reve-
nues in order to have a more stable future 
is a discussion that could be continued. 
This is one of the cases that do not even 
concern the sanctions but rather our own 
choice, one that should be made vigilant-
ly. Now in the foreign trade policy of the 
past years we see that we have unknow-
ingly restricted ourselves to trade with a 
limited number of countries: both in ex-
ports and imports. Of course our partners 
too are not too many!  

E c o n o m y

Dr. Davood Danesh Jaafari

Dr. Ali Tayebnia, 
Minister of Economic Affairs and Finance

Continued on Page 21
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Saeed Leylaz, economic expert, in 
an interview with Tasnim News 
Agency commenting on ‘resis-

tance economy’ as a theoretical concept 
said: “In Iran whenever governments 
become strong and disobey interna-
tional unions, or in other words when-
ever throughout history we have become 
powerful we have disobeyed the world 
powers.”

He added: “Over the past 400 years, 
whenever governments or regimes in 
Iran became strong we kept our distance 
from the league governments around 
which we were rotating and disobeyed 
them. Therefore, it has been written in 
the nature of geopolitical and historical 
relations of the Iranians that Iran cannot 
be a member of any world association.”

According to Leylaz who is a lec-
turer at Shahid Beheshti University: 
“Those who in their minds consider 
Iran a country dependent on the West 
or one of its allies do not pay attention 
to geopolitical and historical roots and 
grounds that whenever in Iran govern-
ments have established an equilibrium 
they have been successful and whenever 
this sense of balance has been disrupt-
ed either in domestic or international 
scenes we have failed irrespective of the 
fact that the equilibrium was positive or 
negative.

“Let me give you an example: For 
instance we in the Safavid era had a posi-
tive balance among world powers and in 
the Qajar period we had a positive bal-
ance in international system. Amir Kabir 
had a negative balance and so did the 
late Mossadeq. The Islamic Republic too 
has a negative balance. The fact that this 

balance is negative or positive is not that 
important, what is important is that Iran 
cannot be one of the dependent blocs of 
the world powers.”

“Whenever we have put aside this 
independence and establishment of equi-
librium we have sustained damage like 
under the ex-Shah who opted for unilat-
eralism and failed. Mr. Ahmadinejad too 
was inclined towards the East and we 
were defeated; or at the time of the Shah 
we were inclined towards the West and 
tried to be its ally and be dependent on 
them but suffered another setback. The 
reason for all this lies in the nature of 
Iran’s geopolitical relations. Iran’s geo-
graphical and geopolitical situation is 
such that it cannot remain in a strategic 
relationship with any power or country. 
For example, we are far away from Chi-
na and cannot remain an ally of Russia 
as we have basic differences of opinion 
with Russia in three areas: One is the 
Caucasus, one is the Central Asia and the 
third is the Caspian Sea.

“Due to our geopolitical differences 
of opinion with Russia in these three 
areas we can never become its ally and 
the first confrontation over the Caspian 
would put an end to our alliance. Also, 
we cannot become an ally of the Euro-
pean Union over ideological issues. You 
may think that it is because we are an 
Islamic Republic; but ideological differ-
ence is not the reason as we had ideolog-
ical problems with the European Union 
even under the Shah.

“We cannot forge an alliance with 
the United States either because we have 
problems with the US over our zone of 
influence in the Persian Gulf. We have 
areas of influence in the Middle East 
that are also claimed by the US and we 
are in conflict over these zones such as 
Lebanon, the Persian Gulf, and in future 
Iraq and Afghanistan. Therefore, due to 
the fact that these are the zones of stra-
tegic and geopolitical influence of Iran 
(what I’m talking about is fully beyond 
the governing systems in Iran; I’m talk-
ing about highly profound geopolitical 
relations) therefore, Iran cannot be a 
dependent, attached or ally country, in-
dependence has been written on Iran's 
forehead.

“I consider the economy as the pillar 
of independence. No independence will 
make sense in the absence of economy. 
I am saying that ‘resistance economy’ 
or what I call economic independence 
is not only very important but it is first 
of all the foundation for any other inde-
pendence and secondly for Iran it is not 
a choice or as the Americans put it “an 
option on the table”; it is rather a manda-
tory issue and we have and will have no 
other alternative. 

“Iran should be independent eco-
nomically. It was in the early 1340s 
when the Shah strengthened his eco-
nomic relations with the Eastern bloc 
because despite all the pressure he ex-
erted on the Americans, the Germans or 
the French, and despite the talks he held 

with them they refused to give Iran the 
steel mill until the Shah was forced to 
turn to the Soviet Union. Of course the 
Americans were very upset and the Shah 
did this against their wish as they refused 
to provide Iran with the auto manufac-
turing industry.

“We imported machine and tractor 
manufacturing plant as well as black-
smithing and metal smelting indus-
try from the East. The West was by no 
means ready to put these industries at 
our disposal. Any dependence (the Shah 
had the highest dependence on the US) 
even more than the shah’s would lead 

Resistance 
Economy Means 

Economic 
Independence

In my opinion 
independence in the 
absence of economic 

independence is 
meaningless and what 
the Supreme Leader 
has mentioned as the 
‘resistance economy’ 

eventually means 
‘economic independence’.

to a point where they would not give us 
modern technologies and we would al-
ways keep one eye on the outside world. 
For this reason the necessity of the “re-
sistance economy” should have been 
raised much earlier.

In my opinion independence in 
the absence of economic independence 
is meaningless and what the Supreme 
Leader has mentioned as the ‘resistance 
economy’ eventually means ‘economic 
independence’. If you study the text of 
the Leader’s proclamation you will see 
that in fact he does not speak of closing 
this economy rather in his remarks on 
the occasion of Nowruz (New Year) he 
explicitly states that ‘I am not after an 
introverted economy but an endogenous 
economy.’

“My concern is that the concept of 
economic independence would not be 
in a fully clear form and a consolidated 
system and it would be imagined that by 
focusing on some of the necessities of re-
sistance economy and leaving some oth-
ers we can solve the problem. If some-
one thinks that Iran’s confrontation with 
the West would be resolved soon or it 
would end with (the current) negotiations 
or even after the Islamic Republic steps 
aside, he is completely mistaken; that is 
to say sooner or later Iran should move 
towards becoming economically strong.

Resistance Economy Means We 
Should Create Mutual Dependence

“What I understand from resistance 
economy is that we should be after cre-
ating mutual dependence. I consider the 
meaning of resistance economy as mu-
tual dependence. If we had been success-
ful in continuing the trend of the Third 
and Fourth Development Plans and if the 
disorders of the past eight years had not 
happened, the West could not have done 
us the injustice it has done now. 

“Turkey did not participate in the 
sanctions against Iran as its economy is 
dependent on Iran’s economy. If we had 
done the same with the entire world, all 
other countries would have behaved like 
Turkey; the same has happened in the 
case of Russia. Is Iran’s nuclear issue for 
the world community worse than Russia 
swallowing a part of a homeland? And 
we see that the international reaction to 
Russia is friendlier because Russia is 
stronger than Iran.  

E c o n o m y
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These days we hear a lot that Iran’s 
economic problems originate 
from unfavorable business envi-

ronment. However, I feel that some kind 
of mental error has occurred in the Ira-
nian economic atmosphere, which is be-
ing repeated by all. In my opinion it is not 
the case. 

The first problem of our economy 
is the investment atmosphere and then 
comes the business environment. Iran’s 
economy today is not faced with unsolv-
able economic problems or shortage of 
capital and manpower. We have so far 
buried enough capital under the ground 
and made enough investment in training 

human resources.
But the question is why despite all 

these expenses, no growth and employ-
ment are generated from within the Ira-
nian economy? You may say today that 
the liquidity of corporations has been 
reduced and the banks have no excess 
deposits; this is true but from a general 
perspective we see that we are not faced 
with any shortage in granting loans. 

I believe other factors have infiltrat-
ed the economy from outside and crippled 
our human and economic assets. Other-
wise, how could it be possible to inject a 
thousand billion dollars into an economy 
within 10 years and see its growth still re-

main at zero? 
The average growth rate in recent 

years, though being positive in a few 
years and negative for several other 
years, has been between zero and one 
percent. How is it possible? A thousand 
billion dollars is not a little amount of 
money injected into the economy with 
no output. It is like constantly putting 
raw materials and fuel in the produc-
tion line of a factory and get no prod-
ucts. Certainly, something is wrong 
somewhere. Therefore, we are not faced 
with structural problem. I believe Iran’s 
economy suffers from a problem which 
has crippled all the variables and I call 

Iran’s economy today 
is not faced with 

unsolvable economic 
problems or shortage of 
capital and manpower. 
We have so far buried 

enough capital under the 
ground and made enough 

investment in training 
human resources.

Iran’s Economy Is 
Political Not Economic

it investment environment rather than 
business environment.

We usually use business environ-
ment for institutional impediments and 
structures; that is to say, technical barri-
ers and technical infrastructure which let 
business to be fluent or not. For example, 
if you intend to start a business in the 
United States, all the legal process would 
take three hours. But in Iran, it takes 60 
working days. Today this time span has 
even increased. 

Of course, business environment in 
Iran is affected by defective legal and 
institutional structure, which encounters 
people with many problems. 

E c o n o m y
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We call these barriers problems of 
business environment which, according 
to the World Bank definition, have 10 in-
dices that are calculated and announced 
annually. With respect to Iran, we see that 
this index is falling continually. 

But, in fact in my opinion it does not 
make any difference if the index for busi-
ness environment in Iran stands at 60, 110 
or 120 because nothing would change. 
The reason is that there are so many prob-
lems in Iran’s economy that these devel-
opments would not change anything

Against the business environment, 
we have a psychological and mental busi-
ness environment which is called the “in-
vestment environment.” I believe as long 
as this mental environment is not cor-
rected, improvement of business environ-
ment would be ineffective.

Foggy Economy: Today, the problem of 
Iran’s economy is political not economic. 
If economists cannot offer a solution, it 
is because the problem is not economic 
but rather political; therefore solving the 
problem is not in the hands of economists. 

Solution exists; but in this economy, 
if you bring together the best economists 
from around the world they cannot offer 
an economic solution. Today, our prob-
lem is political.

Therefore, earlier we always said 
that our economy was entangled in the 
dead-end of politics and our politics is en-
trapped in the nuclear dispute. This chain 
should be broken. We should get rid of 
the conflict in order to free politics and 
we should get rid of politics in order to 
free our economy. 

I believe that turbulence in political 
relations could disturb mental environ-
ment of the business. Or else, relations 
with other countries would be marred on 
minor issues. 

For the sake of an interview or a 
speech, relations with the outside world 
would be disturbed which would in its 
turn disturb the investment environment. 

The general or political environment 
of the country could be disturbed with 
a political call, demonstration or even a 
political speech and investment environ-
ment could become disturbed as well.

Late last year, an investor asked 
whether it was better to make investment 
on gold or land. I told him he had bet-
ter opportunities for real and productive 

then liquidity problem and other issues. 
 
Government’s Necessary Steps: At any 
rate, the investment environment is im-
proving at present and if the government 
is considering making real changes in the 
environment and encouraging domestic 
investment, it should take two steps. 

The first step is aimed to eliminate 
the uncertainty which is generated inter-
nally. The second step is to open the way 
for entry into the country of capitals of 
Iranians residing abroad. These two steps 
should be taken to improve the invest-
ment environment realistically. 

At present, the 1388 (2009) election 
controversy has turned into an issue creat-
ing uncertainty in the existing atmosphere. 

That is to say, political groupings and 
domestic conflicts have turned the 2009 
conflict into a source for generating un-
certainty and provided profiteers with an 
opportunity to either use this conflict for 
generating uncertainty or rent seeking. 

We should decrease the number of 
those generating uncertainty inside the 
county. Grounds should be prepared and 
developed and atmosphere created so that 
investors could have a realistic prospect. 

We have about three to four million 
Iranians who reside abroad whose capi-
tal amounts to a thousand billion dollars; 
about 200 billion dollars of Iranian capital 
has been transferred to Dubai. Under such 
conditions, our economy would not enter 
the world trade within the next 20 years.   

Currently, under the present circum-
stances, we do not meet the requirements 
to join the World Trade Organization 
(WTO). Under the present circumstances, 
it is unlikely to be able to become a mem-
ber of that organization within the 20-
Year Vision Plan. Inside the country, we 
do not have the required capability, capi-
tal and capacity. Our markets are limited.

The government does not have the 
several hundred billion dollars in oil 
revenues to inject into the economy any 
more. The remaining oil money may be 
spent on salaries of government employ-
ees. Therefore, even the government can-
not inject money into the economy. They 
would not even grant us loans; huge loans 
with the help of which we could improve 
the economy. We have only one option. 
Iranians residing abroad should bring 
back part of their capitals into the coun-
try. Even 100 or 200 billion dollars could 

inject great strength into our economy. 
We have no way but to declare general 
amnesty for all those (Iranians abroad) 
who do not have a private plaintiff; those 
who have gone and  immigrated for any 
reason, illegally departed, have sought 
political asylum, or given an interview in 
order to receive refugee status.

If there is a private plaintiff, well, we 
will put them on trial but a large number 
of these people have no private plaintiffs 
and are merely worried (about possible 
consequences of returning to the coun-
try). Therefore, we have no other alterna-
tive but to announce general amnesty. I 
have intentionally mentioned these two 
issues in almost all the meetings I have 
attended in the past five or six months. I 
should repeat it over and over until they 
lend an ear and hear.

I have also mentioned these things in 
talks with the media but they would not 

Today, the problem 
of Iran’s economy is 

political not economic. 
If economists cannot 
offer a solution, it is 

because the problem is 
not economic but rather 

political; therefore 
solving the problem 
is not in the hands 

of economists. 

publish it or sometimes write it indirectly. 
This issue should be said and repeated in 
order to be gradually taken in.

To sum it up I must say that our 
institutional and technical business 
environment is not our first problem and 
issue. The investment environment is our 
first and foremost issue. We are faced with 
a kind of system disorder and systematic 
errors which are regularly generating 
uncertainty. 

 In order to resolve the existing un-
certainties, it is necessary to generate 
structural reforms in the political struc-
ture of the country. To do that, we need 
consensus, agreement and general re-
solve in the senior officials to change the 
existing trend.  

investment with that amount of capital. 
He replied: “The political prospect is 
not clear. I prefer to wait more and 
see who the candidates would be 
and what their plans are to bring 
the country out of the interna-
tional impasse.” These issues 
change the prospects of invest-
ment environment. Finally, I 
sum up this part by saying that 
under the present circumstances 
of Iran what is determining is the 
investment environment or the 
mental and psychologi-
cal environment 
of business. 

est rates. But what guides investors is 
the investment environment or the 

psychological business en-
vironment. As long as we 
do not improve the men-
tal environment, techni-
cal indicators would not 
prove much effective.

Therefore, we should 
not brag that business en-

vironment index has fallen 
or we should not be wor-
ried that it has dropped; be-

cause it does not have 
much effect. 

The invest-

Because , 
an investor ini-
tially thinks 
whether a country’s environment is ap-
propriate for making investment and then 
would pay attention to technical aspects 
of the business. Technical indicators of 
the business environment are not impor-
tant in the short term. They are important 
in the long run. 

Technical indicators of the business 
environment are effective only in the ho-
rizon and on the long-term structure of 
growth rate and also on long-term inter-

ment environ-
ment could 
sometimes be 

changed with a rapid development.
For example, after an election a govern-
ment would come to office whose election 
would lead to improvement of the men-
tal environment; like the election of Mr. 
Rouhani which improved the mental en-
vironment or investment environment. It 
made the atmosphere promising to some 
extent. Therefore, I reiterate that today the 
main problem is the investment environ-
ment, then the business environment, and 

E c o n o m y
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Among the mentioned priorities 
the first two play a more key role.

What were the measures 
taken after the first 100 days and 
preparation and compilation of these 
priorities?

In the second 100 days, all the 14 
responsible centers of the Economy 
Ministry were obliged to turn these 
strategic seven priorities into four-year 
quantitatively measurable targets up to 
the horizon 1396 (2017) and one-year 
practical measures for the current year 
(1393). Now seven strategic priorities of 
the ministry have been turned into 330 
quantitative and measureable targets 
and for each target for the year 1393 
up to 1396 proper targeting have been 
made. Meanwhile, seven strategic pri-
orities of the ministry have been broken 
down to 820 measures for the year 1393 
and the Economy Ministry has officially 
started the spring with the strategic plan.

Are the targets and strategic 
measures of the Economy Ministry in 
compliance with the provisions of “re-
sistance economy” formulated by the 
Supreme Leader? 

Definitely the answer is yes. Be-
cause we were involved in preparation 
of this document and we were present 
in the course of its regulation and for-
mulation. General principles of the 
“resistance economy” are current in 
the strategic plan of the ministry. Docu-
ments prepared for the ministry are fully 
in accordance with the policies of the 
“resistance economy.” For example, in 
the policy document of the “resistance 
economy” reference has been made to 
the reform of the government’s revenue 
system by increasing share of tax reve-
nues which is one of the priorities of the 
Economy Ministry. Also, over 10 quan-
titative targets and strategic measures 
have been prepared for this paragraph. 
Or, for example, another paragraph of 
the “resistance economy” is “transpar-
ency of the economy and its health and 
preventing corruption in monetary, trade 
and currency fields”. This paragraph is 
seen both in the strategic priorities of the 
Economy Ministry and in all documents 
of centers of responsibility for which 
quantitative targets and key measures 
have been proposed. 
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China Calls for Security 
Alliance with Iran and Russia
The fourth summit of the Confer-

ence on Interaction and Confi-
dence-Building Measures in Asia 

(CICA) was held in the Chinese port city 
of Shanghai (20-22 May, 2014).

The Chinese President Xi Jinping 
opened the conference, which was held 
under the theme “enhancing dialogue, 
confidence and constructing a new Asia 
with peace, stability and cooperation.”

Security alliance with Iran, Russia: 
Addressing the conference, Xi called for 
the creation of a new Asian organization 
for security cooperation with the partici-
pation of Iran and Russia.

 “We need to innovate our security 
cooperation (and) establish new regional 
security cooperation architecture,” Xi 
told the summit, which was also attend-
ed by Iranian President Hassan Rouhani 
and Russian President Vladimir Putin.

The Chinese president said CICA 

should also create a security response 
center to deal with emergencies.

Xi said Asian nations should re-
spond collectively to such significant 
problems as transnational crime, cyber 
security, energy security, terrorism and 
natural disasters.

“We should have zero tolerance for 
terrorism, separatism and extremism and 
should strengthen international coop-
eration and step up the fight against the 
‘three forces’,” he said.

The Chinese president also issued 
a veiled warning to the United States 
against building up a military presence 
in Asia, saying, “To beef up military alli-
ances targeted at a third party is not con-
ducive to maintaining common security 
in the region.”

CICA is a multinational forum to 
enhance cooperation in a bid to promote 
peace, security and stability in Asia.

The forum groups 24 countries, 

“The Islamic Republic of 
Iran believes that 

the ongoing negotiations 
over Iran’s nuclear 
energy program can 

reach a final agreement 
through a win-win 

approach and avoidance 
of extremism and threat,” 

Rouhani said.

Different countries in recent years 
have taken steps towards chang-
ing their rules and regulations in 

an effort to attract foreign investment and 
China has been one of the most successful 
among these countries. China is the larg-
est country among the developing nations 
in absorbing direct foreign investment 
which has played a key role in economic 
and trade development of the country.

These foreign investments and new 
job opportunities created thereby have 
been the main factor behind gaining tax 
revenues by governments and develop-
ment of industrial and production activi-
ties in China. 

In an effort to make the economic 
atmosphere suitable for the absorption of 
foreign investment, the Chinese govern-
ment brought about great changes in the 
legal system of the country. 

These changes have been launched 
in the Chinese economy since the past 
three decades. In early 1980s, the Chinese 
government officially announced that it 
would open up the economy and provide 
China with an opportunity to interact 
with the world. As a result of this deci-
sion making, customs tariff rates reduced 
in the country. 

This gradual reduction was so out-
standing that the 50 percent tariffs in 
1980 were lowered to less than 15 percent 
in 2013. 

On the other hand, the Chinese gov-
ernment announced that some of the ex-
port-import commodities were complete-
ly exempted from customs charges and 
took this step in an attempt to intensify 
the competition capability of its products 
at foreign markets.  

Smoothing the atmosphere for 
launching activities in China, supporting 
innovation and creativity and backing the 

rights of creative people and inventors, 
supporting foreign capitals and inves-
tors and finally directing foreign invest-
ments towards sectors which looked for 
development more, were among projects 
that prepared the ground for increasing 
growth rate of foreign investment in Chi-
na and taking advantage of these capitals 
to increase the growth rate of economy in 
the country.

Major factors which have been influ-
ential in increasing direct foreign invest-
ment in China could be divided into three 
categories: first economic structure, sec-
ond economic liberalization and policies 
that are being implemented in the country 
aimed at accelerating the economic liber-
alization trend, and third legal and cultur-
al atmosphere prevailing over the country 
which value and put great emphasis on 
foreign investment.

As its first step taken to remove ob-
stacles on the way of investment in the 
country, the Chinese government em-
barked on examining complaints of in-
vestors in order to find out reasons behind 
their dissatisfaction.

Transparency of legal atmosphere 
for direct foreign investment, easing gov-

China is the largest 
country among 

the developing nations 
in absorbing direct 

foreign investment which 
has played a key role 

in economic and trade 
development of 

the country.

Remarkable Success

E n d e a v o r L a n d m a r k

Continued on Page 88
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among them Afghanistan, Azerbaijan 
Republic, China, Egypt, India, Iran, Ka-
zakhstan, Kyrgyzstan, Pakistan, Russia, 
Turkey and the United Arab Emirates.

Nine countries and four internation-
al organizations, including the United 
Nations, have observer status.

The CICA summit is convened ev-
ery four years in order to conduct con-
sultations, review the progress of CICA, 
and set priorities for its activities.

Rouhani urges full demolition of 
WMDs: Also addressing the conference, 
President Rouhani reiterated the impor-
tance of cooperation and joint measures 
to fully demolish weapons of mass de-
struction to promote global peace and 
security.

“The only way to remove the threat 
of these weapons is their full demoli-
tion,” the Iranian president said. He 
called on member states of the UN Gen-
eral Assembly to stabilize Asia’s effec-
tive role in achieving the goal of having 
a nuke-free world.

“Based on its defense doctrine and 
moral and religious principles, the Is-
lamic Republic of Iran opposes atomic 
weapons but considers peaceful use of 
nuclear technology its right and that of 
all countries,” he pointed out.

“The Islamic Republic of Iran be-
lieves that the ongoing negotiations over 
Iran’s nuclear energy program can reach 
a final agreement through a win-win ap-
proach and avoidance of extremism and 
threat,” Rouhani added.

Rouhani further said that strength-
ening economic bonds and making more 
joint investment among CICA member 
countries are among the most effective 
ways to promote regional convergence 
in the global economy.

The Iranian president also warned 
against the humanitarian crisis in Syria 
which he said has been caused by certain 
countries that have provided extremist 
groups with weapons and information.

“The establishment of peace and 
tranquility in Syria depends on prepar-
ing the necessary conditions for under-
standing and national dialog between the 
Syrian government and all influential 
groups in the country, which requires 
non-violent methods and security and 
stability,” Rouhani stated.

He called on the UN General As-

sembly to pay heed to the situation of the 
Palestinian people and their sufferings 
after the occupation of their homeland 
by the Israeli regime.

He expressed regret over the inter-
national community turning a blind eye 
to expansionist policies of Israel.

Rouhani meets Chinese counterpart: 
President Rouhani and his Chinese 
counterpart discussed issues of mutual 
interests in a meeting on the sideline of 
CICA summit conference in Shanghai 
(22 May).

Rouhani said in the meeting that 
Iran as a CICA member will spare no 
effort to make the body successful. He 
also thanked his Chinese counterpart for 
his efforts aimed at reinforcing mutual 
relations. 

Jinping, for his part, expressed sat-
isfaction over the growing trend of Bei-
jing-Tehran relations, adding the level of 

mutual transaction is on the rise.

Iran-Russia ties benefit entire region: 
In another meeting with his Russian 
counterpart Vladimir Putin, Rouhani 
underlined the need for further promo-
tion of bilateral ties between the two 
countries.  

Rouhani said cooperation between 
Iran and Russia will contribute to the 
establishment of stability and security in 
the region.

“Russia is not merely a neighbor 
which has a deep history of relations 
with Iran, and certainly the development 
of cooperation and partnership between 
the two countries will pave the way for a 
secure region,” Rouhani said.

The Iranian president said that Teh-
ran-Moscow cooperation over the past 
few months has significantly contributed 
to regional peace.

Touching on bilateral ties, Rouhani 
also said that Iran is keen to expand all-
out relations with Russia, adding that the 
development of cooperation between the 
two countries will benefit not only the 
two countries but also the entire region.

Putin, for his part, described Iran 
and Russia as two old neighbors and re-
liable partners, saying the two countries 
share similar stances even under critical 

global conditions. He stressed that the 
two countries need to tap into their vast 
potentialities to further boost ties.

Tehran and Moscow shoulder a 
heavy responsibility to safeguard the 
stability, security and development of 
the Caspian Sea region, Putin concluded. 

Meeting with Nazarbayev: Speaking in 
a meeting with his Kazakh counterpart 
Nursultan Nazarbayev, Rouhani said 
Tehran and the P5+1 will be able to re-
solve the Iranian nuclear issue if the six 
countries stop seeking pretexts.

“If the negotiating side stops mak-
ing excuses, this issue can be settled 
well. Given the ongoing good process of 
the negotiations, we are on the threshold 
of settling the issue,” Rouhani said.

He also expressed Tehran’s readi-
ness to expand relations with Astana in 
all fields and called on the two countries’ 
officials to settle banking issues.

Tehran and Astana should improve 
cooperation in the Caspian Sea in im-
portant sectors including trade, shipping, 
protection of the environment and ex-
pansion of tourism, Rouhani said.

The Kazakh president, for his part, 
said his country attaches great impor-
tance to Iran’s transit capacity through 
a railway project linking Iran with the 

Central Asian countries of Turkmenistan 
and Kazakhstan.

Nazarbayev also invited his Iranian 
counterpart to pay an official visit to Ka-
zakhstan and threw his country’s weight 
behind new developments in the nuclear 
negotiations between Iran and the P5+1.

UN to help Iran in fight against global 
extremism: United Nations Secretary 
General Ban Ki-moon in a meeting 
with Iranian President Hassan Rouhani 
voiced the world body’s preparedness to 
cooperate with Iran to help eradicate ex-
tremism in the world.

“The UN is ready to cooperate with 
Iran and other countries to eradicate vio-
lence and extremism in the world,” Ban 
said during the meeting on the sidelines 
of the 4th CICA summit in Shanghai.

Ban hailed the Iranian president’s 
World against Violence and Extremism 
(WAVE) proposal which was ratified by 
the UN last year, and lamented that the 
world is suffering from extremism and 
violence as acute problems.

Meeting with Lankan counterpart: 
Rouhani in a separate meeting with his 
Sri Lankan counterpart Mahinda Percy 
Rajapaksa discussed bilateral ties as 
well as regional and international devel-
opments.

During the meetings on the sidelines 
of the CICA summit, the two sides under-
lined the need to further strengthen the 
bilateral ties and mutual cooperation.   

The Chinese president 
said CICA should also 

create a security response 
center to deal with 

emergencies.

Tehran and Moscow 
shoulder a heavy 
responsibility to 

safeguard the stability, 
security and development 

of the Caspian Sea 
region, Putin concluded.  

L a n d m a r k
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Your Gateway to Iran’s 
Mines & Mining Industries

IMIDRO
S p e c i a l  R e p o r t

growth rate forecast for 2014. In 2015, 
growth in most parts of the world will 
accelerate thanks to a continuing steady 
recovery in the developed economies 
and an improvement in the situation of 
the emerging economies. But China’s 
steel demand will fur ther decelerate 
and this will prevent the broad recovery 
momentum from registering a higher 
global growth rate for 2015.

IMIDRO at a Glance

In execution of Article 6 of the 
Law on Centralization of Industrial & 

In 2013 world steel demand grew 
higher than previous forecasts 
due to a stronger than expected 

performance in the developed world in 
the second half of the year. The recovery 
in the United States was particularly 
stronger. In addition the downturn in the 
EU bottomed out and we now expect 
steel demand in the Eurozone to move 
into positive growth in 2014. On the 
other hand, many emerging econ omies 
continue to struggle with structural is-
sues and financial market volatility. 
This, along with China’s deceleration, 
is the reason for slightly lower global 

Fresh Impetus to 
the Gas Pipeline Project
Ayatollah Ali Khamenei, the Su-

preme Leader of the Islamic 
Revolution says the main reason 

behind the good and friendly relations be-
tween Iran and Pakistan is the great cul-
tural and religious attachments between 
the two countries.

Speaking in a meeting (May 12, 
2014) with Nawaz Sharif, the Prime 
Minister of Pakistan and his accompany-
ing delegation, the leader expressed dis-
satisfaction at the decrease of relations 
between Iran and Pakistan in economic 
areas and reiterated: “There are certain 
hands which try to create discord between 
the people of Iran and Pakistan - who are 
two close friends - by causing insecurity 
in the common borders of Iran and Paki-
stan. But we should not allow the great 
opportunity for strengthening the relations 
between the two countries to be lost.”

The Supreme Leader stressed the 
necessity of strengthening the relations 
between Iran and Pakistan and imple-
menting great economic projects such as 
the Iran-Pakistan gas pipelines projects. 
Addressing Nawaz Sharif, the Supreme 
Leader stated: “I hope that during your 

term, good measures will be adopted to 
strengthen the relations between the two 
countries.”

Ayatollah Khamenei noted that Iran 
and Pakistan should not wait for others’ 
approval to strengthen their relations, 
adding: “America - whose malevolence is 
clear to everyone - is one of the govern-
ments trying to create a gap between Iran 
and Pakistan. Of course, besides Ameri-
ca, there are other governments which are 
active in this regard.”

Pointing to some insecurity in the 
border areas of Iran and Pakistan during 
recent months, Ayatollah Khamenei said: 
“Some people deliberately try to cause in-
security along the long borders of the two 
countries and we cannot believe that these 
events are normal and unintentional.”

He reiterated: “We have certain in-
formation about the activities of some 
people in Pakistan’s Baluchistan province 
with the purpose of causing insecurity in 
the border areas of the two countries.”

The Supreme Leader of the Islamic 
Revolution described takfiri groups as a 
great danger for all Muslims - including 
Shia and Sunni Muslims - saying: “If tak-

firi groups are not confronted, they will 
do more harm to the world of Islam.”

Referring to his good memories of 
the Supreme Leader’s trip to Lahore, 
Nawaz Sharif stated: “At that time, I was 
the Chief Minister of Punjab with Lahore 
as its capital. The warm welcome that the 
Supreme Leader received from the peo-
ple of Pakistan shows the depth of cul-
tural, religious and historical attachments 
between the two peoples.”

The Prime Minister of Pakistan 
pointed to his negotiations in Tehran 
and said: “I will do my best to improve 
the economic relations between the two 
countries, to raise the level of economic 
interactions even more than a few years 
ago when the economic interactions be-
tween Iran and Pakistan reached three bil-
lion dollars. I will also try to give fresh 
impetus to the gas pipeline project.”

He expressed regret at the recent 
insecurity in the border areas of Iran and 
Pakistan, adding: “I assure you that the 
government of Pakistan will do its best 
to confront the agents of these insecuri-
ties and to support the measures that the 
Islamic Republic adopts.”  

O i l  &  G a s

Dr. Mehdi Karbasian, IMIDRO Chief &
Deputy Minister of Industry, Mine and Trade
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Mining Activities and for the purpose of 
evaluating and determining the overall 
strategies and policies, executing the 
projects relating to the construction and 
renovation of metal related industries, 
extraction and processing of mineral 
products as well as executing exploration 
projects, the Iranian Mines and Mining 
Industries Development & Renovation 
Organization (IMIDRO) was established 
and officially registered on 1380/12/02 
(2002/02/21).

It was then decided that this or-
ganization must be administered in ac-
cordance with the 1346 (1967/68) law 
on establishment of Industrial Develop-
ment & Renovation Organization of Iran 
(IDRO) and its Articles of Association. 

Based on the Council of Ministers’ 
decree and in accordance with Clause 
A of Article 4 of Iran’s 3rd Economic, 
Social and Cultural Development Plan 
(2000/01 – 2004/05) Law, IMIDRO was 
defined as a specialized mother company 
under the Ministry of Industries & 
Mines. IMIDRO is currently comprised 
of several industrial groups, namely 
Mine, Steel, Copper, Aluminum, Cement 
and others which include 21 companies 
in total.

Future Plans

During 2012/13 IMIDRO took 
effective steps towards realization of 
its objectives and made new efforts 
in contributing to Iran’s growth, 
development and prosperity. 

IMIDRO production, sales and 
exports indicators demonstrate a growing 
trend and clearly support the above 
claims. The company’s global ranking in 
2012 in terms of crude steel production 
was 15, in terms of iron ore production 
10, in terms of aluminum production 
22 and it was the 20th largest producer 
of copper cathode. IMIDRO intends to 
reach annual production targets of 55 
million tons of crude steel, 800 thousand 
tons of copper cathode, 1.5 million tons 
of aluminum, 5 tons of gold and 300 
thousand tons of zinc by 2025. 

Some of the main measures taken 
by IMIDRO during the reporting period 
include:

 Creating mining infrastructure, 
 Paying special attention to value 

added and competitive advantages,
 Implementing exploration 

projects and boosting the 
discovered mineral reserves, 
 Enhancing safety and 

environmental performance, 
 Defining water projects in eastern 

Iran, 
 Reviewing and formulating 

energy consumption standards, 
 Increasing sales and exports 

volumes, 
 Privatizing its companies in 

compliance with Article 44 of the 
Iranian Constitution, 
 Encouraging private sector 

investments and foreign investment 
preferably in the form of joint 
ventures
 Adjusting human resource and 

production technology structures
 
During 1392 (2013/14) which 

corresponded with the coming to power 
of the new administration, IMIDRO 
focused all its efforts on completing its 
unfinished projects. 

In addition, the works on seven 
steel projects with a total capacity of 
approximately 6 million tons/annum 
have been accelerated and all contractors 
are determined to complete most of the 
DRI and steel making units of the above-
mentioned projects by 1395 (2016/17). 

In addition, numerous other projects 
such as the Zarshouran Gold Project are 
currently underway and are expected to 
be completed by mid-1393 (2014/15). 
In order to boost Iran’s valuable mineral 
reserves, 200 thousand square kilometers 
of land throughout the country has been 
defined towards exploration operations, 
which commenced in the same year. 

All of the measures taken so far 
and IMIDRO’s future plans are within 
the framework of the organization’s 
strategies. Iran is blessed with abundant 
mineral and energy resources, together 
with a young, educated and experienced 
workforce. These attributes provide Iran 
with exceptional competitive advantages 
in mining industries. Iran has a number 
of expansion projects which shall further 
expand its production capacity. 

In line with the policies of Article 
44 of the Iranian Constitution, which 
stresses upon the privatization of state-
owned companies, IMIDRO firmly 
believes that achieving compatibility and 
sustainable growth will not be possible 
without the participation of the private 

sector. Therefore, the company constantly 
supports and strengthens this sector. 

The role of the government of the 
Islamic Republic of Iran in production of 
base metals is investment in production 
of crude metals. However, by no means 
does this mean that private sector or 
foreign investments in this field are not 
welcomed. Unless the private sector 
demonstrates little desire to invest in 
production of rolled metals due to the 
high investment volumes, technical 
complexities or late investment returns 
involved, the government will not 
directly involve itself in this sector. 
In such instances the government 
participates in joint-venture investments 
with domestic private sector. 

In order to attract private sector 
investment in its projects, IMIDRO 
invites privately owned companies to 
enter into joint venture partnerships. 
Private sector stakes in these projects 
may vary in accordance to their wishes. 
Hence, IMIDRO cooperates with and 
supports the private sector in this way. 

As to foreign direct investment 
(FDI), the company essentially supports 
those investors who transfer modern tech-
nologies and management skills while 
providing training to the local work forc-

es, have access to the global distribution 
and sales networks and have the financial 
banking to invest in mega projects for 
which domestic funding is unavailable. 

IMIDRO follows its metal pricing 
strategy through the Tehran Metal 
Exchange (TME). It firmly believes that 
not only does this method stabilize the 
metal markets, but it also safeguards long-
term interests of the manufacturers and 
consumers. Furthermore, the inclusion 
of foreign products in this market will 
encourage domestic products to be 
channeled more towards international 
prices, making Iran’s mining and 
industrial activities more competitive. 
As a consequence of the ever increasing 
intensification of globalization, IMIDRO 
pays special attention to compatibility. 

S p e c i a l  R e p o r t

In order to attract 
private sector investment 
in its projects, IMIDRO 
invites privately owned 

companies to enter 
into joint venture 

partnerships.
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Objectives

IMIDRO main strategic objectives 
are as follows: 

 Entering into joint venture 
investments in partnership with 
Iran’s private sector and foreign 
investors. 
 Making Iran’s mines and mining 

industries compatible. 
 Achieving sustainable development 

for Iran’s mines and mining 
industries. 
 Increasing Iran’s global share 

of production and exports of base 
metals. 
 Paying special attention to 

environmental concerns and 
protecting natural resources. 
 Increasing the share of mining and 

mining industries sector within Iran’s 
GDP. 
 Increasing the production volume 

of strategic products. 
 Enhancing productivity. 
 Optimizing the exploitation of 

mineral reserves. 
 Increasing asset returns. 
 Enhancing synergy within 

companies and the value chain of 
this industry. 
 Improving the qualitative and 

quantitative outcome of operational 
processes. 
 Developing and penetrating 

domestic markets by emphasizing on 
domestic requirements. 
 Enhancing research and 

development capabilities in 
designing and developing new 
products. 
 Developing technological 

indigenization. 
 Upgrading safety and hygiene 

levels. 
 Training a specialized and effective 

workforce. 
 Developing engineering and 

management consulting services. 
 Creating easy and economical 

access to mines and mining 
industries transportation network. 
 Ensuring a constant, reliable and 

economical supply of energy. 
 Extending the necessary 

commercial and political support 
for asserting an effective presence 
within the global markets. 

Mission Statement 

The Iranian Mines and Mining 
Industries Development & Renovation 
Organization (IMIDRO) is a holding 
organization active in the country’s 
mines and mining industries sector with 
the following mission: 

 Examination, preparation and 
implementation of projects in the fields 
of exploration, construction, develop-
ment, equipping and renovation of Iran’s 
mines and mining industries with special 
focus on new and high risk technologies. 

 Increasing effectiveness in 
policymaking, direction, support as well 
as development of the infrastructures in 
order to empower the mines and mining 
industries sector. 

By relying on knowledge-oriented 
management, dedicated and special-
ized staff, organizational credibility, en-
dowed with rich and diverse mining and 
full production chain, IMIDRO attempts 
to enhance self-sufficiency and competi-
tiveness as well as sustainable develop-
ment, while paying to human dignity, 
environment protection and customer 
satisfaction. 

IMIDRO is a dynamic, efficient and 
effective organization in the mines and 
mining industries sector which operates 
in line with the Islamic Republic of 
Iran’s Vision 2025 Roadmap with 

a determining role in the country’s 
economy in such a way to prolong 
sustainable development in the mines 
and mining sector, taking into account 
present and future economic, social as 
well as environmental requirements of 
the sector so that IMIDRO will rank 
among high ranking developmental 
organizations worldwide. 

It is important to note that the main 
prerequisite to achieving the above-
mentioned mission is to comply with 
organizational values which are: 

 Increasing private and corporate 
sector participation. 
 Safeguarding human integrity 

and social justice. 
 Paying special attention to the 

safety and health of employees. 
 Focusing on developing the 

lesser developed regions of Iran 

and on job creation. 
 Respecting all beneficiaries 

and being a customer oriented 
organization. 
 Paying special attention to 

environment protection, cultural 
heritage, mineral resources and 
energy for future generations. 
 Respecting material and non-

material ownership. 

Mine Group

Iran’s iron ore reserves are estimat-
ed to be 2.7 billion tons which is 8% of 
total global reserves. Furthermore, Iran 
possesses 11 million tons of zinc reserves 
which accounts for 4% of world’s total 
reserves. In addition, Iran is estimated to 
have 300 tons of gold reserves which are 
approximately 1% of global reserves.

Having produced 32 million tons of 
iron ore in 1391 (2012/13) Iran became 
the tenth largest producer of iron ore in 
the world. Finally, Iran produced 831 
thousand tons of coal concentrate during 
the same period. The main objective 
of this group is to explore, equip, and 
exploit Iran’s major mines. This group 
is the domestic producer and supplier 
of coke and iron ore to the steel plants. 
In addition, the Mine Group produces 
other minerals required for making 
steel including, limestone, dolomite, 
sandstone and quartzite. 

IMIDRO intends to 
reach annual production 

targets of 55 million 
tons of crude steel, 800 

thousand tons of copper 
cathode, 1.5 million tons 
of aluminum, 5 tons of 
gold and 300 thousand 

tons of zinc by 2025. 
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This group is comprised of the fol-
lowing companies: 

 Iranian Mineral Production 
& Supplying Co. (IMPASCO). This 
company has the Sabzevar Chromite, 
Angouran Lead and Zinc, Moute Gold, 
Asfordi Phosphate as well as Pirbekran 
Iron Ore mines. 

 Central Alborz Coal Co. 
 Eastern Alborz Coal Co. 
 Tabas Coal Co. 

In addition to the mentioned com-
panies, there are a number of ongoing 
development projects in this group, 
some of which include: 

 Sangan Pelletizing Project with a 
5 million ton/annum capacity. 
 Bafgh Agglomeration Plant. 
 Sechahoun Pelletizing Plant with 

a 5 million ton/annum capacity. 
 Phase II of Zarshouran Gold 

Mine. 
 Phase II of Sangan Concentrate 

Project with a 2.4 million ton/
annum capacity. 
 Savadkouh Coke Making Plant 

with a 300 thousand ton/annum 
capacity for producing metallurgy 
coke. 
 Khomroud Coke Plant with a 

400 thousand ton/annum capacity 
for producing coke concentrate 
(producing 750 thousand tons/
annum of crude coke). 
 Kahnouj Titanium Project. 
 Khour Potas Project. 
 Processed Coal IV with an annual 

production capacity of 750 thousand 
tons of crude coal and 450 thousand 
tons of coal concentrate.

Steel Group

The products of this group include: 
flat, hot and cold roll, galvanized and 
crude steel products, all of which 
conform to international and national 
standards. 

IMIDRO which represents Iran in 
the Global Steel Community became 
the 15th largest steel producer in the 
world in 2012. During 1391 (2012/13) 
Iran produced 13.4 million tons of crude 
steel and 12.3 million tons of final steel 
products. 

The Steel Group is comprised of the 
following companies: 

 National Iranian Steel Company 

(NISCO): The Company has defined 
seven steel projects with the objective 
of increasing Iran’s steel production 
capacity. Having required finance in 
the amount of US$1.86 billion, these 
projects are currently under construction. 
At least two of the mentioned projects 
(DRI) are expected to be commissioned 
by 2014 and the remaining DRI projects 
should be concluded by 2015. By 2016 
all of these projects are expected to be 
launched with full capacity. The main 
projects of this group are comprised 
of seven provincial projects including 
the Sabzevar, Baft, Shadegan, Neiriz, 
Miyaneh, Ghaenat and Sepiddasht Steel 
Projects. Once launched in the next 
three years, these projects are expected 
to boost Iran’s annual crude steel 
production capacity by 6 million tons. 

 Azarbaijan Steel Co. 
 Ahwaz Pipe & Rolling Co. 
 Mobarakeh Steel Co. (MSCO) 

The expansion projects of this group 
include: completing the production 
capacity of Esfahan Steel Company 
(ESC), Mobarakeh Steel Company 
(MSCO) as well as Electro Graphite 
Project (electro graphite is a raw material 
required by the steel industry).

Copper Group

Iran’s copper reserves, which 
account for 4% of the world’s total 
reserves, amount to approximately 
2,600 million tons. According to the 
studies conducted, Iran is situated on the 
global copper belt which stretches from 
northwest to southeast of the country. 

Copper cathode production in 1391 
(2012/13) amounted to 213 thousand 
tons and Iran became the 20th largest 
producer of copper cathode in 2012. 

National Iranian Copper Industries 
Company (NICICO) is the leading 
company in this group. The company is 
engaged in exploration, extraction and 
exploitation of Iran’s copper mines. It is 
also involved in production, distribution 
and sales of beneficiated products 
of copper ore and copper metal both 
domestically and overseas. Furthermore, 
the scope of NICICO activities includes 
entering into partnership and attracting 
investment in projects relating to copper 
industries as well as carrying out all 
financial, commercial, industrial and 
mining operations and services within 

Iran and abroad, which directly or 
indirectly relate to all or each of the 
above-mentioned scopes of activity. 

The expansion projects in this 
group include: Sarcheshmeh and Songun 
Expansion and Beneficiation Projects, 
Chehel Koureh Copper Project, Khatoun 
Abad and Shahr Babak (Meydouk) 
Copper Melt Expansion Projects.

Aluminum Group

In 1391 (2012/13) Iran’s aluminum 
production reached 335 thousand tons 
making the country the 22nd largest 
producer of aluminum in the world. 

This group includes Iran Aluminum 
Co. (IRALCO), Almahdi Aluminum 
Co. and Hormuzgan Aluminum Project 
(Hormuzal). 

Iran Aluminum Co. (IRALCO) 

The establishment of this company 
was first decided and ratified by the 
Government in 1346 (1967/68) and the 
building construction and installation 
of equipment began two years later. In 
1971/72 with two production lines and 
an annual capacity of 45,000 tons, this 
plant was finally utilized. Following the 
outbreak of the Islamic Revolution (Feb. 
1979) another three production lines 
were added to the existing lines. The 
initial production capacity reached 120 
thousand tons/annum. 

Products include: T-bars thousand 
pound ingots, casting alloys, such 
as: slabs, billets, etc. As a company 
which is concerned about environment 
protection, IRALCO began construction 
of an aluminum plant equipped with 200 
ka technology in 1381 (2002/3). This 
plant was launched five years later. 

IMIDRO projects on this group’s 
agenda include: alumina production 
projects from Nefheline Syenite Sarab, 
Almahdi Anode Production, Jajarm 
Aluminum Plant Construction, South 
Aluminum, Masjed Soleiman Aluminum, 
Guinea Bauxite, Iran Aluminum Anode 
Production, Persian Gulf Alumina, and 
Iran Aluminum Alumina Production. 

Almahdi Aluminum Co. 

This company was established with 
an initial capital of US$5.1 billion and 
with the objective of producing 110 

thousand tons of aluminum/annum, 
which could then be increased to 330 
thousand tons/annum. By the end of 
1381 (2002/03) 120 pots were launched 
boosting the production capacity to 
55 thousand tons/annum. Later during 
the 1383 (2004/5) and 1384 (2005/6) 
periods, another 120 boilers were 
constructed and hence, this complex 
reached its forecasted nominal annual 
capacity of 110 thousand tons (Phase 
I). By May 2006 construction work on 
Phase II also known as the Hormuzgan 
(Hormuzal) Aluminum Project was 
commenced. Initial investments of this 
project amounted to Rls8,000 billion 
(including 800,000 Euros and Rls2,000 
billion). The main objective of this 
project was to launch 228 pots with 
annual capacities of 148 thousand tons. 
This project was constructed as a joint 
effort between Iranian specialists and a 
foreign contractor completed within 40 
months in September 2009.

Cement Group

Iran currently has an annual cement 
production capacity of 70 million tons/
annum. IMIDRO’s Cement Group is 
operated by the Ehdas Sanat Company 
(ESC) which was established in 1365 
(1986/87), with the objective of setting 
up cement plants in the deprived regions 
of the country, boosting the nation’s 
cement production capacity as well 
as creating employment. Indeed, by 
establishing and utilizing 12 cement 
plants with 13 production lines, ESC has 
succeeded in increasing Iran’s annual 
production capacity by 11.3 million 
tons. Furthermore, the ESC has a cement 
export terminal in Bandar Imam with an 
annual capacity of one million tons. 

The company is also implementing 
the Cerro Azul Cement Project in 
Venezuela. This project which is 
expected to be completed by July 2014, 
aims to export technical and engineering 
services to Venezuela.  

Iran is situated on 
the global copper belt 
which stretches from 

northwest to southeast 
of the country.

S p e c i a l  R e p o r t



IRAN INTERNATIONAL, June 2014, No. 71IRAN INTERNATIONAL, June 2014, No. 7134 35

Landmark Visit to Iran
highlighted the necessity of cooperation 
between regional countries to remove 
problems of the region, noting, “All Is-
lamic countries standing by each other 
should cooperate for the unity… of the 
Islamic countries.”

Takfiri Threats 

Leader of the Islamic Revolution 
Ayatollah Ali Khamenei said threats 
posed by Takfiri groups will eventually 
backfire on their regional supporters.

“Unfortunately, some regional 
countries are not aware of the danger 
these Takfiri groups will pose to them in 
the future and continue supporting these 
groups,” said Ayatollah Khamenei in a 
meeting with the Kuwaiti emir in Teh-
ran (June 2, 2014).

Some regional states are currently 
backing the crimes and carnage perpe-
trated by the Takfiri groups in Syria and 
elsewhere, said the Leader, adding, “But 
in a not-too-distant future, these groups 
will turn against their very supporters, 
which will, at last, have to destroy the 
groups at a very high cost.”

Kuwaiti Emir Sheikh Sabah al-
Ahmad al-Jaber al-Sabah ar-
rived in Tehran (June 1, 2014) 

for a landmark visit to discuss key bi-
lateral and regional issues with Iranian 
leaders.

The Kuwaiti Emir made the two-
day visit at the head of a high-level 
delegation comprising the ministers of 
foreign affairs, oil, finance, commerce 
and industry in addition to other senior 
officials.

He visited Iran upon an official in-
vitation from Iran’s President Hassan 
Rouhani.

Regional Peace, Stability

Rouhani told his Kuwaiti counter-
part in a meeting that the region needs 
peace and stability. “Undoubtedly, secu-
rity and stability of the region is the first 
condition for expansion of relations and 
cooperation among countries,” Rouhani 
told Al-Sabah.

Rouhani further stated that extrem-
ism and violence are among the reasons 
behind destabilization of the region, 

“A new chapter should be 
opened in Iran-Kuwait 

economic ties.” The 
Leader said.

saying all regional states should join 
forces to “fight terrorism and extrem-
ism” and try to strengthen unity among 
Muslim nations.

“The Islamic Republic of Iran is 
ready to interact and cooperate with all 
regional countries, especially Kuwait, 
to enhance the region’s stability and se-
curity,” Rouhani said.

The Kuwaiti emir, for his part, 

Ayatollah Khamenei further stated 
that Iran has always sought “healthy 
relations” with its Persian Gulf littoral 
neighbors, adding, “The security of this 
region is contingent upon healthy and 
good ties among all regional states.”

The Leader also said the ground 
is prepared for expansion of economic 
relations between Iran and Kuwait, add-
ing, “A new chapter should be opened 
in Iran-Kuwait economic ties.”

The Kuwaiti emir, for his part, said 
that his country is fully ready to open 
a new page in economic relations with 
Iran, adding that Tehran and Kuwait 
City had agreed to upgrade mutual eco-
nomic and trade cooperation during his 
trip to Tehran.

He also expressed hope that 
the conflict in Syria will be resolved 
through peaceful means and based on 
the Syrian nation’s will.

Iran, Kuwait Sign Six Agreements

At the end of the Kuwaiti emir’s 
Tehran visit, the two sides signed six 
agreements to strengthen cooperation in 
various fields.

Zarif and his Kuwaiti counterpart 
Sabah al-Khalid al-Hamad al-Sabah 
signed two agreements to enhance co-
operation in air transportation and secu-
rity fields.

Iranian Minister of Economic Af-
fairs and Finance Ali Tayyeb-Nia and 
Kuwaiti Minister of Finance Anas al-
Khalid al-Saleh inked an accord to 
strengthen customs cooperation.

The two countries also signed 
agreements in the fields of sports, tour-
ism and the environment.

Iran’s foreign minister said Iran 
and Kuwait share common views on 
different regional problems including 
extremism, violence and sectarianism.

Zarif made the remarks after see-
ing off the Kuwaiti emir at Tehran’s In-
ternational Mehrabad Airport.

The top Iranian diplomat said that 
Sheikh Saba’s trip “opened a new chap-
ter in enhancement of bilateral trade, 
and political and cultural relations be-
tween the two countries.”

Zarif expressed hope that the visit 
will serve the interests of both nations 
of Iran and Kuwait.  

L a n d m a r k
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I ran’s 19th International Oil, Gas, Re-
fining, and Petrochemical Exhibition 
(May 6-9, 2014) was held in Tehran 

with the participation of 33 countries in-
cluding 600 foreign and 1200 domestic 
companies.

In his keynote address at the 19th Oil 
Show, the Minister of Petroleum Bijan 
Namdar Zanganeh noted that the Econ-
omy of Resistance instructed by Iran’s 
Supreme Leader Ayatollah Ali Khamenei 
heralds national strength in the economic 
sector based on the activities of the pri-
vate sector, knowledge-based entities and 
economic entrepreneurs. 

What follows are excerpts of the 
Petroleum Minister’s address at the 19th 
Iran Oil Show.

The first pivotal topic is my focus 
on the serious determination of the Pe-
troleum Ministry and the Government to 
support domestic manufacturing and up-
grading national technology along with 
focus on the necessity of competition in 
quality, time and price… 

The economy of resistance promises 
the honor of being Iranian to every Ira-
nian. The economy of resistance heralds 
national strength in the economic sector 
based on the activities of the private sec-
tor, knowledge-based entities and eco-
nomic entrepreneurs. My colleagues and 
I feel obliged wholeheartedly to spare 
no efforts for putting these policies into 
practice…

In my view, it is necessary to pay at-
tention to the export of commodities and 
services by Iranian companies while fo-
cusing on the supply of domestic needs. 
Meantime, we underscore constructive 
interaction between domestic manufac-
turers and contractors and foreign com-
panies with the objective of boosting na-
tional technology and winning a foothold 
in regional and international markets…

One logical request was equal terms 
in domestic and foreign contracts for the 
supply of commodities and services. That 
means that there should be no discrimi-
nation in commissioning a project to an 
Iranian or foreign company. That’s a ra-
tional request. Another point was about 
the transparency of tender bids. I have 
always believed that the process of tender 
bids must be transparent.

In 2001, I signed off on a directive 
requiring that the participants in a tender 
bid should be present when envelops are 
opened. Some disagreed, but later on they 
agreed. Those vying for tender bids could 
even change their proposals on the final 
day. Everything was done in the presence 
of companies and everything was noted. I 
will promulgate this directive again and I 
will confront any violation.

Another issue which has so far been 
ignored is fair examination of complaints 
filed against the process of tenders. Of 
course, it’s not difficult but it would re-
quire time. 

Another case which was more com-
plicated pertained to the establishment of 
a fair arbitration body for the contracts. 
We really don’t have a fair arbitration 
body, it does not happen only in the pe-
troleum sector because we don’t have 
such a body in the country. The arbitra-
tion body in the country, which is the 
Supreme Technical Council, is not impar-
tial. Arbitration should be fair. It must be 
such that the arbiters view all parties to 
a contract impartially, but we don’t have 
such a body. 

I said in a meeting with professional 
associations that they had to offer pro-
posals for the establishment of arbitra-
tion bodies. But they should not expect 
the establishment of an arbitration body 
favoring them. Such a body should be 
dominated by professional arbiters as it is 

common in the world. We are not the first 
country deciding to do so. We need a fair 
arbitration body to behave fairly without 
taking sides for any party…

Another point, for which I will issue 
a directive, soon is that if a commodity 
is being put to tender in the presence of 
Iranians and foreigners, the prices must 
be assessed so as customs rights are in-
cluded...

And finally, a vendor list is needed 
for the petroleum industry. The qualifica-
tions of the companies must be verified 
before they are included in the vendor 
list. All companies would be required to 
invite those in the vendor list. In this way, 
no individual decision would affect the 
process and everything would be easier. 
We can prepare these vendor lists with 
the cooperation of professional associa-

tions for the purchase of commodities and 
services… 

Future Plans 

In South Pars, we will forcefully 
push ahead with our development activi-
ties and we will manage to finish the re-
maining 17 development phases of South 
Pars in three to three and a half years, 
and God willing, we will complete seven 
phases in two years.

We will start extensive activities in 
the coming months for a one-million-bar-
rel increase of the onshore crude oil pro-
duction capacity. That would be a big job 
for drillers, manufacturers of wellhead 
and downhole equipment, pipes, joints, 
valves, pumping facilities and providers 
of other services. We intend to reach our 

four years.
Meanwhile, several LNG units are 

also to become operational. That would 
also create a big volume of activities. I 
have told Kala Naft Company to arrange 
activities related to domestic manufac-
turers of commodities. There are some 
commodities which we need urgently. 
We need tubing and casing pipes, down-
hole equipment, wellhead valves, drill-
ing equipment, valves for some pumps, 
chemicals and rotary machinery. 

We are ready to sign contracts with 
domestic manufacturers of these items 
through Kala Naft Company, but it does 
not mean that one can come and ask us 
to pay one billion dollars for a contract. 
Several days ago, someone came to me 
and proposed a 1.2-billion-dollar con-
tract and then demanded 500 million dol-

In my view, it is necessary 
to pay attention to 

the export of commodities 
and services by 

Iranian companies while 
focusing on the supply 

of domestic needs.

objectives in less than four years. In fact, 
I have to say that if we, Iranians, man-
age to do so, that would be the biggest 
bargaining chip registered in the history 
of Iran’s petroleum industry; we will add 
one million barrels to Iran’s oil produc-
tion capacity from shared fields within 

O i l  &  G a s

The Economy of 
Resistance Promises 
National Strength
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lars in advance. It’s not a contract. You 
want me to do everything for you and 
you can get rich with my money. But we 
will help as much as we can. You can-
not come and demand us money for 40 
years of manufacturing. You have also to 
spend money. We have to cooperate. We 
buy from you and we help you improve 
your business.

God willing, we will start the con-
struction of eight 60,000-barrel gas con-
densate mini-refineries this year. All eight 
refineries are to be commissioned to the 
private sector. This 480,000-barrel refin-
ing capacity will bring us to the point that 
we will have no longer to export our gas 
condensates and we will be able to pro-
cess all our gas condensate production, 
which is more than one million barrels, 
inside the country. That is a good op-
portunity for the private sector. We have 

planned small units so that the private 
sector would come forward. We have 
also won agreement for loans from the 
National Development Fund (NDF). The 
private sector would be required only to 
provide 30 percent of the costs because 
the remaining 70 percent will be pro-
vided by NDF. The infrastructures like 
water, electricity and access to ports are 
constructed by the petroleum industry in 
South Pars and some units could be built 
jointly…

For energy efficiency, we have sub-
mitted a proposal to the parliament and 
the lawmakers have given us a free hand 
more than we expected and we appreci-
ate that. Petroleum Ministry has been au-
thorized to sign buy-back contracts up to 
100 billion dollars. It means that we can 
do whatever we want for efficient energy 
use. We are authorized to pay back the 
investor through revenues from energy 
efficiency projects… 

Our intention is to activate the com-
panies and factories working in this sec-
tor so that when they start manufacturing 
new heaters to replace substandard heat-
ers we will pay them 100 to 150 dollars 
per heater. In this way, a 3.5-million-
rial heater would be sold for 400,000 to 
500,000 rials to people. Everyone, the 
industrialist, people and the government 
– would be winner. The government will 
be able to export gas at a good price. 
Our transportation fleet can be renovated 
within the same framework. Gas supply 
to villages and small cities could be also 
done and many problems regarding dis-
tribution of oil products and liquefied gas 
would be resolved. Currently, nearly 10 
million liters of oil products are used for 
heating and cooking in cities and villages. 
They cost 9 to 10 billion dollars a year. 
I always tell my colleagues at Petroleum 
Ministry that we should not always wait 
for projects to be defined and commis-
sioned to us for implementation. You can 
define projects about energy efficiency. 
CHP units which can increase energy ef-
ficiency by up to 80 percent at homes are 
an option. We have so many other ways 
of saving oil products…

Another point which I need to men-
tion here is that we urgently need to build 
gas pressure booster stations. It would be 
of no help if we build a station in 3.5 to 
4 years. We have to be able to build one 
in six months. We have already done so. 
I also say that packaging units must be 
built instead of production units or desalt-

ing units. We can do so in eight or nine 
months. It has been done in the world, 
but we are still following our traditional 
methods. When the construction of a de-
salting unit lasts four years, a manager 
prefers to spud one well because it would 
be six or eight months later. Then the 
well will be salted and the manager will 
abandon it because its production unit is 
no longer working. But if we construct 
desalting units which would become op-
erational in nine months, that would be of 
great help to Iran and the entire region.

We are at the center of gravity of 
the world oil. The present conditions will 
change. Thanks to God, we will get rid 
of these sanctions. These sanctions are a 
scourge imposed on the Islamic Republic 
by enemies of Iran. We have to save the 
nation from these sanctions and God will-
ing we will. Whatever I said is not based 
on the assumption that the sanctions are 
lifted. Some tell me that we hope for the 
lifting of the sanctions before we move 
ahead. No, we have proven that we can 
work even under the most difficult condi-
tions. However, it would make no sense 
to offend the Iranian nation and our-
selves. Yes! We can also move ahead in a 
rugged and treacherous road. But a wise 
man will go in a car or by air if he can. 
We have no reason to bother ourselves. 
To realize our objectives, we have made 
plans even for the most difficult condi-
tions. But we will try to make the con-
ditions easier in order to accelerate our 
progress and success. 

As I said we need to drill many wells 
in the shortest possible time. Of course, 
the number of our onshore drilling rigs is 
good and we are increasing our offshore 
drilling rigs. But I want to say that the 
opportunities created in the drilling sec-
tor are due to our own forces. I recently 
expelled a Chinese company which did 
not do its job as expected. We really don’t 
need money. We have money. We have 
every capacity, but they have kept us 
waiting for three years just for installing 
10 to 15 rigs. We will install 25 to 30 rigs 
there in five to six months to accelerate 
development work.

Another thing I want to explain is 
that we have numerous petrochemical 
projects. We will finance them with the 
help of NDF, through Chinese invest-
ment and international finance in order 
to attract more than 70 billion dollars in 
investment for the country’s petrochemi-
cal industry.  But one of petrochemical 

units, equipped with modern technology, 
is where natural gas is converted into pro-
pylene.

Since the bulk of our petrochemi-
cal products are expected we have estab-

In South Pars, we will 
forcefully push ahead 
with our development 
activities and we will 

manage to finish 
the remaining 17 

development phases of 
South Pars in three to 
three and a half years, 

and God willing, we will 
complete seven phases 

in two years.

lished our petrochemical units mainly in 
ports. But we can also build these units in 
the country without having to build them 
necessarily in ports. Each unit creates 
30,000 to 40,000 job opportunities and 
each can develop a region.

These units need investment because 
the government is not supposed to invest. 
I even oppose a 20-percent share of the 
government in petrochemical projects. I 
believe that people should make invest-
ment. But a domestic company may not 
be able to do so and therefore compa-
nies need to team up. Meantime, we are 
preparing the grounds for attracting in-
vestment. An entrepreneur is required to 
know how to manage the project without 
having to prepare all the money. We can 
provide 70 percent of the necessary fi-
nance for a project through stock market. 
We are also close to introducing a new 
type of oil contracts. But it does not mean 
that we would do nothing as long as these 
contracts are not effective. We are already 
doing our job and making progress…   

We have numerous 
petrochemical projects. 
We will finance them 
with the help of NDF, 

through Chinese 
investment and 

international finance 
in order to attract more 
than 70 billion dollars in 

investment for 
the country’s 

petrochemical industry.
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He added that Iran’s petrochemical 
exports rose by about one percent from 
USD 10.165 billion to USD 10.723 bil-
lion during the last Iranian calendar year, 
which ended on March 20, 2014.

Senior Iranian energy officials have 
announced on several occasions that they 
plan to turn the country’s Persian Gulf is-
lands into petrochemical hubs.

In July 2013, NPC Director for 
planning and development said the third 
phase of the sixth five-year development 
plan in the petrochemical sector, which 
is nearing its completion, is focused on 
building petro refineries due to the high 
level of the value added they generate.

"Lavan and Qeshm can play a big 
role in the swift path towards develop-
ment due to their vicinity to the sites 
providing feedstock,” Ramazan Owladi 
noted.

Referring to the upward trend in 
integration of refineries and petrochemi-
cal activities across the world, Owladi 
said the two islands “are able to produce 
very valuable products and boost their 
productivity” due to their easy access to 
crude oil and gas condensates.

Annual Petrochem Output to 
Double Soon

The annual output of Iran’s petro-
chemical plants is expected to more than 
double or hit 130 million tons after the 
commissioning of several projects in the 
petrochemical sector in the near future, 
First Vice-President Eshaq Jahangiri an-
nounced.

"We are striving to boost the coun-
try’s petrochemical industry output to 
130 million tons from the current 60 mil-
lion tons,” Jahangiri said, addressing IPF 
2014 in Tehran.

He explained that Iran is a unique 
country in terms of access to different 

resources needed for an advanced petro-
chemical industry, and said, “Iran is the 
only country in the world and the Middle 
East that has hydrocarbon reserves, both 
in the form of gas and liquid fuel, needed 
for the petrochemical industry, and this 
enables the country to enjoy value added."

Jahangiri reiterated that Iran is the 
only country in the Middle East that has 
established its petrochemical industry 
from designing reservoirs to producing 
quality products by its own experts and 
engineers and in accordance with the in-
ternational standards.

He also said the Iranian govern-
ment is ready to facilitate petrochemical 
development projects. “Anywhere in the 
country (particularly in special economic 
zones) where conditions are good for de-
velopment of petrochemical industry, the 
necessary permits will be granted for in-
vestment in this industry,” he added.

He said the government would offer 
such facilities as reduced customs duties 
and insurance premiums in order to en-
courage potential investors.

“Iran is currently one of the safest 
countries for investment in the petro-
chemical sector and those eager can rest 

Annual 
Petrochem 
Output to 

Hit 130 mt/y

The 11th Iran Petrochemical Forum 
(IPF) was held in Tehran June 7-8, 
2014. 

The two-day forum brought togeth-
er representatives from 23 countries, in-
cluding 330 local and 50 foreign firms as 
well as 70 foreign guests.

The foreign participants were from 
Germany, France, China, Greece, India, 
Italy, Japan, Saudi Arabia, Singapore, 
South Korea, Spain, Switzerland, Tuni-
sia, the United Arab Emirates, and Viet-
nam among others. 

The event took place in line with 
the new energy diplomacy of Iran’s Oil 
Ministry. The forum also marked the 50th 

anniversary of creation of petrochemical 
industry in Iran. 

The delegates discussed the future 
trends in the petrochemical industry, 
including Iran’s new aggressive invest-
ment program dubbed ‘Another Leap 
Forward’ which seeks to further develop 
the country’s up, mid and downstream 
petrochemical sectors and raise its output 
to 100 million tons per annum.

Participants at IPF 2014 also held 
discussions on key issues of interest to 
the petrochemical industry, including 
new technologies, environment protec-
tion, new applications of petrochemical 
materials as well as marketing and trad-
ing of products.

Iran hosted the forum following 
some sanctions relief on the Islamic Re-
public, including the EU and US bans on 
petrochemical exports.

The ban ease is part of an agreement 
inked in Geneva in November between 
Iran and the five permanent members 
of the UN Security Council - the US, 
France, Britain, Russia, and China - plus 
Germany.

Iran has significantly expanded the 
range and volume of its petrochemical 
products over the past few years, and the 
National Petrochemical Company (NPC) 
has become the second largest producer 
and exporter of petrochemicals in the 
Middle East after Saudi Arabia.

Iran exports petrochemical products 
to more than 60 countries. The main des-
tinations include the Far East, Central 
Asia, Southeast Asia and Africa.

Director of Iran’s Oil, Gas and Pet-
rochemical Products Exporters Union 
Hassan Khosrojerdi said in April that 
European countries such as Italy, Spain 
and Greece had resumed imports of pet-
rochemical products from Iran.

The two-day forum 
brought together 

representatives from 
23 countries, including 
330 local and 50 foreign 

firms as well as 
70 foreign guests.
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assured that the Iranian government will 
provide full support for the participation 
of domestic and foreign private sectors,” 
he said.

Jahangiri said the government plans 
to construct petrochemical hubs in the 
Persian Gulf and the Sea of Oman. He 
said Iran, which holds 11 percent of the 
world’s oil reserves and 17 percent of its 
gas reserves is able to supply feedstock 
to petrochemical plants across the world 
in the long-term.

Petrochem Investment Fund

Petroleum Minister Bijan Namdar 
Zanganeh announced plans for the forma-
tion of a petrochemical investment fund.

“In order to help the presence of 
low-income class in future profitable pet-
rochemical industry projects, the Min-
istry of Petroleum is determined to take 
action for establishment of a petrochemi-
cal investment development fund,” Zan-
ganeh told the inauguration of IPF 2014 
in Tehran.

“The private sector should be sig-
nificantly present in Iran’s petrochemical 
industries, and we know quite well that 
proper business environment and invest-
ment along with good feedstock price 
and necessary infrastructure are precon-
ditions for the presence of domestic and 
foreign private sectors in this industry,” 
he said.

Zanganeh said the ministry feels 
obliged to encourage the private sector 
to investment in lucrative petrochemical 
projects. “To that effect, the Ministry of 
Petroleum has provided the necessary 
facilities for the private sector while 
preventing any allocation of illegal 
rake-offs.”  

He said diversity in petrochemical 
products supplied on international mar-
kets would spur investment in this sector.  

Zanganeh said Iran has raised the 
value of its petrochemical sales from one 
billion to 22.5 billion dollars over the 
past 25 years.

“In late 2013, Iran’s petrochemical 
industries managed to export 12.8 mil-
lion tons of products valued at 9.9 billion 
dollars to world markets and 14.5 million 
tons was supplied to domestic markets,” 
he said.  

Zanganeh said Iran’s petrochemi-
cal products mainly include polyethyl-
ene, PET, polystyrene, PP and paraxy-
lene. He said Iran has won toehold in 

petrochemical markets across the globe 
in recent years.

“The latest estimates show that in 
the upstream and downstream sectors, we 
will need 70 billion dollars, 30 percent of 
which will be needed in the downstream 
sector,” he said.

Zanganeh also said that Iran holds 
around 33.6 tcm of natural gas with a dai-
ly gas processing capacity of 600 mcm 

which is expected to rise to 1,000 mcm/d.
He said the completion of phases 12 

to 27 of offshore South Pars gas field will 
let Iran recover 650,000 b/d of gas con-
densate, 6.7 mt/d of liquefied petroleum 
gas (LPG) and 4 mt/year of ethane.

Petrochem Industry Needs 
$5b Investment Annually

Minister of Industry, Mine and 
Trade says the country needs annually 
five billion dollars of investment in or-
der to achieve its targets in petrochemical 
sector under the 2025 Vision Plan.

Addressing the 11th IPF conference, 
Mohammad Reza Nematzadeh said Iran’s 
petrochemical industry not only enjoys 
qualified manpower and experts but a 50-
year petrochemical history that provides 
enough privileges for investment.

Criticizing former administration’s 
performance in petrochemical sector, he 
said the petrochemical sector’s progress 
slowed down in those years and could 
not achieve its targets.

The minister further said that the 
country enjoys vast reserves of hydrocar-
bon resources as well as ethane, butane, 
propane, methane, and gas condensate 

which altogether provide adequate feed-
stock for development of petrochemical 
industry.  

According to Nematzadeh, one of 
the main challenges of petrochemical 
sector is underdevelopment of its inter-
mediary industries which needs great 
support.

Elsewhere in his remarks, he said 
Chabahar, Jask, Lavan and Iranshahr 
regions are appropriate places for set-
ting up petrochemical plants, noting that 
these regions need basic investments and 
support by NIGC and NIOC.

The Research and Technology Cen-
ter of NPC should resume its activities 
with the goal of developing technical 
know-how related to downstream opera-

“Iran plans to construct 
petrochemical hubs in 
the Persian Gulf and 

the Sea of Oman,” 
Jahangiri said.

“Iran needs annually 
five billion dollars of 

investment in order to 
achieve its targets in 
petrochemical sector 
under the 2025 Vision 

Plan,” Nematzadeh said.

tions, Nematzadeh told the conference.
He also called for activating the idle 

capacities in the petrochemical sector 
which he said stands at 30 percent cur-
rently.

Iran Eyes 180 mt/y 
Petrochemicals Output

Iran expects to raise its annual pet-
rochemical production capacity to 180 
million tons as new projects are expected 
to come on-stream, director of National 
Petrochemical Company said.

“With the completion of 60 unfin-
ished projects remaining from the previ-
ous administrations and the implemen-
tation of 36 new methane-fed projects, 
[Iran’s] annual petrochemical production 
capacity will soar past 180 million tons,” 
Abbas Sheri-Moqaddam told IPF 2014.

“At present, Iran enjoys a 60-mil-
lion-ton petrochemical production ca-
pacity, and due to a variety of reasons 
including feedstock shortage, only 68 
percent of this capacity is used,” he said.

Sheri-Moqaddam said the new 36 
petrochemical projects need 41 billion 
dollars in investment. He said Iran will 
see its petrochemical production rise by 
two million tons a year by March 2015.

He said that four petrochemical 
hubs are to be established in Parsian 
Special Economic Zone in the east of 
Assaluyeh off Persian Gulf waters, Jask 
Free Zone off the Sea of Oman, Cha-
bahar Free Zone and Iranshahr Special 
Zone in southeastern Iran.

Unique Petrochem 
Investment Opportunities

Iran is a unique country in the world 
in terms of opportunities for petrochemi-
cal investment, director of Iran Petro-
chemical Forum said at the opening of 
the two-day event.

“Everyone knows that Iran is unique 
in the world in terms of ownership of hy-
drocarbon reserves for the establishment 
of petrochemical industry,” Mohammad-
Hassan Peyvandi said.

He called on First Vice-President 
Jahangiri and Petroleum Minister Zan-
ganeh to prepare the necessary infra-
structure for the development of petro-
chemical industry.

Peyvandi said a “new and rare op-
portunity” has been created for Iran to 
develop its petrochemical industry. 
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Iran, due to possessing fossil energies 
and its location on the coastline of the 
Persian Gulf as the heart of hydrocar-

bon energy generation of the world, en-
joys a prominent place in meeting global 
energy demands.

Possessing about 13% of the world’s 
oil and 17% of the globe’s gas resources 
Iran still plays a determining and leading 
role in the years ahead of the 11th Gov-
ernment for responding to the increasing 
global demands in the energy market. 

The Ministry of Petroleum in the 
11th Government is faced with a grow-
ing number of competitors who have 
emerged to attract foreign investment 
and purchase and transfer technology to 
develop downstream and upstream activi-
ties. In order to stabilize and promote its 
global status, the Ministry of Petroleum 
should cope with the challenges ahead by 
formulating strategic plans. This is under 
conditions that the regional oil producing 
countries are making efforts to increase 
their share of the global market and joint 
resources. What needs to be followed in 
formulation of the Ministry’s plans is to 
carry out the policies of “resistant econo-
my” and powerfully bypass the sanctions.

Undoubtedly, reliance on the engi-
neering power of the country during the 
past years the outcome of which has been 
implementation of dozens of giant proj-
ects within EPCC (Engineering, Procure-
ment, Construction, Commissioning), 
EPC (Engineering, Procurement, Con-
struction) and EP (Engineering, Procure-
ment) has led to the formation of tens of 
companies and growth and development 
of domestic production. It is on the ba-
sis of such growth that today it can be 
claimed that an extremely high volume of 
heavy and ultra-heavy equipment, fixed 
machinery, electricity equipment and pre-
cision tools, wellhead and borehole in-
struments, valves, drilling equipment and 
other refinery unit equipment, as well as 

gas and petrochemical industry installa-
tions are manufactured in the country at 
international and quality standards. 

It must be noted that the previous 
government’s commitments in the Fifth 
Development Plan (2010/11 – 2014/15) 
to invest $247 billion in the oil and gas 
sector under conditions that the country 
had faced certain trade curbs, requires 
national determination to achieve the set 
targets. 

A glimpse at parts of the Petroleum 
Ministry’s plans to accelerate develop-
ment of the oil industry underlines the 

Petroleum Ministry 
Needs Strategic Plans to 

Promote Its Global Status
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ever-increasing importance of and special 
attention paid to this industry:

 Increase crude oil production 
capacity from joint fields by one 
million barrels 
 Strong resolve of the government 

and the Petroleum Ministry in 
supporting domestic production
 Development of national technology 

coupled with competition in quality, 
time and pricing 
 Bypassing the sanctions by using 

national capabilities and tools 
 Accelerating development of joint 

oil fields and joint gas reservoirs by 
using public and private sectors 
 Preparedness of the oil 

industry through Kala Naft 
Tehran Manufacturing, Support 
and Procurement Company for 
cooperation with manufacturers of 
goods and equipment and purchase of 
items needed by the oil industry.
 Obliging oil industry companies to 

purchase domestic commodities and 
services
 Development of the necessary 

infrastructure for issuing quality 
certificates for Iranian goods in an 
effort to promote national technology 
 Organizing general contractors’ 

sector as the largest supporter of the 
industry 
 Unification of domestic and foreign 

contracts for the supply of parts 
 Transparency of the bidding process 

and creation of an arbitration body for 
implementation of the contracts 

Undoubtedly realization of these 
aspirations and creation of job opportuni-
ties, sustainable economic development, 
preservation of Iran’s historical OPEC 
quotas and earning the government rev-
enues call for extensive investment which 
should be realized in the upstream sector 
of the oil and gas industry.  

What needs to be 
followed in formulation 
of the Ministry’s plans is 
to carry out the policies 
of “resistant economy” 
and powerfully bypass 

the sanctions.
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Tehran-Muscat ties have been tra-
ditionally one of the most stable 
political relations in the recent 

decades.
After Iran and the P5+1 concluded 

a landmark nuclear deal in Geneva in 
November 2013, some Western media 
reported that Iranian and U.S. statesmen 
had held unofficial and secret talks sev-
eral months before the Iranian presiden-
tial elections in May 2013. Oman was 
reportedly the venue of these informal 
and clandestine talks between Tehran 
and Washington. 

During his visit to Oman in March, 
Iran’s President Hassan Rouhani urged 
Omani investors to make investments 
in Iran stressing that economic relations 
will boost regional security.

Rouhani arrived in Muscat at the in-
vitation of Sultan Qaboos, and according 
to Oman’s official ONA news agency, 
the two leaders discussed “bilateral co-
operation” and “building good relations” 
between their countries.

Rouhani said his visit “is of great 
importance to strengthen relations be-
tween Iran and Islamic countries, espe-
cially those neighboring Iran”.

Rouhani is the second Iranian lead-
er to visit Oman since the 1979 Islamic 
Revolution. His hardline predecessor 
Mahmoud Ahmadinejad visited the sul-
tanate in 2007.

Later in the day, Rouhani said in a 
meeting with Iranian and Omani busi-
nessmen that his administration was try-
ing to turn Iran into a safe environment 
for foreign investment.

An economic bloc like ASEAN or 
NAFTA between Iran and its neighbors 
would accelerate growth and promote 
regional development and stability, Rou-
hani said.

He added that such an alliance 
would also bolster the security of the 
countries of the region and cut their reli-
ance and spending on weapons to ensure 
security. 

“Investment in each other’s coun-
tries would be the best defensive factor,” 
Rouhani noted, adding, “Aircraft, ves-
sels and tanks do not bring security for 
us. Connection between nations brings 
security. Instead of fighters, the num-
ber of railroads should be increased. In-
stead of tanks, the number of highways 

We Should Bring 
Our Hearts Closer

The new Iranian 
administration’s priority 

in its foreign policy 
is to forge closer ties 

with the Islamic world, 
particularly its neighbors. 

Nations) and NAFTA (North American 
Free Trade Agreement) have made the 
economies of their regions “blossom” 
and have contributed to their growth and 
stability.

“The establishment of a railroad 
from this region to northern countries is 
one of our policies,” he added.  Rouhani 
also said that the new Iranian administra-
tion’s priority in its foreign policy is to 
forge closer ties with the Islamic world, 
particularly its neighbors. 

“We should bring our hearts closer. 
We should bring regional countries clos-
er. For a region to grow, their economies 

should complement each other. 
“To bring them closer, we have to 

define common interests and resolve the 
existing disagreements step by step but 
permanently. We should bring our views 
and cultures closer,” Rouhani said.    

Facilitating investment regulations 
can help enhance economic cooperation, 
Rouhani added.   

The Iranian president also said 
that regional countries should avoid un-
healthy rivalry with each other, which 
sometimes become “hostile”. 

Before departing Tehran for Mus-
cat, Rouhani hailed the “good relations” 
that exist between Tehran and Muscat.

“During this trip, we want to im-
plement contracts (signed) in the field 
of trade and economy, especially those 
linked to oil and gas,” as well as in fi-
nance, banking, and culture, he told re-
porters at the airport.

Tehran’s ambassador in Muscat, 
Ali Akbar Sibeveih, said ahead of the 
visit that Oman and Iran are seeking to 
expand trade, which reached $1 billion 
(Dh3.67 billion) last year, as well as bi-
lateral investments which they expect 
will top $10 billion by the end of this 
year.

Iran and Oman signed an agreement 
in 2009 for the construction of a 200-ki-
lometer undersea gas pipeline linking 
the two countries.

Oil minister Bijan Zangeneh, ac-
companying Rouhani, voiced hope that 
the project would be finalized “during 
the visit”.

Iran is planning to invest $4 billion 
in Oman’s Duqm port on the Arabian 
Sea, in projects that include the estab-
lishment of 100 large oil and gas tanks 
and an iron-smelting plant, among other 
projects.

It will invest a further $2 billion in 
two other ports — Sohar and Salalah, ac-
cording to Sibeveih.

Meanwhile, Oman will invest in 
petrochemical, education, and oil exploi-
tation projects in Iran worth $4 billion.

Among member countries of the 
Persian Gulf Cooperation Council, 
Oman has had the closest ties with Iran. 
In recent years, Oman has mediated sev-
eral times to release prisoners or resolve 
Tehran-Washington problems.  

should be increased. Instead of weapons 
arsenals, traffic of ships should be in-
creased.” 

“You are witnessing that coun-
tries in different parts of the world have 
paved the way for the growth of their 

region through cooperating with each 
other in economic areas,” Rouhani told 
the meeting.

The Iranian president pointed out 
that the activities of the members of 
ASEAN (Association of Southeast Asian 

P a r t n e r s h i p
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A Larger Proportion of 

Green GDP
Development of Combined 
Forest and Wood Industries 
May be One Solution * The views presented in this article are 

solely of the writer and do not represent 
the view/position of the organisation 
that the author is employment with. 

Mohammad Ali Farzin 
(Ph.D Development Economics)*

How can Iran ensure 
both inclusive eco-
nomic growth and 

sustainable development 
over the next twenty to thirty 
years? Two aspects of this are 
discussed below: first the need 
to link together in our think-
ing, planning and accounting 
processes the three important 
sectors of economic develop-
ment, social well-being (social 
capital) and natural resources 
(environment), and then how 
to measure and monitor such 
an integrated system. Second, 

the need to identify some pos-
sible applicable feasible so-
lutions that are aligned with 
such an integrated system of 
development. 

The first issue would 
actually require a national 
accounting system and devel-
opment planning process that 
goes beyond just looking at 
our current value added ac-
tivities (i.e. GDP) – and which 
could appropriately identify 
the relationships involved be-
tween the three sectors, and 
give appropriate weight to 

The climatic trend 
is now worsening: 
predications for 

Iran are more heat 
and much less 

rainfall in the next 
thirty years.
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them; and, more especially, 
also assess our resource us / 
capital use, depreciation and 
reinvestment. The second is-
sue would require identifying 
investments and techniques 
that can ensure integration 
– and preferably through im-
plementation of “green” type 
practices. For the latter, as a 
solution, more tree planting 
would be a very simple, and 
historical, answer: but how 
and with what kind of inte-
grated investment and tech-
nology and linked to which 
market to ensure sustainabil-
ity. These are difficult ques-
tions to answer.

Iran’s Sustainability - Situ-
ation And Trend: The coun-
try’s growth and development 
path, and the Iranian people’s 
ability to have a good stan-
dard of well-being, both now 
and in the future, are increas-
ingly dominated by primary 
resource related and climatic 
factors – that are increasingly 
beyond our control. Of course, 
Iran’s foremost resource is 
its population: now 77 mil-
lion and mostly young: thirty 
years ago it was half of this; in 
twenty five years’ time prob-

dren, future food security, abil-
ity to produce economic value 
added and our population 
movements (and migrations): 
problems of human security 
are on the future horizon and 
are being seriously thought 
about by the Government. 

Our socio-economic 
based growth process, how-
ever, is perhaps not helping to 
mitigate enough such adverse 
climatic trends. Looking at the 
long term (thirty year) aver-
age annual growth trends on 
combined social and economic 
development outcomes is in-

dicative of this challenge: eco-
nomic GDP growth has been 
around 3.5% on average per 
annum; carbon di-oxide (CO2) 
growth about 5%; employ-
ment growth just above 2%; 
human development (the HDI 
index) growth about 1.6%. The 
difference in the four aver-
age growth rates, over a long 
period of time, indicates lack 
of balance and lack of conver-
gence: clearly our development 
approach has been excessively 
industrial and capital intensive 
(i.e. CO2 growth is more than 
GDP growth which is more 

than employment and human 
resources growth). Hence pres-
surizing the natural resource 
base and environment, as well 
as not creating enough long-
term human capability. A more 
sustainable approach would 
have witnessed more employ-
ment and human development 
growth per annum, and cer-
tainly less CO2 growth – even 
with a higher economic GDP 
growth. 

If such trends continue 
over the next twenty years, 
adverse effects on natural re-
sources capacity to sustain the 
population will remain (and 
their adverse impact could be 
even more than when only 
climatic trends are at work). 
Of course, the Government of 
Iran’s 5th Five Year Develop-
ment Plan 1390-1394 (2011-
2015) intends to achieve 
economic growth with social 
justice (i.e. inclusive growth), 
aiming to raise annual GDP 
growth to 8%, improve the hu-
man development index (HDI 
- from 0.7 to 0.8), and bring 
down unemployment from 
above 12% to 7%. Such com-
bined policy objectives re-
main useful for long term sus-
tainability: but only as long as 
much of the investments that 
are required to achieve 8% 
GDP growth per year actually 
adopt some type of green cri-
teria and are also job creating 
(especially in green job type 
activities); and subsequently 
a larger proportion of GDP is 
also made green. 

Accounting For Primary 
Resources and Capital De-
velopment: But how much 
green? How must our GDP 
take shape to help ensure 
we can keep breathing, eat-
ing well, moist and cool, and 
the population stabilized in 
twenty years’ time? And sus-
tain ourselves. We are unable 
to properly assess this at the 
moment given the way we 
measure resources from a val-
ue added (GDP) perspective, 

Much of Zagross 
forest is now being 

lost to grazing 
land conversion 
and fuel-wood. 

The Zagros 
region as a whole 
is, nevertheless, 

exceedingly good 
for ecotourism and 
energy generation. 
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arid, with low average annual 
rainfall of 250 mm (a third of 
the global): and which will be 
more adversely affecting our 
agriculture and food security 
in the future as the amount of 
rainfall in poor rangeland and 
desert land is well under 70 
mm per annum – insufficient 
to sustainably hold popula-
tions and make food, unless 
something technical and orga-
nized is done about it.

The climatic trend is now 
worsening: predications for 
Iran are more heat and much 
less rainfall in the next thirty 
years. Water supply will prob-
ably decline: from 7,000 cubic 
meters of annual per capita 
water available in 1956, to 
the 2,000 that we have today, 
and probably down to 1,000 in 
twenty years’ time. Perhaps, 
and regrettably, our current 33 
million hectares of desert will 
increase significantly - and en-
croach further into our useful 
forest, food-land and range-
land (witness the Urumieh 
Lake problem). By how much, 
however, is difficult to tell. The 
combined result of population, 
natural resources and climatic 
trends will subsequently (and 
significantly) affect our chil-

ably 120 million (and then 
probably older on average). 
The second main resource, 
our natural capital, as well 
known is quite significant, es-
pecially the underground en-
ergy, oil, minerals and metals. 
Of the 162 million hectares 
of land in Iran, only 14 is for-

est (to help us breath), 28 is 
relatively okay rangeland (for 
the livestock), 56 poor quality 
rangeland and 33 is hot desert: 
only 13 million hectares is in 
use each year for agriculture 
and horticulture to support our 
food security. Surface climatic 
conditions of Iran are semi-



IRAN INTERNATIONAL, June 2014, No. 71IRAN INTERNATIONAL, June 2014, No. 7158 59

and the fact that future time 
trends are uncertain: hence the 
requirement to properly as-
sess capital and depreciation 
values (wealth) and include 
future time better in our cal-
culations (and in our financial 
discounting). Nevertheless, 
from a GDP perspective, and 
using sector indicators of 
green development, we would 
probably need to at least dou-
ble the current 15% or so of 
GDP that is combined agricul-
ture, forestry and wood related 

production industry to a level 
of 30%. A difficult condition-
ality indeed, given the his-
torical practice and trend – but 
probably necessary, in order to 
reduce the uncertainty prevail-
ing over Iran’s future sustain-
able development trend. 

To ensure such a new 
approach and practice would 
require us moving away from 
customary focus on changes 
in GDP (or GNP – i.e. gross 
domestic product and gross na-
tional product) as the main cri-

terion for judging the progress 
of the country. Development 
experts and economists have 
now well recognized that, as 
a measure of development and 
wellbeing, GDP suffers from 
serious limitations: they are no 
longer seen as good indicators 
of sustainable development or 
progress in inter-generational 
(our children’s) well-being. 
The main reason is that the 
GDP measure is not appropri-
ately sensitive to the depre-
ciation (change) of various 

primary resources and capital 
(natural, human, social and 
economic) while they are being 
used up – and, hence, cannot 
completely guide on future in-
vestments that are appropriate 
to sustain open and dynamic 
systems (which is always con-
sidered a systemic problem in 
the economic “market failure” 
perspective school of econom-
ics). Iran needs, then, to be able 
to include both depreciation 
and changes in wealth in our 
economic National Accounting 
system if we are to ensure sus-
tainability (and appropriate fu-
ture investments and resource 
allocations over time)1. 

Additionally, given that 
this article is focused more 
on tree’s and wood, and as the 
cost/risk in forest develop-
ment is significant while the 
relative comparative advan-
tage of import of wood based 
raw materials is to the benefit 
of trade, there is also a need to 
take a long term investment 
based approach to the matter: 
instead of thinking current 
comparative advantage we 
should be considering future 
competitive advantage when 
we look at trees, forest and 
wood in a country like Iran 
– and factor into account the 
depreciation and reinvestment 
in them too.

Further, we should also 
give significant importance 
(weight) to Iranian people’s 
capacity to work and function 
to achieve their valued goals 
and objectives: a human ca-
pability approach is required2. 
In the case of the forest and 
wood products industry, for 
example, those population 
groups involved should be 
enabled and empowered to 
raise their combined activity 
levels in tree planting and cut-
ting for wood production to 
raise productivity, in a man-
ner such that the percentage of 
trees planted and reforestation 
is significantly more than tree 
cutting and capital destruc-
tion for value added (income) 

purposes3. This would require 
more human resource invest-
ments in this field, more cor-
porate social responsibility in 
the industry, more community 
participation in forest develop-
ment and rangeland rehabilita-
tion, new institutional mecha-
nisms with more combined 
public-private-community 
partnerships, etc. Implement-
ing well such human and so-
cial capital investments in the 
forest and wood sectors could 
raise the total green GDP to 
more than 30% - which is the 
indicator we need to see in the 
future for sustainability.

A Need To Further Inte-
grate Forest Development 
and Wood Industry: So how 
much green? As mentioned, 
perhaps at least 30% of GDP 
in 2030 – if we Iranians are 
to properly adjust to the new 
climatic conditions. And how? 
Through green technologies 
and planning: by zoning of 
green belts that can sustain 
tree planting, moisture, wood 
industry development, food 
production and populations. 
Much of it achieved through 
incentives and locally gen-
erated support to activities. 
But certainly, a new national 
development strategy is also 
required for sustainability in 
twenty years time.

Of course, Iranians have 
been involved in forest devel-
opment, carpentry and wood 
products for thousands of 
years, through the making of 
tree plantations; rehabilitat-
ing deserts; building qanats; 
building instruments, tools, 
weapons, ships and carts from 
wood; and through handicraft 
wood cuts and engravings 
(e.g. the famous monabat 
kari). So we do know what to 
do. This makes any new de-
velopment strategy easier to 
plan. Tree planting also had 
a religious and social aspect 
with the people of this region: 
more than three and half thou-
sand years ago prophets, in-

cluding Abraham (who origi-
nally came from Ur in Elam) 
and Zoroaster, prompted the 
people to plant trees – and ob-
viously people did so. 

With Iran being semi-
arid, only less than 10% of 
the country’s lands are forest 
and woodland. We have sig-
nificantly less forest now than 
three decades ago, and given 
the above mentioned trends in 
aridity, we will have even less 
forest, less agricultural land 
area and more desert over the 
next twenty or so years: the 

seriously: especially so if this 
is undertaken through both 
targeted zoning and human 
capabilities development ap-
proaches. There are currently 
many challenges: forest use 
is insufficiently organized 
for sustainable development 
purposes; the wood industry 
seems fragmented and lacks 
the proper access to raw mate-
rials, quality control and mar-
kets; high standards are miss-
ing throughout; as are the right 
institutional mechanisms. 

Good planning, standards set-
ting, institutional and corpora-
tion mechanisms, new green 
technology and better invest-
ment can help mitigate this 
problem, and so help save our 
children and grandchildren. It 
would need a wholistic and 
inter-sector approach with the 
requisite institutions4.

The national institutions 
that are currently directly ac-
tive in this chain of require-
ments, include: the Forest, 
Rangeland and Watershed Or-

Today, most of 
Iran’s near 30 

million or so rural 
people benefit 
directly from 
the 14 million 

hectares of forest 
and general 

woodland, while 
the combined 

forest products 
and wood industry 
sectors probably 
directly employ 

only about  
300,000 persons...

risk of loss being also accen-
tuated by excessive tree cut-
ting for lumber and fuel-wood 
use, for conversion into hous-
ing development and general 
encroachment from rangeland 
and grazing. The push for sole 
economic growth, without due 
consideration to the resource 
base, and the people’s capa-
bility, is the main challenge: 
creating all sorts of complica-
tions in the long term.

What can we do about 
it ? Iran’s combined capa-
bility in forest development 
and wood industry provides 
a solution for national devel-
opment planners to consider 

W o o d  I n d u s t r y
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ganization (FRWO) which has 
oversight of the forest sector; 
and the Ministry of Mines, In-
dustry and Trade (MMIT) that 
is responsible for the wood in-
dustry, gives licenses and sets 
various duties (imports, ex-
ports, sales tariff/prices on solid 
wood products, particleboard/
chipboard, fiberboard, plywood 
and wood-handicrafts). 

Forest Development In Iran: 
Out of 14 million hectares or 
so of forest and woodland, 
only half are considered as 
main forest. These are mainly 
the magnificent Hyrcanian 
forest in the Caspian Sea area 
of the northern Alborz moun-
tain that cover over 2 million 
hectares of hardwoods (pri-
marily beech and hornbeam 
but also maple, oak, alder, 
elm, ash and iron wood); but 
also with limited softwoods 
including cypress, juniper and 
yew. Formal, FRWO related, 
harvesting and management 
programmes account for over 
50% of the forest area; pro-
duction harvesting in planta-
tion forests accounts for 5% of 
total; and only about 15% of 
this Hyrcanian forest is fully 
protected from harvesting. 
The western Zagros mountains 
forest accounts for about 40% 
of Iran’s main forests: mainly 
oak, but with more than 180 
other species identified; it is 
also suitable for poplar tree 
cultivation; but its general tree 
species are not really suitable 
for industrial wood production 
(but mainly for fruit and gum 
related income generation). 
Also much of Zagross forest is 
now being lost to grazing land 
conversion and fuel-wood. 
The Zagros region as a whole 
is, nevertheless, exceedingly 
good for ecotourism and en-
ergy generation. 

Forests and woodlands 
in other areas of Iran are not 
exploited for their industrial 
wood, and commerce is limit-
ed to their non-wood products 
such as natural dyes, gums, ar-

made to rehabilitate rangeland 
and control desertification 
– 42,000 hectares of water 
harvesting and above 10,000 
hectares of new plantations to 
prevent desert encroachment; 
and over one million hectares 
were directly under watershed 
management activities. 

Forest planting, irrigation 
support, utilization levels for 
timber harvesting, rehabilitat-
ing logged areas and replant-
ing are undertaken by the na-
tional authorities, specifically 
the FRWO (part of the Minis-
try of Jihad Agriculture). This 
national organisation is giving 
more special attention to rural 
development with community 
participation in harvesting 
and re-forestation activities, 
with the aim of meeting both 
commercial needs for wood 
while offering environmental 
protection for the natural re-
source (commons) areas. Its 
various programmes include: 
establishing plantations near 
large towns as green belt pro-
tection zones and forest parks; 
tree planting in irrigated and 
non-irrigated land areas; and 
providing free saplings and 
seedlings to landowners and 
communities to promote tree 
planting. By the year 2010 an 
estimated 2.5 million hectares 
of such plantations had been 

developed in Iran through 
FRWO. 

The Wood Industry: The 
modern wood industry of Iran 
started around 1906 (saw-
mills, match-stick produc-
tion, etc.) while manufacture 
of fiberboard and plywood, 
and furniture started only 
after 1945. Iran now has a 
well-established wood prod-
uct manufacturing sector and 
a good domestic market for 
its products: particularly an 
increasing demand for mod-
ern furniture and other wood 
home-furnishing products. 
The industry is relatively or-
ganized, but would need to 
restructure significantly for 

integration in both more value 
added impact and more sus-
tainable primary resources 
use: it is operating with dated, 
low-technology machinery; 
certainly at less than full ca-
pacity; with limited supply of 
raw materials being the con-
straint, especially in plywood 
and veneer manufacturing 
which requires quality inputs. 
In value added terms, the GDP 
of the forest wood products 
industry is less than one per-
cent of national GDP: perhaps 
around 30,000 billion Rials 
or (at 25,000 Rials per dollar) 
equivalent to $1.2 billion. This 
is relatively insignificant. 

In the mid 1990’s, 
nearly 1.5 million cubic me-
ters of wood-based products 
came from the Caspian for-
est source; however, by 2005 
this had been reduced to well 
under 1 million. In the pro-
cess, official statistics sug-
gest that fuel-wood produc-
tion has declined while logs 
and pulpwood have increased 
their share. It is informally 
estimated, however, that per-
haps up to 1 million cubic 
meters of fuel-wood, logs and 
timbers are also illegally cut 
annually. As a result of fall-
ing local production of solid 
wood and the high domestic 
demand, imports are becom-

ing significant: by 2005 most 
of Iran’s solid wood (logs and 
lumber) imports were from 
Russia. Azerbaijan, UAE, 
Indonesia, Malaysia, China, 
Turkey, Georgia, and Arme-
nia, provided the minor share. 
Exports remain negligible, at 
about 3,900 tons in 2006. 

Domestic sources of 
high-quality logs are limited, 
and there is a ban on importing 
round-wood with bark into Iran 
(due to phyto-sanitary stan-
dards). Some relatively large 
sawmills are located in the 
Caspian forest areas, but are 
operating at less than full ca-
pacity. Particle-board produc-
tion has increased significantly 
over the years due to increased 
domestic consumption: but 
has led to the establishment of 
new manufacturing capacity 
using primarily secondhand, 
imported machinery. Particle-
board manufacturers can also 
use non-traditional tree re-
siduals for raw materials: for 
example from bagasse (sugar 
cane waste) and small tree and 
bush residuals. The domestic 
demand for particle-board has 
been increasing on average by 
about 6% per annum: by 2005 
Iran was also exporting about 
3% of its total particle-board 
production.

The market for compos-
ite woods is also large. Medi-
um density fiberboard (MDF), 
both laminated and raw, is 
mainly imported and primar-
ily supplied from Turkey, and 
to a much lower extent from 
Austria, Germany, Malaysia 
and the UAE. The main local 
market is the cabinet making 
and furniture industry (over 
90%): up to 2005 all consump-
tion was imported, when the 
first national MDF manufac-
turer started production using 
hardwood from Iranian forests 
located near the Caspian Sea. 
Fiberboard is also important: 
in 2006 Iran exported 3% of 
total fiberboard production 
primarily to Armenia (66%), 
Afghanistan, Azerbaijan, Iraq 

In the mid 1990’s, 
nearly 1.5 million 

cubic meters 
of wood-based 
products came 

from the Caspian 
forest source; 

however, by 2005 
this had been 

reduced to well 
under 1 million.
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omatic plants, oils, pistachios, 
walnuts, almonds, barberry, 
medicinal herbs etc., etc. In 
the desert and semi-desert ar-
eas of Iran the vegetation cov-
er is mainly small tress, shrub 
and bush, as seen beautifully 
on the extensive rangelands 
and plains of Iran.

Today, most of Iran’s near 
30 million or so rural people 
benefit directly from the 14 
million hectares of forest and 
general woodland, while the 
combined forest products and 
wood industry sectors proba-
bly directly employ only about 
300,000 persons – of which 
only 45,000 work in the larger 
and formally registered indus-
trial units and workshops (with 
appropriate social security 
benefits for the work force). 
Further, and as mentioned 
above, looking at capital val-
ues in Iran’s forest sector sug-
gests estimates of eco-system 
values of around $2,400 per 
hectare of forest 5. That indi-
cates a capital value of more 
than $33 billion for the total 14 
million hectares (or less than 
ten percent of GDP – although 
this may be an overestimate 
given that only half the 14 mil-
lion is true forest). 

As the shortage of water 
can seriously constrain such 
tree plantation development 
in our arid and semi-arid zone, 
so the costs of irrigation and 
maintenance are significant 
for private parties: the Gov-
ernment has, therefore, to 
undertake the required basic 
natural capital, infrastructure 
and support development. 
Fortunately, Iran’s forest con-
servation and reforestation 
programme is well established 
and quite significant6, al-
though it is not at the optimal 
scale that it should be for long 
term sustainability. In 2011 
alone, according to formal sta-
tistics7: up to 10% of Iran’s 14 
million hectare of forests were 
protected; more than 25,000 
hectares of land was refor-
ested; significant efforts were 
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and Uzbekistan. 
Plywood is important for 

wood structures, furniture and 
prefabricated doors: both con-
sumption and imports have in-
creased; however, due to lim-
ited domestic supply of logs 
and constraints on importing 
of logs, the local plywood 
production sector has been 
operating at less than 25% 
capacity, and despite the high 
import duty on plywood (more 
than 30% of value) importing 
of tropical woods from China 
and other Asian countries has 
continued. Similar difficulties 
exist for veneer related wood 
products: businesses operate 
at low capacity levels given 
lack of quality wood inputs, 
as competition from lami-
nates and melamine surfacing 
is also increasing, which are 
cheaper than veneer. 

Furniture, an important 
growing sector, has many small 
producers in Iran: more than 
50,000 in 2005; while only a 
small proportion were large 
(about 1,000 had more than 10 
employees and 12 had more 
than 100 employees). About 4 
million cubic meters of wood 
raw material is used up in the 
industry: imports having in-

creased significantly, mainly 
from China ($1 million), Tur-
key ($2 million) and UAE ($2 
million). The reduced local 
production levels and lower 
quality of domestically pro-
duced furniture (due to the lack 
of access to quality raw ma-
terials and decreased harvest-
ing of Iran’s forests), and the 
Iranian wealthy classes thirst 
for high-quality and modern 
design furniture (mainly from 
Europe), have prompted this 
trend. However, large quanti-
ties of imported furniture, of 
low price and quality, come 

from China and Malaysia. 
The main constraint fac-

ing the Iranian wood industry 
is that of quality raw mate-
rial inputs, given the limited 
amount of local wood material 
needed to supply both primary 
and downstream manufactur-
ing. While furniture manufac-
turers can import saw-wood 
raw material, panel producers 
cannot import fuel-wood, pulp 
wood, or industrial round-
wood for their needs. For 
plywood, veneer and saw-
wood producers, importing 
logs (round-wood) with bark 

is also banned by trade policy 
and the phyto-sanitary restric-
tions mentioned above. 

However, what is also 
concurrently happening is that 
Iranian furniture manufactur-
ers are upgrading production 
lines and methods and also 
getting into branding; while 
new panel and sawmill pro-
duction lines are also under 
construction or old ones are 
being renovated. This devel-
opment will help in quality 
control and standards (that are 
not appropriately practiced) 
and prompt green production 
modes. Further, Iran’s wood 
industry related institutions 
and associations have been 
lobbying MMIT to lift the 
ban on importing round-wood 
with bark (particularly the 
tropical species), and further 
prompt wood industry growth. 

Lack of formal market-
ing approaches (and appro-
priate branding), value chain 
analysis and research is also 
another challenge to this in-
dustry which is still SME scale 
oriented. Basic and rigorous 
marketing principles, com-
petitive value chain pricing 
and taking advantage of sup-
ply chain opportunities seem 
to be systematically missing. 
Human resources approaches, 
corporate social responsibility, 
R&D and university-industry 
linkages need to be significant-
ly developed to ensure more 
integration and more value 
added. Nevertheless, the wood 
products industry in Iran has 
a massive potential to grow, 
improve and develop – and to 
even compete internationally 
and raise its total employment 
from the current 300,000 or 
so to more than 600,000 (as 
below will indicate) - with the 
aim of perhaps reaching 1 mil-
lion jobs in the long term. 
 
Integrating Tree Planting 
And Wood Products: Target-
ed Zoning Approaches The 
need to increase raw material 
supply to the wood industry is 

obvious. Only through the ex-
pansion of domestic tree plant-
ing, however. The FRWO’s 
new approach to this is going 
for more scale in tree plant-
ing and revamping through 
encouraging private sector 
investment in plantations and 
community involvement in 
rangeland rehabilitation and 
forest development. The cost 
and risk in tree planting and 
plantation developing is sig-
nificant, of course: and espe-
cially too high with regard to 
both available local capital 
(and especially with the high 
rates of interest prevailing in 
Iran – which shorten invest-
ment time horizons) and the 
relative advantage of imports 
of raw materials or finished 
goods. As mentioned above, 
instead of thinking current 
comparative advantage we 
should be considering the long 
term future competitive advan-
tages of new and incremental 
investments. The latter would 
require a new economic devel-
opment approach (and perhaps 
even more akin to what is now 
in Iran being termed as a resis-
tance economy approach).

Other possibilities for 
raising raw material supplies 
for the wood industry are 
more forest residuals and ba-
gasse: hence a serious need to 
undertake feasibility studies 
by FRWO, and taking steps on 
pre-planned green belt zones 
in the Iranian rangelands for 
producing small tress, shrub 
and bush species for wood 
industry inputs. The available 
small tree and bush species 
for semi-arid rangeland have 
shown significant resilience 
in Iran, and can also be quite 
versatile in their income gen-
eration potential8 - as they 
provide the tree wood residu-
als that can be used in com-
posite wood manufacturers. 
Such an approach (with ap-
propriate species), if planned, 
zoned and targeted, has the 
advantage of generating and 
sustaining scale, requires less 

water use, will produce local 
value added, will help en-
sure local moisture and food 
security and so stabilize the 
population. Such approaches 
should be complemented by 
socio-economic empower-
ment approaches for local 
communities – to help both 
cost reduction and sustainabil-
ity (e.g. social mobilization 
and micro-credit9).

Given an innovative ap-
proach, a new one million 
hectare green zone, across a 
number of watersheds and 
Districts, in a semi-arid zone 
of less than 130 mm rainfall 
per annum, for example, may 
hold about 300 small trees per 
hectare (a total of 300 mil-
lion trees!) - generating mois-
ture, more vegetation cover, 
less land degradation and the 
chance of more of both agri-

cultural food production and 
livestock feed in conjunct , 
and possibly production of at 
least a million tons of grains 
and feed. The zone will also 
produce both more moisture 
and energy: through appropri-
ate cheap green/solar technol-
ogies that are easy to imple-
ment at the local level (e.g. 
glasshouse type approaches). 
Further, the wood composite 
manufacturing industry can be 
involved systematically and 
build a number of its small 
capacity, green type, manu-
facturing plants in the desig-
nated zones. And with a small, 
multi-watershed micro-cli-
mate of its own – the zone will 
have something that Iran will 
need in the future in a number 
of strategic locations – to keep 
the population stabilised. 

The effort and cost could 
be managed to be kept low, 
through targeted planning, 
community participation and 
small, green technology type 
manufacturing. The cost-bene-
fit ratio would be (roundabout) 
1 : 3 – that is, financial invest-
ments would provide a general 
trebling in terms of social-eco-
nomic-environment benefits10. 
It is estimated (by this author) 
that the initial cost of one hect-
are of tree planting and irriga-
tion (using community based 
practices) would be $300 per 
hectare, and the setting up of 
small residual wood manufac-
turing plants at about $700 per 
hectare – a total of $1,000. The 
direct socio-economic benefits 
would be about $1500, and 
the eco-system benefits about 
$1500. At the 1 million hectare 
scale, it would initially cost 
at least $1 billion, and would 
benefit continuously at least $3 
billion.

The cost is minimal com-
pared with national budgets. 
The benefits would include 
keeping a large population ac-
tive and stabilized: the 1 mil-
lion hectares could employee 
up to 300,000 people directly 
and indirectly; economist’s 
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now estimate that for every 
$1 million invested in forest/
woodland activities (through 
community based approaches) 
around 150 jobs are created 
directly (and a similar number 
indirectly in many other lines 
of related activity and deriva-
tive forest and agro industry); 
while the conjunct composite 
wood industry that is estab-
lished (and along with other 
industries in the zone) could 
also produce at least 300,000 
cubic meters of wood from 
the 300 million small trees 
and bush – if pushed. All this 
means that about 1 million 
people (workers and families) 
can be kept out of poverty.

It will also provide a safe-
ty belt for population group-
ings that may be in danger of 
drought and famine in twenty 
years’ time (in which probably 
twenty million persons will 
be at serious risk). A number 
of such strategic zones, across 
Districts around the country, 
may prove useful one day. Ten 
such 1 million hectare special 
zones would produce 3 million 
new trees, 10 million tons of 
food and feed, ten micro-cli-
mates that could be kept moist 
with solar technology11, and 

also keep ten million people in 
households busy and safe for 
a while. The total cost is no 
more than $10 billion (insig-
nificant for Government over 
a five year period): the total 
annual gross benefit could be 
up to $30 billion if organized 
and maintained well.

Importantly, such an or-
ganized approach to keeping 
the primary resources base 
safe and sustainable and at 
the same time generate added 
value and benefits, will also 

prompt Iran going green in the 
GDP percentages, while the 
natural capital base and Iran’s 
ecosystems will have more 
chance of being saved from 
significant depletion, destruc-
tion and less water. Such a 
development policy approach 
will also prompt capacity for 
use of better planning, target-
ing and pricing in the national 
institutions – and supporting an 
increase in our comprehensive 
wealth12, in the GDP and in our 
inter-generational well-being. 
More sustainable technological 
and knowledge based strengths 
will also develop. 

It will also certainly 
expand the supply of raw 
materials for the wood panel 
composite industries (with 
its significant value chain 
and employment possibilities 
that ensure inclusive growth) 
– the subject of our latter 
discussion.   

(Endnotes)
1. Fortunately the Statistical centre 
of Iran has now started this process
2. See the many works of the eco-
nomic Noble Prize winner Amartya 
Sen for this perspective on sustain-
able development – perhaps espe-
cially his Development as Freedom 
(his many works are also translated 

The main 
constraint facing 
the Iranian wood 
industry is that 
of quality raw 

material inputs, 
given the limited 
amount of local 
wood material 

needed to supply 
both primary 

and downstream 
manufacturing.

W o o d  I n d u s t r y

Kharazm
i In

ve
stm

ent C
ompany (P

ublic
 Jo

int S
tock)

Activ
e in

 bankin
g, fi

nancial in
te

rm
ediatio

n, 

info
rm

atio
n te

chnology, 
energ

y 
se

cto
r, 

constr
uctio

n, c
ommerce, m

inera
l in

dustr
ies,      

pharm
aceutic

al  i
ndustr

ies, 
 a

nd  o
th

er 

busin
ess 

marke
ts

Generatin
g 

Su
sta

inable 

Wealth
 fo

r 

Generatio
n 

To
 come

Address: Unit #103, 1st Floor, #16, Bozorgmehr Street, north of Vali Asr Crossing, 
Vali Asr Avenue, Tehran, IR of Iran Postal Code: 1416934981
Telefax: ++9821 66485854 & 66485908-9
Email: info@khig.ir   
Website: www.khig.irKharazmi Investment Co. 

(Public Joint Stock)

into Farsi by economists such as Dr 
Vahid Mahmoodi, Dr Nouri Naeini, 
Dr Hossein Raghfar, and others).
3. The famous Hicksian and Hart-
wick conditions: the simple condi-
tion being that if we cut 10% of the 
trees every year, we should at least 
plant 10% plus a further growth rate 
figure (usually population growth) 
to ensure sustainability; and fur-
ther that the reinvestment from the 
value of the cut trees must at least 
be invested in a growth generating 
process that provides value of more 
than 10%.
4. An inter-sector approach would 
require at least the Ministry of In-
terior, the Department of Environ-
ment, the Ministry of Energy, the 
FRWO, the Ministry of Coopera-
tives, Labour and Welfare, and the 
Ministry of Mines, Industry and 
Trade - and their related institutions.
5. See, for example, tables in Mus-
tafa Taheri: Techniques for Eco-
system Valuation. Note that in com-
parison, rangeland is $550, wetland 
is $35,400, and agricultural land is 
least of all at $222.
6. Iran is a member of the following 
international treaties, which help 
towards our sustainable develop-
ment process and conserve forest: 
Convention on Biological Diver-
sity; United Nations Framework 
Convention on Climate Change; 
Kyoto Protocol; Convention to 
Combat Desertification; CITES 
(Convention on International Trade 
in Endangered Species of Wild Flo-
ra and Fauna); Ramsar Convention 
on Wetlands.
7. The Statistical Centre of Iran 
Yearbook 2012.
8. Witness the excellent work of 
FRWO desertified rangelands reha-
bilitation programmes.
9. Best example is the experience of 
FRWO in the Carbon Sequestration 
Project in South Khorassan prov-
ince (Desert Bureau documents)
10. Utilizing comprehensive meth-
ods such as the Sen, Dasgupta and 
Marglin (1970) approach to cost 
benefit analysis prepared for the 
United Nations.
11. e.g the interesting work being 
done on solar tech in Sharif Uni-
versity of Technology;  and also the 
general support of the Presidency’s 
department of science and technol-
ogy to such knowledge based de-
velopments.
12. See Partha Dasgupta’s The Wel-
fare Economics Theory of Green 
National Accounts (2008) for this 
useful measure of comprehensive 
wealth and its application in devel-
opment planning and economic ac-
counting.

http://www.biodiv.org/
http://www.biodiv.org/
http://unfccc.int/
http://unfccc.int/
http://unfccc.int/resource/convkp.html
http://www.unccd.int/main.php
http://www.unccd.int/main.php
http://www.cites.org/
http://www.ramsar.org/
http://www.ramsar.org/
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South Korea has a market-orient-
ed economy which ranks 15th 
in the world in terms of nominal 

value of gross domestic product (GDP) 
and 12th in terms of GDP per capita. 
Due to its economic growth and imple-

mentation of development programs, 
this country is one of the most impor-
tant and the main economies of G20 in 
the world. 

South Korean enjoys a developed 
economy as well as financial and eco-

nomic markets and per capita income of 
its people is above other countries in the 
Asian continent.

 Last year the Organization for 
Economic Cooperation and Develop-
ment (OECD) announced South Korea 

as one of the economies with highest 
revenues in the region.

South Korea is a member of the 
Asian Tigers and is the only developed 
country of the world which is among 
the “Next Eleven” countries.  Between 
1960 and 1990, South Korea was intro-
duced as a country having the highest 
economic growth rate and in the first 
decade of the 21st century it was among 
developed nations which enjoyed the 
highest economic growth rate. 

However, an important point about 
South Korea is that the country is poor 
in natural resources. This country has 

South Korea, The World’s 
Sixth Biggest Exporter 

South Korean enjoys a 
developed economy as 
well as financial and 

economic markets and 
per capita income of 
its people is above 
other countries in 

the Asian continent.

produced for the export market, accel-
erated the speed of economic devel-
opment in the country. In 1989, major 
changes were introduced in the pro-
duction system of the country and Ko-
rean manufacturers turned to producing 

electronic devices and made progress. 

Rapid Economic Growth in 
1960-1980
The value of South Korean GDP 

increased by at least 8 percent per year 
over this period and rose from $2.7 
billion in 1962 to over $230 billion in 
1989. In that period, the GDP per capita 
increased from $103 to over $5423 and 
in 2007 it exceeded $20,000. The share 
of production sector in South Korean 
GDP was 14.3 percent in 1962, which 
rose to over 30.3 percent in 1987. The 
volume of trade climbed from $480 mil-
lion in 1962 to $127.9 billion in 1990 
and the rate of domestic savings to GDP 
rose from 3.3 percent to approximately 
35.8 percent in 1989. 

The most important factor 
effective in accelerating the speed of 
industrialization and economic growth 
in that period could be the strategy to 
pay attention to the needs of foreign 
markets. Considering the economic 
conditions of South Korea, namely the 
very low level of income-generating 
natural reserves, low rates of savings 
and very small domestic market – this 
policy paved the way for economic 
development of this Asian country. In 
this period, state financial incentives and 
motivations were also highly important 
as the manufacturing sector in the early 
years of this period was work-oriented 
and production costs were often high.

These financial incentives and 
motivations helped South Korea to ex-
ercise further maneuvers as a powerful 
rival in the market and increased its 
export revenues. In early 1980s, Seoul 
took advantage of the monetary poli-
cies in order to control inflation and 
money supply into the economy re-
duced from 30 percent in the 1970s to 
less than 15 percent. At the end of the 
period, the government reduced its in-
tervention in the economy and policies 
were adopted and later implemented 
to liberalize trade and increase market 
competitiveness.

To eliminate the existing inequali-
ties between urban and rural areas, 
implementation of the infrastructure 
projects in expanding roads and com-
munication means as well as increasing 
job opportunities started at villages with 

no natural wealth and all throughout 
history has suffered from overpopula-
tion. Nevertheless, to overcome these 
two problems South Korea used export-
oriented economy. It was the world’s 
sixth biggest exporter and the seventh 
biggest importer in 2012.

But, in order to reach this level of 
growth and development, South Korea 
has passed through an arduous path. 

Post Korea-War Years
After the Korean War, the country 

was turned into one of the poorest coun-
tries in the world and the situation con-
tinued for more than a decade. In 1960, 
the GNP per capita amounted to $79 
which was less than most Latin Ameri-
can and some African countries. During 
that period, South Korea embarked on 
changing its approach and increased 
investment in industrial sectors and in-
dustrial growth turned into the key to 
economic development. 

This investment was so huge and 
effective that in 1986 the share of pro-
duction industries in the GDP of South 
Korea was over 30 percent and 25 per-
cent of the workforce of the country 
were active in this industry.

Enjoying widespread economic 
and political ties with industrialized 
world countries, South Korea substi-
tuted its traditional technologies with 
modern ones and in this way increase 
in production volume of different com-
modities, especially goods which were 

M a n a g e m e n t
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government money. This created a bal-
ance in the economic atmosphere.

1990s and Asian Financial Crisis
In the first half of this decade, 

South Korean economy experienced 
steady growth but with the beginning 
of the economic crisis in Asia in 1997, 
the Korean currency, won was devalu-
ated. In this period, South Korea re-
ceived large amounts of financial as-
sistance from world organizations in 
order to maintain its monetary balance. 
However, the most effective policies in 
resolving the crisis were the balance 
created in the work market by using 
dynamic work market with high effi-
ciency and flexible interest rates. As a 
result of all those policies, South Ko-

China is the largest 
export market of 

South Korea. Last year, 
China absorbed 24.4 

percent of South Korea’s 
export commodities. 

South Korea’s second 
largest market is 

the United States with 
a share of 10.1 percent. 
Japan ranks third with 
a share of 7.1 percent.

rea’s GDP registered a growth rate of 
5.4 percent in the first season of 1999 
and the average economic growth rate 
of the country reached 10.5 percent 
in the closing seasons of that year. 

Twenty First Century
During these years, South Korea’s 

economy moved from state-oriented to-
wards fully market-oriented economy. 
Government policies no more deter-
mined the direction of the economy’s 
movement; rather it was the market 
which decided on future performances. 

Over those years, export revenues 
of South Korea increased to such an ex-
tent that in 2013 it reached $548.3 bil-
lion. Various kinds of semi-conductors 

and wireless communication devices as 
well as different computers and vehicles 
had a major share in export commodi-
ties of the country. Of course, in these 
years South Korea was active in ex-
port of petrochemicals, different types 
of ships and even steel but today it is 
known throughout the world as a pio-
neering country in production of mod-
ern electronic devices.

China is the largest export market 

of South Korea. Last year, China ab-
sorbed 24.4 percent of South Korea’s 
export commodities. South Korea’s sec-
ond largest market is the United States 
with a share of 10.1 percent. Japan 
ranks third with a share of 7.1 percent. 
Last year, foreign direct investment of 
South Korea was $190.4 billion outside 
its borders and its gross foreign debt has 
been put at $397.3 billion.  

M a n a g e m e n t
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Dr. Mehdi Taqavi, an economic ex-
pert, commenting on the process 
of implementation of the second 

phase of targeted subsidies (economic re-
form plan) in the current calendar year, 
1393 (2014-2015) said: “Implementation 
of the first phase brought about problems 
for the people with its complications still 
continuing. Therefore, we must note that 
when the second phase gets started and 
the scenarios for the rise of gasoline price 
become practical stagflation will increase 
in the society.”

Pointing to the plan to increase 
gasoline price to 8000 rials per liter in 
the year 1393 he said: “The govern-
ment has decided to increase the gaso-
line price while the rise in the salary of 
government employees and workers is 
not compatible with the gasoline price 
hike. Therefore, if Rouhani puts the sec-
ond phase into operation he would repeat 
Ahmadinejad’s mistake.”

Commenting on some viewpoints 
by those close to the government to the 
effect that in order to reduce consump-
tion the price of fuel should be increased, 
the economist said: “Some are raising 
this scenario while they are ignorant 
about the high pressures fuel price hike 
will impose on the people.”

Stressing that higher fuel prices 
would cause no problem for the rich and 
those who have high incomes, Taqavi 
noted: “I have emphasized time and 

again that this subsidy system is not 
implemented correctly. Once in 1966 
Britain implemented the subsidy system 
and reduced the living costs of the peo-
ple, especially the workers, drastically to 
such an extent that those who were poor 
received free housing and medication 
from the government.”

He added: “Attention should be 
paid to the subsidy system when medi-
cal support and government services 
are increased. But now the situation is 
such that even middle class people are 
not able to cope with the economic hard-
ships and are considered in the group of 
poor class of the society.”

As for the inflation policy in the 
year 1393 and the government’s prom-
ise to reduce the inflation rate to 25%, he 
said: “The government will not be able 
to bring the inflation down to 25%. A 
few years ago I wrote a book titled "How 
Statistics Lie”. I urge Mr. President to 
certainly read this book.”

He further added: “According to 
forecasts by experts, considering the 
hike in the price of energy carriers and 
the implementation of the second phase 
of targeted subsidies the inflation rate in 
the current year would stand between 45 
and 50 percent. Therefore, it could be 
easily said that the promise of an infla-
tion rate of 25% would not be realized 
this year.”

Stressing that the second phase 
of targeted subsidies would impose an 
inflation shock on the society, Taqavi 
said: “Of course this shock will not be 
as strong as the first shock and will be 
a little milder but executive officials 
should adopt policies that would mini-
mize psychological effects of energy 
price increases.”   

A few years ago 
I wrote a book titled 
“How Statistics Lie”. 

I urge Mr. President to 
certainly read this book.”

How Statistics Lie

quickly affected production and this sec-
tor sustained the biggest blow from the 
sanctions.”

Referring to the successful expe-
rience of certain countries in checking 
their oil revenues, he said: “The majority 
of oil rich countries during the past years 
put the establishment of national wealth 
funds on their agenda in order to prevent 
renewed outbreak of the Dutch disease 
to such an extent that currently 60% of 
financial resources of these funds in the 
world are provided through oil and gas 
money and 75% of them are located in 
the Middle East and Asia. Norway with 
a wealth equal to $800 billion is pioneer 
in this field and our neighboring countries 
such as the UAE and Saudi Arabia have 
taken numerous steps in this respect.”

Commenting on the main objective 
behind launching such funds, the presi-
dent’s senior advisor noted: “Indepen-
dence of government budget from oil 
revenue, creation of appropriate financial 
rules, protecting the economy from the 
Dutch disease, prevention a drop in gov-
ernment revenue, and of course putting 
aside the share of the next generations are 
the most important goals behind setting 
up these funds.”

He also pointed to the different types 

of national wealth funds and said: “Sta-
bility generating fund which is normally 
used to remove the effects of price fluc-
tuations, the national development fund 
which pays special attention to the infra-
structures as well as the foreign invest-
ment fund are among the main types of 
these funds that have been launched and 
are active in different parts of the world.”

He added: “The purpose of the fund 
in the area of consumer goods is classified 
into several stages. If imports have direct 
consumption it would result in the Dutch 
disease and if they are intermediary they 
would make the economy shallow. If 

imports are used as capital they would 
entail displacement of facilities and 
of course by importing knowhow and 
technology they would bring permanent 
displacement and the main goal of 
these funds is to bring in technological 
knowhow due to their tangible impact on 
the economy.”

As for proper functioning of the na-
tional development funds, Nili said: “In 
this part the important point is the neces-
sity of paying attention to the political 
economy. We should notice that if econo-
mists present proper analyses but politi-
cians, for any reason, fail to translate 
them into action, there would remain no 
hope for making them operational. Be-
sides, in such societies due to high levels 
of income there is usually much conflict. 
Moreover, rent seeking stands against en-
trepreneurship and for this reason people 
do not show the required support for cor-
rect economic policies.”

Stressing that in Iran priority is 
given to stability generating fund, he 
said: “In order to make operation of this 
fund more feasible we need a suitable 
financial rule. The main goal of this fund 
should be import of technology coupled 
with transparency and surveillance.”   

“National Wealth Fund” 
for Iran 
Our country is no longer 

able to tolerate a new 
wave of imports and we 

have to think of 
a suitable remedy for 

our oil revenues.

E c o n o m y O p i n i o n

President Hassan Rouhani’s senior 
economic advisor has underlined 
the need for launching national 

wealth funds in Iran. “Our country is no 
longer able to tolerate a new wave of im-
ports and we have to think of a suitable 
remedy for our oil revenues.”

In the absence of a national fund 
the oil money would be directly injected 
into the Central Bank, Masoud Nili said. 
“Injecting this money to the Central Bank 
would entail serious consequences. First, 
the supply of hard currency obtained 
from oil export to prevent collapse of 
foreign exchange rates would be lim-
ited by the Central Bank. This in return 
would increase the Central Bank reserves 
and eventually lead to an increased gov-
ernment budget. On the other hand, this 
money would increase the value of the 
country’s foreign currency and thus re-
duce the cost of imports. This again 
would result in diminishing the depth of 
production in the economy of the oil ex-
porting country.”

He added: “Besides, when the gov-
ernment budget goes up, the demand of 
the whole society would increase which 
would cause inflation. We have observed 
something similar to this repeatedly in 
the Iranian economy and if this new trend 
is not applied, the low rate of productiv-
ity would always remain in the Iranian 
economy.”

He also commented on situations 
where oil revenues would drop and 
stressed: “In this case, given that the econ-
omy is dependent on imports, with a drop 
in imports, the revenue of the govern-
ment and economic corporations would 
also drop and in this way they would lose 
a remarkable portion of their production 
potentials. The government too, as a re-
sult of diminished income would face 
budget deficit which would usually result 
in abandoning development plans.”

Nili concluded: “If we want to know 
why Iran’s economy since the calendar 
year 1351 (1972-73) has always experi-
enced two-digit inflation and unemploy-
ment rates we should see what impact 
has the oil money had. These crises have 
always been accompanied by an increase 
or decrease in oil revenues.”

Pointing to the economic crisis in 
the calendar year 1391 (2012-2013), Nili 
reiterated: “In that year when due to aug-
mented sanctions imports fell down this 

Dr. Masoud Nili
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Stagflation is the most acute problem 
of the Iranian economy and we be-
lieve that attention should be paid 

to the vicious cycle of stagflation in the 
country in order to find out the necessary 
requirements to come out of the cycle. 
When an issue is affected by the vicious 
cycle it means that its complexities and 
complications are too much and it cannot 
be solved through trivial outlooks. 

In official reports it has been ex-
plicitly announced that between 1388 
and 1392 (2009 to 2013) the number of 
problematic economic corporations in-
creased by 750%. It means that beside all 

historical and chronic problems of Iran’s 
economy new cases have emerged which 
should be examined to see what those 
problems are. 

According to a report released by 
the Central Bank, from 1384 to 1391 
(2005 to 2012), the capital flow from the 
country increased by 50 times. Officials 
of the Ministry of Higher Education 
have announced that 150 billion dollars 
in human resource capital have left the 
country annually. According to a report 
released by the Trade Development 
Organization, the share of capital goods 
out of the entire imports has decreased 
from 47.3% in 1383 (2004) to 12% in 1391 
(2012). During this period, the volume 
of raw materials exported under the title 
of non-oil goods increased while export 
of agricultural products decreased. The 
budget deficit of the Iranian household 

Vicious Cycle 
of Stagflation
When we compare 
the 30 percent to 96 

percent interest rate of 
facilities in the combined 

monetary market with 
the production return 
rate we would find out 

the depth of the problem. 

Dr. Farshad Momeni

We need a four-year period in 
order to reach a point where 
we would not have any va-

cant economic capacity and could have 
used all our capacities in different fields. 
We should bring oil to its previous or-
der and I personally do not believe the 
economy is too much dependent on oil. 
But, if this is the outlook of the govern-
ment or its justification for that matter, 
renovation of the oil industry and other 
sectors of the economy should indicate 
that within the next four years the gov-
ernment would logically accomplish 
economic reconstruction. That is to say 
it could make the inflation one digit or 
could lower unemployment rate of 10 
million by about 30 or 40 percent al-
though new job seekers would enter the 
labor market each year. It means that the 
government should address the needs of 
the labor market and lower parts of the 
previous density.

On the other hand, at present the 
purchasing power of the people and the 
value of the national currency have de-
clined to one third and the rates of for-
eign currencies have been tripled. The 
government should be able to reconstruct 
some of this and bring the numbers close 
to the previous ones. Therefore, there is 
not a paved way before the government. 
Though there are some friends within the 
government or maybe even the President 
himself who consider the key to the 
problems and issues lying in reconstruc-
tion of foreign relations. That is why all 
the emphasis and energy of the govern-
ment has been concentrated on the Ge-
neva talks over Iran’s nuclear issue. The 
government has shown that it pursues a 
solution to the economic reconstruction 
in redefinition of outside relations. Of 
course we will pray for the government 
to become successful in this effort and 

gain achievements for the country but in 
my opinion all this is optimism.

The problem of Iran’s economy is 
that the government acts the opposite; 
for instance it maintains a strong pres-
ence where it should not be present or 
should have little presence such as the 
housing sector. Of course I am not talk-
ing about the Mehr Housing Project 
which was a big mistake per se. The 
government maintains an ineffective 
presence in such areas as public trans-
portation, health, sports, etc. whereas 
in certain other places its presence is 
strong. In the case of many commodi-
ties the government does not have to 
be importer or producer. Therefore, the 
government-market paradigm should be 
clearly defined. 

Government Not 
Authorized to 

Make Mistakes! 

I can imagine only 
two scenarios for the 
Iranian economy in 
1393 (2014-2015): 

An optimistic one and 
a pessimistic one.

Another topic which is very im-
portant is that unfortunately the rate of 
dependence on oil is over 70% in the 
budget. This means vulnerability and 
reduction of Iran’s bargaining power in 
the international scene. Now the United 
States has taken advantage of this oppor-
tunity to impose pressure on us. If a few 
years ago we had logically handled that 
legendary 700 to 800 billion dollars of 
revenue and had paid the highest atten-
tion to the economic sector and national 
product, we would definitely not have 
been in the current weak position in the 
negotiations with the West.

I can imagine only two scenarios 
for the Iranian economy in 1393 
(2014-2015): An optimistic one and a 
pessimistic one.

Optimistically speaking, the predic-
tions of the government with regard to 
foreign exchange income would be real-
ized. Even if Iran’s frozen hard currency 
is returned it would not lead to a major 
makeover in the economy. If we get our 
money back we would reach the point 
where our negative 5.4% rate of econom-
ic growth would be zeroed or the rate of 
economic growth would become one or 
two percent in a dreamlike forecast. 

From a pessimistic point of view 
the government would be faced with 
new challenges. Therefore, the govern-
ment has little time and no chance to 
make mistakes and should use the exist-
ing capacities. There are good capacities 
available today, but I have not noticed 
any will in the government to take ad-
vantage of intellectual capacities. To 
stick to a single voice policy is not in 
favor of the government because all are 
working on optimistic scenarios while 
the government should consider differ-
ent scenarios. I sincerely hope every-
thing goes well.    

O p i n i o n

Dr. Mohammad Khoshchehreh
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28 enterprises in Iran 
manufacture 1.5 million 

automobiles but in 
South Korea five 

enterprises produce 
4.2 million cars. 

In South Korea two 
economic enterprises 

produce 52 million tons 
of steel whereas in Iran 
six enterprises produce 
only 28 million tons of 

steel. This indicates that 
economic advantage in 

production units 
is very low. 

Suppression of 
Exchange Rate

during 1385-1390 (2006-2011) increased 
by 4.5 folds. By putting together all these 
figures we will find out that we are facing 
an unprecedented expansion of public 
poverty. 

In the meantime, according to Dr. 
Firouzeh Khalatbari, people have adopt-
ed a strategy of tolerance towards poverty 
to such an extent that 70% of the people 
in 1392 (2003) suffered from shortage of 
protein consumption. Out of three Iranian 
men two and out of two Iranian women 
one suffers from osteoporosis. Some 70% 
of households suffer from iron deficiency 
and 23% of the population is undernour-
ished. These statistics endorse remarks 
made by the chief executive who says the 
situation is sensitive. But the question is 
what the stage after describing the situa-
tion should be? Isn’t it necessary to offer 
an analysis on why the situation has be-
come like this?

I want to reemphasize that manipu-
lation of key prices has had a major share 
in creating the present situation. When 
the question of shock therapy is raised 
less people pay attention to the mon-
etary aspect of the shock therapy. When 
the price of gasoline goes up from 100 
tomans to 400 tomans along the rise in 
prices demand for money also goes up in 

the society. This would cause the formal 
money market not be able to meet de-
mands of the society and would encour-
age informal market (usury). Under the 
condition of asymmetry of generators and 
non-generators we are witnessing that the 
need of the generator sector is not met by 
the official money market. 

In 1370 (1991) when the price of 
energy carriers sustained a shock its 
effects continued for 15 years to such an 
extent that the Central Bank in a report in 
1385 (2006) wrote that the interest rate of 
facilities in the combined non-monetary 
market in Tehran was between 36 and 
72 percent. The rate in other parts of the 
country was between 30 and 96 percent. 
This shows that in conditions under 
which we received the best oil revenues 
and liquidity was high why the major 
problem of production units was lack of 
liquidity. 

This has been clearly referred to by 
the economy minister and governor of 
the Central Bank in the 10th government 
that from the demand of every four units 
for money in the production sector only 
one unit could be addressed by the offi-
cial sector. That is why between the years 
1380 (2001) and 1389 (2010) we see the 
number of financial and credit institutes 

prove this claim is review of unfinished 
projects. According to reports on 
development projects by the vice-
president for strategic affairs there are 
about 10 thousand unfinished national 
and provincial investment projects in 
the country. According to official figures 
the completion duration of the projects 
has been estimated at nine years and 
based on unofficial figures this period is 
15 years. 

Meanwhile, the world average 
time for completion of projects is three 
to four years. Prolongation of this time 
means a rise in proportion of capital to 
production and average production cost 
of commodities and services. In order to 
study the reason for the low production 
level and lack of enough economic ad-
vantage in production in Iran we could 
have a comparison between production 
areas in Iran and other countries. 

For example, 28 enterprises in Iran 
manufacture 1.5 million automobiles 
but in South Korea five enterprises pro-
duce 4.2 million cars. In South Korea 
two economic enterprises produce 52 
million tons of steel whereas in Iran six 

enterprises produce only 28 million tons 
of steel. This indicates that economic ad-
vantage in production units is very low. 

On the other hand, review of do-
mestic net and gross investment in our 
country in different decades shows that 
although the trend faced fluctuations, 
the interesting point is that capital amor-
tization in recent years has been tripled 
as compared to the pre-1979 revolution 
years. This means that many of the in-
vestments instead of being absorbed by 
new sectors have been spent for pre-
serving the existing capitals. 

In addition to these cases, with the 
increase in nominal exchange rate infla-
tion has gone up as well. Our govern-
ments instead of controlling inflation 
have suppressed the currency rates. 
That is to say, from 1370s (1990s) up 
to now in the course of three periods 
we have suffered currency shocks and 
instant increase in hard currency price 
and inflation. But instead of harnessing 
inflation like in other countries, we have 
suppressed the foreign exchange rate 
and this has caused a vicious stagflation 
cycle in the country. 

bodies should have the initial knowl-
edge reserve, could create new human 
assets and have management and orga-
nizational skills. The collection of these 
measures would affect final efficiency 
of capital productivity, production fac-
tors and accessibility to advanced tech-
nologies. 

Under these circumstances eco-
nomic growth and development would 
occur which in turn would result in sta-
bilization of inflation, stabilization of a 
real rate for foreign exchange, knowl-
edge-based products and export diver-
sity. If these elements are at a high level 
the capital absorption capacity in the 

Dr. Ali Dini Torkamani

If management skills are strong in 
a government it can be expected 
to benefit from the existing facili-

ties, otherwise it would be a waste of 
the capital. There is a relationship be-
tween governance and capital attrac-
tion capacity. It means that governing 

made a triple increase and demand for 
the opening of new institutes was tripled. 
During this period production units went 
bankrupt one after another. When we 
compare the 30 percent to 96 percent in-
terest rate of facilities in the combined 
monetary market with the production re-
turn rate we would find out the depth of 
the problem. 

In my opinion, the major role in 
turning stagflation tide into a vicious cy-
cle has been played by monetary effects 
of shock therapy. Theoretically speaking 
in order to solve stagflation at the first 
stages it is said that production should 
be boosted but in recent years the eco-
nomic structure has always been against 
production. Now that we are caught by 
a vicious cycle production boost alone 
would not solve the problem. What we 
need here is national resolve. But, when 
we look at increasing the interest rate of 
banking facilities, raising the tax on value 
added, increasing the dollar’s rate in the 
budget, raising the price of water, elec-
tricity, gas and other energy carriers as 
a whole it does not seem that production 
boost would be realized. The government 
should display strong resolve in putting 
an end to this vicious cycle. 

economy would remain high and if they 
are at a low level the capital absorption 
capacity would remain low. 

Another issue is that the capacity 
of liquidity absorption varies from one 
economy to the other. When liquidity 
is injected into an economy it might be 
absorbed and have favorable outcomes; 
but when this same liquidity is injected 
into another economy it can leave de-
structive and inflationary effects. 

A glance at Iran’s economy shows 
that the capacity of capital absorption 
in our economy is low and injection 
of liquidity has left inflationary and 
unfavorable effects. An evidence to 

O p i n i o n
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Austria and Iran, after World War 
II have always maintained rela-
tions free from tension and chal-

lenges and perhaps except for one or two 
cases they have enjoyed the blessing of 
friendly ties. 

In the difficult times of Iran’s rela-
tions with Europe, Austria was consid-
ered the last ring detached from Iran and 
as soon as relations improved Vienna was 
the first loop to rejoin. This indicates that 
the interests and national security of the 
two countries were in line with each other.

Shortage of raw natural resources 
such as oil and gas has made Austria to 
direct its attention towards Iran; likewise, 
Iran has turned to Austria because the 
country possesses European technology, 
the possibility of investment in Iran’s in-
dustrial projects and maintains a balanced 
foreign policy. 

A decade ago when construction 
of a gas pipeline from our region to 
Europe was a hot topic, Austrian com-
panies not only played a positive role 
towards realization of the pipeline from 
Iran to Europe but carried out feasibil-
ity studies and Europe was very much 
interested in the project. But due to op-
position of the United States, Austria was 
forced to shelve the plan temporarily.  
Currently, due to the confrontation be-
tween Russia and the U.S. on the one 
hand and Russia and Europe on the other, 
and relative improvement of relations be-
tween Iran and the U.S., the possibility 
of investment in a new gas pipeline from 
Iran to Austria becomes more realistic. 

The visit of Austrian Foreign Minis-
ter Sebastian Kurz to Iran (April 26-27) 
to make preparations for a possible visit 
of the Austrian president could provide 
a good opportunity for serious negotia-
tions about this pipeline in light of lift-
ing the sanctions against Iran. Of course, 
there is no conflict between the pipeline 
project and gas supply to Europe by Rus-
sia as Moscow provides Europe with less 
than half of its needed gas. 

Prior to one decade ago when Eu-
rope was considered number one trade 

Austria: Iran’s 
Gateway to Europe 

Seyed Ali Khorram

partner of Iran, Austria was benefitting 
from a remarkable share in bilateral trade. 
Now with the warming up of Iran-Europe 
relations, it is hoped that Iran-Austria ties 
would improve to the level of 10 years 
ago and even higher.

As it was mentioned, fortunately fun-
damental conflict does not exist in foreign 
policy visions of the two countries and 
the existing differences could be removed 
through mutual understanding. Austria is 
one of the countries interested in interfaith 
dialogue. Iran too under the governments 
of reform was one of the active countries 
in this regard and made efforts to bring re-
ligions closer to each other.  

Austria is among the European coun-
tries which is not only strongly opposed 
to the deployment of nuclear weapons but 
has voluntarily halted the use of peaceful 
nuclear energy in order not to provide an 
opportunity for misuse of the remaining 
fuel - plutonium with more than 90 per-
cent enrichment -  in making weapons. 
But the country has never regarded the 
two issues of “respect for human rights” 
and “nuclear energy” as an obstruction in 
its relations with other countries and has 
developed its relations with the outside 

world independent of such issues
Currently Austria is the host to 

nuclear negotiations between Iran and 
P5+1 and Iran regularly participates in 
these negotiations with full confidence 
and benefits from cooperation of the host 
country. 

The last but not the least: More 
than 2,500 Iranian students are studying 
in Austrian universities which could be 
a great asset for Iran’s future. There are 
also over 30,000 Iranians residing in Aus-

On the Path of 
Mutual Interests

The atmosphere of Iran’s rela-
tions with Western countries has 
completely changed in compari-

son with the past as in recent months 
we have been witness to active diplo-
macy between Iran and the European 
countries. 

Visits made to Iran by foreign del-
egations as well as visits of Iranian del-
egations to Europe are promising for the 
expansion of economic and political ties 
between Iran and Europe. The Islamic 
Republic of Iran’s relations with Eu-
rope after the creation of the European 
Common Market (renamed the Europe 
Union), are traditional and old relations. 

Given the geographical proximity and 
location of only one country (Turkey) 
between Iran and Europe, it could be 
said that the two sides are indirect 
neighbors. 

Relations with Europe either in 
terms of economy or industry have al-
ways been important and strong as Iran-
Europe economy and industry have 
been complementary to each other. 
This means that demands of Europe can 
be addressed by Iran and vice-versa. 
Therefore, such relationship is highly 
significant. On the other hand, the wide-
spread presence of Iranians in Europe 
and the services they have offered for 
development and prosperity of Europe 
is another important factor in promotion 
and strengthening of these relations. 

The majority of Iranians residing 
in Europe are from among the educated 
class, physicians and university profes-
sors or businessmen and capital holders. 
Such a force is an appropriate backing 
for cooperation between the two sides 
and would allow both sides to properly 
use cultural capacities of each other. 

Hamid Reza Asefi

Currently Austria is 
the host to nuclear 

negotiations between 
Iran and P5+1 and Iran 
regularly participates 
in these negotiations 

with full confidence and 
benefits from cooperation 

of the host country. 

tria who are considered a positive poten-
tial for our country in improving bilateral 
relations. 

Therefore, we should take confident 
steps in the path of developing relations 
with Austria and take advantage of mu-
tual potentials in the fields of investment, 
oil and gas, technology and even respect 
for human rights as Austria has no con-
flict with Iran.   

T r a d e  &  B u s i n e s s
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On the other hand, the attention Eu-
ropean countries and the EU are paying 
to the Central Asia and Iran’s neighbor-
ing countries in the north, has created a 
unique geopolitical position for Iran so 
that those countries could take advan-
tage of it. Iran’s presence in this region 
and its field experiences and closeness 
to the regional developments, including 
those in Syria, Afghanistan, Iraq and the 
Persian Gulf states or the Central Asia, 
are among other strong points of the 
Islamic Republic of Iran and the Euro-
pean states need to be aware about those 
capacities. 

On this basis, both the EU and Iran 
favor consolidation of multi-faceted re-
lations in the long-run based on mutual 
respect and without interference in the 
affairs of each other. Numerous visits 
by European delegations to Iran should 
not come as a surprise. What is surpris-
ing and unexpected is the recession in 
the past eight years before the coming 
to power of the present government. 
This recession of course made Europe 
to deprive themselves of the expanded 
capacities of our country. But the cur-
rent government, by taking proper ad-
vantage of diplomatic tools has man-
aged to change the course of mutual 
relations. Europe by seizing the new 
opportunity has made efforts to com-
pensate the past shortcoming and this is 

a welcome move. 
The recent visit of the Austrian 

Foreign Minister to Iran (April 26-27) 
should be viewed and analyzed within 
the same capacity. Austria is among 
countries which have always had good 
relations with Iran in line with diplo-
matic norms.

Two Austrian presidents have vis-
ited Iran in the past which indicates the 
depth of friendly relations between the 
two countries. The recent visit of Aus-
trian foreign minister will definitely 
help acceleration of good relations be-
tween the two countries. 

The path we have chosen with Eu-
rope is a path that could meet the inter-
ests of the two sides. Therefore, the cur-
rent positive international atmosphere 
towards the Islamic Republic of Iran is 
expected to foster and we will witness 
consolidation of diplomatic and politi-
cal relations followed by an increase in 
economic and industrial cooperation. 

Austria is among 
countries which have 

always had good 
relations with Iran in line 
with diplomatic norms.

Another point is that attention 
should be paid to distinction between the 
micro and macro approaches towards li-
quidity. From the micro point of view 
and from the perspective of a production 
corporation, easy and cheap access to fi-
nancial resources could remove many of 
the problems facing the corporation, re-
gardless of what the nature of the created 
problem is.

However, it should be noted that 
translation of these demands at macro 
level would mean injection of liquidity to 
a large number of units which would be 
a short-term tranquilizer due to causing 
inflation; and in practice and in real terms 
it would not render any help to solving 
problems of production units and moti-
vating and increasing economic growth.

Above all, injections by the Central 
Bank of strong cash would be like offer-
ing salty water which would intensify 
thirst instead of quenching it. We should 
seek fresh water in order to quench thirst; 
be assured that nothing would happen by 

printing money and injecting it into the 
economy.

In the new term, the government and 
the Central Bank are making efforts to up-
turn confidence in future through adopting 

anti-inflationary policies instead of infla-
tionary policies which result in devalua-
tion of national currency and decreasing 
the purchasing power of the people. 

 The Central Bank of Iran has ex-
erted utmost efforts and given priority 
in liquidity providing to working capital 
of production units. However, we should 
remember that the past is the light of fu-
ture. Mandatory and interventionist poli-
cies could not lead the country’s economy 
to the desired position. Experience of the 
past years is before us. 

Mandatory policies and ignoring 
the market situation and macro economy 
would result in emergence of inefficient 
policies and would face banks with se-
rious problems in recollecting their fa-
cilities. The financial suppression policy 
should be put to an end. Unfortunately, 
during the past five decades, the over-
dependence of economy on banking 
facilities has served as a means for im-
posing and continuing financial suppres-
sion in Iran’s economy. Different forms 

The Past is the Light of 
Future

As a first step, to come out of 
stagflation depends, more than 
anything else, on accurate under-

standing of the problem in this domain.
The findings of an opinion poll taken 

from managers of large industrial work-
shops indicate that the share and role of 
factors effective in reducing production 
of economic corporations has changed in 
the past two years to such an extent that 
elements such as “shortage of demand 
for production of manufacturing units” 
and “scarcity of liquidity” which played 
a more significant role in reduction of 
production, have been gradually replaced 
by “high prices of primary materials” and 
“shortage of primary materials”. 

It is true that the problem of liquidity 
shortage had been considered the prime 
factor limiting production in the past 
years, however, the problem of shortage 
of liquidity dropped to the third place in 
terms of importance in the Iranian year 
1391 (2012). 

In addition, "failure to provide the 
needed foreign exchange" which enjoyed 
little importance among production prob-
lems of industrial workshops in the past 
years, experienced a significant rise in its 
share in the first half of 1391 (March 21 
– Sept 20, 2012) - and was introduced as 
the fourth factor restricting production, 
standing in a short distance after liquidity 
shortage.

Therefore, when economic reces-
sion arising from this situation is in the 
direction of supply increase in liquidity 
not only would not help remove produc-
tion obstacles but would fan the flames of 
prevailing uncertainties in the production 
sector through further rekindling inflation 
and generally bring about negative im-
pacts on the country’s economy. 

In the most optimistic case, in-
creased access of production units to their 
required liquidity would only solve part 
of production units’ problems and in case 
of overlooking the problems, more access 
of production units to financial resources 
and the ensuing liquidity growth not only 
would not ease the problems but would 
prepare the grounds for escalation of li-
quidity growth and of existing inflation-
ary pressures in some cases. 

In that case, it is even possible that 
despite increase in liquidity, the actual li-
quidity volume at the disposal of produc-
tion units would decrease instead of go-
ing up due to high inflation rates and thus 
reproduce the need for liquidity.

T r a d e  &  B u s i n e s s B a n k i n g

Dr. Valiollah Seif, Central Bank of Iran Governor
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 The Central Bank of 
Iran has exerted utmost 

efforts and given priority 
in liquidity providing 
to working capital of 

production units.

of financial suppression have been the 
inalienable part of the banking system 
of Iran during the past decades, which 
have strengthened one another during the 
economic history of the country and in a 
wide connection with each other.

But it should be found out what ben-
efits have this kind of policy making had 
for the economy? Under such circum-
stances instead of solving the problem, 
due to the developed imbalance in supply 
and demand of banking resources, policy 
makers have to simultaneously set partial 
quotas and impose withholding facilities 
for the banking system in order to manage 
the negative consequences caused by the 
incorrect setting of interest rates. In other 
words, in the past years, the mandatory 
and imbalanced setting of banking interest 
rates, rationing banking facilities and also 
forcing banks to offer obligatory facilities 
have been correlated to each other. 

Low cost financing by the banking 
system and domination of government 
ownership on banking sector as well 
as the pressures imposed as a result of 
this issue on banking management have 
caused the government companies not 
to be interested in using resources of the 
capital market which are not easily attain-
able in comparison with bank resources 
and cover a major part of their inefficien-
cy by using low-cost resources of banks. 
The findings of most expert and official 
studies show that imposition of different 
forms of financial suppression and exces-
sive reliance of the government on re-

sources of the banking system in the past 
years have not rendered an outstanding 
assistance to increase economic growth.

Continuation of this approach in its 
turn has greatly contributed to the emer-
gence of financial irregularities, growth of 
liquidity and its ensuing inflationary ef-
fects and thereby has fanned the flames of 
increased inflation and consequently the 
threat to economic growth of the country. 

In a short period of time and within 
the framework of 1393 (started March 21, 
2014) budget the government has tried to 
take measures to increase state banks’ 
capitals in order to enhance their capacity 
to offer facilities. Efforts are underway to 
encourage private banks to do the same. 
But the right direction is moving towards 
professionalism of the money market. As 
noted above, the banking system is shoul-
dering a major part of the financing of the 
economy and for this reason the financial 
system is considered to be bank-oriented.

While methods of financing pro-
duction is much more expanded and di-
verse in advanced economies and capital 
market plays a major role in this regard, 

a glance at the capital market in Iran in-
dicates that despite all the progress that 
has been made in the past years, it has so 
far failed to acquire its appropriate role in 
financing the economy and as before the 
banking system continues to shoulder the 
main share of financing of the economy. 

The present time provides a good 
chance for using the existing potentials to 
activate the primary market and increase 
the capital market’s share in providing 
financial resources for the country. We 
need to move towards the direction where 
money market is real. 

The money market has a character-
istic which is its being short-term and 
the identification of the money market is 
paying facilities for maximum a period 
of one year. Long-term financing obli-
gations should be bestowed to the capi-
tal market and the money market should 
move towards short-term financing, espe-
cially the working capital for production 
companies. 

For this reason, whether the money 
market wants it or not, it should be active 
in this field and should be the lead player. 
More efforts should be made in this area 
compared to the past and like other places 
in the world the money market should be 
led in a direction that could provide short-
term facilities. If the money market moves 
towards providing short-term facilities, it 
could finance the short-term working cap-
ital and liquidity of companies.

In the world, the professional money 
market has such a trait and the banking 
system would not mainly move toward 
long-term lending. Long-term lending is 
the feature of the capital market and with-
in the framework of this market, financ-
ing should be made for the development, 
expansion and financing of organizations 
in the long run.  For this reason the Cen-
tral Bank seeks to increase cooperation 
with the capital market. 

Given the limitations governing over 
granting of banking facilities, today it is 
necessary for the banking system and the 
capital market to play a complementary 
role in financing economic corporations 
and projects. In the past, it was wrongly 
conceived that the capital market is the 
rival of the money market whereas it was 
not true. We should move in a direction 
that money market would put its key 
characteristic - that is financing short-
term demands of corporations and cover-
ing small and medium size corporations-- 
on the agenda.   

B a n k i n g

President of the Monetary and Bank-
ing Research Institute, Farhad Nili 
says the government did not find 

any opportunity for policy making in the 
calendar year 1392 (ended March 20, 
2014). Therefore, he stressed, the year 
1393 will be the year of policy making 
for the government. 

Nili then raised the question as to 
how should the monetary policies look 
like in the new year and gave his views 
on the implications of these policies. In 
the opinion of this economist, “monetary 
and banking issues should be viewed in a 
mid-term perspective in which case cur-
rent policies would be changed to such an 
extent that these changes would be tan-
gible in all different economic sectors.”

Agreeing with the statement that 
“the year 1393 is an important and deter-
mining year for Iran’s economy” he said: 
“The year 1393 is very complicated in 
terms of economy.” The reason for this 
complexity, he says, is that monetary pol-
icymakers in coping with monetary and 
banking issues will be faced with three 
important challenges. 

The first challenge is to control the 
inflation. The question is how can we re-
duce inflation while minimizing the dam-
age to production? This is because infla-
tion cannot be reduced at any cost. The 
second challenge is how to increase bank-
ing competition without harming their 
health? And finally the third challenge is 
how to control monetary base and at the 
same time increase accessibility of enter-
prises to credit? 

In his point of view to overcome 
these challenges requires “change of the 
paradigm governing over monetary and 
banking policies in this year”. According 
to this monetary expert, “the monetary 
policies to be considered for the year 

1393 will certainly not be comparable 
with the policies of pre and post-revolu-
tion periods because the function of these 
institutions has changed completely in 
this period.” 

In Nili’s opinion: “At the time of 
the war (with Iraq 1980-1988), there 
was no monetary policy in the country. 
From 1989 to 2004 some monetary poli-
cies were implemented in the country 
to some extent. But from 2005 to 2013 
the Iranian economy was basically de-
void of monetary policy. In fact, in the 
past eight years, neither the government 
would ask the Central Bank to have mon-
etary policy nor the Central Bank was in a 
position to ask for government’s permis-
sion to implement its monetary policies. 
In fact, in the past eight years, much of 
the activities of commercial banks in lo-
cal currency and foreign exchange sec-
tors had been concentrated in the Central 
Bank and would not go beyond that.” 
By giving this introduction, Nili conclud-
ed: “Today the debate is over the ques-
tion whether a new atmosphere should 
become dominant over the country’s 
economy in monetary policies or should 
we continue examples which were prac-
ticed in monetary policies prior to 2004. 

Year 1393 
An Opportunity 

for Policy Making

If we are to implement the same policies 
of pre 2004 period, we cannot overcome 
the challenges as we are faced with three 
paradoxes. On the contrary, we cannot 
easily introduce new policies into the 
economy and should make our choice. In 
order to counter these three challenges or 
paradoxes whatever monetary policy we 
select, its macro damage would be high. 
Therefore, if we want to leave this stage 
behind safely the government should 
practice perseverance on a series of is-
sues in the medium term and should make 
decisions and policies which lay a strong 
foundation for Iran’s economy in the new 
era in the year 1393.”  

The first challenge is to 
control the inflation. The 
question is how can we 
reduce inflation while 

minimizing the damage 
to production? This is 

because inflation cannot 
be reduced at any cost.

E c o n o m y
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It seems that the government of       
Dr. Hassan Rouhani has given first 
priority to international issues and of 

course has attained outstanding results 
in this regard. For the same reason, it 
is a matter of appreciation that wisdom 
has prevailed in the field of internation-
al issues and it is hoped that pressures 
that were previously imposed on the 
economy and the Iranian people would 
be gradually diminished. In the field of 
economy the government’s priority is 
concentration on checking the inflation.

As we all know, inflation is a 
solved problem in the world. That is to 
say, there are few countries that have 
two-digit inflation as inflation can be 
controlled through simple mechanisms. 
If you look at the list of countries with 
high rates of inflation, you will see that 
Iran is among the top 10 countries with 
high inflation rate. In most world coun-
tries, even in neighboring countries like 
Afghanistan and Iraq, if you look at their 
inflation rates you will see they have had 
much lower rates in the past few years 
as compared to Iran. The reason is that 
inflation is not a very complicated issue. 
It is enough to control liquidity in the 
country and lower the inflation thereby. 
What is significant in the world and in 
our economy today is the issue of boom 
and recession. Now in the world econo-
my the issue of overcoming stagnation 
and introducing boom must be a princi-
ple. Under such circumstances employ-
ment is created, inflation is decreased 
systematically and the level of social 
welfare goes up.

Most of the world governments gave 
priority to employment the time they 
came and the time they left. If a country 
can solve the problem of employment 
and boost in production sector it will 
be able to coordinate all the issues and 
systems in order to have a proper output. 
But, unfortunately over the past eight 
years we experienced a bad situation.

At present in the private sector we 
have two expectations from the govern-
ment. Our first expectation is that we 
decide in the country that the govern-
ment quit the economy. That is to say 
as long as the government is present in 
the economy, there will be something 
that is called usury. It is obvious that 
the private sector cannot compete with 
a government manager whose hand is in 
the pocket of the government. He can-
not act competitively. The loss it would 
incur is another subject matter. Now Iran 
Khodro Company has sustained a loss of 
five thousand billion tomans and nothing 
can be done. The private sector cannot 
continue in this way. Therefore, in my 
opinion the government should focus 
on two issues. The first issue is to bring 

production units out of recession. Now 
these units are involved with the banks. 
In other words, 80 thousand billion to-
mans in bank arrears has entangled most 
of the entrepreneurs and producers in 
this system.

Today, if you visit an industrial hub 
wherein 100 industrial units are pres-
ent, you will see only 20 to 30 units are 
operating; 30 to 40 units are working 
with less than their 50% capacity; and 
the remaining units are closed. When 
we consider all this industry we will see 
investments amounting to billions of 
dollars in hard currency as well as local 
currency on the ground that face impedi-
ments with liquidity and the banks. We 
should solve this problem. That is to say, 
in my opinion government’s first priority 
after controlling inflation to some extent 
should be to restore boom to production 
and the industry.

If you ask me, as a member of Iran 
Chamber of Commerce, I would say 
putting an end to stagnation is more im-
portant than checking inflation because 
inflation can be tolerated but unemploy-
ment cannot. The government should 
concentrate on the issue of employment. 
In this regard we should have a policy 
package to such an extent that we must 
put our existing capital in circulation. 
Factories with ample facilities which are 
not working but could create 50 job op-
portunities should resume operation.

Today we have thousands of pro-
duction units in the country which have 
stopped operation for different reasons, 
mainly due to banking arrears. 

Employment 
Growth More 

Important than 
Inflation Control 

In my opinion 
government’s first 

priority after controlling 
inflation to some extent 

should be to restore 
boom to production and 

the industry.

E c o n o m y

Mahmoud Eslamian

In the year ahead, the “Government of 
Hope” should become successful in 
the field of economic management. 

It should be able, as the Westerners say, 
to “deliver” results. It should use experts 
and managers with a sound and deep un-
derstanding of the economy coupled with 
the ability to manage. In addition, they 
should reflect a proper version of Rou-
hani government's moderation discourse 
in the field of economy. In order to be-
come successful, government plans (with 
regard to compatibility with the four-year 
development plans) should be divided 
into three groups: 

 Emergency economic measures
 Plans of the first round of 

   presidency
 Plans of the second round 

   of presidency

Emergency measures were those 
economic measures the government 
should have taken in the calendar year 
1392 (2013). For example, control of in-
flation, overcoming the problem of bud-
get deficit in 1392, introducing a single 
rate for hard currency, organizing Mehr 
Housing Project, organizing critical situ-
ation of the banks and credit institutions... 

Without doubt, the economic situa-
tion of the country was critical and still 
remains difficult. There was no area in the 
economy which was not problematic. The 
current economic situation is still so in-
appropriate that a package of emergency 
economic measures should be necessar-
ily applied. But implementation of these 
measures should not drag the government 
to a point that it would suffice to short 
term remedies and underestimating of 
economic issues. 

At the same time, mid-term plans (of 
the first term of presidency) and long-term 
programs (of the second term of presi-
dency) should be designed and be ready 

for implementation. However, in order to 
access each proper scenario of Iran’s eco-
nomic situation and for the fruitfulness 
of “emergency economic measures”, im-
provement of relations with the world and 
a minimum level of progress in nuclear 
talks are certainly essential. Government 
measures in this field in the calendar year 
1392 should be very much appreciated. 
Policies of the medium-term program of 
the first presidential term should make an 
outstanding progress in 1393 to such an 
extent that effects of these policies in the 
third and fourth years of the presidency 
should become clear and targets such as 
reopening of closed down industries and 
widespread movement of production, 
boosting the industrial growth rate, in-
creasing employment and reducing unem-
ployment … would be relatively realized. 

If the main policies of this four-year 
term are delayed and fail to produce any 
results in the third and fourth years, the 
government would be unable to win the 
votes of the people for the second term 
and would have no alternative except 

adopting routine and populist policies. 
Obviously, for these economic poli-

cies to succeed, the nuclear issue should 
have been completely resolved and the 
sanctions lifted by the end of the eleventh 
government. The main policies of this 
period within the framework of concepts 
of the Third Economic Plan (and also the 
Fourth Economic Plan) are definable. 
Therefore, the background is available. 

To redefine and adapt these concepts 
with the Fifth Plan and other adopted 
rules it would have been enough to de-
sign such policies and make them ready 
for implementation by conducting a few-
month study in the year 1392. Long-term 
policies in the second term of presidency 
need long-term studies. 

These are policies which go beyond 
previous definitions and plans and at the 
same time are compatible with mod-
eration discourse and are bolder than the 
previous plans. For example, eliminating 
the budget dependence on oil and imple-
mentation of comprehensive tax policies 
or independence of the Central Bank and 
establishment of financial supervisory 
authority are among these long-term pro-
grams. 

To succeed in implementation, to be 
capable of “delivering” results and for 
fruition of emergency economic policies 
as well as policies of the first term of of-
fice, Dr. Rouhani should more seriously 
rely on the giant “social capital" he has 
gained in the elections. 

In the developing countries limited 
opportunities are put at the disposal of de-
velopment-seeking forces and when such 
an opportunity emerges leaders should 
take full advantage of that opportunity. 
The year 1393 is an opportunity for the 
government to use this possibility. 

Emergency 
Economic 
Measures

In order to access each 
proper scenario of Iran’s 
economic situation and 
for the fruitfulness of 
“emergency economic 

measures”, improvement 
of relations with the 

world and a minimum 
level of progress in 
nuclear talks are 

certainly essential.

Dr. Hussein Abdoh Tabrizi
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In the calendar year 1392 (2013-
2014) Iran was faced with numer-
ous economic problems. However, 

the promises given by the authorities 
for a better future in the economic field 
brought peace and relative improvement 
in economic conditions. This included a 
drop in the inflation rate, improvement 
of economic growth, warming up to the 
outside world and easing of the econom-
ic sanctions against Iran. 

In a glance we can say that the Ira-
nian people by placing hope in a better 
future in political and economic terms 
have started the new calendar year. But, 
problems created over the past years 
would still face our economy with seri-
ous challenges in the year 1393 (2014-
2015). In order to overcome these prob-
lems it is necessary to employ effective 
economic policies so that Iran could 
reach an appropriate point in terms of 
economy.

At present our economy is facing 
five major challenges. 

The first and most important chal-
lenge is the low volume of investment 
and consequently low and stagnant eco-
nomic growth and rising unemployment. 

The second challenge is the low 
economic productivity. In the past years, 
in spite of some successes in terms of 
scientific and technological progress, 
due to the sanctions imposed on Iran 
transfer of advanced technologies was 
highly problematic. Transfer of technol-
ogy by foreign investors is very limited 
and therefore the rate of Iran’s produc-
tivity which should have stood at 5% in 

The first and most 
important challenge is the 
low volume of investment 

and consequently low 
and stagnant economic 

growth and rising 
unemployment. 

Five Major 
Challenges in 1393

the Fourth Development Plan in practice 
has fallen to less than 1%. Therefor our 
production and industries are working 
with old technologies and the cost of 
production and quality of the products 
are at a lower level compared to other 
countries and cannot compete at interna-
tional level. 

An obvious example of this situa-
tion is the car industry which, irrespec-
tive of the outstanding growth in the 

Ahmad MojtahedIf I intend to describe development 
of an industry briefly in a few 
words, I would say production 

and craftsmanship based on modern 
technology. As for the factories that are 
currently manufacturing, it could be said 
that comparing products of Mobarakeh 
Steel Company with those of the U.S., 
Japan and even China we are not lagging 
behind them. But, in terms of quantity 
we are behind them. However, a country 
possessing energy and iron ore has the 
right to further grow. 

If we manage to reach the target of 
55 million tons of production under the 
Vision Plan 1404 (2025), it would be op-
timistic and at the same time realistic. 

I believe if at the time of formulation 
of the plan those active in the field of steel 
had been consulted a better and more 
realistic plan would have been written. 
But, now that this 55 million ton target 
has been set, it would be better to prepare 
the ground for its implementation. If I 
am asked why we have lagged behind 
in the steel industry, in the first stage I 
should talk about the reasons for such 
backwardness. 

Turkey is located in our neighbor-
hood where the history of steel industry 
somehow coincides with the date of our 
steel history. In 1346 (1967) when the 
Steel Mill started its operation, Turkey 
too turned to steel industry and started its 
activities in this field. Today it has 36 mil-
lion tons of crude steel and has plans for 
production of 50 million tons while it has 
no gas and iron ore. But, it has formulated 
the plan and is determined to implement 
it. If we compare the situation of our own 
industry with Turkey I should say that our 
steel industry should have been much ad-
vanced and thanks to our bigger area and 
population we should have made plans 

for production of 80 million tons.
In fact, Turkey is producing nearly 

50 million tons of steel while it lacks 
the raw materials. The tragedy is that we 
have just reached a production of 15 mil-
lion tons this year. Therefore, we are lag-
ging behind steel industry and we have 
not achieved our target development.

Private Sector Involvement: But the 
pace of private sector activity was slow. 
There were three main reasons for this 
slow pace. The first reason was lack of 
huge liquidity in the private sector while 
the liquidity required in steel industry is 
very high. There is not much investment 
in the rolling sector either. A 100 thou-
sand ton or 200 thousand ton rolling mill 
does not enjoy high liquidity. In fact its 
liquidity is not at a level that the inves-
tor could receive some banking facilities 
for constructing a factory. To build such 
a plant in the first place there is no need 
for much liquidity and secondly the time 
to manufacture rolls is short. The third 
reason is that it does not require heavy 
infrastructure and the private sector could 
handle its construction and production. 

Unfortunately, the private sector 
started roll manufacture and later faced 
problems in supplying the material. For 
this reason the private sector did not 
get involved in the steel industry as it 
requires heavy investment and heavy 
infrastructures. 

In the field of energy, electricity or 
gas could not be accessed within the city 
limits. In order to gain access they should 
go out of the city. Going out of the city 
in search of energy, they should keep dis-
tance from the city due to environmental 
considerations. By keeping distance from 
the city, there will be no more infrastruc-
tural facilities. In the absence of infra-
structural facilities they would remain 
alone and their project would have no 
justification.

Currently some people may enter the 
country as foreign investors and come to 
us for making investment and trade, but 
we should know that they are looking for 
something else. The aim of foreign inves-
tors behind showing interest in making 
investment here is to take advantage of 
the mines available in the country. They 
are not much intended to make invest-
ment in our steel industry. The Westerners 
think that if they focus on mines, produc-
tion would become cheaper for them due 
to the advantage of ore and energy and 
problems would thus be solved easily. 

This does not seem to be a bad mod-
el by itself, but there are a series of dif-
ficulties that should be removed. In fact 
if someone intends to make investment 
in Iran now he should reach production 
of steel from iron ore. That is to say he 
should consider both its concentrates and 
its pellets. He should both revitalize and 
produce steel. 

Also provision of iron ore and raw 
materials should be specified. After set-
tling the issue of provision of raw materi-
als, they should see at what price water, 
electricity and gas could be provided and 
find out whether implementation of such 
a process would be possible in a period of 
five or ten years? These are the kind of is-
sues a foreign investor is faced with. After 
the investment risks reach zero point then 
we hope our international issues would 
be solved and the situation governing the 
society would be improved thanks to the 
ongoing negotiations (with 5+1). 

Turkey is producing 
nearly 50 million tons 
of steel while it lacks 

the raw materials. 
The tragedy is that 

we have just reached 
a production of 

15 million tons this year.

55 Million Tons 
Production

M i n e s  &  M e t a l s

Bahram Sobhani, 
Managing Director of Mobarakeh Steel Co.

E c o n o m y
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The fourth challenge 
facing the Iranian 

economy is the fight 
against chronic and 

severe inflation which 
has reached its highest 

level in the past 
two years.

field of production in recent years, has 
not been able to show a proper reac-
tion against the sanctions imposed on 
supply of parts which was expectable 
in advance. As a result, the production 
and quality of products fell severely and 
faced the industry with the risk of bank-
ruptcy. This occurred in spite of levying 
high (100%) tariffs on imported cars in 
recent years. The rate was supposed to 
be gradually lowered but domestic car 
makers voiced strong protest as they 
lacked the power to compete with high 
quality foreign cars even with 100% tar-
iffs. This issue more or less applied to 
textiles, pharmaceuticals, and the like. 

The third challenge concerns lack 
of sufficient investment in the country’s 
infrastructures. Growth of economic ac-
tivities depends on infrastructures such 
as energy, communications, telecom-
munications and specialized and skilled 
manpower. 

Unfortunately, due to lack of enough 
attention to the required investments in 
these sectors any significant develop-
ment in manufacturing activities would 
be faced with serious obstacles. Refin-
eries are not capable of supplying the 
required oil products, problems of gas 
shortage in winter and scarcity of wa-
ter and electricity in summer are among 
preoccupations of the officials and the 
people. Moreover, driving accidents end 
up in the death of thousands of people 
each year. Yet the sewage networks are 
either lacking or incomplete in many 
cities, including Tehran as the largest 
and most populated city in the country 
which culminates in growing diseases 
and environmental problems. Increase 
of air pollution in the capital city in re-
cent years has been caused as a result of 
wrong decisions of the past governments 

in using low quality gasoline as well as 
low standards of vehicles.

The fourth challenge facing the Ira-
nian economy is the fight against chronic 
and severe inflation which has reached its 
highest level in the past two years. Gov-
ernment efforts in solving international 
problems and the Central Bank’s prudent 
policy together with people’s optimism 
towards economic conditions have been 
the main elements in reducing the infla-
tion growth rate in the past six months. It 
is needless to say that there is a yawning 
gap between this rate and the rate of infla-
tion in other countries whether developed 
or developing. It is necessary that mea-
sures and policies of the Central Bank for 
liquidity control, government’s not using 
the resources of the Central Bank and 
policies to prevent financial suppression 
should be continued. Under the present 
circumstances, price controls and check-
ing the foreign exchange market would 
have no result but creating black markets 
and tension which would result in hoard-
ing of goods and growth of inflation ex-
pectations. The more economic stability 
grows, the more activities of domestic 
and foreign investments would increase 
and thereby with economic growth infla-
tion would decrease. 

The fifth challenge is lack of deci-
sion making or delay in implementing 
such decisions in the field of economic 
policies. The current situation of the 
country requires that sound and timely 
decisions be made in the field of eco-
nomic issues and be implemented with 
no delay. Despite presence of strong 
economic teams in the incumbent gov-
ernment due to certain political consid-
erations decisions are made with long 
delays which could deal heavy blows to 
the economy. The delayed decision mak-
ings in implementation of the second 
phase of the subsidies plan, Mehr Hous-
ing Project, tax policies, and reform-
ing the monetary and banking system 
are associated with uncertainties which 
would slow down the trend of economic 
growth and damage the economy. It is 
hoped that the New Year (1393) would 
be a year of logical and rational politi-
cal and economic decision makings for 
economic policy makers and their deci-
sions would be executed timely and by 
using all the expert and skilled forces in 
the country.  

E c o n o m y

Special Report

New Chapter Opens in 
Iran - Belgium Relations

End of European Sanctions

Continued from Page 22

The Chinese model 
which has gained 

remarkable success in 
the past 30 years could 
be considered the best 
model for reforming 
investment rules and 

regulations in the 
developing countries.

ernment control on foreign capitals and 
investments, government’s offering of 
practical and effective assistance to fa-
cilitate launching of the work process in 
China and providing foreign investors 
with legal and political assurance on the 
safety of their investment were among 
major reforms which resulted in the up-
surge of investment in that country. 

On the other hand, the Chinese gov-
ernment put forward the tax motivation 
plan for companies which worked with 
foreign investment in order to make in-
vestment in China more attractive for 
foreign investors. That is to say, most 
of them would pay less income tax and 
would be exempted from paying taxes as 
long as their income had not reached a 
certain level.

 Meanwhile, these companies could 
export their products or import their re-
quired primary materials freely and with-
out paying any customs charges. Sim-
pler rules for using workforce and even 
taking over a plot of land for launching 
economic activities- constructing a plant 
or else- could be cited among other reg-
ulations which have encouraged invest-
ment in China. 

Anyway, the Chinese model which 
has gained remarkable success in the past 
30 years could be considered the best 
model for reforming investment rules and 
regulations in the developing countries.

These rules and regulations facili-
tating investment in China could be dar-
ingly considered the main factor behind 
growth of its export revenues and subse-
quently its economic growth to such an 
extent that they helped place the export-
oriented economy of China as the sec-
ond largest economy of the world after 
the US in the global lists.    
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Alarming headlines about Europe 
have been inescapable in recent 
years even if the latest outlook is 

somewhat better. Markets and the media 
have questioned Europe’s ability to deal 
with a severe financial shock and an eco-
nomic downturn, even raising concern 
about the viability of the euro.

As bad as the crisis has been—and 
it has been extremely damaging, not least 
for the many people out of work—that 
should not obscure Europe’s achieve-
ment of a closely integrated region with 
some of the world’s highest standards of 
living. That this has been accomplished 
after two devastating world wars and the 
division of the continent between east 
and west for much of the 20th century is 
all the more remarkable.

Europe has experienced some cru-
cial pushes toward integration in the 
past 25 years—the fall of the Berlin Wall 
in 1989, the wave of central European 
countries that joined the European Union 
in 2004, and the launch of the euro in 
1999. The current crisis presents an op-
portune time to consider Europe’s path to 
integration so far and what lies ahead.

While Europe is much larger and 
more populous than the European Union 
alone, the Union has been at the heart of 
European integration, binding countries 
once in conflict and offering benefits well 
beyond its borders—as a key trading and 
investment partner across Europe and as 
a powerful catalyst for fundamental eco-
nomic and governance reforms by many 

entrants and aspirants.
The past few years have been rocky, 

and there will surely be further bumps 
ahead. The crisis exposed weaknesses 
in the regional architecture and national 
policies, while eroding political support 
for closer ties. But integration has yield-
ed substantial benefits for Europe so far, 
and continues to point the way forward.

Complex Origins: More than six de-
cades ago, six countries in western Eu-

rope (Belgium, France, West Germany, 
Italy, Luxembourg, and the Netherlands) 
decided to take economic cooperation a 
step further. The vision of the EU found-
ing fathers, epitomized by the Schuman 
Declaration in 1950, was to tie their econ-
omies—including the reemerging West 
German economy—so closely together 
that war would become impossible.

The history of the European Union 
has been one of big and small steps to-
ward ever-closer integration. Early on, 
leaders decided to integrate their key 
industries of the war and postwar years: 
coal and steel production. Tariffs were 
reduced, subsidies slashed, and nation-
al cartels dismantled. But unlike other 
forms of emerging postwar economic 
cooperation, the integration of Europe 
was defined by the creation of suprana-
tional institutions. Over the years these 
institutions have evolved into the execu-
tive, legislative, and judicial branches of 
the European project. The durability and 
continuous strengthening of these institu-
tions is a demonstration of the power and 
the success of the project. A key mile-
stone was the first direct European vote 
in 1979 when the European Parliament 
became the legislative power.

Geographically, the European 
Union also went through various stages 
of enlargement. In 1973, Denmark, Ire-
land, and the United Kingdom joined 
what was then the European Community. 
The 1970s saw deep social and political 
transformations in Greece, Portugal, and 
Spain, where military regimes and dic-
tatorships were overthrown. Inspired by 
the prosperity and stability of the Euro-
pean Community, these countries joined 
the European project a mere decade later, 
strengthening their emerging democra-
cies. The countries benefited enormously 
from free trade and common policies, in 
particular structural funds that were set 
up to foster convergence by funding in-
frastructure and productive investments 
in poorer regions.

Transition from Communism: The 
most significant episode in Europe’s 
postwar political and economic integra-
tion was the collapse of the centrally 
planned economic systems at the end 
of the 1980s. The fall of the Berlin Wall 
stands as the defining moment of a long 
and multifaceted process of liberaliza-
tion. More than 20 countries emerged 

Europe’s Road 
to Integration

By: Reza Moghadam, 
Director of the IMF’s European Department 

The highly integrated 
European financial 

system lacked circuit 
breakers and common 
supervision at the onset 
of the euro area crisis, 
and was thus highly 

susceptible to contagion.
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from communism to take their places in 
democratic Europe, presenting both the 
greatest opportunities and the greatest 
challenges in European integration since 
the war.

In all cases the initial challenge for 
the transition was stabilization. The col-
lapse of traditional trade and investment 
links and dislocation of domestic demand 
contributed to large output collapses in 
the early years of transition, ranging from 
about 10 percent in Poland and Hungary 
to some 40 percent in countries such as 
Latvia and Lithuania. As prices were lib-
eralized, they tended to skyrocket, partly 
as relative prices were set by supply and 
demand rather than central planning, but 
with especially steep increases where 
state revenues dried up and governments 
had few sources of finance other than 
turning to central banks to print money. 
Currencies across the region devalued 
rapidly and banking crises were wide-
spread. In some cases, where there was 
adequate political and institutional sup-
port for fiscal and monetary discipline, 
stabilization was achieved within a cou-
ple of years; others faced longer or mul-
tiple attempts to establish low inflation 
and sustainable public finances.

Following stabilization, the focus 
turned to institution building to improve 
the functioning of the economies, draw-
ing on best practices from western Europe 
and the rest of the world. Countries faced 
huge challenges in privatization, public 
sector reform, and establishment of an en-
vironment conducive to reform. The cre-
ation of credible monetary and exchange 
rate frameworks—whether involving 
floating or different types of fixed-rate ar-
rangements—in almost all countries was 
key to the success of transition. Integra-
tion has been particularly evident in the 
financial sector, with western European 
banks dominating in most of the transi-
tion countries. This has brought critical 
benefits in terms of know-how and fi-
nancing. At the same time, the unfettered 
flow of capital into the region during the 
heady years of the early to mid-2000s 
stoked bubbles that burst in the ensuing 
global financial crisis.

Integration has contributed to strong 
convergence of incomes. Average GDP 
per capita across emerging Europe rela-
tive to advanced economies in Europe 
rose by about 50 percent between 1995 
and 2013, despite the recent crisis. Siz-

able trade and investment links with 
western Europe were key to the growth 
and convergence progress that brought 
emerging Europe’s income levels to just 
under half of those in their advanced 
economy neighbors.

The European Union has been an 
increasingly important focus for the tran-
sition. In the 1990s, external assistance 
came mainly from other countries and in-
ternational institutions such as the IMF, 

the World Bank, and the new European 
Bank for Reconstruction and Develop-
ment. But as accession—the process 
by which countries join the European 
Union—gained steam, the European 
Union has played a critical role in de-
veloping institutions, guiding economic 
policy, and financing infrastructure. 
This process culminated in EU acces-
sion for 11 countries (4 of them already 
euro area members), and candidate sta-

tus for an additional 3. This achievement 
was inconceivable 25 years ago and has 
brought tremendous benefits both to the 
transition countries and to the existing 
EU members, through increased trade, 
capital, and labor flows.

The emergence of a German–central 
European supply chain is a good example 
of successful economic integration fol-
lowing the collapse of the Berlin Wall.

Since the 1990s the Czech Repub-
lic, Hungary, Poland, and the Slovak 
Republic have emerged as major manu-
facturing satellites—particularly in the 
automobile industry—of a production 
system with Germany at its hub. The 
evolution of this export-oriented system 
was spurred by large labor cost differen-
tials, geographic proximity, and histori-
cal and cultural affinities and supported 
by large flows of foreign direct invest-
ment from Germany.

The supply chain benefits Germany 
by allowing it to produce and export 
goods in which it may not be competi-
tive were it restricted to manufacturing 
within its national borders. In economic 
jargon, its production possibility frontier 
has expanded. Meanwhile the emerging 
economies in the supply chain have re-
ceived significant technology transfers, 

enabling particularly rapid income con-
vergence. Economic theory predicts that, 
all else equal, poorer countries should 
grow faster than richer countries, but the 
central European countries belonging to 
the supply chain have been able to ex-
pand output at an even faster clip than 
can be accounted for by income differ-
entials. Moreover, rapid export growth in 
these countries has been tilted in favor of 
knowledge-intensive sectors. So the sup-
ply chain is driving greater demand for 
skilled labor and creating opportunities 

for countries to move up the value chain 
over time.

Maastricht and the Euro: Meanwhile, 
Europe’s core countries continued to 
grow closer. Early on, exchange rate 
variability between member states was 
reduced through the European Exchange 
Rate Mechanism (ERM), which allowed 
currencies to fluctuate around parities 
within predefined bands. In 1990, ex-
change controls within the European 
Economic Community were abolished, 
allowing for the free flow of capital. 
Although there were crises under the 
ERM—for example, the United King-
dom was forced out in 1992 when the 
value of the pound sterling fell below 
ERM limits—realignments became less 
frequent over time as monetary policies 
and inflation rates converged.

The idea of a common currency 
slowly gained traction, but it was not 
until the Maastricht Treaty of 1992 that 
the Economic and Monetary Union, and 
with it a common currency and monetary 
policy, truly began to take shape. While 
creation of a single currency was rooted 
in Europe’s integration and facilitating 
economic transactions within the union, 
it also helped place the unified Germany 

Europe has experienced 
some crucial pushes 

toward integration in 
the past 25 years—the 

fall of the Berlin Wall in 
1989, the wave of central 
European countries that 

joined the European 
Union in 2004, and 

the launch of the euro 
in 1999. 
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that emerged at the end of the Cold War 
solidly within a common European insti-
tutional framework.

The Maastricht Treaty established 
convergence criteria designed to ensure 
that countries joining the new common 
currency would be sufficiently simi-
lar to be well served by a single mon-
etary policy. It also gave market forces 
a significant role in disciplining member 
states, by establishing the “no bailout” 
clause. To dispel skepticism and preserve 
fiscal discipline after the common cur-
rency was introduced, member countries 
signed the Stability and Growth Pact in 
1997, which was designed to tie policies 
to fiscal balance and debt targets.

In sum, the euro’s architecture was 
built on the premise that market forces, 
combined with minimal coordination of 
policies, would suffice to align econo-
mies, discipline fiscal policies, and al-
low countries to withstand idiosyncratic 
shocks.

Global Crisis Becomes European Debt 
Crisis: The global financial crisis after 
the collapse of Lehman Brothers in Sep-
tember 2008 triggered the euro area’s 
sovereign debt crisis. The crisis exposed 
severe imbalances in the euro area and 
weaknesses in the European architecture.

Following the introduction of the 
euro in 1999, many countries—among 
them Greece, Ireland, Italy, Portugal, 
and Spain—experienced a dramatic de-
cline in borrowing costs, for both the pri-
vate and public sectors. In many cases, 
cheap credit—often fed by capital from 
banks in the euro area’s core—fueled a 
credit boom that led to high growth rates, 
which in turn attracted more capital and 
investment. But it also increased the 
indebtedness of households and firms, 
and investment was concentrated in the 
nontradables sector (for example, real es-
tate), while high wages eroded external 
competitiveness. Current account bal-
ances deteriorated sharply, and countries 
accumulated large foreign debt. Misled 
by the belief that the increase in income 
was permanent, governments expanded.

Converging interest rates masked 
an absence of underlying structural con-
vergence. Cross-border financial flows—
stimulated by the absence of cross-border 
transaction costs and financial regula-
tion—facilitated increasing disparities 
in competitiveness. But when the credit 

cycle turned, a sudden stop in private 
capital flows left a number of euro area 
countries on the brink, their banks laden 
with bad debt from overinvestment and 
with large exposures to weakening sov-
ereign debt. Not only had markets not 
recognized emerging risks, the Stability 
and Growth Pact had been weakened—
a number of members, including some 
core countries, exceeded its limits, un-
dermining its credibility, and failed to 
instill sufficient fiscal discipline.

The highly integrated European fi-
nancial system lacked circuit breakers 
and common supervision at the onset of 

the euro area crisis, and was thus highly 
susceptible to contagion. Country-specif-
ic economic and financial shocks spread 
quickly throughout the region, threaten-
ing the viability of the currency union.

Crisis Response: National governments 
began implementing challenging mac-
roeconomic adjustment programs, with 
the overarching goals of reducing fiscal 
deficits and improving the competitive-
ness of their economies—unwinding 
the imbalances that had grown in previ-
ous years and laying the basis for more 
sustainable long-term growth. European 

policymakers realized that the European 
Union had yet to develop the institu-
tional and financial capacity to support 
crisis economies, prompting cooperation 
with the IMF (see Box 2). The European 
Union had to reconsider its “no bailout” 
principle, and it extended support to sov-
ereigns priced out of the market.

Surprising as it may sound now, 
many of the earlier IMF program engage-
ments were with the currently “advanced” 
European economies. The list of early 
IMF arrangements features countries 
such as Belgium, France, Italy, the Neth-
erlands, Portugal, Spain, and the United 

Kingdom. Italy and the United Kingdom 
were the last G7 economies to have IMF-
supported programs, as late as 1977.

IMF involvement in the region 
escalated with the historic transforma-
tion in eastern Europe. The fall of the 
Berlin Wall opened the floodgates. The 
challenges of economic stabilization—
combating output collapses and in some 
cases hyperinflation as well as establish-
ing new institutions—underpinned IMF 
programs in many transition economies, 
with momentous structural reforms help-
ing countries move from communist to 
market-based frameworks.

The next wave of programs came 
at the onset of the global financial crisis. 
The lull of the late 2000s was interrupted 
by devastating effects on emerging Eu-
rope from disruptions in advanced econ-
omies. Ukraine, Hungary, and Iceland 
were the first, each putting IMF-support-
ed programs in place in November 2008. 
Others followed suit, and with the crisis 
spreading to euro area countries as well, 
Greece, Ireland, and Portugal requested 
programs in 2010 and early 2011.

This latest round typifies the chang-
es in IMF engagement with countries. 
For instance, Poland, with its very sound 
economic fundamentals, benefited from a 
new insurance-like credit line. But most 
other countries, commensurate with their 
higher needs, also benefited from greatly 
increased loan amounts, as well as efforts 
to focus conditionality on key macroeco-
nomic priorities. 

A more forceful response would 
have been preferable to the numer-
ous false starts and solutions that often 
seemed just enough to keep the currency 
area intact, yet insufficient for a decisive 
break. But much has still been achieved. 
A permanent financial support facility for 
euro area member states—the European 
Stability Mechanism—was set up. At the 
height of the crisis, the European Cen-
tral Bank stepped up to defend the euro 
area’s integrity with large liquidity sup-
port for banks (longer-term refinancing 
operations) and by establishing a frame-
work for so-called Outright Monetary 
Transactions.

Most critically, the crisis made 
clear the need for a pan-European ap-
proach to the banking system—the bank-
ing union—with efforts now under way. 
The ultimate objective is to help reduce 
financial fragmentation and sever the 

Following stabilization, 
the focus turned to 

institution building to 
improve the functioning 

of the economies, 
drawing on best practices 
from western Europe and 

the rest of the world.
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negative feedback loops between banks 
and sovereigns. The European Union has 
also taken important steps to strengthen 
fiscal and economic governance, to de-
tect—and ultimately avoid—a renewed 
emergence of excessive fiscal and exter-
nal imbalances.

At critical moments, Europeans 
have answered with more integration and 
more solidarity.

The global financial crisis and its 
reverberations in the euro area also pre-
sented formidable challenges for emerg-
ing Europe. Financial markets froze and 
issuing sovereign international bonds 
became next to impossible. Capital flows 
retreated, even those channeled through 
subsidiaries of western banks. As western 
parent banks faced capital and liquidity 
shortages, fragilities of an interconnected 
system came to the fore and subsidiaries 
in these countries entered a period of de-
leveraging that has yet to end.

With plummeting exports and do-
mestic demand, output in most countries 
declined sharply, generating a deeper 
recession in emerging Europe than in 
other emerging market regions. Only a 
few countries escaped—either because 
their precrisis boom was more contained, 
leaving room for countercyclical poli-
cies, or because their trade and financial 
interconnectedness was limited.

Countries adopted a range of poli-
cies to respond to the crisis, which 
shocked their economies beyond the 
most pessimistic expectations. The initial 
goal was to stabilize the financial sector: 
countries relaxed reserve requirements, 
increased deposit coverage, and, in some 
cases, intervened directly in individual 
distressed financial institutions.

With large stocks of private debt, 
mostly denominated in foreign currency, 
there were few monetary and exchange 
rate options. Nor was fiscal expansion 
an option for most in the region as reces-
sion took its toll on government finances. 
Not surprisingly, a number of countries 
turned to financial assistance from the 
IMF. IMF lending, often front-loaded and 
supporting economic programs designed 
in conjunction with country authorities 
and European institutions, has provided 
support to help smooth the needed policy 
adjustment in 13 countries in the region 
since the onset of the crisis.

The Journey Continues: The nascent 

economic recovery in the euro area risks 
creating complacency—a wrong-headed 
belief that the crisis is over and integra-
tion efforts can be relaxed.

Far-reaching decisions have been 
made, but the economic integration of 
the euro area remains incomplete. Finan-
cial markets are fragmented (low Euro-
pean Central Bank interest rates are not 
spreading throughout the euro area, and 
firms in countries under pressure often 
face high borrowing rates), competi-
tiveness gaps remain large, structural ri-
gidities hinder labor and product market 
integration, and fiscal and other policy 
coordination have a long way to go.

The task is not just to overcome the 
crisis and repair the damage, however 
daunting that may be with output and in-

vestment still below precrisis levels and 
unemployment still unacceptably high 
in most euro area countries. The even 
greater challenge is to build a more ro-
bust euro area that is able to withstand 
future shocks and where country-specific 
shocks cannot easily become systemic.

Solving the crisis calls for a reas-
sessment of the economic and financial 
architecture underpinning the euro area. 
The common approach to the area’s 
banks—as embodied in the vision of a 
strong banking union—rightly suggests 
the need for more integration, stronger 
institutions at the center, and more em-
phasis on understanding spillovers.

The crisis and its response also 
mark a departure from some principles in 
the Maastricht Treaty, including the “no 

bailout” clause, and have led to a new 
understanding of national sovereignty 
in the context of common policies. De-
signing a union that builds on these new 
realities will be challenging. Among the 
most difficult decisions will be finding a 
political consensus that strikes the right 
balance between national sovereignty 
and the role of a strengthened center and 
policies that serve the greater good. A po-
litical framework will be needed to sup-
port the necessary economic integration.

Strengthening the monetary union 
is critical to reviving cross-border capi-
tal flows and restoring the effectiveness 
of monetary policy across the euro area. 
The banking union is a key part of this 
process, and the establishment of a Sin-
gle Supervisory Mechanism is an impor-

tant step toward a common approach to 
a healthy banking system. The ongoing 
Balance Sheet Assessment, which will 
provide a clear picture of where most 
banks stand, can help reduce uncertainty 
about the riskiness of banks. The recent 
agreement on a Single Resolution Mech-
anism and a Single Resolution Fund are 
additional steps toward a fuller union 
better equipped to deal with banks in 
trouble, though their complex structure 
and a cumbersome decision-making pro-
cess could hamper effectiveness. In the 
future, an effective common financial 
backstop will be necessary to address 
links between sovereigns and banks seen 
during this crisis (indebted governments 
struggled to cover banking sector costs, 
which, coupled with banks holding gov-
ernment debt, undermined confidence in 
both sovereigns and banks).

Deeper fiscal integration in the euro 
area can correct weaknesses in the sys-
tem’s architecture, make the area more 
resilient to future crises, and provide 
long-term credibility to crisis-response 
measures already adopted. Better over-
sight of national policies and enforce-

but much more must be done. A renewed 
push to improve productivity by imple-
menting the EU Services Directive—
which would facilitate cross-border pro-
vision of services similar to the current 
free movement of goods—will help. 
Providing support for credit to small 
and medium-sized enterprises and a new 
round of free trade agreements would 
also spur growth. Such efforts would 
lead to a more balanced and sustainable 
growth path, helping to reduce euro area 
imbalances.

In emerging Europe, most of the 
precrisis growth resulted from fast and 
furious capital inflows that fueled credit 
expansion, largely benefiting the nontrad-
ables sector. The region now faces a very 
different reality as western parent banks 
continue to reduce their exposure and the 
unwinding of ultraloose monetary policy 
in advanced economies threatens pros-
pects for capital inflows. The region also 
faces a smaller labor supply with the de-
cline in the working-age population set to 
accelerate in coming years.

With a modest outlook for capital 
inflows and labor force participation, 
the region’s growth opportunities de-
pend on improving productivity through 
structural reforms. For some, this re-
quires sustained pursuit of labor mar-
ket reforms: greater flexibility in wage 
determination, reducing disparities be-
tween standard and temporary contracts, 
and complementary reforms in social 
benefits. For others, improving the busi-
ness environment and completing priva-
tization are important to attract foreign 
investment in the tradables sector and 
improve links with supply chains in 
Europe. And yet for others—which al-
ready have a competitive export sector 
and well-established links with regional 
supply chains—the challenge is to move 
up the value ladder by improving the 
skills of their workers.

While the recent crisis in Europe 
differs from previous challenges in its 
nature and calls for far-reaching actions, 
a look back reminds us of the momentous 
hurdles Europe has surmounted in the 
past, as well as the approach it has taken 
in those trying times: greater integration. 
If political will can once again be 
summoned, further integration coupled 
with steps to boost growth can create a 
more durable foundation for prosperity 
in the region.  

The global financial crisis 
and its reverberations 
in the euro area also 
presented formidable 

challenges for 
emerging Europe.

ment of rules is under way and will help 
reinstate fiscal and market discipline. 
Stronger governance is also a prereq-
uisite for greater sharing of fiscal risks 
ahead of time; progress is still needed 
on this front, and is important to reduce 
the need for costly support after a crisis 
strikes. Minimal fiscal risk sharing—by 
increasing cross-country fiscal insurance 
mechanisms—is also a precondition to 
reinstate market discipline, adding cred-
ibility to no-bailout arrangements.

Long-standing labor and product 
market rigidities continue to hamper 
relative price adjustment and competi-
tiveness, especially in the countries that 
have been under pressure recently. There 
has been some progress—notably labor 
market reforms in Spain and Portugal—
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Belgium, apart from being the cen-
ter of the European Union, due 
to being situated on the crossing 

point of cultural and political spheres of 
Germany, France and the Netherlands 
and its neighborhood with Britain on the 
other side of the Channel, is naturally a 
trans-regional country with its influence 
going beyond its borders. 

For this reason, establishment of any 
relations with Belgium is tantamount to 
creating a network of expanded links be-
yond its borders with other neighboring 
countries such as France, the Netherlands 
and Germany. 

In an analytical glance at the struc-
ture of major industrial enterprises and 
giant financial institutions of the country, 
one can better observe the multinational 
characteristics and consequently the in-
fluence and extensive development of 
these institutions. The same applies to 
Iran in a different way. Iran as the main 
country in the union of Persian-speaking 
nations and with significant historical in-
fluence in Central Asia, acts as an open 
gateway to the flourishing and develop-
ing markets in these countries. 

Thus interactions and exchanges be-
tween Iran and Belgium would not be lim-
ited to these two countries alone but have 
the potential to lead to a giant network of 
economic and cultural relations between 
Central Asia and the Europe Union. 

The wide range of energy resources, 
including oil and gas, minerals and orna-
mental mines as well as large quantities 
of agricultural products in Iran in the light 
of Belgium's infrastructural partnership 
as one of the most important exporters of 
scientific, engineering and technological 
services, can revitalize traditional forms 

Brussels
The Capital 
of Europe

of the economy which are based on raw 
supply of resources and purchase of 
ready-made items towards dynamic and 
new types of partnership in production 
and supply and organize new markets in 
the region.

Iran's specific geopolitical features 
and its location on the historic Silk Road 
should be reviewed beyond a historical 
account and this time with a contempo-
rary approach to the landscape of political 
and geographical relations. Meantime, 
Iran's remarkable potentials should be 
considered in the course of realization 

and objectivity towards a dynamic and 
vital direction in international economic 
and trade equations. 

Obviously, on the verge of lifting the 
sanctions (against Iran) steps should be 
taken beyond incentives and we should 
think about sustainable interaction. Here, 
Brussels not only as the capital of Bel-
gium but in its highlighted international 
role as the capital of Europe, and Tehran 
as the capital of the Persian-speaking na-
tions, could become founders of a new 
chapter in relationship between the East 
and the West.  

Iran's remarkable 
potentials should be 

considered in the 
course of realization 

and objectivity towards 
a dynamic and vital 

direction in international 
economic and trade 

equations. 

By: Homayoun Askari
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Belgian Foreign Minister Didier 
Reynders has expressed hope 
that Iran’s nuclear negotiations 

with the world powers could lead to res-
toration of trust between Tehran and the 
West.

“I hope relationships that are based 
on trust will be revived with the nucle-
ar negotiations and when a clear, final 
agreement is reached,” Reynders said 
in a press conference with his Iranian 
counterpart Mohammad Javad Zarif in 
Tehran (Feb. 23).

Reynders had earlier met with Ira-
nian President Hassan Rouhani, a rela-
tive moderate elected last year on vows 
to engage the West diplomatically in 
order to secure the lifting of crippling 
international sanctions.

Reynders was the third foreign 
minister from the European Union to 
visit Iran in the past two months, fol-
lowing in the footsteps of Italy’s Emma 
Bonino and Sweden’s Carl Bildt.

The visits come after Iran and the 
world powers struck an historic interim 
deal in November under which Tehran 
agreed to curb or freeze parts of its con-
troversial nuclear program in return for 
sanctions relief.

Zarif, for his part, expressed opti-
mism for better economic cooperation 
with Europe.

“Our European friends should 
know that a good atmosphere and stable 
conditions have been created for invest-
ment in Iran,” Zarif said.

He added that Iran would continue 

the negotiations “to remove all excuses 
for sanctions, so that the situation for 
foreign investment is prepared.”

Iran and the six world powers, 
namely France, Britain, the United 
States, China, Russia, and Germany, 
agreed in November last year to work 
on a comprehensive agreement on 
Tehran’s nuclear program within a six-
month period.  

Such an agreement would allay 
Western suspicions that Iran’s nuclear 
drive masks military objectives -- de-
spite Tehran’s repeated denials -- and 
remove economic sanctions on the Is-
lamic Republic.

Reynders said he also discussed 
human rights in talks with Iranian offi-
cials, which included “the death penalty, 

freedom of speech and women rights.”
“On all these issues, we want an 

open dialogue,” he said.
He also announced, without 

providing details, that the European 
Union’s special representative for hu-
man rights Stavros Lambrinidis would 
visit Iran.

Reynders also said Iran should be 
part of a “political solution” to the con-
flict in Syria -- where it is a key ally of 
President Bashar Assad’s regime -- and 
play a regional role in combating drug 
trafficking.

Belgium Urged to Play a Bigger Part 
in Promoting Iran-EU Ties: President 
Hassan Rouhani said Iran is the anchor 
of peace and stability in the region, add-

ing that Tehran and the EU can cooper-
ate on regional and international issues.

President Rouhani made the re-
mark in a meeting with the visiting Bel-
gian Foreign Minister Didier Reynders 
in Tehran (Feb. 23).

The President hailed the “positive” 
and “historical” relations between Teh-

ran and Brussels and said: “Belgium 
should play a greater role in expansion 
of ties between Iran and the European 
Union (EU).”

He said both Europe and the Mid-
dle East are suffering from terrorism 
and extremism and expressed Tehran’s 
readiness to interact with the EU to 
counter terrorism and violence.

“We are ready to cooperate with 
the European countries in sending hu-
manitarian aids to the Syrian people,” 
said President Rouhani.

The President reaffirmed the peace-
ful nature of the Islamic Republic’s nu-
clear program, expressing Tehran’s de-
termination to reach a “comprehensive 
and final” agreement with the six major 
world powers.

EU Foreign Ministers  Queue at Iran’s Door
“Our European friends 
should know that a good 
atmosphere and stable 
conditions have been 

created for investment 
in Iran,” Zarif said.
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“Iran’s peaceful nuclear activities 
are transparent and under the supervi-
sion of the International Atomic Energy 
Agency (IAEA) and we want the pres-
ervation of all the basic rights of our na-
tion in the final agreement.” 

He expressed hope that the P5+1 
(Russia, China, France, Britain, Ger-
many and the US) would also contrib-
ute to the building of “the first step of 
confidence” between Iran and the West.

“Sanctions, particularly unilateral 
sanctions, are a breach of human rights 
and against the interests of nations,” he 
added.

Iran and the six countries are cur-
rently in talks to reach a final agreement 
aimed at fully resolving the West’s de-
cade-old dispute over Tehran’s nuclear 
energy program.

The Belgian foreign minister, for 
his part, said that his country is keen to 
improve relations with Iran.

Reynders hoped that the final 
agreement between Iran and the six 
powers would lead to normalization of 
economic relations between Tehran and 
European countries.

Majlis Speaker Calls for Closer Bel-
gium Ties: Majlis Speaker Ali Larijani 
expressed support for enhancement of 
bilateral relations with Belgium, par-
ticularly in the domain of parliamentary 
cooperation.

In a meeting with Reynders in Teh-
ran (Feb. 23), Larijani hailed Tehran-
Brussels ties as “positive”, emphasizing 
that “Iran’s Majlis supports the expan-

sion of political and economic coopera-
tion with Belgium, especially in the par-
liamentary sphere.”

Larijani also pointed to Iran-Bel-
gium cooperation in fighting drug traf-
ficking, saying the Islamic Republic has 
been “engaged in a serious campaign 
against terrorism and drug smuggling 
despite an increase in Afghanistan’s 
problems” caused by the US-led inva-
sion of the neighboring country.

He also touched upon Tehran’s 
nuclear negotiations with the P5+1, and 
said the country’s legislative branch su-
pervises the implementation of the in-
terim deal signed between the two sides 
in Geneva, Switzerland, last November.

The senior Iranian official further 
pointed to the West’s inaccurate under-
standing of the realities in Iran, express-
ing hope that “regular negotiations” 
between Iranian and European officials 
would clear up such “misunderstand-
ings.”

The top Belgian diplomat, for his 
part, said his country welcomes expan-
sion of Tehran-Brussels ties in differ-
ent areas, underlining the significance 

of parliamentary ties between the two 
countries.

Reynders also praised the Islamic 
Republic’s efforts in fighting drug traf-
ficking and said Tehran-Brussels rela-
tions are highly significant in this arena.

Belgian Firms’ Return to Iranian 
Market: Belgian companies are wel-
comed to return to Iran’s market, For-
eign Minister Zarif said after the Euro-
pean country announced plans to send 
a trade delegation to Tehran in the next 
two months to study widening of ties 
and cooperation.

“The Islamic Republic of Iran is a 
stable and secure place for investment 
and the trade and private sectors of Iran, 
Belgium and the European Union can 
cooperate with each other,” Zarif said in 
the press conference.

He described the economic rela-
tions between Iran and Belgium as age-
old and positive, and said the Belgian 
companies are presently active in Iran’s 
railway construction and sugar-produc-
tion plants projects.

“There now exists a good oppor-

pean states have so far sent their trade 
delegations to Iran to study chances for 
widening trade ties and exchanges with 
Tehran, while more EU member states 
are preparing to send similar delega-
tions to the Islamic Republic.

The largest of such delegations 
comprised of 141 French businessmen 
and traders who stayed in Tehran for 
several days in February.

Also reports said that the US aero-

The President reaffirmed 
the peaceful nature of 
the Islamic Republic’s 

nuclear program, 
expressing Tehran’s 

determination to reach 
a “comprehensive and 

final” agreement with the 
six major world powers.

tunity for the Belgian firms to return to 
Iran and find their position,” Zarif said.

Glorieux said all those Belgian 
companies that see a possibility for run-
ning operation in Mazandaran province 
would be present in the upcoming visit 
of the Belgian trade delegation.

Following the implementation of 
Geneva nuclear accord struck by Iran 
and the Group 5+1 in November 24, the 
ground has been paved for more partici-
pation of the European countries in the 
Iranian lucrative market. Several Euro-
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space companies are seeking permis-
sion to sell airliner parts to Iran for the 
first time in three decades.

At least two leading manufacturers, 
Boeing (BA.N) and engine maker Gen-
eral Electric (GE)(GE.N), have applied 
for export licenses in a six-month win-
dow agreed by Iran and the six world 
powers in November, industry officials 
and other sources familiar with the mat-
ter said, Reuters reported.

If approved, the sales would be the 
first acknowledged dealings between 
the US aerospace companies and Iran 
since the 1979 US hostage crisis led 
to sanctions that were later broadened 
during the dispute over Iran’s nuclear 
activities.

Also earlier reports in November 
said that the US oil giants are keen to 
get into the Iranian oil and gas sector 
before big European oil companies like 
French Total S.A. and Royal Dutch grab 
the chance.

The French Le Figaro also reported 
that General Motors Co. is planning to 
cooperate with Iranian vehicle manu-
facturer Iran Khodro Co. (IKCO).

Official Calls for Broadening of Iran-
Belgium Ties: Head of Iran’s Chamber 
of Commerce Gholam-Hossein Shafey-

ee underlined Tehran’s willingness to 
expand economic cooperation with 
Brussels.

“We ask the Belgium-Iran Joint 
Chamber of Commerce to pave the way 
for the expansion of economic ties with 
Iran,” Shafeyee said in a meeting (Feb. 
24) with Vice-President of the Federa-
tion of Belgian Chambers of Commerce 
Jacques Glorieux in Tehran.

The chairman of Iran’s Chamber 
of Commerce said Belgium’s strategic 
position has been a driving force behind 
Iran’s intention for expanding bilateral 
trade ties with that country.

“Iran pursues development of 
economic relations (with other coun-
tries) on the basis of shared interests,” 
Shafeyee said.

He also voiced displeasure in the 
low level of the two countries’ trade 

exchanges that he said amounted to 
only USD800 million, and stressed 
that the private sectors of Iran and 
Belgium should become more active in 
a bid to increase their mutual economic 
cooperation.

Shafeyee said the world countries 
are today in tight rivalry over ties with 
and investment in Iran, “and those who 
move sooner and better will have a big-
ger share of this market”.

The vice-president of the Federa-
tion of Belgian Chambers of Commerce 
announced (Feb. 23) that a high-level 
Belgian trade delegation is scheduled to 
visit Iran in the next two months.

“This trade delegation will arrive in 
Tehran in the next two months and the 
visit will last for six days,” Glorieux said 
in a meeting with economic experts of 
Iran’s Northern Mazandaran province.

He expressed the hope that the 
commercial, social and economic rela-
tions between Belgium and Iran, espe-
cially with Mazandaran, would expand 
with the help of the two countries’ trade 
sectors.

Glorieux said all those Belgian 
companies that see a possibility for run-
ning operation in Mazandaran province 
would be present in the upcoming visit 
of the Belgian trade delegation. 

“Iran pursues 
development of economic 

relations (with other 
countries) on the basis 
of shared interests,” 

Shafeyee said.

Our Young 
Colleague

Most photographs of the Special 
Report section in this issue 

have been taken and chosen by our 
young colleague Ali. These photos 
are his first journalistic work and 
his creativity and innovation in 
taking and choosing the photos are 
praiseworthy.  

Ali is 17 years old and loves 
photography and has so far held 
several photo exhibitions on “nature 
and man”.

He intends to study marketing 
at the university and has promised 
to take and send more interesting 
photos for “Iran International”.

We wish further success and 
luck for our young colleague, Ali.  

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 vision behind production 
of IRAN: A Window, A River, A 
Heart transcends the boundaries 

on land and time. The book 
opens by Globalization without 
Domination 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. 

IRAN
A Window, A River, A Heart
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The history of Iran-Belgium rela-
tions has been the topic of emer-
gence of a new method in interna-

tional diplomatic relations.
Technical Assistance as a common 

coin in the international political econo-
my was for the first time minted with an 
approach towards the unique Iran-Bel-
gium relations.

In the midst of the colonial works 
done by European empires such as France 
and Britain in the Orient which were 
mainly based on exploitation of cheap 
or even free resources of these countries, 
we are faced with a new form of pres-
ence of this sovereign European country 
which not only did not aspire to plunder 
the resources and mines of the host coun-
try but sincerely tried to develop modern 
bureaucratic infrastructures and offer 
technical services to that country. 

Iran of the nineteenth century, which 
on the one hand saw its northern shores 
at the risk of the Tsarist Russia's assault 
and on the other hand its royal court up 
to the southern borders were subject to 
the interventions of the British Empire, 
delegated organization of its customs and 

economic affairs to a Belgian who within 
a short period of time showed the undeni-
able effect of his presence after Iran made 
a 35% increase in customs revenues. 

His efforts and effective measures 
in organizing the customs affairs and 
establishing customs regulations were 
stunning to the extent that during the 
trip of the Iranian monarch to Europe, 
the Finance Ministry was also entrusted 
to him, something unprecedented in the 
history of political relations between Iran 
and other European countries. 

This is important because contrary 
to the colonial policies of the Europe-
ans, who would assign their henchmen 
to government positions and ministries 
Monsieur Nause has been described in 
historical accounts as “a nurse more com-
passionate than mother” whose presence 
in the position of minister was not out of 
colonial coercion and force but with the 
consent of the Iranian statesmen. 

A comparison between him and oth-
er Europeans present in Iran at that time 
would show a stunning difference when 
it comes to names such as Reuters, Tal-
bot and Darcy. These same differences 

resulted in the actions of colonial powers 
of Russia and Britain which considered 
Nause’s outstanding measures in orga-
nizing Iran’s economy a threat against 
their interests and by preparing the 
ground and imposing various pressures 
made him leave Iran. 

However, the bright record of the 
presence of the Belgians in Iran did not 
hinder the return of Joseph Mornard 
who was Nause’s assistant, to Iran for 
organizing posts and telecommunications 
affairs. 

In historical accounts it has been 
stated that in 1913, some 68 Belgian 
counselors were offering technical 
and infrastructural services to Iran’s 
administrative affairs, services that in the 
field of posts and telecommunications 
continued up to the end of the World War 
II as the most important configuration of 

Iran-Belgium 
Historical 
Relations

a modern government. 
Since then relations between Iran 

and Belgium, due to extensive changes 
made in the political geography of the 
contemporary world and formation of 
new regional governments and asso-
ciations, have been followed in a new 
course. 

Now, in the wake of establishment 
of peaceful and friendly relations be-
tween Iran and the Europe Union which 
is based on understanding of consider-
ations and mutual respect for the rights 
of each other, it is hoped that in line with 
Iran’s demystification and removal of 
concerns of the international community, 
the European Union and other parties in-
volved in the nuclear standoff will facili-
tate relations through mutual trust for the 
cause of lasting peace.

Obviously, the most basic compo-

Iran and Belgium due 
to their unique and 

historical relations can 
once again revive their 
past good relationship 

and realize an 
extraordinary landscape 
of the future of political 
relations between Iran 

and the European Union.

nent of creating solidarity among gov-
ernments is relations among nations 
which are more reflected in cultural and 
economic spheres and its deep and strong 
roots will bring about outstanding fertil-
ity in political fields. 

Now that we are living in the era of 
postcolonial politics, what is necessary 
for the establishment of relations com-
bined with respect and tolerance is mu-
tual understanding of cultural values and 
consideration of political circumstances 
combined with new approaches in the 
field of economy. 

In this regard, Iran and Belgium due 
to their unique and historical relations 
can once again revive their past good 
relationship and realize an extraordinary 
landscape of the future of political 
relations between Iran and the European 
Union.    

By: Homayoun Askari



108 109IRAN INTERNATIONAL, Iran-Belgium Special Report, June 2014IRAN INTERNATIONAL, Iran-Belgium Special Report, June 2014

Iran and the United Europe 
Lessons and Trials

The present article contains inter-
esting points as regards the rela-
tions of the European countries 

within the United Europe and the inter-
actions of the United Europe with the Is-
lamic Republic of Iran.

The author sheds light on relations 

between the United Europe and the Unit-
ed States and the impacts of Europe-US 
relations on Iran’s foreign policy. 

 An overall review of the progress 
of the European Union in the past and 
the present shows that the nature of unity 
of Europe as an aspiration and need for 
the new economic-political world order 

is considered more than before but am-
biguities about its quality have not been 
removed yet. The most important fac-
tor that is considered now is expansion 
of United Europe in Central and Eastern 
Europe. Continuation of progress of the 
union in the field of elimination of tech-
nical, physical, financial and security 

barriers, more free movement of goods, 
capital, labor and services is also consid-
ered. A perfect union seems to need more 
important factors that are socio-political 
and in this context, differentiation and 
opposing viewpoints of various parts of 
Europe should be considered as well. 
For example, Britain which in terms of 
economy is one of the effective members 
of the European Union still has various 
reservations in terms of monetary and 
political unity in Europe.

 On May 1, 2004, simultaneously 
with celebrations across Europe, ten 
countries of Central and Eastern Europe 
joined the United Europe. Development 
of the European Union is something that 
has been considered by the European 
leaders since the very beginning. The 
Coal and Steel Union of Europe was 
founded in 1951 by the six countries: 
France, Germany, Italy, Belgium, the 
Netherlands and Luxembourg. The same 
members created the European Econom-
ic Community and the European Nuclear 
Energy Society by 1957. In 1973, Ire-
land, Britain and Denmark joined the 
European Common Market and in 1981 
Greece and in 1986 Spain and Portugal 
and in 1995 Austria, Sweden and Fin-

land became members of the European 
club. In 1990, the German Democratic 
Republic merged with the Western sec-
tion and formed the Republic of Ger-
many. The only country which went out 
of the Europe Community in 1984 was 
Greenland. The fifth circle for a bigger 
European Union took place in May 2004 
when the ten countries of Cyprus, Malta, 
Poland, Hungary, the Czech Republic, 
Slovakia, Slovenia, Estonia, Latvia and 
Lithuania were accepted to join the Eu-
ropean Union. New frontiers of the Euro-
pean Union were expanded up to Russian 
borders. The majority of the accepted 
countries were from among the former 
Eastern bloc.

 Another point in the convergence 
process among the Europeans is its uni-
fied constitution. On June 18, 2004 EU 
leaders in Brussels adopted the first text 
of the European Union constitution. 
The text of the EU constitution is about 
100 pages which contains all the previ-
ous agreements of the EU; while in the 
constitution new proposals have been 
raised giving legal status to the European 
institutions and accepting principles in 
accordance to which the majority of de-
cisions have been adopted with regard 

By: Dr. Abbas Maleki
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to the demand of the majority of mem-
ber countries and majority of the people 
of member states. Among points of the 
text of the constitution one is that for its 
approval in addition to member coun-
tries citizens of member states should 
also vote in its favor. Final ratification 
of the constitution because of putting 
it into a referendum by some member 
states would become a major challenge. 
In order to enjoy more practical aspects, 
the constitution now must be ratified by 
each of the 28 EU countries. The text of 
the constitution of the European Union 
which has been adopted by the EU lead-
ers considers decision-makings and EU 
measures in most areas dependent on the 
majority vote of the member countries 
which should embody at least 65% of the 
population of 450 million strong EU. In 
the text of the EU constitution, in areas 
such as taxation, foreign and defense 
policy, veto right of member states would 
be preserved. At least ten EU countries 
would put the constitution to referendum.

 Turkey and its membership in the 
European Union is one of the most inter-
esting topics for analyzing Europe’s per-
spectives towards a Muslim country. At 
the same time, Turkey has fulfilled all the 
prerequisites of Europe for membership 
and even showed flexibility with regard 
to North Cyprus but in practice the Eu-
ropean Union like a Christian club has so 
far blocked Turkey’s entry.

 Russia, with regard to religious, 
language and cultural commonalties with 
Europe considers itself a European coun-
try but the relationship of this country 
with the EU has always been accompa-
nied by numerous challenges. Gener-
ally we can say that Vladimir Putin is 
inclined to remain Asian simultaneously 
with being European and for this reason 
the Shanghai Cooperation Organization, 
the Eurasian Economic Cooperation Or-
ganization and the collective security 
treaty from the Russian outlook are not 
less important than European organiza-
tions such as the European Union, the 
Organization for Security and Coopera-
tion in Europe and the West’s security ap-
paratus, NATO.

 U.S. relations with Europe within 
the framework of the Trans-Atlantic Alli-
ance, is subject to justification. Although 
the issue of the war in Iraq and the pro-
cess of West’s intervention in that coun-

try have poisoned the relations between 
European powers such as Germany and 
France and the United States, however it 
should not be forgotten that the overall 
interests of the West would force these 
countries to reach a consensus in strate-
gic targets with each other.

 In different communities there 
are infinite requests, demands and ex-
pectations but the resources to respond 
to these problems is often limited. This 
has happened in the United Europe. 
The issue of social justice and equality 
has now become one of the main issues. 
Generally, Northern Europe enjoys more 
wealth and more production capacity 
as compared to the Mediterranean litto-
ral states and this has divided members 

of the European Community into the 
rich and the poor. External gaps includ-
ing ethnical, linguistic and religious as 
well as cultural gaps such as old-young, 
urban-rural , modern-traditional, authori-
tative and liberal and position-class dif-
ferences have all divided the people into 
different groups which briefly could be 
summarized into religious, ethnic, class 
and regional gaps. Secularization pro-
cess that has become more severe in the 
seventies onwards, has acted in contra-
diction with religious values. Renewed 
interest in religion among the Catholics 
and Protestants and the surprising growth 
of Islam in European societies has devel-
oped a contradiction in this regard. Eth-
nic gaps in Belgium, Switzerland, Spain, 

Britain and France have so far created 
several crises. Class division in Europe 
which is a typical industrial society is 
clearly evident. Concentration of wealth 
is in the hands of 20 percent of the top 
population who are called the investors 
and the rest are working in their factories 
and companies. Regional gaps in Europe 
have provoked the famous debate of the 
United Europe with two different speeds. 
Because economic heterogeneity of 
member states and countries of Central 
and Eastern Europe which are willing to 
enter the union is fairly obvious.

 Another point about the United 
Europe is the issue of identity and rais-
ing the question as to what would hap-
pen to the national identity of countries 
that become members of the Union in the 
future? Would the national identity dis-
appear within the Union and replaced by 
a European identity? So it seems that ac-
cording to European scholars, European 
identity will not by any means replace 
different national and local identities of 
different people in Europe; rather it is 
regarded a complement and elimination 
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of national identity of member countries 
would not be possible.

 Europe’s common foreign policy 
in the Middle East is based on several 
general principles: economic interests, 
security interests, and prevention of 
Washington’s unilateralism in the region. 
Meanwhile, Iran in terms of its specific 
geographical location, potential domestic 
market and political behavior of the Is-
lamic Republic of Iran enjoys a specific 
status in realization of the objectives of 
Europe’s foreign policy.

 On the other hand, what is Iran’s 
outlook towards the goals and process of 
European unity? In terms of ideals and 
logic, the Islamic Republic of Iran has 
welcomed any convergent measures in 
different parts of the world and has been 
the same policy in its relations with the 

neighbors and in the region and at the 
level of Islamic countries. The process 
of the European unity is interesting and 
informative for Iran that is familiar with 
problems of regional cooperation as a 
prerequisite for any convergent policies 
in the region such as the Economic Co-
operation Organization (ECO).

 Iran’s relations with Europe after 
the victory of the 1979 revolution have 
experienced ups and downs and due to 
existence of some differences in most 
cases have been associated with stress. 
In the aftermath of the Iraqi imposed war 
(1980-88) two specific periods could be 
considered for those relations: First the 
period of “critical dialogue” which start-
ed in 1992 and continued till 1997. In this 
period, Europe contrary to the will of the 
U.S. administration did not participate in 

plans to isolate Iran. In 1996 when Iran’s 
economic sanctions were placed on 
Washington’s agenda Europe by promot-
ing its relations with Iran fully ignored it. 
During this period the EU tried to hold 
dialogue with Iran and encourage the 
country to change its attitude towards the 
death fatwa on Salman Rushdie, human 
rights situation, terrorism, the Middle 
East peace, and purchases of arms and 
weapons of mass destruction. In this pe-
riod Europe did not agree with the U.S. 
policies against Iran, including dual con-
tainment, different sanctions and ban on 
export of technology. The second stage 
started in 1998 which could be referred 
to as an era of “economic participation.” 
One of the specifications of this stage is 
participation of European companies in 
projects for development of oil and gas 
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industries as well as other projects. This 
change took place for different reasons 
which, in addition to domestic develop-
ments in Iran, could include Europe’s 
competition with the U.S. in the course 
of shaping of the New World Order and 
supply of Iranian oil and gas to Europe. It 
is interesting that Europe’s main oil and 
gas suppliers are Iran, Libya and Saudi 
Arabia two of which had been under 
American sanctions. Another point is the 
possibility of investment in Iran’s oil and 
gas industry which is an attractive market 
for Europe.

 Détente was restored in relations 
between Iran and Europe with the elec-
tion of Mohammad Khatami as president 
of the Islamic Republic of Iran in 1997. 
Since then heads of European states and 
Iran exchanged state visits. Warm eco-
nomic and political relations between 
Iran and Europe were proceeding well 
until the issue of Additional Protocol to 
the Nuclear Non-Proliferation Treaty 
came up. Since then Europe has been 
constantly exerting pressures on Iran to 
accept the protocol and in addition pre-
vent any measures which would bring the 
country closer to nuclear technology to 
make A-bomb. Given Iran’s agreement 
with the three major European coun-
tries - Britain, France and Germany in 
Tehran in October 2003 – it seems that 
subsequent pressures of these countries 
would somehow affect bilateral relations 
between Iran and Europe.

 In relation with the European 
unity it would be appropriate to consider 
that new initiatives with the organiza-
tions of the United Europe should be 
complementary to the relations of the 
Islamic Republic of Iran with each Eu-
ropean country. While there is the risk 
that relations with the EU would replace 
Iran’s relations with each of the Euro-
pean countries, each European state for 
different reasons is willing to have good 
relations with Iran. Some ancient and 
historical relationships between Iran 
and certain European countries such as 
Germany, Austria and Italy justify these 
relations and some historical factors hin-
der Iran’s overall relations with Britain, 
France and Belgium. Therefore knotting 
Iran’s relations with each EU member to 
relations with the center of the Union is 
not very prudent. For example, Germany 
is the driving engine of the European 

Union. It is now shouldering the burden 
of inflation, lack of productivity and eco-
nomic weakness of other European coun-
tries. If relations between Germany and 
Iran tend to become entirely indebted to 
Iran’s relations with the European Union 
the result would not be in Iran’s interest.

 Regulations and guidelines of 
the Europe Union have new and unique 
standards. This topic is both discussed in 
industrial and agricultural products and 
services and in human, social and legal 
values. With regard to products and arti-
facts, interaction with Europe obliges us 
to consider points in non-oil productions 
such as environmental standards, low en-
ergy consumption, productivity, and effi-

ciency. But this point should be also con-
sidered that the Europe Union has also 
generalized such criteria for social and 
value issues as well. Issues such as mod-
eration, tolerance, human rights, human-
itarian intervention, judicial system, the 
death penalty, etc. are among issues that 
the EU and its agencies such as the Euro-
pean Commission, the European Council 
and specifically the European Parliament 
have paid serious attention to and most 
countries due to their relations with the 
European Union have been criticized by 
these agencies. Therefore, relations with 
the European Union are accompanied by 
the heavy burden of facing interventions 
of European centers in different sections.

 On the part of Iranian statesmen, 
one of the important motivations in Iran’s 
foreign policy with regard to relations 
with Europe is the existence and the role 
of a powerful pole such as the European 
Union against the U.S. hegemony which 
has been basically considered in the for-
eign policy of the Islamic Republic of 
Iran. But, on the other hand, over-expec-
tation from Europe in challenging the 
U.S. is not realistic. The fact is that if Eu-
rope in the years after World War II could 
manage to establish convergent agencies 
such as the Steel and Coal Union, Euro-
pean Common Market and the European 
Union, development of an appropriate 
security atmosphere for Europe the U.S. 
military and security support for  Europe 
in this process has been effective; other-
wise in an environment where each coun-
try had concerns about security of Europe 
and their own security, how such an idea 
could become closer to reality? For this 
reason, Europe would not approach the 
U.S. up to the point of contrast. Rather, 
at certain junctures, Europe’s behavior 
shows this country’s representation on 
behalf of the U.S. For example, Europe’s 
involvement in the case of Chechnya, the 
Caucasus security, and assistance to the 
Middle East peace process is indicative 
of the representation of the United States.

 One type of dialogue and secu-
rity cooperation between Iran and Eu-
rope as a whole could be interesting for 
both sides. The two sides have common 
concerns with regard to different regions 
of the world which are in their neigh-
boring. One of these regions is Central 
Asia and the Caucasus. Caucasus is par-
ticularly very close to Europe. Projects 
such as Partnership for Peace within the 
framework of attracting former Soviet 
republics although have been useful for 
Europe but it seems that in the absence 
of Iran’s participation in any security ar-

rangement in Central Asia and Caucasus 
would somehow be impossible. The Or-
ganization for Security and Cooperation 
in Europe with 55 members, including 
the U.S., Canada, Europe, Russia, the 
Caucasus and Central Asia, is one of 
the West’s security agencies worldwide. 
Iran’s cooperation with the OSCE could 
be beneficial for both sides. The orga-
nization intends to establish security in 
Central Asia, the Caucasus, Southwest 
Asia and South Asia. Most of these coun-
tries are Muslim and Iran can play an ac-
tive role in this regard.

 Energy cooperation: Membership 
of Central and Eastern European coun-
ties in the European Union could mean 
greater demand for energy. Although Eu-
rope is surrounded by an ocean of   gas but 
energy economy shows that use of ener-
gy in the absence of long-term planning 
is not possible. Iran, as the second largest 
gas producing country in the world could 
be a supplier of energy to Europe. In the 
past and when Europe was in need of 
more energy, due to purely political rea-
sons both the Soviet Union and the two 
giant Soviet gas pipelines were priori-
tized over the proposed Iranian pipeline. 
However, Iran and Europe could further 
cooperate in the field of energy. 
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The National Petrochemical Company (NPC) 
in cooperation with Iran International 

Magazine intends to publish a special issue on 
25 October 2014 on the occasion of the 50th 
anniversary of Iran petrochemical industry and 
also to mark the 9th International Exhibition 
of Plastics, Rubber, Equipment and Machinery 
(Iran Plast 2014).

The publication is expected to be valued as 
a national and historic document by members 
of the nation as well as contributing Iranian 
and foreign companies.

If you are interested to be part of this 
effort and publish your promotional message 
please contact Iran International Magazine 
at iraninternational@gmail.com or by phone 
number ++98 21 22 66 64 50.
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