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Rouhani Calls for 
Collective Measures to 
Counter Western Sanctions

He pointed to his meeting with Rou-
hani earlier in the day and said the two 
sides had exchanged views on ways to 
bolster mutual cooperation in industrial, 
mining and agricultural domains. The 
two presidents inked a number of agree-
ments to that effect.

Nazarbayev also proposed the for-
mation of a joint chamber of commerce 
between Iran and Kazakhstan.

Tajikistan

Rouhani called for enhancement of 
economic cooperation between Iran and 
Tajikistan in a meeting with his Tajik 
counterpart Imomali Rahmon in Dushan-
be (Sept. 10).

Referring to Tehran-Dushanbe cul-
tural and historical commonalties, Presi-
dent Rouhani said the two capitals will 
always stay together as two brotherly 
countries.

The fact that Tehran and Dushanbe 
share joint positions on major regional 
issues will help further boost their rela-
tions, he said.

President Rahmon told his Iranian 
counterpart that Dushanbe was interested 
in sharing Tehran’s views on various 
sectors to promote the level of bilateral 
relations.

Hydroelectric Power Plant

President Rouhani inaugurated the 
second power generating unit of an Irani-
an-financed hydroelectric power plant in 
Tajikistan (Sept. 10).

Rouhani and Rahmon led the inau-
guration of the second turbine at Sangtu-

President Putin, for his part, expressed satisfaction 
over the growing relations between the two neighbors 

President Hassan Rouhani con-
ducted a five-day (Sept. 8-12) 
tour of Kazakhstan and Tajiki-
stan on top of a high-ranking 

diplomatic delegation including a number 
of cabinet members. While in Dushanbe 
he attended the 14th summit conference 
of Shanghai Cooperation Organization.

The SCO is an intergovernmental 
organization founded in 2001 in Shanghai 
by the leaders of China, Kazakhstan, 
Kyrgyzstan, Russia, Tajikistan, and 
Uzbekistan. 

Iran, India, Afghanistan, Mongolia, 
and Pakistan hold observer status at the 
organization.

This was the first visit to Kazakhstan 
of President Rouhani since he took office 
in August 2013.

Kazakhstan

Speaking at a news conference (Sept. 
9) with Kazakh President Nursultan Naz-
arbayev in the Kazakh capital, Rouhani 
said the visit showed Tehran’s strong re-
solve to expand relations with Astana.

He said Iran and Kazakhstan were 
determined to broaden bilateral ties on 
various fields, particularly in the econom-
ic sphere.

Nazarbayev, in turn, described Iran 
as a reliable partner in the Caspian Sea 
region and said the two countries must 
work to increase their trade exchanges, 
which have witnessed a decline over the 
past years.

The Kazakh president emphasized 
the significance of Rouhani’s visit, adding 
that the trip would have a positive impact 
on the future of Tehran-Astana relations.

L a n d m a r k
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da-2 hydropower plant via videoconfer-
ence in the Tajik capital city.

“We are delighted to announce that 
one of the engineering efforts is bearing 
fruit in this country, and a hydropower 
plant is being inaugurated,” Rouhani said 
at the ceremony. 

“However, this inauguration does 
not mean that this is the end of the road, 
but it means the start of cooperation be-
tween the two countries in different eco-
nomic sectors,” he added.

The construction of the plant, which 
is expected to generate 1 billion kilo-
watts/hour of electricity a year, started 
in March 2007. Iran has invested $180 
million dollars in the plant which will be 
fully handed over to Tajikistan after being 
used by Iran for 12.5 years.

The first unit of Sangtuda-2, built 
over the Vakhsh River, south of Dushan-

be, was launched in 2011 by former Ira-
nian president, Mahmoud Ahmadinejad.

Iran and Tajikistan also signed nine 
agreements on economic and cultural 
cooperation and joint campaign against 
drug trafficking (Sept 10).

SCO Address

In his address at the SCO summit in 
Dushanbe (Sept. 12), Rouhani called on 
the member states of the Shanghai Co-
operation Organization to take collective 
measures to counter the West’s sanctions.  

The West has turned the sanctions 
into a “destructive weapon” and is us-
ing them as a “tool”, which can be used 
against any member of the international 
community, including members of the 
SCO, Rouhani cautioned. 

“The Islamic Republic of Iran be-

lieves that campaign against sanctions 
should be adopted as one of the poli-
cies of the organization and its members 
and relations between the member states 
should be regulated free from cruel pres-
sures imposed by sanctions,” he said.    

Elsewhere, Rouhani pointed to the 
UN resolution which was adopted last 
year based on his ‘World Against Vio-
lence and Extremism’ (WAVE) proposal 
and said the world is gaining a deeper 
understanding of the “evil phenomenon”.  

He said the SCO member states are 
more or less faced with the dangers posed 
by extremism and terrorism, so they should 
work together to combat these issues.  

Thoughtful planning, bilateral and 
multilateral cooperation, political inter-
action, exchange of intelligence, efforts 
to combat poverty, and support by heads 
of state of member states are required to 
prevent the spread of terrorism and ex-
tremism, he noted.  

Since the onset of the new wave of 
crisis in the region, Iran has been insist-
ing that the repercussions of support for 

terrorism and extremism will eventually 
engulf the region, but some regional and 
international players provided extremist 
groups with financial, military, and intel-
ligence assistance, he regretted.

“Today’s crisis in Iraq is the evil 
legacy of the expansionist powers’ past 
performance,” he said.

“The epicenter of the crisis in the 
region” has become a center which 
attracts extremist and terrorist groups, 
he said, adding consensus, serious will, 
and collective regional and international 
measures are required to help resolve the 
crisis.

If the crisis is not properly addressed, 
it has the potential to present threats to the 
whole region and other parts of the world, 
Rouhani warned in conclusion. 

  
Meetings with Counterparts

Iran-China Strategic Ties

Chinese President Xi Jinping in his 
meeting with Rouhani said Beijing is 

seeking to establish strategic ties with 
Iran. He highlighted Iran’s unique role in 
regional and international developments 
and said, “China is enthusiastic to estab-
lish strategic ties with Iran.” He also said 
he will pay a visit to Iran next year.

The Iranian president hailed the 
“strong” relations between Tehran and 
Beijing, saying Iran and China must pur-
sue the implementation of their previous 
agreements.

During the talks, the two sides also 
exchanged views on major issues of re-
gional and international significance.

Putin Happy with Ties

President Rouhani also met with 
Russian President Vladimir Putin. The 
two sides discussed the latest regional 
and international developments as well 
as issues of mutual concern. Putin said 
relations between the two states are con-
stantly improving, adding that besides the 
completed joint projects, there are still 
plans to be agreed on and implemented. 

The ongoing nuclear talks between 
Iran and the major powers (P5+1) were 
also discussed in the meeting and the 
two presidents expressed support for ef-
forts aimed at clinching a comprehensive 
deal to resolve the dispute over Tehran’s 
nuclear program.

The Iranian president stated that Iran 
and Russia have had good cooperation in 
the fields of science and technology and 
the process should be reinforced through 
further enhancement of relations in engi-
neering and commercial fields as well as 
export of agricultural products.

Rouhani also called for the facilita-

Iran and Kazakhstan 
were determined to 
broaden bilateral 

ties on various fields, 
particularly in the 
economic sphere.

L a n d m a r k
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tion of commercial exchanges between 
the private sectors of Iran and Russia, 
urging the Russian side to provide more 
facilities to Iranian investors.  

President Putin, for his part, ex-
pressed satisfaction over the growing 
relations between the two neighbors and 
noted that Moscow will form a commit-
tee to follow up on the agreements previ-
ously reached with Tehran.

He also pointed to some instances of 
Tehran-Moscow cooperation in informa-
tion technology and modern sciences and 
underlined the need to continue bilateral 
ties in the energy sector and promote cul-
tural and social interactions.

Stability in Afghanistan

In another meeting with Afghan 
President Hamid Karzai, Rouhani 
stressed the need for promoting stabil-
ity and security in Afghanistan through 
cooperation of all political groups. “The 
will and determination of the Afghan 
people is the key to development of their 
country, and Iran does its best to help the 
process,” he said.

Karzai, on his part, briefed Rouhani 
on the developments which have oc-
curred after the presidential elections in 
Afghanistan in April.

The two sides also discussed the role 
of some regional states and world powers 
on the future of Afghanistan. 

President Rouhani underlined the 
importance of the presence of all Afghan 
political parties in the country’s march to-
wards democracy.

said Tehran and Tashkent should tap into 
their “numerous economic potentials” in 
an effort to broaden bilateral ties.

Rouhani added that Uzbekistan, as 
a friendly country, enjoys a significant 
position in Iran’s foreign policy, and the 
ground should be prepared for the expan-
sion of bilateral cooperation in line with 
the interests of both countries.

The Iranian president further high-
lighted the Islamic Republic’s geostrate-
gic position in the region and described 
the country as a safe route for transit of 
goods to regional states, including Uz-
bekistan.

Karimov, in turn, expressed his 
country’s preparedness to strengthen eco-
nomic relations with Iran and welcomed 
an invitation by Rouhani to pay an offi-
cial visit to Tehran.

The Uzbek leader also proposed 
the formation of a joint committee to 
pursue the implementation of previous 

Iran and Tajikistan also 
signed nine agreements 

on economic and cultural 
cooperation and joint 

campaign against drug 
trafficking.

The Iranian president pointed to sta-
tus quo of Iran-Afghanistan relations, and 
said, “Iran is ready to develop all-out ties 
with Afghanistan and help the country in 
all areas.”

Iran is one of the most important 
donors to Afghanistan, which has kept its 
promises to help to the reconstruction of 
the war-ravaged country.

Iran has built several roads, power 
transmission lines, border stations and 
many other infrastructure projects to bet-
ter link the two nations.

Iran has also contributed more than 
$50mln annually to Afghan anti-narcotics 
efforts during the last five years.

Turkmenistan Ties

Rouhani also met with his Turkmen 
counterpart Gurbanguly Berdimuhame-
dow and discussed the ways to further 
expand Tehran-Ashgabat relations.

 “Iran and Turkmenistan are two 
brotherly and neighborly countries with 
common (cultural) roots and it is neces-
sary for them to take measures to utilize 
untapped potentials in both countries,” 
Rouhani said.    

Referring to the railroad project to 
connect Iran, Turkmenistan, and Kazakh-
stan, the president said Iran is a safe route 
for transit of goods from Central Asia to 
the south and the Persian Gulf.

Rouhani also said Iran was ready to 
offer help to Turkmenistan to develop its 
infrastructure. 

Iran is also ready to provide the 
Central Asian country with required com-

modities and products, Rouhani said.
He called for the presence of Iranian 

entrepreneurs and investors in Turkmeni-
stan’s energy, development and transpor-
tation sectors.

Rouhani also called for the devel-
opment of cultural, scientific and tour-
ism ties between the two neighboring 
countries.

Berdimuhamedow, for his part, 
highlighted Iran’s key status on regional 
and international scenes and welcomed 
further enhancement of ties between Teh-
ran and Ashgabat to the highest level.

Iran, Uzbekistan: Closer Ties

Iran and Uzbekistan emphasized 
their determination to promote Tehran-
Tashkent relations in different areas, es-
pecially in various economic sectors.

In his meeting with the Uzbek Presi-
dent, Islam Karimov, President Rouhani 

agreements reached between Tehran and 
Tashkent.

Indian PM Invited

President Rouhani invited Indian 
Prime Minister Narendra Modi to travel 
to Iran for talks on the expansion of bi-
lateral ties.

Rouhani’s invitation was announced 
during his meeting with Indian Foreign 
Minister Sushma Swaraj on the sidelines 

of the SCO summit.
 “We hope to see a new chapter in 

relations between the two countries,” 
Rouhani said.

He said that Iran and India enjoy 
common historical and cultural roots, 
describing the two countries as “reliable 
partners.”

Recalling cooperation between Teh-
ran and New Delhi in the energy sector, 
Rouhani said that many countries are 
keen to invest in Iran. He, however, un-
derlined that the Islamic Republic’s prior-
ity is to develop ties with regional coun-
tries, including India, which he said is a 
powerful regional partner for Iran.

India is among the top buyers of 
Iran’s crude.

The Indian foreign minister, for his 
part, said Iran is a reliable partner for In-
dia as well as one of the main suppliers of 
energy for his country.

SCO Secretary General

President Rouhani also met with 
Dmitry Fyodorovich Mezentsev, the sec-
retary general of the Shanghai Coopera-
tion Organisation (SCO).

During the meeting (Sept. 11), the 
two sides discussed regional and interna-
tional issues.

The Iranian president termed terror-
ism and extremism a pressing problem 
for the world and the region, saying, “All 
countries should unite and join forces for 
a collective fight against extremism and 
terrorism.”

The head of the SCO also confirmed 
the necessity of fighting terrorism and 
maintaining peace and stability in the 
region.

Describing president Rouhani’s 
views on fighting terrorism “highly 
significant,” Mezentsev said, “We also 
believe in a collective and continuous 
fight against terrorism and extremism.” 

SCO Seeks Enhanced Ties

Upon his return home, Rouhani said 
SCO member states seek to strengthen 
all-out relations with Iran.

“Today, all regional countries and 
members of the Shanghai [Cooperation] 
Organization (SCO) are interested in 
more and better relations with Iran in all 
fields, including economic ties,” Presi-
dent Rouhani told reporters in Tehran 
(Sept. 12).  

L a n d m a r k
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President Hassan Rouhani has said 
the Caspian Sea should be the 
“center for development and pros-

perity” and a “symbol of peace and se-
curity and cooperation between nations.”

He made the remarks in his speech 
at the 4th summit of the Caspian Sea lit-
toral states in the southern Russian city of 
Astrakhan (Sept. 29).

Rouhani said, “In order to guarantee 
free navigation, this unique body of water 
should be preserved and be accessible to 
all” neighboring states.

Iran, Russia, Kazakhstan, Azerbai-
jan, and Turkmenistan are the five littoral 
states of the resource-rich Caspian Sea.

The president further called for “col-
lective action and investment” by the lit-

toral states in order to guarantee their 
joint interests in the Caspian Sea.

“For such a goal to be realized it is 
necessary that we define our common in-
terests and step forward toward develop-
ment and progress,” he added.

Rouhani further said the only way to 
achieve peace and stability and sustain-
able development in the region is to pay 
attention to the long-term interests of all 
the littoral states and reach a consensus 
on the issues concerning the sea.

“The legal regime of the Caspian 
Sea should be drawn up in such a manner 
that the future generations would praise 
the planners and signatories of such 
agreements.”

He added the militarization of the 

region should be avoided. “We shouldn’t 
allow the security of the Sea and its coasts 
depend on variables other than the collec-
tive and common interests of the littoral 
states and the welfare, health and tran-
quility of its people be affected by these 
variables,” Rouhani said.

Joint Statement Signed
The heads of the five Caspian Sea 

littoral states agreed on a joint statement 
to outline future agreements on coopera-
tion in the region.

Commenting on the joint statement, 
Russian President Vladimir Putin said, 
“Most importantly, we have agreed on a 
political statement that for the first time 
lays down basic principles of five-party 

A Symbol of Peace, 
Security and Cooperation

Caspian Sea
cooperation in the Caspian region. These 
agreements are in long-term interests of 
all sides.”

“We appreciate our partners’ readi-
ness to search for necessary and mutually 
acceptable compromises,” he said.

Putin was hopeful that the Caspian 
states would adopt a convention on the 
legal status of the sea at the next summit 
in Kazakhstan in 2015.

A communiqué and a package of 
documents were also signed during the 
summit.

During the ceremony to sign the 
documents of the summit, Rouhani said 

has been a major challenge since the col-
lapse of the former Soviet Union (USSR) 
and the emergence of newly independent 
states in 1991.

Since then no new multilateral docu-
ment has been signed on that issue. The 
only available treaties date back to the 
1920s and 1940s that were signed be-
tween Iran and the former Soviet Union.  

The Caspian Sea’s large fish resourc-
es and oil and gas deposits have made it a 
subject of territorial talks among the five 
states.

On September 26, the Caspian Sea 
states agreed to prevent the military 
presence of non-regional countries in the 
region.

Railroad around the Caspian Sea
Russia believes the project to cre-

ate a railroad ring around the Caspian is 
promising.

“The task is to connect the key 
Caspian ports, which will substantially 
reduce the time and cost of cargo trans-
portation, which means it will increase 
the competitiveness of our economies,” 
Putin said.

Priority in the sphere is given to 
the North-South Transport Corridor that 
will make it possible to link Western and 
Northwestern Europe with South Asian 
countries via Russia, the Caspian basin 
and Iran, he said.

“All five Caspian countries are in-
volved in the project; its implementation 
will make it possible to half transporta-
tion distances compared to the existing 
route,” Putin said.

“Another idea is to create a railroad 
ring around the Caspian,” Putin said.

“By the yearend, there are plans to 
complete construction of the ‘Oriental 
semi-ring between Kazakhstan, Turk-
menistan and Iran, this work is nearly 
completed; in 2016, work on the ‘West-
ern semi-ring Azerbaijan-Iran’ will be 
completed,” he said.

The Russian leader said such multi-
partner projects demand constant organi-
zational support.

“So we agreed with partners to think 
of creating a five-party structure that 
would address relevant issues,” he said.

The first Caspian summit was held 
in Ashgabat in 2002; the second one was 
held in Tehran five years later, and the 
third one in Baku in November 2010. 
After Astrakhan, it will be the turn of 
Kazakhstan to host the summit. 

the fact that in one day four joint docu-
ments were signed by the littoral states 
shows the countries’ will to cooperate on 
Caspian issues.

The parties signed an agreement on 
cooperation in hydrometeorology of the 
Caspian Sea. Another agreement on co-
operation on early warning and emergen-
cy relief systems in the sea and an agree-
ment on the preservation and rational use 
of water biological resources in the sea 
were concluded.

Agreeing on a definition of a legal 
regime for the land-locked sea which 
can receive the approval of all parties 

L a n d m a r k
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Iran Looking for 
Russian Markets

Russia and Iran, both targeted by 
international sanctions squeezing 
their economies, set the stage for 

a strategic partnership aimed at vastly ex-
panding trade and investment. 

The two countries signed a number 
of protocols (Sept 10) intended to in-
crease bilateral trade tenfold in the next 
two years from the current figure of $1.5 
billion (1.2 billion euros). 

At the same time, Russian Energy 
Minister Alexander Novak said the two 
countries would also pursue investment 
projects worth 70 billion euros. 

Iranian Oil Minister Bijan Zan-
ganeh, who had welcomed a sizeable 
Russian delegation a day earlier, said 
"there is no restriction on developing 
trade relations" between the two sides. 

Iran has long been under an array of 

over its perceived support for separatists 
in Ukraine. 

Consequently, both countries are 
looking for new economic partnerships. 
One example is food. 

"Before the sanctions, we import-
ed certain products from the European 
Union, and now we can import them 
from Iran," Novak said. 

Under one deal, Iran will buy 10 
million tons of wheat, while exporting 
dairy products, fruit and vegetables to 
Russia. 

Tehran also aims to triple from $600 
million its sales to Russia of chicken, 
meat and eggs, as well as shrimp. 

But the two sides denied they had 
agreed to barter oil for food, after Rus-
sian media reported that talks were un-
derway for Moscow to import 70,000 

"Before the sanctions, 
we imported certain 
products from the 

European Union, and 
now we can import them 
from Iran," Novak said. 

EU, US and UN sanctions over its dis-
puted nuclear energy program. 

Western powers suspect Tehran has 
sought to develop nuclear weapons, a 
claim it strongly denies, and negotiations 
are now underway to reach a deal accept-
able to both sides. 

Russia, meanwhile, has recently 
been slapped with EU and US sanctions 

E n e r g y  M a r k e t

By: Ahmad Farhadi, Economic Expert

Sometimes looking at figures and 
numbers can be effective especial-
ly if those figures and numbers are 

regulated and prepared for comparison. It 
has been for a long time that I have been 
thinking about the weight of countries 
in world economy. How can very small 
countries play very great roles in the 
world economic arena? 

Experts opine that countries like the 
Netherlands, Denmark, Belgium, Lux-
emburg and many other developed states, 
which export their agricultural, livestock 
and industrial products to various parts 
of the world including Iran, enjoy natural 
and economic capacities similar to those 
of Iran’s Caspian Sea Province of Mazan-
daran. This is while these countries have 
populations several times bigger than that 
of Mazandaran with higher welfare facili-

Despite Equal Area

Why Mazandaran 
Did Not Become 

Like Netherlands?

The Netherlands has 
an area of 41,000 sq. 

km, smaller than many 
provinces in Iran. 

However, if we want 
to draw a comparison 
between the two based 

on geographical ecology, 
the area occupied by 

the Netherlands is equal 
to that of two Caspian 

provinces of Mazandaran 
and Golestan.

G l o b a l  E c o n o m y

41,000 sq. km, smaller than many prov-
inces in Iran. However, if we want to 
draw a comparison between the two 
based on geographical ecology, the area 
occupied by the Netherlands is equal to 
that of two Caspian provinces of Mazan-
daran and Golestan. Although the green-
ness of these two provinces are similar to 

that of the Netherlands but they are total-
ly unmatched in terms production volume 
and their weight in world economy.

The Netherlands, which was con-
sidered one of the world’s biggest colo-
nialists, is famous for culturing the most 
beautiful flowers in the world, for the 

ties and per capita income. But Mazanda-
ran with all its ecological and economic 
attractions is incapable of providing for 
the living of at least its three million ac-
tive and energetic dwellers. The situation 
in Mazandaran is in a way that the weight 
of problems and predicaments which are 
the result of incompetence of managerial 
policies surpass that of production. No 
one in Mazandaran, who has a job to do, 
whether farmers, livestock breeders, fish-
ermen or hotel-owners, bazaar tradesmen 
or government employees are happy with 
their economic condition.

The Netherlands has an area of Continued on Page  91
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barrels per day of Iranian crude at a pref-
erential price in exchange for agricultural 
products. 

Iran is rich in oil, but has long 
sought to diversify its energy sources, 
and its drive for nuclear power has com-
plicated relations with the West. 

Tehran is now negotiating with Ger-
many and the five permanent UN Secu-
rity Council members, among which is 
Russia, to reach a final deal on its nuclear 
program.

Iran and Russia also agreed to use 
national currencies in bilateral trade.

The agreement was made during 
talks between Zanganeh and Novak in 
Tehran.

Iran’s International Petrochemical 
Company and Russian Gas Stroll also 
signed an MoU on construction of Hor-
muz Chemical Fertilizer Plant in Iran.

The MoUs were signed at the end 
of the 11th round of Iran-Russia Trade 
Cooperation Commission meet held in 
Tehran.

Russia's closest ally Iran plans to 
take advantage of Moscow's ban on food 
imports from the European Union, Unit-
ed States, Norway, Canada and Australia.

Iran is determined to take Europe's 
place in Russian food market. Iran's 
Trade Promotion Organization Deputy 
Director Mir-Aboutaleb Badri recently 
said Iranian merchants are seeking to 
boost export of fruits and vegetables, fish 
and poultry to Russia.

Iran can export some food items to 
Russia including fruits and vegetables 
and Tehran can compete with other coun-
tries in the Russian market.

Chairman of Iran's Chamber of 
Commerce, Gholamhossein Shafei re-
cently said the Russian market welcomes 
Iranian citrus fruits, kiwi, pomegranate, 
and grape, as no Central Asian country 
raises citrus fruits. He also added that Iran 
has established a special working group 
aimed at finding new markets in Russia 
and boost food exports to the country.

Observers maintain that Iran can ef-
fectively compete in the Russian market 
for three reasons. The first, some items 
that Iran produces are of high quality. 
Second, Iran can transport its products 
to Russia via Caspian Sea and thus have 
a lower transportation cost. Finally, the 
recent drop in the value of the Iranian 
currency (the rial) against the dollar and 
other currencies has made the prices of 
Iranian products more competitive in in-

ternational markets.
Russia and Iran have successfully 

laid the groundwork for a “strategic part-
nership aimed at vastly expanding trade 
and investment,” with observers describ-
ing the maneuver as a way for the Irani-
ans to dodge Western sanctions pressure.

According to a Western diplomat in 

Tehran, the new partnership with Russia, 
with whom there is a history of compli-
cated relations, would be “an insurance 
policy against a pessimistic scenario on 
the outcome of [nuclear] negotiations.”

An observer said: “This is Plan B 
for Iran if the negotiations fail.”

Rumors of a sanctions-busting en-
ergy deal between Iran and Russia had 
started to coalesce last March, when 
news of a potential $20 billion oil deal 
began to emerge. 

The New York Times at the same 
time described the Russian-Iranian 
moves as aimed at “subverting the West-
ern sanctions on its contentious nuclear 
energy program.”   

Under one deal, Iran will 
buy 10 million tons of 
wheat, while exporting 

dairy products, fruit and 
vegetables to Russia. 

E n e r g y  M a r k e t IMIDRO Exclusive

IMIDRO 
in the Course to Development & Progress

Dr. Mehdi Karbasian, IMIDRO Chief

Iranian Mines and Mining Industries 
Development and Renovation Or-
ganization (IMIDRO) as one of the 
three developmental organizations 

in Iran, was established with an aim of 
preparing the ground for development of 
mining and mineral industries. 

At the beginning of its creation in 
2002 the organization could provide con-
ditions for the growth of sectors such as 
aluminum, steel, copper, iron ore, coal, 
gold, lead and zinc. In fact, the wheel 
of steering the complex in early 2000s 
was handed to skilled managers who 
had already worked on projects such 
as Mobarakeh Steel, Khuzestan Steel, 
Sarcheshmeh Copper, etc. It seemed that 
continuation of the course for boosting 
this sector of the non-oil economy was 
bright and promising. 

But in the middle of the last decade 
and following changes made in the 
macro management and decision making 
process in the country conditions were 
changed to such an extent that in the 
course of five years IMIDRO witnessed 
the appointment and dismissal of six 
chairmen. Meanwhile, the organization’s 
chart changed three times none of which 
was consistent with organizational 
strategies. 

As a result, a former formidable or-
ganization in development, with a high 
level of cooperation with domestic and 
foreign private sectors turned into a stag-
nant organization with weak financial 
strength. Meanwhile, many promises 
were given for the development of dif-
ferent parts of the country. One outcome 
of these promises was definition of eco-
nomic projects in the light of political and 
emotional outlooks. In every city estab-
lishment of a steel factory was promised 
without mentioning an economic plan to 
supply primary needs such as water, elec-
tricity, gas and raw materials and even 
taking into account the financial aspects.

Meanwhile, under conditions that 
IMIDRO was expected to transfer proj-
ects implemented with the partnership 

of the private sector after their launch, 
suddenly and under the outlook imposed 
concerning privatization and Article 44 
of the Constitution, sources of income of 
this large organization were weakened by 
ceding shares of the companies under its 
coverage to unspecialized sectors. This is 
while one of the basic principles of these 
transfers was to meet demands of new 
projects with an aim of initiating devel-
opment in mines and mineral industry. In 
this way and in the course of a few years 
over 21.5 billion tomans of the shares 
of IMIDRO companies were transferred 
under the cover of privatization and in 
return resources obtained through those 

transfers were directed elsewhere. 
The most obvious impact of these 

factors was blocking the progress of the 
projects, lack of credit, lack of integrated 
management, and delayed payment of 
the contractors. This in turn resulted in 
a drop in the growth of this sector under 
circumstances that each of these sectors 
like steel, aluminum, copper, coal, etc., 
adhered to the complex’s technical and fi-
nancial factors within the organization, in 
provinces and in the government institu-
tion and they had to be addressed. Under 
these circumstances many parliamentar-
ians, experts, journalists, etc., had ques-
tions in this regard and expected convinc-
ing answers. 

Milestone: Fortunately, with the coming 
to power of the 11th government and due to 
changes in the outlooks and taking ratio-
nal macro decisions, conditions changed 
gradually. Meanwhile, by delegating the 
responsibility of leading this organization 
to me, projects were formulated and im-
plemented to bring the organization out 
of the prevailing condition. Consultations 
and exchange of views with heads of as-
sociations, private companies, investors 
and experienced managers in this sector 
were parts of the measures taken in IM-
IDRO in September 2013. 

The most urgent issue ahead of 
IMIDRO was to update and implement 
the strategy and reform of the 
organizational structure. Therefore, with 
the help of a veteran academic team 
and in compliance with the wishes of 
the Supreme Leader and the President, 
policies of the ‘resistant economy’ and 
plans of the Industry, Mines and Trade 
Ministry, renovation of the organizational 
strategy began. After months of research 
and review, the plan was approved in 
the presence of the Minister of Industry, 
Mines and Trade in the calendar month 
of Khordad (June) this year.

Under these conditions, removing 
the barriers in the way of development of 
this sector was considered one of the prac-

The ‘seven steel projects’ 
is one of the most 

important projects on 
the agenda of IMIDRO. 

Totally, for the opening of 
the LCs for these projects 

China has allocated a 
sum of $1.8 billion. 
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tical measures to be taken by IMIDRO. 
In other words, the new management as-
sumed office at a time that IMIDRO’s fi-
nancial and human assets had been weak-
ened due to unprincipled transfers. Parent 
companies that are pillars of development 
of mines and mineral industries had been 
put in the list of transfers! 

National Steel Company, Iran Miner-
als Production and Supply Company, and 
Mineral Investment Insurance Fund (one 
of the duties of which is to pay subsidies 
to the mining sector) were in the list.

Such a measure, although seems 
necessary and even vital, not only took 
a lot of time of the managers of the or-
ganization but even involved the main 
structure of the government in order to 
bring the derailed train back on its track. 
Fortunately, this important task was real-
ized in the second half of the last calendar 
year and the separated pillars of IMIDRO 
were put back together.

On the other hand, one of the main 
priorities of the organization was to put 
into motion some projects which had 
been delayed between 4 and 12 years. 
The number of these projects was about 
30 which had to become active under 

conditions that financial resources even 
for running IMIDRO itself was close to 
nil. Under such conditions, financing was 
maintained through different domestic 
resources, holding negotiations with 37 
foreign companies (mainly top European 
and Asian companies) and formulating 
plans for simultaneous execution of proj-
ects with the help of managers and ex-
perts in this field. 

Projects Activated: The ‘seven steel 
projects’ is one of the most important 
projects on the agenda of IMIDRO. To 
this end, negotiations with the Chinese 

partners for financing the projects finally 
resulted in activating of the LCs for five 
projects: Sepid Dasht, Qaenat, Mianeh, 
Shadegan and Neyriz. For the other two 
projects of Baft and Sabzevar, LCs are 
expected to be opened soon. Totally, for 
the opening of the LCs for these projects 
China has allocated a sum of $1.8 billion. 

Meanwhile, another measure which 
was taken in the past six months for eas-
ing the financial burden of the organiza-
tion and accelerating the progress of these 
projects was transfer of 65% of provincial 
steel projects to such an extent that com-
panies specialized in steel industry as 
well as large investment companies re-
ceived the  shares of these projects. 

Due to bypassing bureaucratic for-
malities, this privilege paved the way for 
the projects to take advantage of the Na-
tional Development Fund. In addition, in 
the aluminum sector grounds have been 
prepared to open an LC for the largest 300 
thousand ton project for production of 
this strategic metal in Iran. Other projects 
such as Gol Gohar 5 and 6 mass mines 
(separately), two coal projects in Tabas, 
extraction of magnesium from salty wa-
ters of Qom, Khomrud coal package and 

Zarand coke production no more face the 
financing challenge because investors 
from the private sector have entered the 
scene.

In the meantime, the graphite elec-
trode contract which enjoys a special 
place in the steel industry reached the op-
eration stage after about 12 years. Mah-
diabad zinc mine (near Yazd) which was 
idle for long years was activated. Mahdi-
abad is well known as one of the world’s 
largest zinc mines. 

Also, Venezuela cement, develop-
ment of the Persian Gulf Special Zone 
platform, Sangan concentrates and pellet-
izing, titanium pilot and processing unit, 
antimony, Khuzestan green coke, Tabas 
Project No. 4, Savadkuh coke production 
and coal washing, Kordabad coal, Nama 
500-megawatt power plant, Oxin power 
plant and two infrastructural projects in 
energy-consuming special zones known 
as Bar and Shurabe Tarud are among 
other projects which have been activated 
since last fall. Iranian Mines and Mining 

Industries Development and Renovation 
Organization funded 700 billion rials for 
activating of these 30 projects in the sec-
ond half of the past calendar year. 

The two points that need to be ac-
knowledged here are: in the first instance, 
the projects were activated in less than 
one year under collective wisdom and 
management and the presence of inves-
tors rather than by rejecting the debs. 
This is tantamount to realization of the 
main goals of the country’s macro poli-
cies in transferring the affairs to the pri-
vate sector and with regard to ‘resistant 

economy.’ Secondly, in the course of 
diversification of financing resources, 
the organization was able to attract com-
panies for investment in this field which 
were earlier absent. For example, for the 
implementation of $1 billion worth San-
gan concentrates and pelletizing project 
29 investment groups entered the scene of 
rivalry which, according to the managers 
of the companies, had been attracted to 
the mining sector for the first time. This 
is indicative of the projection of this part 
of the economy’s attractions for profit-
making and its common interests for the 
investors: Attractions that seem to have 
been neglected in recent years and this 
is a point that was raised during negotia-
tions with foreign companies.

Unfortunately, with the escalation of 
the economic sanctions imposed on the 
Iranian economy, little information was 
disseminated about potentials existing in 
the mining sector and many foreign com-
panies mentioned this gap. But with the 
windows opened in the macro policies of 

Sangan in Khorasan 
Razavi Province was 

the first destination of 
the new exploration 

program; a place which 
is known as the Eastern 
Assalouyeh in the field 

of iron ore.



IRAN INTERNATIONAL, October 2014, No. 72IRAN INTERNATIONAL, October 2014, No. 7224 25

IMIDRO Exclusive

the country under the 11th government, 
large European, Indian and Chinese com-
panies were encouraged to cooperate in 
this sector. In fact, existence of rich min-
eral resources, abundant energy, access to 
open seas, neighborhood with 14 coun-
tries and skilled and inexpensive work-
force are indicators that have not been 
ignored by the experts.

Development of Infrastructures: Ira-
nian Mines and Mining Industries De-
velopment and Renovation Organization 
by taking advantage of these indicators, 
while reducing the financial costs, imple-
mented projects for the development of 
energy-consuming industries zones in the 
south of the country and by defining and 
launching new development projects em-
barked on their expansion. 

At present, Parsian energy-
consuming industries zone in Hormuzgan 
Province and Lamerd in south of Fars 
Province which have been activated 
recently, are engaged in implementing 
infrastructures for the establishment 
of industries such as aluminum, steel, 
cement and petrochemicals. 

These areas because of their prox-
imity to Assalouyeh, the gas capital of 
Iran and the world, enjoy proper condi-
tions for the import of raw materials as 
well as for exports. Also, in line with the 
new government’s plans and IMIDRO’s 
programs for production of competitive 
and export-oriented goods, parts of the 
energy-consuming industries would be 
established in Chabahar in Sistan-Bal-
uchestan Province. Already partners of a 
three to five million ton steel project have 
been formed in Chabahar and works have 
been directed in the executive direction. 
Meanwhile, with the partnership of Indi-
an and Kuwaiti investors two major steel 
projects with a total capacity of more than 
five million tons will go on stream in the 
Persian Gulf Special Mineral Industry 
Zone (Bandar Abbas). 

This outlook in fact not only entails 
production growth but development of 
employment, using skilled and educated 
workforce, balancing development, in-
creasing per capita income and, develop-
ment of non-oil exports while gas energy 
will enter into the industry domain and 
generate high added value.

In fact activating of projects in the 
field of mines and mineral industry is 
promising dynamism of this sector of 
economy for domestic and foreign inves-

tors. It is considered a factor for encour-
aging investors. Currently, foreign inves-
tors are negotiating with IMIDRO every 
week in order to find a foothold in these 
projects. 

However, one cannot ignore the 
obstacle that has already been thrown 
on the path of foreign cooperation; an 
obstacle which due to banking sanctions 
has irritated the investors. Nevertheless, 
foreign companies have maintained their 
cooperation in various forms but in the 
field of investment they have been able to 
make the preliminary arrangements and 
are waiting for the sanctions to be lifted. 

  
Attraction of Domestic Investments:  
Under these circumstances, IMIDRO 
has focused on taking advantage of the 
financial potentials of the private sector, 
investment firms and domestic holdings. 
In addition, attraction of the capitals of 
Iranians residing abroad is considered 
to be another part of the organization’s 
programs. 

Meanwhile, since the beginning of 
the last fall up to now measures have 

been taken for the receipt of the arrears of 
the organization with regard to the trans-
fers and beneficial interests of mines ex-
traction and mines production in order to 
maintain resources for commissioning of 
the projects. Although the sums were not 
consistent with the financial needs of the 
organization but could meet part of the 
demands.
On the other hand, reference should be 
made to a point that has paved the way 
for financial challenges of IMIDRO in 
execution of the projects. The organization 
has more than 30 priority projects under 
implementation and the required amount 
for their operation is over 240 thousand 
billion rials. To overcome the financial 
bottleneck of these projects, the issue of 
using the financial capability of domestic 
companies was pursued which proved to 
be fruitful. In less than a year the fate of 
85% of the figure was decided through 
private sector partnership. Thus the 
financial load of IMIDRO in this respect 
was cut to 37,000 billion rials, which 
entails speedy execution and acceleration 
of the progress of the projects. This 

known as the Eastern Assalouyeh in the 
field of iron ore. Exploration at this level 
covered 12 thousand square kilometers 
and gradually spread to South Khorasan 
and Sistan-Baluchestan provinces. So 
far 68 thousand square kilometers of the 
area has been brought under exploration 
activities and the figure is expected to 
reach 100 thousand square kilometers by 
the end of this year. New explorations are 
expected to cover other areas with min-
eral capabilities in addition to the eastern 
borders of the country. 
This project has been planned with an 
aim of ensuring supply of raw materials 
for the development of mines and 
mineral industries. Gaining access to the 
targets of the Vision Plan (2025) for the 
development of the country in this field 
necessitates possession of the required 
minerals for the steel, copper, aluminum, 
lead, zinc, gold, coal and even rare 
earth elements (REE). Therefore, such 
a massive program has been fulfilled in 
the field of exploration; a program which 
needs 12000 billion rials and is expected 
to explore twice as much as what was 
explored over the past 100 years. 
  
Mining Insurance Fund: On the other 
hand, targets of the mining sector can 
proceed in a balanced form at a time that 
they enjoy the required support in order 
to boost the incentives for the attraction 
of investment. One of the factors which 
strengthen the position of the Insurance 
Fund is investment in mining activities. 
In the mentioned period efforts were 
made so that the capital of the Fund in-
creased fourfold from 500 billion rials to 
2100 billion rials. Simultaneously a bud-
getary fund was allocated to this support-
ive body of the mining sector for the first 
time in the calendar year 1393 (started 
March 21, 2014). 

In the meantime, IMIDRO by sign-
ing a 3600-billion-rial memorandum of 
understanding with two major domestic 
banks (Mellat and Tejarat) decided to 
put facilities for the purchase of mining 
equipment at the disposal of mining com-
panies and contractors; facilities which 
covered 80% of the costs of the purchased 
machinery.

If we want to take a glance at the 
entire measures taken by the organization 
in less than a year, we can focus on the 
fact that IMIDRO’s total performance 
is based on the change in attitude of 
the government, including the Ministry 

One IMIDRO request 
is for the National 
Development Fund 

to allocate credits for 
development of mines and 
mineral industry projects.

achievement has been made after holding 
more than 40 meetings of the Investment 
Committee and review of all the projects 
which is the outcome of collective work 
of all managers and experts of IMIDRO. 
  
Exploration: Exploration has been one 
of the operational aspects of IMIDRO 
in the past nine months and the plan was 
quickly put into force by conducting fol-
low-ups. Cooperation with the Geology 
Organization and Minerals Directorate of 
the Ministry of Industry, Mines and Trade 
was such that a plan was devised for the 
exploration of 200 thousand square kilo-
meters of the Iranian land. It was launched 
in the early days of last winter and heated 
up the activities of the mining sector. 

Sangan in Khorasan Razavi Prov-
ince was the first destination of the new 
exploration program; a place which is 
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of Industry, Mines and Trade, and 
IMIDRO in particular. On this basis, 
the organization conducted a  review 
and evaluation of targets ahead through 
compliance with macro policies stipulated 
in Article 44 of the Constitution, the 
‘resistant economy’, strengthening the 
private sector and growth and promotion 
of the mines and mineral industries in the 
national economy. 
The most important principle in the or-
ganization was to focus on strategy with 
regard to the above-mentioned macro is-
sues. Updating exploration plans along 
with renewed formulation of the compre-
hensive steel, copper, aluminum, gold, 
lead, zinc plan and rare earth elements are 
the most prominent effects in the revision 
of the strategy. 
  
Software Domain: Other tasks that lay 
the foundation for future development and 
competitiveness of this sector are related 
to the software domain. They include the 
following: Compilation of IMIDRO’s 
Sixth Plan and updating comprehensive 
plans for steel, copper, aluminum, mag-
nesium, etc., development of new min-
eral industries and super alloys, transfer 
of coal mines extraction to private sector 
applicants, processing Jalalabad iron ore 
mines wastes, monitoring execution of 
the second phase of targeted subsidies, 
strengthening non-governmental special-
ized associations, conducting studies on 
development of coal mines and its new 
applications in the industry, and develop-
ing energy consumption standards.

Government Pays Special Attention to 
Mining Sector: With regard to the ses-
sions that have been held with the gov-
ernment, different aspects of the develop-
ment of the mines and mineral industry 
sector were outlined and the position of 
this area in the main body of the govern-
ment was made transparent; that is the 
major and minor role this sector plays in 
the economy. To this end, the government 
and the President himself are aware of 
the generalities of the effectiveness of the 
mines and mineral industry sector to such 
an extent that a special support has be-
gun for mines sector. The first vice-presi-
dent’s support for this sector has prepared 
the ground for the mines sector to come 
out of recession.

Meanwhile, IMIDRO was asked to 
submit its proposals in this regard which 
it did. These proposals were forwarded to 

the government which comprised seven 
items concerning mines and mineral in-
dustry. In addition, the Islamic Consulta-
tive Assembly (Majlis) and the speaker of 
the parliament have announced their sup-
port for the development of this sector. 

One IMIDRO request is for the 
National Development Fund to allocate 
credits for development of mines and 
mineral industry projects. These factors 
are considered prerequisites for the de-
velopment of this sector especially that 
in order to compensate for the shortcom-
ings of the recent years we should con-
centrate on economic leap. The reason 
is that targets which had been presented 
in the past 10 years for gaining access to 
Horizon 2025 were faced with obstacles 
which made achievement of those targets 
difficult.

One of the measures the Islamic 
Consultative Assembly took in this di-

rection was the approval of allocation 
of 70% of the shares from transfer of 
the stocks of the organization for opera-
tion and development of projects in this 
sector. This measure is in contrast with 
the performance of previous years when 
stocks of IMIDRO companies were uni-
laterally transferred without the return 
of their sums to the development cycle 
of the mines sector. But since the second 
half of the last year programs have been 
fulfilled with the continuation of which 
plans under implementation gradually 
entered the production cycle. 

The most important of these plans 
are provincial steel projects to such an ex-
tent that the sponge iron section of these 
projects is expected to become operation-
al by the end of the current calendar year 
(March 21, 2015). Among the projects 
underway Zarshuran gold with a produc-
tion capacity of three tons per year is con-
sidered the biggest gold bullion producer 
in the country.

One of the key issues in the progress 
of micro targets in this area is paying at-
tention to the development organizations 
in the country. The necessity of the status 
of such organizations has been proved in 
developed countries such as Japan and 
the United States. These organizations 
in fact found and pave the way for de-
velopment conditions and capabilities of 
the private sector. Now, considering the 
special outlook of the government con-
cerning this principle, a bright horizon 
has been portrayed before the mines and 
mineral industry sector for accomplishing 
its micro goals.   

Now, considering 
the special outlook 
of the government 

concerning this principle, 
a bright horizon has 

been portrayed before 
the mines and mineral 

industry sector 
for accomplishing its 

micro goals.

Iran Made Cement Plant 
in Venezuela

Venezuela’s Iran-built cement 
plant, with a capacity of 1m tons 
per year, started its pilot produc-

tion in a ceremony attended by Iranian 
Industries, Mines and Trade Minister Mo-
hammad Reza Nematzadeh, Chairman of 
Board of Directors of Iranian Mines & 
Mining Industries Development & Reno-
vation Organization (IMIDRO), Mehdi 
Karbasian, and a number of Venezuelan 
officials.

The plant was launched concurrent 
with the Eighth Iran-Venezuela Econom-
ic Commission meeting in Caracas.

The plant, which will officially go 
on stream in a near future, was estab-
lished by Ehdas Sanat Company, an IM-
IDRO affiliate.

Speaking in the ceremony, Venezu-
elan Industries Minister Wilmer Barrien-
tos thanked Iran for resuming the plant’s 
executive operations.

Nematzadeh travelled to Caracas at 
the head of a delegation to take part in the 
commission’s meeting.  Iranian and Ven-
ezuelan industry ministers signed a coop-
eration document during the visit. 

Another cooperation document was 
signed by Karbasian and Pacheco to ex-
tend the contract of Iran’s Ehdas Sanat 
Company to complete the project.

Addressing the same ceremony, 

cates the capabilities of Iranian experts.
He added that Iran has gained valu-

able experiences in implementation of 
cement projects and intends to export 
techno-engineering services to promote 
its national and regional credibility.

Venezuela has invested €273m in the 
project.

History of Cement: Archaeological dis-
coveries and research conducted on the 
ancient ruins as well as historians works 
indicate that the Romans were the first 
who found value and application of ce-
ment as a hardening material. From 2600 
BC to middle of 18th century in addition 
to clay and chalk, another adhesive mate-
rial known as burnt lime was made syn-
thetically by heating limestone called cao 
and by mixing with water was converted 
into lime bloom that in turn was convert-
ed into lime powder.    

The lime mortar mentioned above 
was used exclusively for constructing 
brick walls of temples and similar places 
but it couldn’t be used in water canals 
due to lack of hardening property so it 
couldn’t be used to make underwater 
buildings such as bridge, dam and harbor.

Centuries passed before the Romans 
made a big discovery and used material 
called puzzolan to react with lime bloom 

During construction 
phase, on average 

120 Iranian engineers 
and technicians and 

more than 800 
Venezuelan workers and 
technicians were working 

on the project.

M. Reza Nematzadeh, 
Iranian Industries, Mines and Trade Minister

Karbasian said the project is near comple-
tion and will become operational soon. 
He added that establishment of a cement 
plant in the heart of Latin America indi-
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in water and remain intact underwater. 
After the big discovery, they found ad-
vantage of mixing burnt lime and clay 
that was first step toward producing ce-
ment. The material formed by mixing 
puzzolan and burnt lime was called cae-
mente in the era that was derived from 
Greek word caeder (which meant cutting 
and breaking) and was referred to stone 
chippings. The term caemente was used 
for materials that by mixing with a sub-
stance set it hard.

The material known today as cement 
was developed by Englishman James 
Parker in 1796. The term cement in Ger-
man, English and French refers to all ma-
terials with adhesive property excluding 
bitumen and asphalt compounds used in 
construction and roads building. Portland 
cement approved as DIN 1164 standard 
in Germany for the first time in 1878.

Cement Industry in Iran: Cement im-
port to Iran was made in Qajar period for 
the first time and then, with development 
of cement industry in the world and rising 
import by companies, embassies and Ira-
nian merchants, establishment of cement 
plant appears inevitable in First Pahlavi 
era and in this regard, the first cement 
plant with production capacity of 100 
tpd was established in southeast of Teh-
ran near Bibi Shahrbanoo mountain in 
1933. Then with increasing demand for 

the product while capacity of the plant 
was increased, other plants were estab-
lished. Currently there are 77 active ce-
ment plants with overall capacity of 82 
million tonnes per year. The capacity will 
increase to 86.7 million tonnes per year 
by implementation of new projects. At 
the moment, Iran’s cement production is 
75 million tonnes per year that puts the 
country in the fourth place after China, In-
dia and United States. Turkey and Brazil 
are in fifth and sixth places with produc-
tion of 70 million tonnes and 71 million 
tonnes respectively. With inauguration 
of expansion projects and production in-
crease this Iranian year (2014-2015), Iran 
will reach to the third place in the global 
ranking. Currently United States produc-
es 77 million tonnes of cement. Iran has 
also opportunities in Iraq, Afghanistan 
and Syria rebuilding and Qatar construc-
tion projects for hosting 2022 World Cup.    

Iran entrance to cement industry’s 
techno-engineering services exports 
market: More than 50 years after estab-
lishment of first cement plant in Iran, the 
country still faced with cement shortage. 
So Iran decided to increase production to 
cut import and join exporters of the prod-
uct. Officials signed international con-
tracts for setting up one million tonnes 
cement plant. As a result about 20 cement 
plants were launched. Ehdas Sana’at 
Company, as one of the subsidiaries of 
IMIDRO, charged with the task of regu-
lating the cement industry, setting up sev-
eral plants and then transferring them to 
the private sector as well as increasing 
technical level of Iranian engineers. With 
precise planning within 20 years, Iran 
became fourth largest cement produc-
ing country in the world and was placed 
among biggest exporters. Then idea of 
exporting techno-engineering services in 
the cement industry raised by IMIDRO 
and was placed among mission of Ehdas 
Sana’at.

Syrian Hama Cement Project: Carry 
out overseas projects was a new experi-
ence that Ehdas Sana’at Company en-
tered through bidding in international 
tenders in 1998 and after an intense com-
petition and winning, signed its first con-
tract with state owned Syrian company 

"Establishment of a 
cement plant in the 

heart of Latin America 
indicates the capabilities 

of Iranian experts," 
Karbasian Said.

The topic of Shadadi mines (a drill-
ing type dating back to the time 
before Christ) is indicative of the 

fact that since distant past different parts 
of Iran were under mining operations and 
extraction. 

All professions and industries re-
lated to stones and metal works of the 
Persians in the ancient times, especially 
in the Bronze Age onward, up to the mak-
ing of delicate metal dishes including 
gold, silver and ferrous are unparalleled 
masterpieces. 

These metal artifacts have been ob-
tained from the borders of Sefid Rud in 
Gilan, Kelardasht in Mazandaran, Has-
sanlou Heights in Azarbaijan and from 
areas in Fras, Lorestan, Kerman and 
Kurdestan. 

In the ancient times and in the first 
millennium BC, Iran was among coun-
tries producing minerals and exported 
parts of its products. The metal works 
and metal extraction in the first millenni-
um BC in Europe (Greece) was in a more 
primitive stage as compared to Iran and 
altogether had not gone beyond the level 
of progress of major eastern civilizations. 
For example, simultaneously with the use 
of brass in Iran no trace of it has been dis-
covered in Greece.

Our homeland Iran: Due to having a 
heterogeneous surface and the effect of 
different geological events on its shaping, 
Iran is rich in mineral substances and al-
most enjoys the most important mineral 
substances in the world. Iran possesses 
about 68 types of mineral substances the 
diversity of which will increase in the 
course of the ongoing explorations. For 
example, copper, gold, silver, lead, zinc, 
iron, phosphate, manganese, chromite, 
barite, decorative stones, precious and 
semi-precious stone mines and red soil 
can be cited. With the addition of oil and 
gas mines as underground energy re-
sources it can be said that Iran is among 
the top 10 mineral countries of the world.  

Some of the comparative advantages 
of Iran in the mines and mining industries 
are as follows: 

 Diversity of 68 mineral substances 
with appropriate reserves  
 Appropriate energy reserves  
 Professional and skilled workforce 

with low wages compared to interna-
tional norms  
 Extensive and growing domestic 

and regional markets  
 Appropriate access to the high seas  
 Appropriate mining and mineral 

industry experience  
 Government support for develop-

ment of mines and mineral industry  
 Presence of a strong and experi-

enced private sector in the mines and 
mining industries

Presence of the above-mentioned 

advantages along one another has result-
ed in increased attraction of investment in 
the mining and mineral industry sector in 
Iran. In addition to the above-mentioned 
advantages, Iran is currently producing 
more than 15 million tons of steel, 200 
thousand tons of cathode copper, 350 
thousand tons of aluminum ingots, etc. 
parts of which are exported in the form 
of ingots. Therefore, there are very fa-
vorable conditions available for the de-
velopment of downstream industries for 
domestic consumption or for regional and 
global exports.

Investment Opportunities in Iran’s 
Mines & Mining industries: Iranian 
Mines & Mining Industries Development 
& Renovation Organization which is also 
known as IMIDRO, as a development-
specialized organization in Iran’s mines 
and mining industries sector is bound to 
develop mines and related industries up 
to the downstream products as well as en-
able activists in Iran’s mine and mining 
industries. IMIDRO, in line with increas-
ing investment in the mines and mining 
industries of Iran, has embarked on sup-
porting Iran Mines and Mining Industries 
Summit (IMIS) with an approach of de-
velopment and investment. The meeting 
is scheduled to be held on 15-16 Decem-
ber 2014 in Tehran. 

Why IMIS?: Iran Mines and Mining 
Industries Summit is a great opportunity 
in the field of investment, trade and eco-
nomic cooperation in Asia and covers all 
the relevant areas including geology, ex-
ploration, extraction, mineral processing, 
metallurgy, downstream industries, ma-
chinery and equipment, affiliated indus-
tries, support services, identification and 
presentation of investment opportunities, 
technology development, applied educa-
tion, improvement of safety conditions, 
health and environment, finance, insur-
ance and many others. 

The summit will play a critical role 

IMIDRO 
Marching towards Development

IMIDRO, in line with 
increasing investment 

in the mines and mining 
industries of Iran, has 

embarked on supporting 
Iran Mines and Mining 

Industries Summit with an 
approach of development 

and investment.
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IMIDRO Exclusive

2000 BC, Iranian plateau inhabit-
ants started to making jewels and 
ornaments with colored grains 

and marbles and by this way, showed 
their interest to decoration and orna-
ments. In Burned City (Shahr-e Sukhte), 
jewels belonging to this era have been 
found. Then in the next millennium 
that is to say 1000 BC, Iranian rich cul-
ture shaped and resulted in widespread 
evolutions of jewelry industry. Jewels 
in Iran have ancient history full of ups 
and downs. In Ancient Iran, jewels were 
used to avert a calamity and talisman of 
ill-natured gods, in addition to aesthet-
ics purposes. Also jewels were sign of 
person’s social position and nobility. 

In Iran, jewels were made mainly 
from gold, silver, bronze and type of 
colored stones and as Iranians gave a 
lot of importance to luxury and adorn-
ments, the jewels were used for adorn-
ing clothes, hair dress and vessel mak-
ing. Because of that Iranians possessed 
peculiar styles and designs in every 
historical period. Iranian plateau in-
habitants were using copper jewels and 
gold and also strings of colored marbles 
between 300 BC -1300 BC. In the first 
half of this millennium, the jewels were 
made as necklace and bracelet with 
pieces like melon seeds and hollow 

golden separators used by both men and 
women. 

In ancient city of “Susa” located in 
northwestern of Iran, the artisans were 
using the same techniques and designs 
that were used for jewelry making by 
local craftsman in Burnt City, located in 
Sistan and Baluchestan province.

Ghirshman writes in his book 
titled “Iran from the Earliest Times to 
the Islamic Conquest”: the gold mines 
around Hamadan had been exploited in 
the Maad period.

Will Durant in the first volume of 
‘’The Orient, the Cradle of Civiliza-
tion’’ quotes from G.HAUART: In the 
mountains where The Meds had chosen 
for living, they found copper, iron, gold, 
silver, marble and precious stones. It is 

quoted from Greek geographer, Strabo 
as saying that gold, silver, copper, iron, 
lead and orpiment were extracting in 
Iran, mainly from Kerman region.

In The Sassanid period between 
455 to 531 AD, the Chinese delegates 
that attended in the empire court write:  
In Ctesiphon, Capital of Sassanid Em-
pire, the natural products include gold, 
silver, coral, amber, pearls, crystals and 
vitreous objects, iron, copper, cinnabar 
and mercury.

Archaeologists believe that gold 
was used to make ornamental objects 
in The Third Millennium BC in Iran. 
Some of these objects have been dis-
covered in archeological excavations. 
And elsewhere they write: 

In Iran you can find also gold and 

silver mines that were operating in the 
past. Shah Abbas intended to exploit 
these mines but because their costs were 
much more than their revenues so he 
abandoned the idea.

Chardin mentions the gold mines 
near Tabriz and writes: it’s been a long 
time that their extraction have been 
halted as it turns out that the incomes do 
not meet the spendings.

At the Qajar period particularly 
during tenure of Amir Kabir, some 
measures were taken to exploit gold 
mines. The Muteh Gold Mine located 
near Lenjan (though Delijan is correct 
and probably author wrote the name of 
city by mistake) was exploited in this 
period.

After the Constitutionalist move-
ment in Iran, mining concession of 
Astaneh (Arak) gold mine in the Azna 
River was handed to individuals but the 
result wasn’t satisfying. Jean-Jacques 
de Morgan in his scientific mission re-
port in Iran writes: 

Gold is not naturally low in Iran 
and it is found in some rivers in Kurdis-
tan, Khorasan and Gharedagh near Aras 
River but he hasn’t written anything 
about their exploitation.

But today, about 3 tonnes of gold is 
produced annually in Iran and accord-

ing to the 20-Year Economic Perspec-
tive Document, is set to reach 5 tonnes 
per year in outlook to 2025. Realizing 
this goal is part of Prudence and Hope 
government’s plans. 

Zarshouran Gold

Long history of civilization in Tak-
ab region (Takht-e Soleyman) indicates 
that this mine is known since The Maad 
and The Sassanid periods. Moreover, 
the mining works found since then in-
cluding the use of placers and washing 
gold-bearing sands in ancient era con-
firmed this.

Zarshouran as the largest gold 
mine of Iran is located 35 km from the 
city of Takab and 15 km from cultural 
heritage and tourism complex of Takht-
e Soleyman. Exploration certificate of 

Zarshouran
The Largest Gold 

Mine of Iran

Zarshouran is located 
35 km from the city of 
Takab and 15 km from 
cultural heritage and 
tourism complex of 
Takht-e Soleyman.

IMIDRO Exclusive
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IMIDRO Exclusive

Zarshouran gold mine was awarded to 
Iranian Mines and Mining Industries 
Development and Renovation Organi-
zation (IMIDRO) after exploration op-
eration of domestic and foreign groups. 
Geographically the mine is located at 
Zarshouran village 31 km from north 
of city of Takab in geological quad 1: 
250,000 and geographical coordinates 
of latitude 36-37 degrees and longitude 
46-48 degrees. The area can be accessed 
via an asphalted road (Shaheen- Dezh-
Takab) and (Zanjan- Dandi-Takab). 
Zarshouran gold mine is located in the 
same zone that Zarshouran orpiment 
mine, about 6 km from north to north-
east of Zarshouran village, 30 km from 
northeast of Takab and 190 km from 
northwest of Zanjan, in the West Az-
arbaijan province.

Zarshouran gold has been defined 
as the largest gold production project 
of Iran. By implementation of this proj-
ect, Iran’s gold prouduction surpass 5 
tonnes a year and the country achieve its 
goal in production of the precious met-
al. Exploration activities in Zarshouran 
area were fragmented and limited be-
fore 1996, carried out by participation 
of international companies. New round 
of surveys in Zarshouran area was be-
gan in 1995 by Mineral Sport Co, South 
African company Minorco and Lumar 
Consulting. The results of surveys con-

ducted by Minorco showed that the main 
deposit zone has 800 meters length and 
true thickness slightly over 20 meters. 
These surveys confirmed existence of 
four types of ore. The continuation of 
exploration was given to Anglo-explor-
ish which evaluated ore reserves at 11.5 
million tonnes with an average grade of 
7.9 ppm and as a result existence of 88 
tonnes of pure gold in the mine. In ad-
dition, laboratory studies and pilot test-
ing of Zarshouran were conducted by 
South African company MDM. In Avril 
2008, Pars Kani Co. won the contract 
for completing exploration, mine design 
and construction of processing unit with 
a capacity of 3 tonnes of pure gold and 
27.1 tonnes of silver. The project with 
investment of 15.2 million euros and 
834 billion rials will creat employment 
to 850 people directly and indirectly. 
Zarshouran gold project was planned 

Today, about 3 tonnes of 
gold is produced annually 
in Iran and according to 

the 20-Year Economic 
Perspective Document, is 
set to reach 5 tonnes per 
year in outlook to 2025.

to open in month of Shahrivar (August 
23- September 22) after being delayed 
for six months. Finally, after nearly four 
years of working around the clock by 
all workers, contractors and all those in-
volved and also exemplary cooperation 
and empathy of this big group , the first 
piece of 24-karat gold (pilot production) 
was produced at 9 a.m. in Shahrivar 13 
(September 4, 2014) and brought great 
joy and hope in Zarshuran gold project 
camp . And IMIDRO as the develop-
ment organization and specialized in 
mine and mining industries, realized 
one of the most important objectives of 
2025 vision and in fact it went beyond.

Iran’s success in implementation 
of Zarshouran gold project increased 
motivation of workers, employees, 
engineers and executives and also en-
couraged IMIDRO to define phase 2 
of Zarshouran gold mine to expanding 
exploration and launching second pro-
duction line with capacity of 3 tonnes 
per year and in fact increasing gold pro-
duction from 3 to 6 tonnes as well as 
producing 2.5 tonnes of silver and one 
tonne of mercury per year. This project 
requires an investment of 4.5 million 
euros and 950 billion rials. IMIDRO 
intends to begin the project this Iranian 
year (2014-2015) and inaugrate it next 
year; though regional climate and heavy 
snow may linger the project. 

GOC to build a cement plant with one 
million tonnes capacity at cost of 196 
million dollars in city of Hama in 2000. 
The implementation phase of the proj-
ect began in 2003 and in the end of 2007 
the project came on stream successfully.

Venezuela Cement Project: Increased 
self confidence, work experience in 
international arena and work in line 
with international standards were only 
a numbers of outcomes of Hama Ce-
ment project in Syria for Ehdas Sana’at. 
So with decision of IMIDRO, Ehdas 
Sana’at encouraged to bid in interna-
tional tenders and made a contract with 
Venezuela worth 194 million dollars for 
36 months. Cerro Azul Cement plant 
is based in El Pinto, Monagas state in 
north east of Venezuela. According to 
Venezuelan sources, the government in-
vested 395 million dollars in Cerro Azul 
project. During construction phase, on 
average 120 Iranian engineers and tech-
nicians and more than 800 Venezuelan 
workers and technicians were working 
on the project.

Venezuela needs high volume of 
cement due to the vast development plan 
and national home building projects and 
when the plant go on stream, will add 
more than 12 percent to the cement pro-
duction capacity in the country. 

In the past years, foreign compa-
nies dominate cement industry of Ven-
ezuela. Mexican cement giant CEMEX, 
third largest cement producer in the 
world, held 50 percent of production 
and the remaining was in the hands of 
French company Lafarge and Swiss 
Holcim but with decision of late Ven-
ezuelan President, Hugo Chavez, the 
government seized cement operation 
and signed draft of nationalizing ce-
ment industry along with accepting to 
pay damages.

According to agreements signed 
between Tehran and Caracas, Iran will 
cooperate in the fields of maintenance 
and increasing capacity of cement pro-
ducing units with the American Latin 
country. After passing testing phase, 
Cerro Azul plant inaugurated in a cere-
mony attended by Iranian and Venezue-
lan officials in September and with join-
ing production cycle of the Venezuelan 
industry, put Iranian engineers names in 
the international cement industry. 

in facilitating communication and co-
operation between international and do-
mestic companies and will be in charge 
of the three sections of meetings; exhi-
bitions; and face to face trade negotia-
tions. Of course, short-term education 
workshops will be held on the sidelines 
of the summit.

During the summit, government 
officials, managers, experts, and Iranian 
and foreign mining companies and in-
dustries will hold talks in the field of 
development of mineral transactions 
and mining industries. Senior officials 
of the Islamic Republic of Iran will ad-
dress the summit and voice their opin-
ions and ideas.

The exhibition section of the summit 
will display and present capabilities as 
well as professional equipment of mines 
and mining industries, and relevant 
software and mindware which will 

Iran plans to produce 
over 55 million tons of 

steel, 1.5 million tons of 
aluminum, 800 thousand 
tons of copper, 5 tons of 
gold, 300 tons of zinc, 

etc. by 2025.

provide a suitable business location for 
producers and purchases in this sector. 
The exhibition will provide special 
working opportunities for exploration, 
extraction, processing of minerals, 
providing finance and other related 
services.

In an effort to achieve objectives 
of Vision 2025, Iran is making vast in-
vestment and invites all international 
investors and investees to participate in 
the summit.

Iran plans to produce over 55 mil-
lion tons of steel, 1.5 million tons of alu-
minum, 800 thousand tons of copper, 5 
tons of gold, 300 tons of zinc, etc. by 
2025. Implementation of this plan has 
provided a good opportunity for foreign 
investors and it is hoped that at the end 
of the summit all will be witness to an 
increase in Iran’s interactions regarding 
mines and mining industries with other 
trade partners.   

During Iran Mines 
and Mining Industries 
Summit, government 
officials, managers, 

experts, and Iranian 
and foreign mining 

companies and 
industries will hold 
talks in the field of 

development of mineral 
transactions and 

mining industries.
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The Future of Asian Finance
Government plays a 

bigger role in banking 
in many Asian emerging 

markets, especially in 
China and India, than in 

the rest of the world.

Asian countries tend to have larger 
financial sectors than countries 
in other regions at similar levels 

of income. But Asia is a diverse place, 
and while financial sectors in its dynamic 
emerging markets are large, they are not 
yet as large or as sophisticated as those 
of Asia’s advanced economies. For ex-
ample, while bank lending among Asia’s 

emerging markets—105 percent of GDP 
at the end of 2012—tends to be a larger 
share of GDP than in emerging markets 
in other regions, the share among Asia’s 
advanced economies is 194 percent.

Asian financial sectors differ in other 
ways from those in the rest of the world, 
too. Banks dominate the financial sector 
in most Asian advanced and emerging 
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markets, as they do in Europe, but unlike 
in the United States, where equity and 
bond markets have a larger role.

Asian banks also tend to be more fo-
cused on the traditional bank businesses 
of deposit taking and consumer lending to 
households and companies, and rely less 
on lending to other banks and on selling 
products such as swaps and other deriva-
tives. This was an advantage during the 
global financial crisis, when dependence 
on borrowing from other banks created 
problems across the United States and 
Europe as markets seized up.

This reliance on traditional banking 
is why shadow banking—whereby non-
bank financial institutions engage in ser-
vices traditionally provided by banks—is 
a relatively new phenomenon in most 
Asian economies, even though such ac-
tivities are widespread in many markets 
in Europe and North America. And while 
shadow banking and other nontraditional 
financial services are grabbing headlines 
and growing quickly in places like China 
and the Philippines, the base from which 
they have grown so rapidly was small 10 
years ago.

Although Asia’s advanced economies 
have relatively sophisticated and deep eq-
uity markets, the region’s emerging mar-
kets have not been able to rely as much on 
equity capital and thus have focused more 
on bank intermediaries.

Similarly, Asian countries’ budget 
deficits, with some exceptions, tend to be 
relatively small. As a result, the develop-
ment of bond markets has been somewhat 
slow: without a government yield curve, it 
is more difficult for investors to price the 
bonds of a country’s corporations. Bank-
ruptcy law and procedures are opaque in 
many Asian countries, which raises the 
risk to investors of buying bonds and fur-
ther slows development. Despite these 
challenges, however, Asian equity and 
corporate bond markets remain similar in 
size to those in many other regions.

Government plays a bigger role in 
banking in many Asian emerging markets, 
especially in China and India, than in the 
rest of the world. In China, the five largest 
banks are controlled by the government, 
while in India, public banks account for 
about three-quarters of system assets. 
This extends to nonbank financial institu-

tions as well: in India one of the world’s 
largest life insurers, the Life Insurance 
Corporation of India, is controlled by the 
Indian government. Here, too, there is 
disparity across the region—public banks 
in countries such as the Philippines and 
Thailand comprise a much smaller share 
of total banking sector assets, and private 
institutional investors play a significant 
role in Malaysia.

Asian countries are very well inte-
grated into the global trading system, trad-
ing extensively not only with advanced 
and developing economies outside the 
region, but also, as manufacturing has 
become more regionally integrated, as 
part of an Asian supply chain connecting 
southeast Asia, China, Japan, and Korea. 
But financial integration has lagged. If we 
measure the share of GDP made up of do-
mestic assets held by foreigners and for-
eign assets held by nationals, emerging 
markets in Asia tend to be less globally 
integrated than in other countries.

As always, there are exceptions. Ma-
laysia, with a large and active institutional 
investor sector, is as globally integrated 
as any emerging market, but India and In-
donesia are at the other extreme and have 
smaller international investment positions 
than emerging markets in other regions.

IMF research suggests, the proportion of 
emerging Asia’s financial assets could 
rise to 31 percent in 2023, from 18 
percent today.

In addition to financing this rapid 
growth, Asian finance will also have to 
tackle two other significant challenges.

First is the region’s infrastructure 
deficit. With more people living in 
cities, growing trade across the region, 
and rising demand for communications 
and travel, Asia will need to invest 
heavily to meet its infrastructure needs. 
Estimates of spending for clean water, 
telecommunications, highways, and other 
basics over the next 20 years vary widely, 
but in all cases the numbers are large. 
Ensuring that Asia’s large pool of savings 
can be directed into long-term financing 
that will close these infrastructure gaps 
will be difficult. Infrastructure projects 
tend to require huge up-front investments 
that pay off only over a long period of 
time. Construction of a new airport, 
electricity generation plant, or water 
treatment facility  requires a capital 
provider willing to invest a lot for a long-
term payoff. Since the global financial 
crisis, this type of financing, for various 
reasons, has become more expensive 
around the world, and in Asia it will be 

Because the largest banks 
in some Asian economies 

are controlled by the 
government, there is a 
question of how public 

involvement will change 
over time. 

Asian financial systems 
are expected to become 

significantly larger, 
more complex, and more 
interconnected than they 

are today. 

Another area in which Asia’s finan-
cial sector differs from the rest of the 
world is its capital markets. Stock mar-
kets in Asia tend to be highly volatile 
compared with those in other regions, 
though they often enjoy higher returns. 

What’s ahead

The first challenge for Asia’s 
financial sector will be to support rapid 
growth in the region. Asia’s emerging 
markets are expected to move from 30 
percent of world GDP (measured at 
purchasing power parity) to 41 percent in 
2023. As financial markets deepen, new 
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especially tough to develop.
The second challenge is demo-

graphic change. China, Japan, Korea, and 
other countries in Asia have among the 
world’s most rapidly aging populations. 
As the working population ages in these 
countries, people must save more for re-
tirement and will need good investment 
opportunities to ensure those savings 
earn a good return. On the other hand, 
in countries such as India and Indonesia 
the working-age population is expand-
ing rapidly, and there is a huge need for 
investment not only in infrastructure but 
also in new businesses, housing, and 
other areas. Given the high saving rates 
in many of Asia’s aging economies, and 
the significant investment needs across 
the region, finding ways to match the two 
could help growth and address the re-
gion’s demographic challenges. There are 
many ways to make this happen: individ-
ually purchased mutual funds could buy 
stocks in emerging Asian companies and 
pension funds could invest in those com-
panies’ bonds. Banks could lend funds 
from the savings accounts of their cus-
tomers to banks in other regions, which 
could in turn finance new enterprises. But 
institutional investors are relatively small 
in most emerging markets in Asia, and 

financial systems: higher incomes will 
lead to more demand for mortgages and 
cars, working capital for more companies, 
trade credit for Asia’s increasingly 
global companies, and bonds to finance 
infrastructure and provide stable incomes 
for retirees. But all these changes will 
also make Asian financial systems more 
complex.

In many Asian financial systems to-
day, margins between banks’ lending and 
deposit rates are relatively high, meaning 
that banks can be quite profitable while 
focusing only on traditional business 
models. But once the low-hanging fruit 
of high-margin lending from consumers 
newly entering the market or from new 
lines of business is gone, banks will have 
to look farther afield. In some economies, 
such as Japan, where this process has al-
ready begun, banks are looking outward 
for profitable investments. As increased 
efficiency begins to whittle down inter-
est margins in emerging Asia, banks 
may turn to new income sources, such as 
money management and securitizing con-
sumer loans, and the prospects for more 
interbank lending could rise.

This complexity will not only be 
domestic. At least some of the savings in 
Asia’s (demographically) older and richer 

economies will wind up in Asia’s young-
er and poorer countries through bank bor-
rowing across borders, increasingly inter-
connected equity and bond markets, and 
cross-border borrowing by corporations. 
All three channels will engender more 
complex financial systems as banks con-
tend with larger foreign exposures, equity 
and bond investors demand increasingly 
sophisticated credit and exchange rate 
hedges, and corporations look to neutral-
ize their own exposure to exchange and 
interest rate changes. The very process of 
greater regional integration will thus lead 
to greater provision of increasingly com-
plex services by Asian banks.

An example of these changes can 
already be seen in Asia’s increasingly 
sophisticated bond markets. Although 
many Asian emerging market economies 
have improved the size and liquidity of 
their bond markets in recent years, these 
markets remain dominated by low-risk 
issuers, including governments. Develop-
ing a market for riskier borrowers (such 
as the so-called high-yield segment), as 
other countries, especially the United 
States, have done, would do much to 

But this requires new tools. One op-
tion is for banks or insurance companies 
to provide protection by issuing credit de-
fault swaps to reduce risk for investors in 
new bond markets. Foreign investors may 
also want so-called plain vanilla interest 
rate or exchange rate swaps, but may try 
to lower their costs by hedging with more 
complex instruments. These services 
could be provided by foreign banks, but 
Asian banks will have the expertise and 
presence in key markets to make their 
own investment in these new areas highly 
profitable.

These new tools and the new so-
phistication of Asian financial systems 
will make financial institutions them-
selves larger and more complex. While 
advanced Asia is home to three global 
systemically important financial insti-
tutions—Mitsubishi UFJ, Mizuho, and 
Sumitomo Mitsui in Japan—across the 
rest of Asia, only China, the world’s sec-
ond largest economy, hosts such institu-
tions—the Bank of China and the In-
dustrial and Commercial Bank of China. 
But as Asian companies move abroad, as 
Asian financial systems become increas-

Asia’s emerging markets 
are expected to move 

from 30 percent of 
world GDP (measured at 
purchasing power parity) 

to 41 percent in 2023.

Since the global financial 
crisis, this type of 

financing, for various 
reasons, has become 

more expensive around 
the world, and in Asia it 
will be especially tough 

to develop.

barriers to investment across borders are 
still high, so this will be a difficult long-
term process.

Larger, higher, stronger

These changes call for larger 

support two of Asia’s financial goals. It 
would raise returns for pension funds and 
retirement savers, helping on the aging 
front, and would allow more savings to 
be channeled into infrastructure, address-
ing Asia’s deficit in that area.
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ingly connected with the rest of the globe, 
and as domestic investors become more 
numerous and more sophisticated, Asian 
financial institutions stand to grow rap-
idly in size and complexity. The financial 
markets of India and the countries of the 
Association of Southeast Asian Nations 
(ASEAN) may also soon host globally 
significant institutions, potentially spark-
ing the same concern that arose across 
Europe and North America about banks 
that are “too big to fail.”

Even if Asia’s financial systems de-
velop differently and do not raise such 
concerns, the ongoing crisis in the euro 
area, combined with worldwide shifts 
in regulation, has already led to many 
kinds of financial changes. One such 
area is trade financing: European banks, 
in response to regulatory and economic 
changes that have pushed them to focus 
on core markets, have pulled away from 
Asia. In regions such as central Europe 
and the Middle East, these changes have 
led to a reduction in trade credit, while in 
Asia, regional banks, especially Austra-
lian and Japanese banks, have filled the 
void. Initially this decline seemed to be 
limited to low-margin short-term trade 
financing. But as the United States and 
the European Union contemplate tighter 
restrictions on banks in their jurisdictions 
and European banks try to shore up their 
domestic balance sheets, more expen-
sive services, such as aircraft leasing and 
complicated long-term trade financing, 
have also been curtailed, and Asian banks 
are trying to take up the slack. With this 
innovation, however, comes the need for 
regulation  and supervision.

Public banks

Because the largest banks in some 
Asian economies are controlled by the 
government, there is a question of how 
public involvement will change over 
time. In Hong Kong SAR and Singapore, 
as well as in Australia and New Zealand, 
public banks have a minimal role. But in 
Asia’s other advanced economies, Japan 
and Korea, the public sector still looms 

larger than in many Western economies, 
especially the United States and the Unit-
ed Kingdom. On average across countries 
and over time, public banks have been 
less profitable and less innovative than 
private banks, which has meant riskier 
and less profitable balance sheets in many 
countries.

Public banks can be useful tools for 
government policymakers. But, on av-
erage, they also give rise to inefficient 
banking practices, continuous calls for 
more capital to maintain the share of pub-
lic banking, and government bailouts. 
How policymakers across the region treat 
public banks will depend on the circum-
stances of each economy and each bank. 
But in the long run, financial systems 
dominated by government-controlled 
banks are unlikely to offer the competi-
tive and efficient financial systems neces-
sary for Asia’s growth challenges.

Another key to the puzzle will be 
growing financial integration. Pairing the 
savings in more rapidly aging economies 
with investment projects in Asia’s young-
er economies will require rapid growth in 
cross-border financial flows. Savers also 
want to diversify their risk, which could 
be achieved, for example, by allowing 
Korean investors to spread their risk 
across their home market as well as those 
in India and Thailand. For now, most as-
sets held abroad by Asian investors tend 
to be in developed economies, particu-
larly in liquid government debt.

But this will have to change. We ex-
pect Asian economies to become more 
entwined, with investors more and more 
likely to buy assets in other countries 
over the next 20 years. This will be par-

ticularly true in southeast Asia, where 
ASEAN countries are cooperating to fur-
ther integrate their economies.

Another key requirement will be 
a loosening of capital account restric-
tions in China and India. Today, India’s 
and China’s capital accounts are more 
closed than those in the rest of the region. 
But both countries have gradually loos-
ened restrictions, and both governments 
have plans to continue this liberalization, 
which will help savers find more outlets 
abroad and allow foreign investors to di-
versify more effectively by buying Chi-
nese and Indian assets. If China and India 
are as open in 2023 as some advanced 
economies are today, we estimate the to-
tal size of their financial sectors will be 
10 to 30 percent larger than if they remain 
at current levels of openness.

Asian financial systems are expected 
to become significantly larger, more com-
plex, and more interconnected than they 
are today. To ensure that these changes 
do not lead to a buildup in the kinds of 
risks that brought down some countries 
in the region during the Asian financial 
crisis and laid the global economy low 
during the global financial crisis, regula-
tors and supervisors in Asia must stay on 
their toes. This applies also to the IMF, 
which hopes to work closely with Asian 

tems can allow households and pension 
funds, among others, to diversify, thus 
reducing their risk, but can also allow 
bankruptcies and bank failures to spread 
across borders. Regulatory cooperation 
has become key as the world’s financial 
sectors have become more integrated. 
Asia has an active role to play in interna-
tional forums to ensure that this process 
can continue safely.

Fortunately, Asia is accustomed to 
change. After the Asian financial crisis, 
the region’s governments, supervisors, 
and financial systems moved swiftly to 
address problems such as excessive le-
verage and unhedged foreign borrow-
ing that exacerbated the damage of the 
crisis. Asian banks rapidly paid down 
their debts, while supervisors ensured 
that those imbalances didn’t arise again. 
These changes helped the region better 
weather the global financial crisis and 
proved that Asia is nimble and able to 
change with the times.

As Asia continues to outpace the 
world in economic growth, the question 
will be how to make sure the world’s 
fastest-growing financial system can also 
become its safest.   

Source: UN Publication

In many Asian financial 
systems today, margins 
between banks’ lending 

and deposit rates are 
relatively high, meaning 
that banks can be quite 

profitable while focusing 
only on traditional 
business models.

Malaysia, with a large 
and active institutional 

investor sector, is as 
globally integrated as 
any emerging market, 

but India and Indonesia 
are at the other extreme 

and have smaller 
international investment 
positions than emerging 
markets in other regions.

countries to identify and minimize risks 
before they materialize in order to avoid 
the mistakes of previous crises.

More interconnected financial sys-
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Full Employment and Sust ainable Growth Objectives

How can Iran successfully tran-
sit out of stag-flation and which 
policy should it aim for? The 

new Government has started with first 
targeting inflation, and inflation in 2014 
is lower. Now it has produced an Eco-
nomic Growth Package, to help invest-
ment and work towards growth. 

Other countries, with similar con-
texts as Iran have also managed to move 
beyond stag-flation or inflation: Tur-
key is a good example; as is Malaysia. 
Both have managed to achieve full em-
ployment in the past. One reason for the 
success has been focusing on specific 
investments and capacity development 
initiatives that have supported ordinary 
people’s small enterprises and enabled 
them to develop both social capital and 
economic capital – thereby working to-
wards full employment and sustainabil-

ity. Such policies have created jobs, re-
duced inequality and ensured economic 
welfare for all. 

It is argued below that generally an 
investment and capacity development 
approach is required to move out of stag-
flation in Iran – forcing us to think in 
terms of sustainable economic growth – 
and this should be targeted at small and 
medium sized enterprises so as to raise 
economic activity and employment, and 
also reduce income inequality. Further, 
this would need pro-active public 
investments that complement private 
sector investment and community based 
development.

Iran’s Development Achievements

Iran has already achieved much 
good development outcomes using good 

investment targeting. With a 76 million 
population, Iran is now at a high level of 
human development and also a high level 
middle income country (MIC) country. 
The Human Development Index (HDI), 
showing human capability, stands at 
0.75 1; while the economy has a Gross 
Domestic Product (GDP) per capita of 
about $11,500 (adjusted for purchasing 
power parity (PPP) 2 ; and the share of 
real GDP between different sectors of the 
economy in 2010 well indicates that agri-
culture (10%), industry (40% - including 
mining, construction and utilities) and 
services (50%) have become similar to 
other MIC countries 3. 

Iran’s capacity is also reflected in 
its various long term (twenty five year) 
growth rates per annum: the GDP growth 
rate per annum has averaged around 
3.5%; gross investment growth around 

5%; employment growth around 2.8%; 
and the HDI growth at 1.6%. Indeed the 
country’s HDI growth rate has been one 
of the highest in the world (and twice the 
global average), suggesting good past in-
vestments that have improved education, 
health and minimum material welfare.

Iranian development policy is 
known for success in the delivery of 
services such as electricity, health and 
education, including to the poor, and for 
developments in infrastructure, banking, 
trade and industry. The 20 Year Perspec-
tive, Article 44 of the Constitution and 
the Five Year Plans process have all 
helped such achievements: all promote 
economic growth and social develop-
ment, and attempt to shift public pro-
grammes and institutions more toward 
enabling activities and away from direct 
interventions. The recent economic pol-

Iranian development 
policy is known for 

success in the delivery 
of services such as 

electricity, health and 
education, including 
to the poor, and for 

developments in 
infrastructure, banking, 

trade and industry.Mohammad Ali Farzin 
(Ph.D Development Economics)*
* 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 employed with.  
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icy approaches 4 also intend to improve 
space for private sector development ac-
tivities, for small and medium sized en-
terprises (SME’s) and for the improved 
targeting of resource allocations that aim 
to raise income and reduce poverty (such 
as cash transfer programmes) for the or-
dinary household and business. 

Policy Focus

Past development policy has been 
focused on sole economic growth in GDP. 
At many times, a sole market and price 
based approach was taken to achieve this 
- in the expectation that the savings from 
economic growth will (through support 
of national transfer programmes) eventu-

ally trickle down further into social and 
environmental development. Neverthe-
less, public investments have been the 
motor of growth: especially in infrastruc-
ture, transport and housing. 

With the new 11th Government, there 
is also now an opportunity to change ap-
proach from a sole economic growth 
perspective towards a more sustainable 
economic growth methodology that also 
ensures inclusivity. This requires im-
proved investment targeting that can 
ensure full employment and economic 
welfare. The new development goals can 
be fixed on such full employment per-
spectives. 

Recent Government attempts to 
improve international trade relations; 

prompt more combined public-private-
community partnerships (which can 
ensure Iran’s primary natural resources 
and human capital base) 5; and to initiate 
more coordinated public and private in-
vestments - are right steps towards such 
development outcomes. The urgently 
required new policy focus would be on 
combined investing in the primary re-
sources base, social capital and econom-
ic value added. The technique would be 
to aim for supporting small and medium 
sized activities, and at the local levels 
(District or community). Such an ap-
proach will not only help ensure full 
employment, but also alleviate Iran’s 
future development risks (including fur-
ther unemployment, inflation, droughts 

and population movements that are 
ahead of us).

Remaining Challenges

Challenges continue to remain, de-
spite the many positive transformations. 
The key development challenges of sus-
tained job creation, low income inequal-
ity, and low inflation along with the GDP 
growth (that can ensure transiting out of 
stag-flation) have not been systemati-
cally resolved so as to ensure the full em-
ployment and economic welfare required 
for all Iranian’s. 

Remaining challenges include:        
a) human capital productivity and qual-
ity of education need to be coordinated 

– as long term total factor productivity 
growth rates in industry have averaged 
1.5%, while long term labour productiv-
ity growth is considered as close to zero6; 
b) recurring stagnation and chronic infla-
tion – perhaps due to past over-invest-
ments that could not generated sufficient 
jobs (currently a 5 million unemployed 
backlog remains and inflation is above 
25%); c) inappropriate distribution of 
wealth and slow pace of inequality re-
duction between various groups (Gini in-
dex has been around 0.4, with significant 
differences between Provinces, Districts 
and urban centres/rural areas 7; while top 
10% of the population are consuming 15 
times more than the lowest 10%); d) con-
tinued budgetary and fiscal constraints8 ; 

Both the Turkey and 
Malaysia experience is 
the opposite – and their 

enabling investments 
for private sector 
development have 
resulted in diverse 

businesses and exports. 
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e) mis-use of natural resources (the long 
term CO2 growth rate is above 5% per 
annum, indicating an overly industrial 
and socially costly approach to develop-
ment); f) migration and population move-
ments to urban areas (over the last thirty 
years, the rural-urban population propor-
tions have reversed from 70:30 to 30:70); 
and, g) international pressure, sanctions 
and global economic crisis affects (an in-
dicator being the low FDI flows relative 
to other comparator countries). 

Past increases in productivity 
and GDP have clearly not managed to 
achieve full employment in Iran 9. Of the 
total jobs produced per annum probably 
only half are in the formal sector (as clas-
sified under social security) and a signifi-
cant number are in the informal sector 
10. Such a “jobless growth” phenomenon 

cannot be tolerated further by youngsters 
seeking work and wishing to form a fam-
ily. Some root problems to this include: 
real wages have remained low, and inter-
ests rates high (and so labour productiv-
ity low); official minimum wages remain 
below poverty line in urban areas; “effi-
ciency wages” are insufficient in major-

ity of businesses, and usually two jobs 
are required to meet basic needs; and, 
insufficient public resource levels avail-
able for skills development, retraining, 
and schools curriculum. Of course high 
population growth rates have also been 
restrictive for employment generation. 

Comparative Global Experience

Can these challenges be overcome, 
and what is the solution? This complex-
ity can be resolved through appropriate 
investment targeting and capacity devel-
opment in SME’s, in community devel-
opment, in natural resources rehabilita-
tion - and all combined and integrated 
together with a District (shahrestan) 
level focus for planning. Together such 
combinations of small scale work will 

develop both social capital and economic 
capital and move towards low cost full 
employment. It will increase labour pro-
ductivity and reduce inequality - thereby, 
helping ensure sustainable growth.

Other countries, of a similar context 
as Iran have also used such solutions. 
The following long term average results 
per annum 11 for the region and two com-
parator countries of Turkey and Malaysia 
are indicative: 

On economic capital, although 
Iran’s GDP growth is close to the world 
average, it is well below comparators 
(reflecting the constraints mentioned 
above), while inflation has been higher 
than average (reflecting also a structural 
problem in Iran) but well below Tur-
key’s. Unemployment remains highest in 

Malaysia experience is the opposite – 
and their enabling investments for pri-
vate sector development have resulted in 
diverse businesses and exports. 

Although natural comparative ad-
vantages are relevant for each country, 
differences also reflect policy approaches 
and targeted investments in capital for-
mation and capacity development (i.e. in 
future competitive advantage). The two 
comparator countries have adopted in-
vestment based approaches for integrated 
capacity development in skills, poverty 
reduction, health, education, etc. (and not 
just relied just on market based or price 
approaches to economic growth). Both 
focused significantly on education and 
skills of relevance to economic develop-
ment, to technology and for institutional 
development. The indicator of GDP per 
employed person has been significant in 
both countries. Investing in future com-
petitive advantage is well shown in Ma-
laysia’s experience with knowledge and 
ICT based programmes, and Turkeys 
investments in enabling competitive ad-
vantage in tourism have been successful. 
These driver sectors have then channeled 
significant resources and savings into 
other sectors growth processes. Further, 
both have linked capacity development 
to full employment objectives, along 
with natural resource development, and 
utilizing public-private-community part-
nerships (thereby helping to ease the cost 
and burden of work and sustainably rais-
ing GDP per eco-system / hectare ).

The indicator of GDP per employed 
person per utilized eco-system unit (or 
per utilized water unit, or per utilized 
hectare) will be increasingly important in 
future development planning. Such com-
posite and multi-dimensional indicators 
enable improved capacity development. 
Countries planners are now increas-
ingly adopting such indicators for their 
resource allocations and investments. 
The primary concern in any sustainable 
growth planning framework would be to 
ensure that natural resources, economic 
capital and social capital are linked to-
gether. Such systems integration requires 
planning, public investments and general 
competitive processes to be present to-
gether – as well as the adoption of pub-
lic-private-community partnerships that 
work together. Aiming for full employ-
ment that encompasses green jobs and 
green investments (e.g. less iron based 

The two comparator 
countries have adopted 

investment based 
approaches for integrated 
capacity development in 
skills, poverty reduction, 

health, education, etc.

Iran (given lack of job creating growth 
and biased capital intensive technol-
ogy approaches). Both Turkey and Ma-
laysia’s progress and success are partly 
due to enabling SME development. 
On social capital, Iran’s HDI growth is 
well above country comparators (given 
the extensive social programmes/bud-
gets); and food poverty is similar for all 
comparators. Again, both Turkey and 
Malaysia have also invested strongly in 
human development and human capital. 
As measures of trade and business devel-
opment, merchandise exports growth has 
been surprisingly high in Iran (probably 
reflecting the high tech petrochemicals 
growth), but FDI has been systemically 
weak, while business space remains lag-
ging well behind. Both the Turkey and 

 GDP growth (1989-2010): World 3.5%; MENA 4.5%; Turkey 4.1%; Malaysia 6%; Iran 3.7%.
 Inflation (1989-2010): World 10%; MENA region 8%; Turkey 30%; Malaysia 5%; Iran 16%.
 Unemployment rate (1989-2010): Turkey 9%; Malaysia 3%; Iran 11.5%.
 HDI growth (1980-2010): Turkey 1.2%; Malaysia 1%; Iran 1.6%.
 Undernourished Population (1990-2007): Turkey 5%; Malaysia 5%; Iran 5%.
 Merchandise Exports growth (2000-2010):  Turkey 18%; Malaysia 12%; Iran 22%.
 FDI per annum (2000-2010): Turkey $8 b; Malaysia $5 B; Iran $1 b.
 Business space : Turkey 6 (rank in World 46); Iran 3.8 (rank in World 81).
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activities and more tree based activities) 
is one means to bring this integration 
about.

As comparator country experience 
indicates, a main driver of sustainable 
growth is human development itself 
(more capabilities; more choice; more 
relevant skills; minimum social security 
levels; poverty reduction; corporate so-
cial responsibility; ensuring social trust 
and rule of law). Such human develop-
ment raises productivity and trickles up-
wards into economic growth outcomes.

The challenge is to enable the syner-
getic linkages between natural resources, 
social capital, economic capital, and in-
stitutions to take place. The international 
Post-2015 Global Sustainable Develop-
ment Goals (SDG’s) are focusing on this 
investment side – but to what extent Gov-
ernments will adopt such policy frame-
works that require changes in investment 
approaches still remains uncertain.

Iran’s Economic Development 
Approach

Iran’s 20 Year Perspective (designed 
in 2005) focused on enabling high in-

vestment rents and savings from energy 
(oil, gas, water); regional security initia-
tives; larger trade; various tourism pos-
sibilities; and knowledge and technology 
development – to then get channeled as 
investments into other sectors, including 
in agriculture, industry and services. This 
significant internal-based investment and 
capital formation process would then 
prompt endogenous economic growth 
12. The raising of productivity required 
focusing not only on human and physi-
cal capital, but also on social capital, on 
increased savings (up to 40% of GDP), 
and harder work and effort – and obvi-
ously on more quality investments (up 

to 40% of GDP). This overall, strategic 
frame of reference then enabled medium 
term planning to focus on shorter term 
mechanisms.

Three scenario assumptions existed 
in the Perspective (as is situation; im-
proved; ideal): 1) the natural growth in 
various factors would contribute to be-
tween 5% to 6% to annual GDP growth 
rates, 2) the investment process men-
tioned above would contribute between 
0.5% to 2% to GDP growth rates, and 
3) productivity improvements would 
contribute between 0.5% to 3% to GDP 
growth. When added up, the three sce-
narios for annual GDP growth rates over 
the long future period were 5.5%, 7.5% 
and 11% respectively. Both the 4th and 5th 
Five Year Plans adopted these – the lat-
ter specifically targeted 8% GDP growth 
per annum (requiring 12% investment 
growth per annum and aiming at reduc-
tion unemployment to 7% and reduction 
of income inequality Gini to 0.3).

This was the original idea. Expe-
rience, however, has proven different. 
Sanctions and structural challenges have 
proven problematic; unemployment re-
mains; technical change is biased against 

labour use; GDP growth since 2005 has 
remained lower than the expected 5.5% 
per annum. 

The instruments foreseen in the 5th 
Plan document could have been good for 
achieving growth, while complementary 
RBM initiatives that were foreseen could 
have helped in both the planning and 
implementation. The Governments ex-
pected scenario suggested rising general 
economic productivity from a baseline 
$4700 nominal GDP per capita to a pos-
sible $11,000 nominal GDP per capita 
by the end of the 5th Plan period (an in-
crease by a factor of 2.3). Inequality and 
inflation were expected to significantly 
improve. The dollar devaluation in 2012 
changed all those expectations; and the 
implementation of this Plan is now also 
uncertain.

The 2011 Economic Transformation 
Plan also intended to raise productivity 
by restructuring relative prices and the 
composition of output towards a final 
outcome that would maximize the com-
parative advantage of Iran’s production 
and trade. Increased price liberalization 
(e.g. removal of subsidies and raising of 
domestic energy prices to global levels) 
was one solution. The recent 2014 Eco-
nomic Growth Package now intends to 
prompt investment and GDP growth to 
transit out of stag-flation: drivers include 
better business space, more savings, im-
proved credit allocations, less taxes, etc. 
Both aim to raise the share of tradable 
products in GDP (e.g. agriculture output, 
export oriented industries and services). 

There remains disagreement, how-
ever, as to precisely how structural 
change should occur and what process 
and sequencing to undertake. Should 
it be a price based process by remov-
ing subsidies, or should it be an invest-
ment based process of some sort, a shock 
therapy or gradualist, and where to focus 
investment. The issue falls partly back on 
planning: how fundamental changes and 
improvements are to be made, and what 
specific routes and sequences invest-
ments should be taken, have still not been 
settled. The type, quality and amount of 
investments to meet the required goals 
are not clear. The actual appropriate sus-
tainable growth rate, that could also meet 
full employment objectives is still not 
clear either. Does it have to be 8% - as 
suggested in the 5th Plan? Or perhaps will 
a lower economic growth rate (e.g. 5%) 

also enable Iran to achieve 5% unem-
ployment (and hence higher social capi-
tal and less inequality) and at the same 
time also reduce the cost to its natural 
resources depletion? 

Global experience indicates the 
need for different investment approaches 
and resource allocation targets. The pub-
lic-private-community partnerships ap-
proach to joint investment provides one 
answer. Focusing on sustainable growth 
is another.

Full Employment and 
Sustainable Growth

If the long term 20 Year Perspective 
and the Economic Growth Package are 

to be achieved, a composite approach is 
required to ensure short term economic 
growth and long term sustainability of 
investments and jobs. A sole economic 
growth focus, along with reliance on 
market approaches, in any stag-flationary 
context, would be insufficient. A joint 
investment approach for social capital 
and economic capital development – 
along with a full employment objective 
– would be required to ensure sustainable 
growth. 

Focusing on social capital. One 
approach would be to target inequality 
reduction as a means to higher growth. 
Adverse income distribution is a damp-
ener on income growth and productiv-
ity improvements, and so cannot prompt 

Both focused significantly 
on education and 

skills of relevance to 
economic development, 

to technology and 
for institutional 
development.
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the economy to grow significantly. For 
example, as the private sector in Iran 
accounts for around 70% of all employ-
ment, but only has a share of less than 
20% 13 in national GDP, the imbalance 
between employment, productivity and 
labour income in the private sector gen-
erates pressure on private sector wages 
to remain low - removing the potential 
for higher levels of sustained economic 
growth through more demand for do-
mestic goods and services. Also, a need 
for poor area and poor sector investment 
targeting: in agricultural and rural invest-
ment, for example. 

More generally, any investment that 
ensures equitable access to basic social 
services, to food, sanitation, health, edu-
cation, information and other services, 
especially so for certain at-risk groups, 
including children and youth, who do 
not have direct access to sources of in-
come from the family, will be useful for 
sustaining growth through demand for 
goods and services. Also investments 
in areas and groups that include the in-
formal urban settlements; the informal 
sector 14; remote rural areas; and groups 
such as people with disabilities, child la-
bourer’s and poor female heads of house-
holds 15.  

Focusing on economic capital. 
SME’s activities and their access to 
resources and knowledge need to be 
strengthened: the potential remains high 
– possibly the creation of 500,000 new 
jobs through SME’s per annum. The 
Governments ambitious goals, to raise 
growth to 8% per annum, to reduce un-
employment to 7% and inequality Gini to 
0.3 by 2016, 2200 calories per day pov-
erty level to 1%, inflation to single digits, 
and to ensure better governance systems 
(including Results Based Planning) – and 
to do it through SME development - are 
fully aligned with this view. The means 
and sequence, however, still very much 
remain under controversy.

Need For Improved Public 
Investment Standards

The need to undertake integrated 
approaches to investments is merely 
because any individual good project in-
vestment may have a positive outcome, 
but a number of good project invest-
ments together may not necessarily have 
a positive total outcome – as multipliers 

and synergies may not be conducive to 
each other, due to contradictions and 
trade-off’s. There are many examples: 
the many good projects undertaken in the 
Urumieh Lake region over the last two 
decades had an ultimate negative com-
bined outcome. So it is insufficient to 
merely set development objectives and 
to not thoroughly think about the invest-
ment, the techniques, the route taken, the 
resources, the institutions, the people in-
volved, and the time horizons involved, 
etc. In other words, relying on just mon-
ey results and/or economic prices and 
markets remains insufficient – a long 
term dynamic, sustainable development 
perspective is also required.

The focus on giving primary posi-
tion to sole economic growth may be one 
reason for: lack of project resilience, and 
short success durations and life cycles 
of investment; as well as of eco-systems 

The assumption, then, needs to be 
that public, private and community capi-
tal are complementary: public capital 
consists of public goods (e.g. infrastruc-
ture, energy and social capital) while pri-
vate capital of private goods (e.g. build-
ings, vehicles, equipment, etc) while 
community capital consists of potential 
social capital at the local level. Public in-
vestment is any expenditure that adds to 
physical capital stock, natural resources 
stock and social capital stock. 

Iran needs to ensure that Govern-
ment public investment does affect sus-
tainable growth and full employment. In 
addition to the criteria set forth in the 20 
Year Perspective, and mentioned above, 
the following also needs to be seriously 
considered as channels through which 
public investment can sustain economic 
growth and ensure full employment out-
comes: when complementing private 
capital and community capital; when 
crowding-in private investment; through 
increased market integration; through 
poor people’s economic empowerment; 
by increasing aggregate demand through 
better wages and more social responsi-
bility and, therefore, higher purchasing 
power; by ensuring that increased na-
tional savings work through better into 
investments, by reforming the banking 
system; by strengthening and improving 
social capital instruments as drivers of 
economic growth (and not the other way 
round); and increasingly rehabilitating 
natural and eco-systems capital (to en-
sure a larger proportion of GDP remains 
green and the overhead cost of primary 
natural resources remain low). 

Recent research shows that such 
targeting reduces the cost and burden of 
any growth rate, than when a sole market 
based approach to economic growth is 
undertaken 17. Therefore, more targeted 
investments in small scale economic de-
velopment dynamics, work themselves 
through trickle up into national economic 
growth – benefiting all. Once done, the 
possibility arises of a 5% GDP growth 
per annum that can also ensures lower 
unemployment and lower income in-
equality – and at less investment cost and 
with less budget.

 However, as is well known, cal-
culating the outcomes and effects of al-
ternative investments always remains 
difficult. The agreement on appropriate 
resource-allocation criteria and objective 

The challenge is to 
enable the synergetic 

linkages between natural 
resources, social capital, 

economic capital, and 
institutions to take place.

degradation. As social capital drivers 
may not have been utilized appropriately 
and the very positive employment-equal-
ity dynamics not had a chance to work 
into better GDP. This then works through 
into “job-less growth” and non-sustain-
ability. 

To sustain investments, Govern-
ments need to ensure targeted capacity 
development initiatives. Global experi-
ence has shown that when national in-
come inequality is high, new investments 
may have generally a shorter life cycle 
(less resilient); or when interest rates are 
high, technical choices tend to become 
biased towards the shorter period; or 
when insufficient reinvestment in prima-
ry capital is undertaken, overhead costs 
may rise. Such challenges are more easi-
ly overcome through public interventions 
for the public interest: enabling participa-
tion of private sectors and communities, 
and utilizing social capital instruments 
(including public-private-community 
partnerships) towards full employment 
outcomes 16. 

E c o n o m y
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targets or decision-making mechanisms, 
that can satisfactorily reconcile the com-
peting claims and trade off’s of different 
interests and various public sector actors 
for resources, remains a complex pro-
cess. Systematic and rational approaches 
to policy-making and resource allocation 
do need to be institutionalised somehow, 
and consensus achieved. The contribu-
tion of public investment to combined 
growth, employment generation and in-
equality reduction will remain unclear, as 
long as the methods available to assess 
the desirability of public investment al-
ternatives are either not in place or badly 
implemented or ignored. The under-
standing of the linkages between public 
investment, economic growth and social 
capital formation - and of the ways in 
which economic policy-making can be-
come a better tool for development out-
comes and reaching sustainable develop-
ment goals - remains dependent on such 
clear methods and standards. 

Some Investment Conditions 
for Transition

The capacity development approach 
to sustained economic growth would fo-
cus on the following set of Government 
policies, programmes and indicators in a 
medium term transitory process which 
intends to go beyond stag-flationary set-
tings and contexts:

Macro economic policy

 The key to a successful transition is 
primarily in a high level of net invest-
ment (and not necessarily reform of 
property rights or market prices first);

 Aim at keeping the level of aggre-
gate demand and activity high - to 
provide an incentive to invest and 
ensure domestic production is con-
sumed (and hence full employment);

 The centrality of employment gen-
eration in macro-economic policy 
must be adopted (and especially in 
monetary policy targets and the objec-
tive of full employment);

 During the transition process, out 
of stag-flation, the resource allocation 
emphasis and capacity development 
actions should be on changing the 
composition of public investments to 
support the transition to a more mar-

ket based economy and towards more 
public-private-community outcomes;

 Continued capacity development 
focus on key markets as drivers of 
sustainable growth (e.g. in labour 
markets, forex markets, credit mar-
kets, energy markets) so as to ensure 
their functioning;

 Better monetary space: combined 
inflation and employment targeting 
by Central Bank;

 Better fiscal space: combined pub-
lic-private-community investments 
and resource allocations (especially 
through new national level Fund type 
modalities);

 Better business space: ease of new 
businesses establishments and sup-
port to SME’s: policy to make SMEs 
engines of economic growth, and 
with easier access to financing; and 
increased support to new private sec-
tor enterprises capacities;

 Price liberalization would remain 
an instrument to provide incentives 
to allocate investment efficiently and 
effectively;

 Privatization of existing state en-
terprises may be considered second-
ary priority and should be undertaken 
on a case-by-case basis so as to en-
sure that job losses do not happen in 
stag-flation contexts (which could be 
disastrous for the transition process);

Public Investment

 Public investment in physical 
infrastructure, education, training, 
health, natural resources rehabilita-

tion should be maintained so that 
private capital and investment is not 
inhibited by inadequate transport and 
skilled labour, and local communities 
can have access to public works and 
alternative livelihoods opportunities;

 Sustain public works programmes - 
as an investment strategy that reduces 
pressure on public expenditure to 
provide welfare and which can also 
ensure primary capital rehabilitation 
– and organise public works pro-
gramme that can accelerate invest-
ments in infrastructure, irrigation, 
road maintenance, schools, medical 
clinics and other public buildings 
and nationalized rangelands, and also 
provide jobs and incomes to those 
who would otherwise be unem-
ployed;

to ensure sustainable investments 
(public-private-community partner-
ships) at the District level through the 
Governor General system;

 Support to 4th and 5th Develop-
ment Plan objectives that one third 
of any economic growth should be 
from total factor productivity TFP 
improvements; 

Human Development

 Further integration of education, 
health, labour and social protection 
planning and coordination (on the 
pivot of a full employment objec-
tive): and more appropriate public 
financing of basic health and basic 
education and not constant tenden-
cies towards privatising of funding 
and activities; 

 Improve human capital produc-
tivity by focusing on the full “life 
cycle”;

 Set a firm floor for social protec-
tion – possibly the guarantee of basic 
right to work for all through public 
works;

 Development of corporate social 
responsibility frameworks;

 Develop conditional cash transfer 
programmes for poorer families;

 Need for a national alternative live-
lihoods programme.

Once adopted, the chance that Iran 
can eventually meet its full employment 
and economic welfare goals will signifi-
cantly rise.   

Iran needs to ensure 
that Government public 
investment does affect 
sustainable growth and 

full employment.

 Change towards smaller and more 
sustainable techniques;

 Ensure each family plants trees and 
makes Iran green again;

Institutional

 Linking together general national 
plans  to micro level and local ac-
tions: through integrated mechanisms 

1 The UNDP Human Development Report 2013 ranks Iran as 75th in the world.

2 For example – see World Development Indicators reports.

3 Central Bank of Iran, Annual Reports (various years), Center for Strategic 
Research, and also UN ESCAP Statistical Yearbook for Asia and the Pacific.

4 The 5th Plan, the 2011 Economic Transformation Plan and the recent 2014 
Economic Growth Package are indicative.

5 e.g. some of the work of the Forest, Rangeland and Watershed Organisation 
are indicative.

6  SCI 2008; productivity data also in UN ESCAP 2009.

7 Various SCI HIES surveys show the extensive differences.

8 Which the 5th Plan had attempted to overcome.

9 It is estimated that nearly 30 million people make up the potential working 
population (variously defined).

10 Which may comprise up to 40% of the actual economy.

11 UN ESCAP, UNDP HDR and Center for Strategic Research reports.

12 “Future Iran” – the Secretary of the Expediency Council.

13 SCI HIES surveys and National Accounts (various years) indicate that the 
private sector receives only up to 20% of GDP.

14 The informal sector is probably 30% of the economy: according to 
ILO Labour Statistics database 2009, the proportion of persons in Iran in 
occupations which are considered as informal is between 30% to 40%.

15 Female headed households are estimated to be 12% of households – that is, 
over 2 million households - of which probably a significant proportion are poor.

16 For example, labour intensive methods (including the social mobilization and 
micro credit approach for poor area development) for public-private community 
works and actions.

17 See the many works of economist Nanak Kakwani, and also of Martin 
Ravallion.
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Health Tourism Can Fetch 
Iran $20 bn Annually

Dr. Ashegh

MAHAK 
Receives 

Gold Award 
from IPMA

MAHAK was 
honored to 
receive the 

Gold Award from the 
International Project 
Management Association 
(IPMA).

MAHAK’s Two Year 
Operational – Develop-
mental Project, was se-
lected as a finalist in the 
field of ‘Internationally 
Funded Humanitarian 
Aid Project (IFHAP)’, 
and has been recognized 
as the gold winner for 
Project Management 
Achievement Award at 
the IPMA’s Award Gala 

on 30th September in 
Rotterdam, the Nether-
lands.

For this award, in 
which sustainability has 
been measured against 
the United Nations Glob-
al Compact’s ten princi-
ples, MAHAK has been 
the first and only NGO 
around the globe to ever 
become a finalist in the 
category of IFHAP.

We are grateful to all 
supporters, volunteers 
and friends during the 
past 22 years, whose as-
sistance has enabled us 
in continuing our mis-
sion of reducing the ma-
lignancy effects of can-
cer for children and their 
families, thus celebrating 
this remarkable achieve-
ment all together.  

mahak-charity.org

A c h i e v e m e n t
Special Report
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Introduction

Travel for health and medical rea-
sons is nothing new and has long been 
recognized as a driver of visitors to des-
tinations such as thermal springs and 
coastal locations as well as other areas 
with favorable climate.

Health or medical tourism is simply 
where and when patients travel over-
seas often over considerable distances, 
to take advantage of medical treatments 
which are not available or easily acces-
sible (in terms of costs and waiting time) 
at home. There is a motto in central Aus-
tralia which says, ‘When in pain, get on 

a plane’.
Of course, domestic health tourism 

also exists, where patients travel nation-
ally for specialized, cheaper and superior 
care. 

International development of health 
over the past centuries dates back to 5000 
BC when Ayurveda was being practiced 
in India, the first known use of Chinese 
medicine in 1000 BC, and numerous in-
digenous traditions in Australasia, Af-
rica and the Americas. It covers ancient 
Egyptian customs of bathing and the use 
of cosmetics; Greek and Roman building 
of thermal and medical baths, fitness re-
gimes, and the consultation of ‘oracles’ in 

the hope of curing sickness; the develop-
ment of Arabian and Ottoman hamams 
or steam baths; the visiting of Japanese 
onsens; European traditions of spa and 
seaside bathing and oxygen therapy, in-
cluding those resorts built in the colonies. 
(Health and Wellness Tourism, Melanie 
K. Smith)

The structure of healthcare tourism 
shows that health tourism includes well-
ness tourism and medical tourism. 

Medical tourism, where patients 
travel overseas for operations and vari-
ous invasive therapies has grown rapidly 
since the late 1990s, especially for cos-
metic surgery. (Medial Tourism, John 

Connell). Although the spread of health 
tourism was very limited until the 20th 
century, there is some evidence of travel-
ling for medical purposes in Roman times 
and even earlier (Health and Wellness 
Tourism, Melanie K. Smith).

Definition

Health tourism (also called medical 
travel, medical tourism or global health-
care) is a term initially coined by travel 
agencies and the mass media to describe 
the rapidly-growing practice of travel-
ling across international borders to obtain 
healthcare.

There are approximately 
4 million international 

patients each year. 
The worldwide market 
is worth between US$20 

billion and US$40 billion. 
It may be worth as much 

as US$60 billion. 

Medical tourism carries 
some risks that locally-

provided medical 
care does not. Some 

countries, such as India, 
Malaysia, or Thailand 

have very different 
infectious disease-related 
epidemiology to Europe 

and North America.
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Oxford dictionary defines health 
tourism as “the practice of traveling to a 
tourist destination with the main purpose 
of receiving some therapeutic treatment.”

The online dictionary.com defines 
medical tourism as tourist travel for the 
purpose of receiving medical treatment or 
improving health or fitness: The spiraling 
cost of healthcare has contributed to the 
growth of health tourism.

Carrera and Bridges1  define medi-
cal tourism as “the organized travel out-
side one’s natural healthcare jurisdiction 
for the enhancement or restoration of the 
individual’s health through medical inter-
vention”, using but not limited to inva-
sive technology. The authors define medi-
cal tourism as a subset of health tourism, 

whose broader definition involves “the 
organized travel outside one’s local en-
vironment for the maintenance, enhance-
ment or restoration of the individual’s 
wellbeing in mind and body”. Impor-
tantly, their definition of medical tourism 
takes into account the territorially bound-
ed nature of health systems, where access 
to healthcare is often but not always lim-
ited to national boundaries.

The definition of ‘health’ is becom-
ing broader and much closer to that of 
‘wellness’, thus the terms are sometimes 
used interchangeably. However, well-
ness overall implies a balance of different 
areas of one’s life (e.g. physical, social, 
spiritual, intellectual, occupational and 
emotional). Health has closer links to ill-
ness and medical treatment, but it follows 
the same philosophy of achieving balance 
of both physical and mental dimensions 

in life. (Health and Wellness Tourism, 
Melanie K. Smith)

History

Health tourism is one of the oldest 
forms of tourism if we consider the atten-
tion paid to well-being by Romans and 
Greeks, the search for spiritual awareness 
by mediaeval pilgrims, or spa tourism of 
the 18th and 19th century European élite. 

Health tourism is old. Just as people 
have always wanted to travel to visit the 
wonders of the world, so people have 
long wanted to take the waters at a spa, 
be seen by a Harley Street specialist, go 

as a pilgrim to a holy place because the 
spirits there could soothe and heal. Even 
the ancient Greeks went to Epidauria be-
cause of the health-giving god Asklepios. 
Even the ancient Romans went to ther-
mal baths because warm water is good 
for the joints. What is new is not the 
phenomenon but the magnitude. It is not 
just the elite but the middle classes who 
are actively involved in the international 
trade of a service that can make them feel 
well. Minority health tourism is old. Mass 
health tourism is, however, the creature 
of modernity and embourgeoisement. 
(Health Tourism: Social Welfare through 
International Trade, David A. Reisman)

Travelling overseas for medical 
care has historical roots; previously lim-
ited to elites from developing countries 
to developed ones, when healthcare was 
inadequate or unavailable at home. Now, 
however, the direction of medical travel 
is changing towards developing coun-
tries, and globalization and increasing 
acceptance of health services as a market 
commodity have led to a new trend; orga-
nized medical tourism for fee paying pa-
tients, regardless of citizenship, who shop 
for health services overseas using new in-
formation sources, new agents to connect 
them to providers, and inexpensive air 
travel to reach medical destinations.

The old-style medical 
tourism was expensive. 
Richer patients from 

poorer countries made 
their way to Europe and 

America. They were 
charged what the traffic 

would bear. 
First Word treatment 
does not come cheap. 1 Globalization and healthcare: understanding 

health and medical tourism.
Carrera PM, Bridges JF. 2006
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The old-style medical tourism was 
expensive. Richer patients from poorer 
countries made their way to Europe and 
America. They were charged what the 
traffic would bear. First Word treatment 
does not come cheap. 

The new style medical tourism is 
South-North as before. Thais go to Aus-
tralia for their various veins. Indians go 
to America for an unexpected lump. Yet 
it is something else too. It is South-South 

where a Bangladeshi goes to Thailand for 
his colon or his Lasik. It is North-South 
where an American goes to India for his 
facelift or his stent. The flow, in other 
words, is not just Third Word to First 
World. It is Third World to Third World 
and First World to Third World too.

The slogan is ‘First World treatment 
at Third World prices’. (Health Tourism: 
Social Welfare through International 
Trade; David A. Reisman)

Globalization and Impact of 
Medical Tourism on Health Systems 

The impact of medical tourism on 
health systems is as yet unknown due to 
a dearth of data and empirical analysis of 
the phenomenon.

Relationship between the practices 
of everyday life and leisure and the way 
these relate to tourism as well as some 

tools that are used to boost health or en-
hance wellness, such as medicine (con-
ventional and complementary), therapy, 
psychology, nutrition, rehabilitation and 
cosmetics are being explored by experts 
these days (Health and Wellness Tourism, 
Melanie K. Smith).

There are also political, environ-
mental, and social factors that encourage 
people to seek enhanced wellness, such 
as the breakdown of communities, ob-

Oxford dictionary 
defines health tourism as 
“the practice of traveling 

to a tourist destination 
with the main purpose 

of receiving some 
therapeutic treatment.”

Medical tourism, where 
patients travel overseas 

for operations and 
various invasive therapies 
has grown rapidly since 
the late 1990s, especially 

for cosmetic surgery.
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session with the self and celebrities, the 
desire to downsize, the decline of tradi-
tional religion, new media and technol-
ogy, work-related stress, etc. (Health and 
Wellness Tourism, Melanie K. Smith). 

Growing demand for health services 
is a global phenomenon, linked to eco-
nomic development that generates rising 
incomes and education. Demographic 
change, especially population ageing 
and older people’s requirements for more 
medical services, coupled with epidemio-
logical change, i.e. rising incidence of 
chronic conditions, also fuel demand for 
more and better health services. Waiting 
times and/or the increasing cost of health 
services at home, coupled with the avail-
ability of cheaper alternatives in devel-
oping countries, has led new healthcare 
consumers, or medical tourists, to seek 

treatment overseas. The correspondent 
growth in the global health service sector 
reflects this demand. The globalization of 
healthcare is marked by increasing inter-
national trade in health products and ser-
vices, strikingly via cross border patient 
flows.

Economic Significance of 
Health Tourism

Medical and health tourism is one 
of the fastest growing areas of academic 
research interest this century in both tour-
ism and health and medical studies. The 
emergence of the subject is arguably a 
reflection of its reported economic sig-
nificance.

Studies confirm the intuition that the 
world is flat. Nigerians spend over US$1 
billion on medical attention outside their 
own country. Latin Americans spend 
US$6 billion. Tiny Costa Rica receives 
150,000 medical tourists a year. About 
90 percent of its cosmetic procedures 
are performed on foreigners. Britons 
in 2007 are thought to have spent £135 
million on medical treatments abroad. 
About 100,000 Britons in 2007 went out 
of the country for medical care. As many 
as 1.29 million are thought to have had 
dental treatment abroad. At the same time 
one fifth of the hospital beds in London 
were occupied by foreigners.

More than 400,000 non-residents are 
believed to have come to the United States 
for medical attention in 2008. Mainly 
from the Middle East, South America and 
Canada, they accounted for two percent 
of hospital throughput and brought in 
US$5 billion. In the same year between 
500,000 and 750,000 Americans are be-
lieved to have sought treatment abroad. It 
is estimated that Americans spend about 
US$2 billion a year on health tourism. 
The rising cost and the limited availabil-
ity of care in the United States are central 
to the issue of health tourism. The figure 
of 400,000 could be as high as 800,000 
by 2017. The figure of 750,000 could 
be 15.7 million. The headcount is grow-
ing exponentially. Exports of health ser-
vices worldwide doubled between 1997 
and 2003. They increased worldwide ten 
times faster than foreign earnings from 
tourism and five times faster than global 
exports of services. Health services in 
2003 accounted for 0.73 percent of world 
trade. The figure had been 0.38 percent in 
1997. The market share of the developing 

countries in 2003 was 40 percent.
There are approximately 4 mil-

lion international patients each year. 
The worldwide market is worth between 
US$20 billion and US$40 billion. It may 
be worth as much as US$60 billion. 
About US$7 billion of that business goes 
to Asia. It is believed that medical tour-
ism already accounts for 5 percent of total 
tourism worldwide. All in all, the market 
is huge: it’s a $60 billion Global Busi-
ness that’s growing at 20 percent a year.  
(Health Tourism: Social Welfare through 
International Trade, David A. Reisman)

Price 

Patients go out of country for a va-
riety of reasons. An obvious reason is the 
difference in price. A few clinics abroad 
are more expensive than those in the met-
ropolitan areas of Western Europe, Japan 
or the United States. Most charge signifi-
cantly less. Expensive care in high-cost 
countries creates a market opportunity in 
countries that can keep their price com-
petitive.

The facts speak for themselves. 
Knee replacement costs US$ 48,000 in 
the United States but US$15,900 in Can-
ada and US$8,500 in India. Heart valve 
replacement costs US$200,000 in the US 
but US$9,000 in Malaysia. A dental fill-
ing costs US$400 in the US, US$20 in 
India. Heart surgery costs US$30,000 in 
the US, US$6000 in India.

The price billed to foreigners might 
be higher than the local price. There is 
no clause in the GATS banning price dis-
crimination in a segmented market where 
arbitrage is impossible, resale out of the 
question.

The price is quoted in the local cur-
rency. What really interests the medical 
traveler is how much of his own money 
he will have to give up.

International prices depend upon 
the rates of exchange. Between 2005 and 
2008 the US dollar fell by 24 percent 
against the euro. American patients stay 
at home when the US dollar falls. Foreign 
patients take advantage of the weak dollar 
to come to the United States. 

Healthcare is a labor-intensive in-
dustry. Medicine means people. In the 
United States, labor accounts for 55 per-
cent of total cost. In Singapore, it is 44 
percent. Lower prices are possible be-
cause hospital staff cost less. It is one rea-
son why medical care is less expensive in 

some countries than in others. A second 
reason will be the regulatory environ-
ment. Hospitals in Europe and America 
must often conform to strict guidelines 
on hours per shift, lines of demarcation, 
mixed wards, leave allowances. Often 
there will be entry barriers that restrict 
the number of beds and the supply of pro-
fessionals. Hospitals in new markets of-
ten have more flexibility. They are more 
likely to be free of certain laws.

A third reason for the lower price 
will often be the lower cost of mal-prac-
tice insurance. Litigation (much of it 
frivolous or opportunistic) introduces a 
serious wedge into the cost of care. Doc-
tors in the United States can pay as much 
as US$100,000 annually for their cover. 
Doctors in Thailand only pay US$5000. 
There is no need: ‘Thailand does not 

About US$7 billion of 
that business goes to Asia. 
It is believed that medical 
tourism already accounts 

for 5 percent of total 
tourism worldwide. All 

in all, the market is huge: 
it’s a $60 billion Global 
Business that’s growing 

at 20 percent a year.  

International 
development of health 
over the past centuries 
dates back to 5000 BC 

when Ayurveda was 
being practiced in India, 

the first known use of 
Chinese medicine in 

1000 BC, and numerous 
indigenous traditions in 
Australasia, Africa and 

the Americas.
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compensate victims of negligence for 
noneconomic damages, and malpractice 
awards are far lower than in the United 
States’. Malpractice insurance costs very 
little in Mexico. The Mexican legal sys-
tem makes a successful lawsuit almost 
impossible. You get what you pay for. 
It keeps down the price (Health Tour-
ism: Social Welfare through International 
Trade,  David A. Reisman, p23-27).

Challenges Facing Host Countries

The rise of medical tourism empha-
sizes a number of contemporary themes 
including the privatization of healthcare 
in post-industrial economies, the growing 
dependence on technology, uneven ac-
cess to health resources, the accelerated 
globalization of healthcare and tourism, 
rampant consumerism, etc…  (Towards 
Medical Tourism by John Connell, p11)

Health systems in countries host-
ing health tourists face grave challenges 
in ensuring basic health service cover-
age for their own citizens; that is, there 
are growing concerns about the impact of 
medical tourism on health systems, par-
ticularly equity of access for both foreign 
and local consumers.

Trade in medical supplies, organs, 
pharmaceuticals and health worker mi-
gration have dominated policy debates 
about the impact on health systems in 
developing countries, including concerns 
about intellectual property rights and ac-
cess to affordable drugs, the latest medi-
cal technology, and retaining doctors and 
nurses within the public sector and/or 
within the country’s health system at all.  

Medical tourism constitutes an in-
dividual solution to what is traditionally 
considered a public (government) con-
cern, health for its citizens, who at the mi-
cro level are responding to market incen-
tives by seeking lower cost and/or high 
quality care overseas that cannot be found 
at home. These tourists may be uninsured 
or underinsured.

Risks and Dangers Facing 
Health Tourists

Medical tourism carries some risks 
that locally-provided medical care does 
not. Some countries, such as India, Ma-
laysia, or Thailand have very different in-
fectious disease-related epidemiology to 
Europe and North America.

Exposure to diseases without having 

built up natural immunity can be a haz-
ard for weakened individuals, specifically 
with respect to gastrointestinal diseases 
(e.g. Hepatitis A, amoebic dysentery, 
paratyphoid) which could weaken prog-
ress, mosquito-transmitted diseases, in-
fluenza, and tuberculosis.

However, because in poor tropical 
countries diseases run the gamut, doctors 
seem to be more open to the possibil-
ity of considering any infectious disease, 
including HIV, TB, and typhoid, while 
there are cases in the West where patients 
were consistently misdiagnosed for years 
because such diseases are perceived to be 
“rare” in the West.

The quality of post-operative care 
can also vary dramatically, depending on 
the hospital and country, and may be dif-
ferent from US or European standards.

In addition, traveling long distances 
soon after surgery can increase the risk 
of complications. Long flights and de-
creased mobility in a cramped airline 
cabin are a known risk factor for devel-

oping blood clots in the legs such as ve-
nous thrombosis or pulmonary embolus 
economy class syndrome.

Other vacation activities can be 
problematic as well — for example, scars 
may become darker and more noticeable 
if they sunburn while healing.

To minimize these problems, medi-
cal tourism patients often combine their 
medical trips with vacation time set aside 
for rest and recovery in the destination 
country.

Furthermore, health facilities treat-
ing medical tourists may lack an adequate 
complaints policy to deal appropriately 
and fairly with complaints made by dis-
satisfied patients.

Differences in healthcare provider 
standards around the world have been 
recognized by the World Health Organi-
zation, and in 2004 it launched the World 
Alliance for Patient Safety.

This body assists hospitals and gov-
ernment around the world in setting pa-
tient safety policy and practices that can 

Iran’s long history of 
traditional and herbal 
medicine, well-known 

Iranian doctors who are 
trained at prestigious 

universities both inside 
and outside the country 
are among other factors 
attracting health tourists 

to the country. 
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become particularly relevant when pro-
viding medical tourism services.

Receiving medical care abroad may 
subject medical tourists to unfamiliar le-
gal issues. The limited nature of litigation 
in various countries is one reason for the 
lower cost of care overseas.

While some countries currently pre-
senting themselves as attractive medical 
tourism destinations provide some form 
of legal remedies for medical malprac-
tice, these legal avenues may be unap-
pealing to the medical tourist.

Should problems arise, patients 
might not be covered by adequate person-
al insurance or might be unable to seek 
compensation via malpractice lawsuits.

Hospitals and/or doctors in some 
countries may be unable to pay the fi-
nancial damages awarded by a court to a 
patient who has sued them, owing to the 
hospital and/or the doctor not possessing 
appropriate insurance cover and/or medi-
cal indemnity.

Ethical Concerns

Medical tourism may raise broader 
ethical issues for the countries in which 
it is promoted. A core concern is whether 
medical tourism diverts resources from 
public components of health systems in 
destination countries.

For example in India, some argue 
that a “policy of ‘medical tourism for the 
classes and health missions for the mass-
es’ will lead to a deepening of the inequi-
ties” already embedded in the healthcare 
system.

In Thailand, in 2008 it was stated 
that, “Doctors in Thailand have become 
so busy with foreigners that Thai patients 
are having trouble getting care”.

Medical tourism centered on new 
technologies, such as stem cell treat-
ments, is often criticized on grounds of 
fraud, blatant lack of scientific rationale 
and patient safety.

However, when pioneering ad-
vanced technologies, such as providing 
‘unproven’ therapies to patients outside 
of regular clinical trials, it is often chal-
lenging to differentiate between accept-
able medical innovation and unaccept-

able patient exploitation.

Health Tourism in Middle East 
and Persian Gulf Region

Health Tourism in Iran

High costs of treatment and low 
quality of health systems in most region-
al countries have raised the demand for 
seeking health and treatment services in 
Iran. 

Surveys have shown that health tour-
ism is one of the important forms of tour-
ism in Iran and can attract a large number 
of domestic and foreign tourists particu-
larly those from Islamic, neighboring and 
regional countries. 

The geographical location of Iran, 
existence of numerous hot and cold min-
eral springs in various parts of the coun-
try as well as low-cost and high quality 
health services in the fields of fertility 
treatment, stem cell treatment, dialysis, 
heart surgery, cosmetic surgery, eye sur-
gery and implanting provide good oppor-
tunities to attract health tourists. Thanks 

to its modern pharmaceutical companies, 
Iran produces unique high-tech medi-
cines, too.

Moreover, 12,000 hospital beds, 
4551 laboratories, 3,042 rehabilitation 
centers, 2293 radiology and imaging cen-
ters, 7601 pharmacies and over 1000 spa 
facilities are rendering health services 
throughout the country. 

Ever-increasing demand to get ac-
cess to good quality yet low cost health 
services, high cost of health services in 
some countries especially in Western 
countries, willingness of tourists from 
neighboring and Central Asian countries, 
which have weak health systems com-
pared with Iran have created a good op-
portunity for the country to absorb health 
and medical tourists.

Iran’s long history of traditional and 
herbal medicine, well-known Iranian 
doctors who are trained at prestigious 
universities both inside and outside the 
country are among other factors attract-
ing health tourists to the country. 

Latest figures suggest that 30,000 
medical tourists enter Iran annually; plus 

200,000 health, wellness and spa tourists.
Iran’s Health Tourism Committee 

has produced rules and regulations for 
tourist healthcare service centers based 
on which hospitals and clinics that want 
to offer health tourism services to foreign 
citizens need to acquire licenses from 
both the Ministry of Health and the Ira-
nian Tourism Organization. 

It also offers health service training 
to employees of tourism agencies and en-
courages hospitals to open international 
patients’ wards. Iranian hospitals that 
hold a medical tourism license from the 
Ministry of Health arrange airport trans-
fers as well as accommodation. 

Problems

Despite all these potentials, Iran has 
failed to attract a high number of health 
tourists due to various reasons. Among 
them, tourism in general and health tour-
ism in particular have been overlooked 
and the need for drawing up comprehen-
sive strategies and appropriate planning 
to develop health tourism have not been 

felt properly because of reliance on oil 
revenues and prioritization of other in-
come earning resources.

Existence of public and legal restric-
tions in the field of health, medicine and 
tourism, poor transportation system to 
easily gain access to remote resorts and 
spa facilities are among other difficulties. 

Absence or shortage of appropri-
ate and good quality accommodation, as 
well as inexperienced and untrained work 
force to deal with foreign tourists are 
among other weaknesses of health tour-
ism industry of the country.

Weak promotion and marketing ac-
tivities to introduce the health tourism po-
tentials of the country, limited activities 
of travel agencies in the field of health 
tourism both at home and in countries 
with potential tourists are among other 
flaws of the industry.

Unfitting infrastructures such as old 
hospitals, shortage of medical equipment 
and facilities to render services to 
health tourists, difficulties in contacting 
prominent doctors, high inflation rate, 
which makes development of health 
tourism difficult and increases travel 
expenses to Iran, are other issues creating 
obstacles on the way of a flourishing 

High costs of treatment 
and low quality of health 
systems in most regional 

countries have raised 
the demand for seeking 
health and treatment 

services in Iran. 
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health tourism.
Communication barriers, especially 

near therapeutic springs, as well as nega-
tive attitude of government authorities, 
policy-makers and local communities to-
wards development of tourism and arrival 
into the country of non-Muslim foreign-
ers in particular are other issues challeng-
ing health tourism in Iran.

Intensification of competition at in-
ternational markets, existence of strong 
rivals in the field of health tourism, such 
as India, Singapore, Thailand, Malaysia, 
and China simultaneous with the avoid-
ance of tourists from Western and devel-
oped countries to choose Iran as a health 
tourism hub are other issues which need 
special attention and careful and practical 
planning. 

The improper image of Iran which 
has been and is being presented by biased 
Western media as well as tension and in-
security in the Middle East and especially 
in the neighboring countries like Afghan-
istan and Iraq, help to scare away and re-
duce the number of international health 
tourists willing to travel to the region in 
general and Iran in particular. 

Recommendations

Thanks to its geographical position, 
the conditions in neighboring countries, 
reasonable prices and advanced medical 
facilities, Iran is becoming a destination 
for Islamic and regional medical tourists. 
An increasing number of hospitals in 
Iranian cities offer medical and healthcare 
services to foreign health and medical 
tourists. Iran offers very advanced 
healthcare.

However, those responsible for the 
tourism industry in general and health 
tourism in particular should make wise 
planning to find a footing in the regional 
countries, such as those in Central Asia as 
well as Iraq, Afghanistan, Pakistan, etc. 

Planning should also address ren-
ovation and establishment of health 
tourism-related regions, facilities and 
attractions including tourist complexes, 
hospitals, spa facilities, transportation 
means, accommodation, access to new 
technologies, Internet, international and 
distant phone to encourage foreign tour-
ists use the existing potentials. 

The planning should also cover pro-
ducing and developing health tourism 
related products such as medicine and 
herbal products that can exclusively be 

produced in Iran as well improving the 
quality of services rendered to tourists.

In light of the propaganda by 
biased media and states on insecurity of 
foreigners especially those from Western 
countries, in Iran, measures should be 
taken to improve Iran’s image in the world 
through suitable public diplomacy and 
assure foreign tourists of their security 
and safety in the country.

Delegation to the private sector of 
some fragments of health and treatment 
affairs and outsourcing in the fields 
necessary in order to improve the quality 
of services and reducing prices is another 
move that policy makers should take into 
consideration.

To improve the status of the country 
in health tourism industry, authorities can 
pave the way for bilateral and multilateral 
cooperation and carrying out big projects 

Health Tourism Can Fetch 
Iran $20 bn Annually

I n the first section of Health Tour-
ism in Iran, we will discuss laparos-
copy, as laparoscopic surgery has 

become very popular in Iran and most 
Iranian and non-Iranian patients ask 
their surgeons to operate on them using 
this surgical procedure. 

On advantages and benefits of this 
surgical method we had an interview 
with Dr. Hossein Ashegh who has valu-
able experiences in this field. He also 
chairs the Laparoscopy Educational In-
stitute affiliated to Tehran Medical Sci-
ences University. 

     The full text of the interview follows:

Dr. Alireza Zali, head of the Ira-
nian Medical Council said in a press 
conference in February 2014 that 
Iran has the capability of absorbing 
20 million health tourists annually 
and of fetching 18 billion dollars in 
this way. He believes that the revenue 
gained from medical tourism is three 
times more than normal tourism in 
Iran. What is your comment on this?

I agree with Dr. Zali but more 
precise expert work must be done con-
cerning the figures. I even believe that 
the revenues we can gain from medi-
cal tourism are more than three times 
higher than that from ordinary tourism. 
Because when patients arrive in Iran for 
treatment, several things happen. First, 
they do not go to hospital immediately 
and should bear some expenses to make 
arrangements for the treatment.  Sec-
ondly, they have relatives with them as 
companions. Thirdly, when they return 
to their countries they will promote our 
medical tourism.

The private sector in Iran is 
after establishing numerous hospital 
hotels. Are you familiar with the 
trend of this activity?

Hospital hotel is in fact a broad-
based and complementary service for 
patients and their relatives from the 
time they arrive in Iran until the mo-
ment they leave the country at the end 
of their treatment.

I must note that most of our hos-
pitals have VIP sections, which in fact 
offer the same hospital hotel services to 
patients and their fellow travelers. We 

should remember that the accommoda-
tion costs of patients’ companions at 
hospital hotels are by far less than hotels 
in the city. Actually, when patients’ fel-
low travelers stay at the same residence 
as the patients, they will become need-
less of unwanted trips to the city to pro-
vide certain needs of the patients. 

What kinds of surgeries are 
carried out on foreign patients in 

Iran at present?
Thanks to outstanding achieve-

ments we have had in the medical field 
we are able to carry out all operations in 
Iran. We enjoy a prominent position at 
world level in the fields of orthopedics, 
nerve surgery, kidney surgery, plastic 
surgery and especially in cardiovascular 
surgeries.

Head of the Islamic Republic of 

in technical and technological fields 
and conducting research activities with 
global research institutes and prestigious 
universities. 

Paving the way for attracting foreign 
investors to provide financial support for 
health tourism projects is another issue 
of importance to get a bigger share of the 
market in this field.

Investment by the public and private 
sectors in regions apt for attracting health 
tourists and establishing modern and ap-
propriate facilities will help bring in lots 
of revenues in foreign exchange to the 
country.

Another issue, which will help im-
prove Iran’s status among health tourism 
hubs, is issuing visas for medical tourists 
and their relatives in a very short period 
of time and assigning bodies to provide 
them with residential and recreational 
facilities and other assistance they might 
need including translators.         

I set up the laparoscopic 
training center of Tehran 

University of Medical 
Sciences in 2004. We 

train three groups at this 
center: general surgeons, 

gynecologists & urologists. 

Thanks to its 
geographical position, the 
conditions in neighboring 

countries, reasonable 
prices and advanced 

medical facilities, Iran is 
becoming a destination 
for Islamic and regional 

medical tourists. 
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Iran Medical Council says that we are 
so high-powered that we can conduct 
all surgical operations in different 
corners of the country like big cities 
as well as at Kish and Qeshm islands. 
This sounds to be a good chance for 
tourists coming from the Persian 
Gulf littoral states. 

Yes. That is completely correct. I 
also believe that Iran is in a prominent 
position both in terms of quality and 
hardware and this superiority is notice-
able in big cities like Mashhad, Tabriz, 
Shiraz, Isfahan and Tehran.

Which countries are our most 
important rivals in the Persian Gulf 
region and the Middle East?

I do not know any country as a rival 
for Iran in the region except for Turkey. 
Meanwhile, I should stress that Iran has 
surpassed Turkey from scientific point 
of view.

Does our status comply with the 
standards of European countries?

We enjoy a very good position both 
in terms of numerous hospital hotels 
that we have and para clinic services. 
Also, from the viewpoint of nursing 
services, we are doing a good job. Here, 
it is necessary to mention an important 
point, which is related to the expenses a 
patient should bear for the services he/
she receives. Medical expenses in Iran 
are exactly one third of those in the Eu-
ropean countries.

Let’s talk about your expertise, 
which is laparoscopy. Please provide 
us with a short history of laparoscopy.

Laparoscopy means seeing inside 
the abdomen through small incisions 
with the aid of a camera and then carry-
ing out the operation. 

When and where did this surgical 
procedure start?

This surgical operation became 
popular at world level in the 1980s and 
complicated surgeries using laparo-
scopic procedure attracted the attention 
of surgeons in most world countries. 
In Iran, the first laparoscopic opera-
tion was carried out in a modern form 
in 1992.

Which part of the body was 
operated on by laparoscopic method 
in 1992?

It was done on gallstones.

Where have you passed your 
laparoscopic courses?

I am a graduate of general surgery 
from Vienna University, in Austria. I 
have passed the laparoscopic course at 
that university and several other Euro-
pean countries. I set up the laparoscopic 
training center of Tehran University 
of Medical Sciences in 2004. We train 
three groups at this center: general sur-
geons, gynecologists, and urologists. 
The first two groups are given prior-
ity and the third one has a lower rank. 
Those surgeons who are willing to 
pass the laparoscopic course should be 
trained at the center for two years. At 
present, we are training 250 physicians 
annually and so far, 2080 doctors have 
been graduated from this center. We are 
in a condition that can train foreign sur-
geons beside domestic ones.

From your point of view, to 
what extent do domestic and foreign 
surgeons need laparoscopic training?

Today, minimally invasive surgery 
is very appealing and this interest ex-
ists in all medical fields. Long incisions 

are not used any more in surgeries. To-
day, instead of making 25 centimeter 
incisions, we can use holes which are 
several millimeters and carry out the 
same complex surgical operations in all 
medical fields including cardiovascular 
diseases, otolaryngology, gynecology, 

neurosurgery, etc. Medical surgery has 
advanced to the point that even patients 
themselves prefer laparoscopic opera-
tion for their treatment. At present, lap-
aroscopic surgery is something definite 
and/or necessary and everybody has re-
alized this. 

With respect to training foreign 
students at your training center, how 
many students are trained annually?

We can admit about 10 students for 
short-term courses and about 2 students 
for long-term courses. The course lan-
guages are English and Persian. At pres-
ent, we can train students in the fields of 
general surgery and gynecology.

Can you offer recreational 
tourism to your patients beside health 
tourism?

Yes. It can be done. Through coop-
eration and planning, patients can take 
advantage of the four-season weather in 
Iran and come anytime they want.

At present, we are 
training 250 physicians 

annually and so far, 
2080 doctors have been 

graduated from this 
center. We are in a 

condition that can train 
foreign surgeons beside 

domestic ones.

Today, instead of 
making 25 centimeter 
incisions, we can use 

holes which are several 
millimeters and carry 
out the same complex 

surgical operations 
in all medical fields 

including cardiovascular 
diseases, otolaryngology, 

gynecology, 
neurosurgery, etc.
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Dubai

With world-class health facilities 
and internationally accredited hospitals, 
Dubai is all set to be the top hub for world 
medical tourism. Dubai offers a myriad of 
first-class medical treatments including 
cochlear implants, diabetes treatments, 
orthopedics, cardiology, oncology, obesi-
ty surgery, neurology, plastic & cosmetic 
surgery, physical therapy, dermatology, 
rheumatology, ophthalmology, lung treat-
ments, and urology.

Dubai will build 22 hospitals as part 
of plans to attract 500,000 medical tour-
ists a year and boost its economy by up to 
Dh2.6 billion by 2020.

Thousands of staff will be hired and 
new visas offered as part of the emirate’s 
plan to become a major center for medical 
tourism by the time it hosts Expo 2020.

“Our target is to attract 500,000 peo-
ple only for medical tourism by 2020,” 
said Essa Al Maidoor, director general of 
the DHA, or Dubai Health Authority.

“The medical tourism strategy has 
been designed over two phases. The first 
one has been chalked out until 2016 and 
the second until 2020.”

Turkey

As it tries to boost tourism revenues 
and narrow its current account deficit, its 
main economic weakness, Turkey is on a 
mission to diversify away from the all-in-
clusive package tours to its sun-drenched 
Mediterranean shores which, local busi-
nesses complain, often do too little for the 
local economy.

Of 37 million tourists visiting Tur-
key last year, about 270,000 came for 
surgical procedures, from mustache im-
plants and liposuction to operations for 
serious ailments, generating $1 billion 
in revenues and representing a small but 
growing fraction of tourism receipts.

“They usually come for three days. 
We offer them shopping or skiing tours, 
they get well and have a short vacation,’’ 
said Kazim Devranoglu, the medical 
head of Dunyagoz Group, which has 14 
eye care clinics in Turkey and branches 
in western Europe.

Around 10 percent of the group’s 
patients - some 35,000 people a year - 

Dubai will build 22 
hospitals as part of plans 
to attract 500,000 medical 
tourists a year and boost 

its economy by up to 
Dh2.6 billion by 2020.

The authority said 18 private and 
four public hospitals would be built in 
the next few years, with the number of 
private-sector healthcare staff expected 
to increase by more than 3,800.

Private hospitals will target patients 
from the Commonwealth of Independent 
States, including Belarus, Uzbekistan and 
Kazakhstan, and in South Asia and Per-
sian Gulf nations.

Treatments to be offered include 
orthopaedic and sports medicine, plastic 
surgery, ophthalmology, dental proce-
dures, dermatology, preventive medicine 
and skin care.

Medical tourists will be issued with 
new visas and a choice of travel and ac-
commodation packages.

The Turkish government 
aims to double medical 
tourist numbers to half 
a million a year over the 
next two years and raise 
revenues to $7 billion by 

attracting them to higher-
margin healthcare.

are now coming from abroad, he said. 
“They are mostly from western European 
countries like Germany, the Netherlands, 
Belgium, as well as from Algeria and 
Azerbaijan.”

There are various factors behind 
Turkey’s appeal.

People from countries with heavily 
congested health systems welcome the 
opportunity to choose the time of their 
surgeries, while those from less-devel-
oped nations are attracted by Western-
trained medics and new facilities sprout-
ing up as Turkey’s private healthcare 
industry flourishes.

Health professionals and patients 
say plastic and corrective eye surgery 
costs, including travel and accommoda-

tion, can be up to 60 percent below com-
parable programs in Western Europe.

The government aims to double 
medical tourist numbers to half a million 
a year over the next two years and raise 
revenues to $7 billion by attracting them 
to higher-margin healthcare.

Jordan

Jordan through their Private Hos-
pitals Association, managed to attract 
250,000 international patients accompa-
nied by more than 500,000 companions 
in 2012, with a total revenue exceeding 
US$ 1 billion. Jordan won the Medical 
Destination of the Year award in 2014 in 
the IMTJ Medical Travel Awards.

Medical tourism in Jordan has seen 
an increase over the years, mainly due to 
high level of expertise provided by hospi-
tals in the country. Apart from state of the 
art technology, a number of doctors in the 
leading hospitals in Jordan are certified 
by the American board or UK fellowship. 
Also, numerous measures have been tak-
en to ensure there is no language barrier 
for visiting patients, with most hospitals 
training staff in English, Arabic as well 
as Russian.

Some of the most popular treatments 
include cosmetic surgery, neurological 
surgery, orthopedics, organ transplants 
and many others.   
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Regional Investment Trends
Asia continues to be the world’s 

top FDI spot, accounting for 
nearly 30 per cent of global FDI 

inflows. Thanks to a significant increase 
in cross-border M&As, total inflows to 
the region as a whole amounted to $426 
billion in 2013, 3 per cent higher than in 

2012. The growth rates of FDI inflows to 
the East, South-East and South Asia sub-
regions ranged between 2 and 10 per cent, 
while inflows to West Asia declined by 9 
per cent. FDI outflows from subregions 
showed more diverging trends: outflows 
from East and South-East Asia experi-

enced growth of 7 and 5 per cent, respec-
tively; outflows from West Asia increased 
by about two thirds; and those from South 
Asia plummeted to a negligible level.

For some low-income countries in 
the region, weak infrastructure has long 
been a major challenge in attracting FDI 
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and promoting industrial development. 
Today, rising intraregional FDI in infra-
structure industries, driven by regional 
integration efforts and enhanced connec-
tivity through the establishment of corri-
dors between subregions, is likely to ac-
celerate infrastructure build-up, improve 
the investment climate and promote eco-
nomic development.

Against the backdrop of a sluggish 
world economy and a regional slowdown 
in growth, total FDI inflows to East and 
South-East Asia reached $347 billion in 
2013, 4 per cent higher than in 2012. In-
flows to East Asia rose by 2 per cent to 
$221 billion, while those to South-East 
Asia increased by 7 per cent to $125 bil-
lion. FDI outflows from the overall re-
gion rose by 7 per cent to $293 billion. 
In late 2012, the 10 member States of 
the Association for Southeast Asian De-
velopment (ASEAN) and their 6 FTA 
partners (Australia, China, India, Japan, 
the Republic of Korea and New Zealand) 
launched negotiations for the Regional 
Comprehensive Economic Partnership 
(RCEP). In 2013, combined FDI inflows 
to the 16 negotiating members amounted 
to $343 billion, accounting for 24 per cent 
of global FDI flows. The expansion of 
free trade areas in and beyond the region 
is likely to further increase the dynamism 
of FDI growth and deliver associated de-
velopment benefits.

China’s outflows grew faster than 
inflows. FDI inflows to China have re-
sumed their growth since late 2012. With 
inflows at $124 billion in 2013, the coun-
try again ranked second in the world and 
narrowed the gap with the largest host 
country, the United States. China’s 2 per 
cent growth in 2013 was driven by rising 
inflows in services, particularly trade and 
real estate. As TNCs invest in the country 
increasingly through M&As, the value 
of cross-border M&A sales surged, from 
$10 billion in 2012 to $27 billion in 2013.

In the meantime, China has strength-
ened its position as one of the leading 
sources of FDI, and its outflows

are expected to surpass its inflows 
within two years. During 2013, FDI 
outflows swelled by 15 per cent, to an 
estimated $101 billion, the third highest 

in the world. Chinese companies made 
a number of megadeals in developed 
countries, such as the $15 billion 
CNOOC-Nexen deal in Canada and the 
$5 billion Shuanghui-Smithfield deal in 
the United States – the largest overseas 
deals undertaken by Chinese firms in 
the oil and gas and the food industries, 
respectively. As China continues to 
deregulate outward FDI, outflows to both 
developed and developing countries are 
expected to grow further. For instance, 
Sinopec, the second largest Chinese oil 
company, plans to invest $20 billion 
in Africa in the next five years, while 
Lenovo’s recent acquisitions of IBM’s 
X86 server business ($2.3 billion) and 
Motorola Mobile ($2.9 billion) will boost 
Chinese FDI in the United States.

High-income economies in the re-
gion performed well in attracting FDI. 
Inflows to the Republic of Korea reached 
$12 billion, the highest level since the 
mid-2000s, thanks to rising foreign in-
vestments in shipbuilding and electronics 
– industries in which the country enjoys 
strong international competitiveness – as 
well as in the utility industries. In 2013, 
FDI inflows to Taiwan Province of China 
grew by 15 per cent, to $4 billion, as eco-
nomic cooperation with Mainland China 
helped improve business opportunities 
in the island economy. In 2013, FDI out-
flows from the Republic of Korea de-

clined by 5 per cent to $29 billion, while 
those from Taiwan Province of China 
rose by 9 per cent to $14 billion.

Hong Kong (China) and Singapore – 
the other two high-income economies in 
the region – experienced relatively slow 
growth in FDI inflows. Inflows to Hong 
Kong (China) increased by 2 per cent to 
$77 billion. Although this amount is still 
below the record level of $96 billion in 
2011, it is higher than the three-year av-
erages before the crisis ($49 billion) and 
after the crisis ($68 billion). In 2012, an-
nual FDI inflows to Singapore rose above 
$60 billion for the first time. A number of 
megadeals in 2013, such as the acquisi-
tion of Fraser & Neave by TCC Assets 
for about $7 billion, drove FDI inflows 
to a record $64 billion. As the recipients 
of the second and third largest FDI in de-
veloping Asia, Hong Kong (China) and 
Singapore have competed for the regional 

headquarters of TNCs with each other, as 
well as with some large Chinese cities, in 
recent years.

FDI growth in ASEAN slowed, par-
ticularly in some lower-income countries. 
FDI inflows to ASEAN rose by 7 per cent 
in 2013, to $125 billion. It seems that the 
rapid growth of FDI inflows to ASEAN 
during the past three years – from $47 
billion in 2009 to $118 billion in 2012 – 
has slowed, but the balance between East 
Asia and South-East Asia continued to 
shift in favour of the latter. 

Among the ASEAN member States, 
Indonesia was most affected by the 
financial turmoil in emerging economies 
in mid-2013. However, FDI inflows 
remained stable, at about $18 billion.

In Malaysia, another large FDI re-
cipient in ASEAN, inflows increased by 
22 per cent to $12 billion as a result of 
rising FDI in services. In Thailand, in-

flows grew to $13 billion; however, about 
400 FDI projects were shelved in reaction 
to the continued political instability, and 
the prospects for inflows to the country 
remain uncertain. Nevertheless, Japanese 
investment in manufacturing in Thailand 
has risen significantly during the past few 
years and is likely to continue to drive up 
FDI to the country.

FDI inflows to the Philippines were 
not affected by 2013’s typhoon Haiyan; 
on the contrary, total inflows rose by one 
fifth, to $4 billion – the highest level in 
its history. The performance of ASEAN’s 
low-income economies varied: while in-
flows to Myanmar increased by 17 per 
cent to $2.6 billion, those to Cambodia, 
the Lao People’s Democratic Republic 
and Viet Nam remained at almost the 
same levels.

FDI outflows from ASEAN 
increased by 5 per cent. Singapore, the 
regional group’s leading investor, saw 
its outward FDI double, rising from $13 
billion in 2012 to $27 billion in 2013. This 
significant increase was powered by large 
overseas acquisitions by Singaporean 
firms and the resultant surge in the amount 
of transactions. Outflows from Malaysia 
and Thailand, the other two important 
investing countries in South-East Asia, 
dropped by 21 per cent and 49 per cent, 
to $14 billion and $7 billion, respectively.

Prospects remain positive. Econom-
ic growth has remained robust and new 
liberalization measures have been intro-
duced, such as the launch of the China 
(Shanghai) Pilot Free Trade Zone. Thus, 
East Asia is likely to enjoy an increase of 
FDI inflows in the near future. The per-
formance of South-East Asia is expected 
to improve as well, partly as a result of 
the accelerated regional integration pro-
cess. However, rising geopolitical ten-
sions have become an important concern 
in the region and may add uncertainties to 
the investment outlook.

As part of a renewed effort to bring 
about economic reform and openness, 
new policy measures are being intro-
duced in trade, investment and finance in 
the newly established China (Shanghai) 
Pilot Free Trade Zone. In terms of in-
ward FDI administration, a new approach 
based on pre-establishment national treat-
ment has been adopted in the zone, and 
a negative list announced. Specific seg-
ments in six service industries – finance, 
transport, commerce and trade, profes-
sional services, cultural services and pub-

The growth rates of 
FDI inflows to the East, 

South-East and 
South Asia subregions 
ranged between 2 and 

10 per cent, while inflows 
to West Asia declined by 

9 per cent.
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lic services – have been opened to foreign 
investors. FDI inflows to the zone and to 
Shanghai in general are expected to grow 
as a result.

Accelerated regional integration 
contributes to rising FDI flows

Regional economic integration in 
East and South-East Asia has accelerated 
in recent years. This has contributed to 
enhanced competitiveness in attracting 
FDI and TNC activities across differ-
ent industries. In particular, investment 
cooperation among major economies 
has facilitated international investment 
and operation by regional TNCs in their 
neighbouring countries, contributing 
to greater intraregional FDI flows and 
stronger regional production networks. 
Low-income countries in the region have 
benefited significantly from such flows in 
building up their infrastructure and pro-
ductive capacities. The geographical ex-
pansion of free trade areas in and beyond 
the region is likely to further extend the 
dynamism of FDI growth and deliver as-
sociated development benefits.

A comprehensive regional partner-
ship in the making. ASEAN was the start-
ing point of regional economic integration 
in East and South-East Asia, and has al-
ways been at the centre of the integration 
process. Established in 1967, ASEAN 
initially involved Indonesia, Malaysia, 
the Philippines, Singapore and Thailand. 
Subsequently, Brunei Darussalam, Viet 
Nam, the Lao People’s Democratic Re-
public, Myanmar and Cambodia joined. 
Since its establishment, ASEAN has 
made efforts to widen as well as deepen 
the regional integration process, contrib-
uting to improved regional connectivity 
and interaction. Its economic links with 
the rest of the world have increasingly in-
tensified and its intraregional links have 
strengthened.

Over time, ASEAN has broadened 
the scope of regional economic integra-
tion alongside its major partners – Chi-
na, the Republic of Korea and Japan – 
through the ASEAN+3 Cooperation. The 
East Asia Summit involves these three 
countries as well, in addition to Australia, 
India and New Zealand. 

ASEAN has signed FTAs with all 
six countries. In November 2012, the 
10 ASEAN member States and the six 
ASEAN FTA partners launched negotia-
tions for RCEP, which aims to establish 

the largest free trade area in the world 
by population. In 2013, combined FDI 
inflows to the 16 negotiating members 
amounted to $343 billion, or 24 per cent 
of global FDI inflows.

Proactive investment cooperation. 
Investment cooperation is an important 
facet of these regional economic integra-
tion efforts. In 1998, ASEAN members 
signed the Framework Agreement on the 
ASEAN Investment Area (AIA). In 2009, 
the ASEAN Comprehensive Investment 
Agreement (ACIA) consolidated the 1998 
AIA Agreement and the 1987 Agreement 
for the Promotion and Protection of In-
vestments (also known as the ASEAN 
Investment Guarantee Agreement). At 
the ASEAN Economic Ministers Meeting 
in August 2011, member States agreed 
to accelerate the implementation of pro-
grammes towards the ASEAN Economic 

Community in 2015, focusing on initia-
tives that would enhance investment pro-
motion and facilitation.

In addition, various investment 
agreements have been signed under gen-
eral FTA frameworks in East and South-
East Asia. In recent years significant 
progress has been made, involving lead-
ing economies in Asia, including China, 
India, Japan and the Republic of Korea. 
For instance, ASEAN and China signed 
their investment agreement in August 
2009. In May 2012, China, Japan and the 
Republic of Korea signed a tripartite in-
vestment agreement, which represented 
a crucial step in establishing a free trade 
bloc among the three East Asian coun-
tries.

Within the overall framework of 
regional integration, these investment 
agreements aim to facilitate international 

investment in general but may also pro-
mote cross-border investment by regional 
TNCs in particular. In addition, ASEAN 
has established effective institutional 
mechanisms of investment facilitation 
and promotion, aiming to coordinate na-
tional efforts within the bloc and compete 
effectively with other countries in attract-
ing FDI.

Rising intraregional FDI flows. 
Proactive regional investment coopera-
tion efforts in East and South-East Asia 
have contributed to a rise in FDI inflows 
to the region in general and intraregion-
al FDI flows in particular. ASEAN has 
seen intraregional flows rise over the 
past decade, and for some of its member 
States, inflows from neighbouring coun-
tries have increased significantly. During 
2010–2012, the RCEP-negotiating coun-
tries (or ASEAN+6 countries) provided 
on average 43 per cent of FDI flows to 
ASEAN, compared with an average of 17 
per cent during 1998–2000.

China, India, Japan and the Republic 
of Korea, as well as Singapore, Malaysia 

and Thailand have made considerable 
advances as sources of FDI to ASEAN. 
It seems that this has taken place mainly 
at the cost of the United States and the 
European Union (EU). Singapore is an 
important source of FDI for other coun-
tries in ASEAN, as well as for other ma-
jor Asian economies, such as China and 
India. Japan has been one of the leading 
investors in South-East Asia, and ASE-
AN as a whole accounted for more than 
one tenth of all Japanese outward FDI 

stock in 2012. In 2013, Japanese inves-
tors spent nearly $8 billion in ASEAN, 
which is replacing China as the most im-
portant target of Japanese FDI. In recent 
years, FDI flows from China to ASEAN 
countries have rapidly increased, and the 
country’s outward FDI stock in ASEAN 
as a whole had exceeded $25 billion by 
the end of 2012. The establishment of 
the China-ASEAN Free Trade Area in 
early 2010 has strengthened regional 
economic cooperation and contributed 
to the promotion of two-way FDI flows, 
particularly from China to ASEAN. Ac-
cordingly, the share of ASEAN in China’s 
total outward FDI stock rose to 5.3 per 
cent in 2012.

Emerging industrial patterns and 
development implications. Rising intra-
regional FDI flows have focused increas-
ingly on infrastructure and manufactur-
ing. Low-income countries in the region 
have gained in particular.

 Manufacturing. Rising intrare-
gional FDI in manufacturing has helped 
South-East Asian countries build their 

Among the ASEAN 
member States, Indonesia 

was most affected by 
the financial turmoil in 
emerging economies in 

mid-2013. However, FDI 
inflows remained stable, 

at about $18 billion.
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productive capacities in both capital- and 
labour-intensive industries. TNCs from 
Japan have invested in capital-intensive 
manufacturing industries such as automo-
tive and electronics. For instance, Toyota 
has invested heavily in Thailand in recent 
years, making the country its third largest 
production base. Attracted by low labour 
costs and good growth prospects, Japa-
nese companies invested about $1.8 bil-
lion in Viet Nam in 2011, and $4.4 billion 
of Japanese investment was approved in 
2012. FDI from Japan is expected to in-
crease in other ASEAN member States 
as well, particularly Myanmar. China’s 
investment in manufacturing in ASEAN 
covers a broad range of industries but is 
especially significant in labour-intensive 
manufacturing.

 Infrastructure. TNCs from 
Singapore have been important investors 
in infrastructure industries in the region, 
accounting for about 20 per cent of 
greenfield investments. In recent years, 
Chinese companies have invested in 
Indonesia and Viet Nam. In transport, 
Chinese investment is expected to 
increase in railways, including in the 
Lao People’s Democratic Republic and 
Myanmar. In November 2013, China 
and Thailand signed a memorandum 
of understanding on a large project that 
is part of a planned regional network 
of high-speed railways linking China 
and Singapore. In the meantime, other 
ASEAN member States have begun 
to open some transport industries to 
foreign participation, which may lead 
to more intraregional FDI (including 
from Chinese companies). For example, 
Indonesia has recently allowed foreign 
investment in service industries such as 
port management. As more countries 
in South-East Asia announce ambitious 
long-term plans, total investment in 
infrastructure in this subregion between 
2011 and 2020 is expected to exceed 
$1.5 trillion. Fulfilling this huge amount 
of investment will require mobilizing 
various sources of funding, in which 
TNCs and financial institutions within 
East and South-East Asia can play an 
important role, through both equity- and 
non-equity modes.

For most of the low-income coun-
tries in the region, intraregional flows ac-
count for a major share of FDI inflows, 
contributing to a rapid buildup of infra-
structure and productive capacities. For 

lated to increased flows of both trade and 
investment.

FDI inflows to South Asia rose by 
10 per cent to $36 billion in 2013. Out-
flows from the region slid by nearly 
three fourths, to $2 billion. Facing old 
challenges and new opportunities, South 
Asian countries registered varied perfor-
mance in attracting FDI. At the regional 
level, renewed efforts to enhance connec-
tivity with other parts of Asia are likely to 
help build up infrastructure and improve 
the investment climate. India has taken 
various steps to open its services sector 
to foreign investors, most notably in the 
retail industry. It seems that the opening 
up of single-brand retail in 2006 has led 
to increased FDI inflows; that of multi-
brand retail in 2012 has so far not gener-
ated the expected results.

Trends in M&As and announced 
Greenfield projects diverged. In 2013, 
the total amount of announced greenfield 
investments in South Asia dropped by 
38 per cent, to $24 billion. In manufac-
turing, greenfield projects in metals and 

metal products and in the automotive in-
dustry experienced considerable drops; 
in services, a large decline took place in 
infrastructure industries and financial ser-
vices. Most major recipients of FDI in the 
region experienced a significant decline 
in greenfield projects, except for Sri Lan-
ka, where they remained at a high level of 
about $1.3 billion.

In contrast, the total amount of cross-
border M&A sales rose by 70 per cent, to 
$5 billion. The value of M&As boomed 
in manufacturing, particularly in food and 
beverage, chemical products and pharma-

ceuticals. A number of large deals took 
place in these industries. For instance, in 
food and beverage, Relay (Netherlands) 
acquired a 27 per cent stake in United 
Sprits (India) for $1 billion, and, in phar-
maceuticals, Mylan (United States) took 
over Agila (India) for $1.9 billion. Some 
smaller deals also took place in other 
South Asian countries, including Bangla-
desh, Pakistan and Sri Lanka.

FDI inflows rose in India, but mac-
roeconomic uncertainties remain a major 
concern. The dominant recipient of FDI 
in South Asia, India, experienced a 17 per 
cent increase in inflows in 2013, to $28 
billion. The value of greenfield projects 
by TNCs declined sharply in both manu-
facturing and services. Flows in the form 
of M&As from the United Kingdom and 
the United States increased, while those 
from Japan declined considerably. In the 
meantime, the value of greenfield proj-
ects from these countries all dropped, but 
only slightly. The main manufacturing 
industries targeted by foreign investors 
were food and beverage, chemical prod-

instance, Indonesia and the Philippines 
have seen higher capital inflows to in-
frastructure industries, such as electric-
ity generation and transmission, through 
various contractual arrangements. Cam-
bodia and Myanmar, the two LDCs in 
South-East Asia, have recently emerged 
as attractive locations for investment in 
labour-intensive industries, including 
textiles, garments and footwear. Low-
income South-East Asian countries have 
benefited from rising production costs in 
China and the subsequent relocation of 
production facilities.

Outlook. The negotiation of RCEP 

started in May 2013 and is expected to be 
completed in 2015. It is likely to promote 
FDI inflows and associated development 
benefits for economies at different levels 
of development in East and South-East 
Asia, through improved investment cli-
mates, enlarged markets, and the build-
up of infrastructure and productive ca-
pacities. RCEP is not the only integration 
mechanism that covers a large range of 
economies across Asia and the Pacific. As 
the Asia Pacific Economic Cooperation 
and the Trans-Pacific Partnership extend 
beyond the geographical scope of the re-
gion, so may the development benefits re-

China, India, Japan and 
the Republic of Korea, 
as well as Singapore, 

Malaysia and Thailand 
have made considerable 
advances as sources of 

FDI to ASEAN. 
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ucts, and pharmaceuticals.
Macroeconomic uncertainties in In-

dia continue to be a concern for foreign 
investors. The annual rate of GDP growth 
in that country has slowed to about 4 per 
cent, and the current account deficit has 
reached an unprecedented level – nearly 
5 per cent of GDP. The Indian rupee de-
preciated significantly in mid-2013. High 
inflation and the other macroeconomic 
problems have cast doubts on prospects 
for FDI, despite the Government’s ambi-
tious goal to boost foreign investment. 
Policy responses to macroeconomic 
problems will play an important role in 
determining FDI prospects in the short to 
medium run.

For Indian companies, domestic 
economic problems seemed to have de-
terred international expansion, and India 
saw its outward FDI drop to merely $1.7 
billion in 2013. The slide occurred mainly 
as a result of reversed equity investment 
– from $2.2 billion to -2.6 billion – and 
large divestments by Indian TNCs ac-
counted for much of the reverse. Facing 
a weak economy and high interest rates at 
home, some Indian companies with high 
financial leverage sold equity or assets in 
order to improve cash flows.

Facing old challenges as well as new 
opportunities, other countries reported 
varied performance. Bangladesh experi-
enced significant growth in FDI inflows: 
from $1.3 billion in 2012 to about $1.6 
billion in 2013. Manufacturing accounted 
for a major part of inflows and contribut-
ed significantly to employment creation. 
The country has emerged as an important 
player in the manufacturing and export of 
ready-made garments (RMG) and has be-
come a sourcing hotspot with its advan-
tages of low cost and capacity. However, 
the industry in Bangladesh has faced seri-
ous challenges, including in labour stan-
dards and skill development.

FDI inflows to Pakistan increased 
to $1.3 billion, thanks to rising inflows 
to services in 2013. The country recently 
held its first auction for 3G and 4G net-
works of mobile telecommunications. 
China Mobile was the winning bidder and 
now plans to invest $1.5 billion in Paki-
stan in the next four years. 

FDI to the Islamic Republic of Iran 
focuses heavily on oil exploration and 
production, and economic sanctions have 
had negative effects on those inflows, 
which declined by about one third in 
2013, to $3 billion.

Services have attracted increasing 
attention from TNCs, as countries open 
new sectors to foreign investment. 
However, as demonstrated in India’s retail 
industry, some of the new liberalization 
efforts have not yet been able to boost 
FDI inflows as governments expected. 
One reason is the uncertain policy 
environment. For instance, responses 
from foreign investors to the Indian 
Government’s liberalization efforts have 
been mixed.

Enhanced regional connectivity 
improves FDI prospects in South Asia. 
Poor infrastructure has long been a major 
challenge in attracting FDI and promot-
ing industrial development in the region. 
Policy developments associated with en-
hanced connectivity with East Asia, espe-
cially the potential establishment of the 
Bangladesh-China-India-Myanmar Eco-

nomic Corridor and the China-Pakistan 
Economic Corridor, are likely to accel-
erate infrastructure investment in South 
Asia, and to improve the overall invest-
ment climate. As a result of interregional 
initiatives, China has shown its potential 
to become an important source of FDI in 
South Asia, particularly in infrastructure 
and manufacturing industries. The Chi-
nese Government has started negotiating 
with the Indian Government on setting up 
an industrial zone in India to host invest-
ments from Chinese companies. China is 
the third country to consider such coun-
try-specific industrial zones in India, fol-
lowing Japan and the Republic of Korea.

New round of retail liberalization 
has not yet brought expected FDI 

inflows to India

Organized retailing, such as super-
markets and retail chains, has expanded 
rapidly in emerging markets.25 In India, 
organized retail has become a $28 bil-
lion sector and is expected to grow to a 
market worth $260 billion by 2020, ac-
cording to forecasts of the Boston Con-
sulting Group. As part of an overall re-
form programme and in order to boost 
investment and improve efficiency in the 
industry, the Indian Government opened 
up single-brand and multi-brand retail in 
2006 and 2012, respectively. However, 
the two rounds of liberalization have had 
different effects on TNCs’ investment de-
cisions, and the recent round has not yet 
generated the expected results.

Two rounds of retail liberalization. 
The liberalization of the Indian retail 
sector has encountered significant 
political resistance from domestic interest 
groups, such as local retailers and small 
suppliers. In response, the Government 
adopted a gradual approach to opening up 
the sector – first the single-brand segment 
and then the multi-brand one. When the 
Government opened single-brand retail 
to foreign investment in 2006, it allowed 
51 per cent foreign ownership; five 
years later, it allowed 100 per cent. In 
September 2012, the Government started 
to allow 51 per cent foreign ownership in 
multi-brand retail.

However, to protect relevant domes-

tic stakeholders and to enhance the po-
tential development benefits of FDI, the 
Government has simultaneously intro-
duced specific regulations. These regula-
tions cover important issues, such as the 
minimum amount of investment, the lo-
cation of operation, the mode of entry and 
the share of local sourcing. For instance, 
single-brand retailers must source 30 per 
cent of their goods from local small and 
medium-size enterprises. Multi-brand re-
tailers may open stores only in cities with 
populations greater than 1 million and 
must invest at least $100 million. In ad-
dition, the Government recently clarified 
that foreign multi-brand retailers may not 
acquire existing Indian retailers.

The opening up of single-brand re-
tail in 2006 led to increased FDI inflows. 

Since the initial opening up of the retail 
sector, a number of the world’s lead-
ing retailers, such as Wal-Mart (United 
States) and Tesco (United Kingdom), 
have taken serious steps to enter the In-
dian market. These TNCs have started 
doing businesses of wholesale and single-
brand retailing, sometimes through joint 
ventures with local conglomerates. For 
instance, jointly with Bharti Group, Wal-
Mart opened about 20 stores in more than 
a dozen major cities. Tesco’s operations 
include sourcing and service centres, as 
well as a franchise arrangement with Tata 
Group. It has also signed an agreement to 
supply Star Bazaar with exclusive access 
to Tesco’s retail expertise and 80 per cent 
of the stock of the local chain. 

Thanks to policy changes in 2006, 
annual FDI inflows to the trade sector in 
general jumped from an average of $60 
million during 2003–2005 to about $600 
million during 2007–2009. Inflows have 
fluctuated between $390 million and 
$570 million in recent years. The share of 
the sector in total FDI inflows rose from 
less than 1 per cent in 2005 to about 3 per 
cent during 2008–2009. However, that 
share has declined as investment encour-
aged by the first round of investment lib-
eralization lost momentum. The opening 
up of multi-brand retail in 2012 has not 
generated the expected results. Policy-
related uncertainties continue to hamper 

Flows to Saudi Arabia 
registered their fifth 
consecutive year of 
decline, decreasing 

by 24 per cent to $9.3 
billion, and moving the 

country from the second 
to the third largest host 
economy in the region. 
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the expansion plans of foreign chains. 
Although foreign investment continues 
to flow into single-brand retail, no new 
investment projects have been recorded 
in multi-brand retail and in fact divest-
ments have taken place. Major TNCs that 
entered the Indian market after the first 
round of liberalization have taken steps to 
get out of the market. For instance, Wal-
Mart (United States) recently abandoned 
its plan to open full-scale retail outlets in 
India and dissolved its partnership with 
Bharti.

TNCs’ passive and even negative 
reactions to the second round of retail lib-
eralization in India were due partly to the 
strict operational requirements and con-
tinued policy uncertainties. As the two 
rounds of policy changes encountered 
significant political resistance, compro-
mises have been made at both national 
and local levels to safeguard local inter-
ests by regulating issues related to the 
location of operations, the mode of entry 
and the share of local sourcing required.

The way forward. A different policy 
approach could be considered for better 
leveraging foreign investment for the 
development of Indian retail industry. 
For example, in terms of mode of entry, 
franchising and other non-equity forms 
of TNC participation can be options. 
Through such arrangements, the host 
country can benefit from foreign capital 
and know-how while minimizing poten-
tial tensions between foreign and local 
stakeholders.

FDI flows to West Asia decreased 
in 2013 by 9 per cent, to $44 billion, the 
fifth consecutive decline since 2009 and a 
return to the level they had in 2005. Per-
sistent tensions in the region continued to 
hold off foreign direct investors in 2013. 
Since 2009, FDI flows to Saudi Ara-
bia and Qatar have maintained a down-
ward trend. During this period, flows to 
a number of other countries have started 
to recover, although that recovery has 
been bumpy in some cases. Flows have 
remained well below the levels reached 
some years ago, except in Kuwait and 
Iraq, where they reached record levels in 
2012 and 2013, respectively.

Turkey remained West Asia’s main 
FDI recipient in 2013, although flows de-
creased slightly, remaining at almost the 
same level as in the previous year – close 
to $13 billion. This occurred against a 
background of low crossborder M&A 
sales, which dropped by 68 per cent to 

$867 million, their lowest level since 
2004. While inflows to the manufactur-
ing sector more than halved, dropping to 
$2 billion and accounting for only 16 per 
cent of the total, they increased in elec-
tricity, gas and water supply (176 per cent 
to $2.6 billion), finance (79 per cent to 
$3.7 billion), and real estate (16 per cent 
to $3 billion). Together these three indus-
tries represented almost three quarters of 
total FDI to the country. 

FDI flows to the United Arab Emir-
ates continued their recovery after the 
sharp decline registered in 2009, in-
creasing in 2013 for the fourth consecu-
tive year and positioning this country as 
the second largest recipient of FDI after 

Turkey. Flows increased by 9 per cent to 
$10.5 billion, remaining however well 
below their level in 2007 ($14.2 billion). 
This FDI recovery coincided with the 
economy rebounding from the 2009 debt 
crisis, driven by both oil and non-oil ac-
tivities. Among the latter, the manufactur-
ing sector expanded, led by heavy

industries such as aluminium and 
petrochemicals; tourism and transport 
benefited from the addition of more routes 
and capacity by two local airlines; and the 
property market recovered, thanks to the 
willingness of banks to resume loans to 
real estate projects, which brought new 
life to the construction business, the in-
dustry that suffered most from the finan-

cial crisis and has taken the longest to 
recover. That industry got further impetus 
in November 2013, when Dubai gained 
the right to host the World Expo 2020.

Flows to Saudi Arabia registered 
their fifth consecutive year of decline, 
decreasing by 24 per cent to $9.3 billion, 
and moving the country from the sec-
ond to the third largest host economy in 
the region. This decline has taken place 
despite the large capital projects under 
way in infrastructure and in downstream 
oil and gas, mainly refineries and petro-
chemicals. However, the Government 
remains the largest investor in strategi-
cally important sectors, and the activities 
of many private firms (including foreign 
ones) depend on government contracts 
(non-equity mode) or on joint ventures 
with State-owned companies. The depar-
ture in 2013 of over 1 million expatriate 
workers has exacerbated the mismatch 
of demand and supply in the private job 
market that has challenged private busi-
nesses since the 2011 launch of the policy 
of “Saudization”.

Flows to Iraq reached new highs. 
Despite high levels of instability in Iraq, 
affecting mainly the central area around 
Baghdad, FDI flows are estimated to have 

increased by about 20 per cent in 2013, to 
$2.9 billion. The country’s economic re-
surgence has been underpinned by its vast 
hydrocarbon wealth. Economic growth 
has been aided by substantial increases in 
government spending to compensate for 
decades of war, sanctions and underin-
vestment in infrastructure and basic ser-
vices. In addition, work on several large 
oilfields has gathered speed since the 
award of the largest fields to foreign oil 
TNCs. A significant development for the 
industry in 2013 was the start of opera-
tions of the first stage of a long-delayed 
gas-capture project run by Basra Gas 
Company (State-owned South Gas Com-

pany (51 per cent), Shell (44 per cent) and 
Mitsubishi (5 per cent)). The project cap-
tures associated gas that was being flared 
from three oil fields in southern Iraq and 
processes it for liquefied petroleum gas 
(LPG), natural gas liquids and condensate 
for domestic markets.

FDI flows to Kuwait are estimated 
to have decreased by 41 per cent in 2013, 
after having reached record highs in 2012 
owing to a one-off acquisition deal worth 
$1.8 billion. FDI to Jordan increased by 
20 per cent to $1.8 billion, despite region-
al unrest and sluggish economic growth. 

Because of the country’s geostrate-
gic position, countries and foreign entities 
have been extending considerable new 
funding in the form of aid, grants, guar-
antees, easy credit and investment.26 FDI 
to Lebanon is estimated to have fallen by 
23 per cent, with most of the flows still 
focused on the real estate market, which 
registered a significant decrease in invest-
ments from the Gulf Cooperation Coun-
cil (GCC) countries. Prospects for the re-
gion’s inward FDI remain bleak, as rising 
political uncertainties are a strong deter-
rent to FDI, even in countries not directly 
affected by unrest and in those register-
ing robust economic growth. The modest 
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recovery in FDI flows recorded recently 
in some countries would have been much 
more substantial in the absence of politi-
cal turmoil, given the region’s vast hydro-
carbon wealth.

FDI outflows from West Asia soared 
by 64 per cent to $31 billion in 2013, 
boosted by rising flows from the GCC 
countries, which enjoy a high level of for-
eign exchange reserves derived from their 
accumulation of surpluses from export 
earnings. Although each of these coun-
tries augmented its investment abroad, 
the quadrupling of outflows from Qatar 
and the 159 per cent growth in flows from 
Kuwait explain most of the increase. 
Given the high levels of their foreign ex-
change reserves and the relatively small 
sizes of their economies, GCC countries 
are likely to continue to increase their di-
rect investment abroad. 

New challenges faced by the GCC 
petrochemicals industry. With the goal of 
diversifying their economies by leverag-
ing their abundant oil and gas and their 
capital to develop industrial capabilities 

and create jobs where they enjoy com-
petitive advantages, GCC Governments 
have embarked since the mid-2000s on 
the development of largescale petro-
chemicals projects in joint ventures with 
international oil companies. These efforts 
have significantly expanded the region’s 
petrochemicals capacities.  And they con-
tinue to do so, with a long list of plants 
under development, including seven 
megaprojects distributed between Saudi 

Arabia, the United Arab Emirates, Qatar 
and Oman. The industry has been facing 
new challenges, deriving among others 
from the shale gas production under way 
in North America, which has affected the 
global strategy of petrochemicals TNCs.

TNC focus on the United States. The 
shale gas revolution in North America, 
combined with gas shortages in the GCC 
region, has reduced the cost advantage 
of the GCC petrochemicals players and 
introduced new competition. By driving 
down gas prices in the United States, the 
shale revolution is reviving that coun-
try’s petrochemicals sector. Some com-
panies have been looking again to the 
United States, which offers a huge con-
sumer base and the opportunity to spread 
companies’ business risks. Global petro-
chemicals players that have engaged in 
several multibillion-dollar megaprojects 
in GCC countries in the last 10 years – in-
cluding Chevron Phillips Chemical, Dow 
Chemical and ExxonMobil Chemical – 
have been considering major projects in 
the United States. For example, Chevron 

Phillips is planning to build a large-scale 
ethane cracker and two polyethylene units 
in Texas.31 Dow Chemical has restarted 
its idled Saint Charles plant in Louisiana 
and is undertaking a major polyethyl-
ene and ethylene expansion in its plant 
in Texas. As of March 2014, the United 
States chemical industry had announced 
investment projects valued at about $70 
billion and linked to the plentiful and af-
fordable natural gas from domestic shale 
formations. About half of the announced 
investment is by firms based outside the 
United States.

Shale technology is being trans-

ferred through cross-border M&As to 
Asian TNCs. United States technology 
has been transferred to Asian countries 
rich in shale gas through M&A deals, 
which should eventually help make these 
regions more competitive producers and 
exporters for chemicals. Government-
backed Chinese and Indian companies 
have been aggressively luring or acquir-
ing partners in the United States and 
Canada to gather the required production 
techniques, with a view to developing 
their own domestic resources.

GCC petrochemicals and energy 
enterprises have also invested in North 

America. The North American shale gas 
boom has also attracted investment from 
West Asian petrochemicals companies: 
NOVA Chemicals (fully owned by Abu 
Dhabi’s State-owned International Petro-
leum Investment Company) is among the 
first to build a plant to exploit low-cost 
North American ethylene. SABIC (Saudi 
Arabia) is also moving to harness the 
shale boom in the United States. The com-
pany – which already has a presence in 
the United States through SABIC Ameri-
cas, a chemicals and fertilizer producer 
and a petrochemicals research centre – is 
looking to seal a deal to invest in a petro-
chemicals project as well. The boom has 
also pushed Stateowned Qatar Petroleum 
(QP) to establish small footholds in North 
America’s upstream sector. Because QP 
is heavily dependent on Qatar’s North 
Field, it has invested to diversify risk 
geographically. In April 2013, its affili-
ate, Qatar Petroleum International (QPI), 
signed a memorandum of understanding 
with ExxonMobil for future joint invest-
ment in unconventional gas and natural 
gas liquids in the United States, which 
suggests a strategy of strengthening ties 
with TNCs that invest in projects in Qa-
tar and reflects joint interest in expand-
ing the partnership both domestically and 
internationally. QPI also announced a $1 
billion deal with Centrica (United King-
dom) to purchase oil and gas assets and 
exploration acreage in Alberta from oil 
sands producer Suncor Energy (Canada). 
However, new evidence suggests that the 
outlook for the shale gas industry may be 
less bright than was thought. 

Petrochemicals producers in the 
Middle East should nonetheless build 
on this experience to develop a strategy 
of gaining access to key growth markets 
beyond their diminishing feedstock ad-
vantage. Rather than focusing on expand-
ing capacity, they need to leverage their 
partnership with petrochemicals TNCs 
to strengthen their knowledge and skills 
base in terms of technology, research and 
efficient operations, and to establish link-
ages with the global manufacturing TNCs 
that use their products. Efforts towards 
that end have been undertaken, for exam-
ple, by SABIC, which has opened R&D 
centres in Saudi Arabia, China and India, 
and is developing a strategy to market its 
chemicals to international manufacturing 
giants.     

Source: UN Publications

Despite high levels 
of instability in Iraq, 
affecting mainly the 
central area around 
Baghdad, FDI flows 
are estimated to have 

increased by about 
20 per cent in 2013, to 

$2.9 billion.
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Comparison of Population and Area of Some Countries

No. Country Area Population Per capita
1 Iran 1,648,195 77,693,000 7,000
2 The Netherlands 41,528 16,931,100 46,142
3 Switzerland 41,277 7,782,900 79,033
4 Taiwan 36,188 23,162,123 20,400
5 Belgium 30,528 10,827,519 43,686
6 Qatar 11,493 1,696,563 99,731
7 Singapore 699 5,076,700 51,162

race of its fattened cows, for the most 
famous international court located in the 
city of Hague, for its soccer game style, 
for the recognition of the Dutch disease 
in economy, a disease which broke out in 
the country for the first time and kept the 
name in economics.

Netherlands’ Economic 
Characteristics

The Netherlands is located in west of 
Europe and ranks second after Belgium in 
having the highest dependence on foreign 
trade. That is why it supports free trade.

The rates of tariffs for industrial 
products in the country are the lowest 
in the world and no quantitative restric-
tions are imposed on any commodities 
by Amsterdam. Netherlands trade policy 
is aimed at increasing foreign trade by 
eliminating customs duties and other 
non-tariff obstacles. 

After World War II, Belgium, Lux-
emburg and the Netherlands signed a 
treaty in 1944 setting up a union called 
Benelux which acted within the frame-
work of a customs union. The union is 
based on common tariffs. In this way, the 
first European economic union came into 
existence and this shows the importance 
the Netherlands attaches to economic co-
operation in terms of economic structure 
based on market economy and free com-
petition. The customs union turned into 
an economic union in 1958. 

In 1959, the Netherlands joined the 
European Economic Community (also 
known as the Common Market in the 
English-speaking world, renamed the Eu-
ropean Community in 1993). Expansion 
of regionalism and economic integrity 
with France, Germany, Italy, Belgium 
and Luxemburg were very effective and 
determining in promotion of Dutch for-

eign trade so that since then the country 
is doing more than 70 percent of its trade 
exchanges with EC members.

This has been so effective in 
safeguarding the national interests of the 
Netherlands that today the foreign policy 
of the country has become dependent 
on its trade policy. In other words, the 
Netherlands not only considers economic 
regionalism and especially multilateral 
cooperation, within the framework of 
European Economic Community as 
the most effective factor in economic 
development and improving its people’s 
living standards, but also it is the best 
means to safeguard its national and 
strategic security as a country within the 
heart of Europe.

Netherlands’ General Economic 
Outlook 

 Sixth largest exporter in the world
 Ninth exporter of commercial ser-

vices in the world
 Eighth major importer of goods
 Second leading exporter of ag-

ricultural commodities following the 
United States (US area is 270 times larger 
than that of the Netherlands) 

 Seventh major country receiving 
foreign investments: During the recent 
years, foreign companies have made di-

rect investment worth 471 billion dollars 
in the Netherlands 

 Sixth country in terms of invest-
ment in the world 

 Tenth country in the table of eco-
nomic competitiveness index

 Eighth country with respect to 
tourism and globalization of economy

 Ninth country in term of creating 
the desired atmosphere and conditions for 
international trade 

Reviewing these statistics, one 
would wonder about so much difference 
between the Netherlands and Mazanda-
ran. How can a country like the Nether-
lands which is not comparable at all with 
Iran from the viewpoint of land and area, 
have such a considerable footing in the 
global economic zone?

The answer to this question is not 
very difficult. Due to its great depen-
dence on foreign trade and the vital role 
of this sector in the national economy, the 
“international relations” of the Nether-
lands has always supported free trade and 
elimination of restrictions and obstacles 
on the way of exchange of goods and ser-
vices with most world countries, its Eu-
ropean neighbors in particular. Basically, 
Netherlands’s economy has international 
position-takings and therefore any distur-
bance in its foreign trade will have direct 
and decisive effect on the entire economy 
of the country. That is why, more than 
anything else Dutch officials are thinking 
about expansion of exports and removing 
obstacles which could hinder export of 
goods and services.

Smallness of land and huge 
effectiveness in economy is not limited 
to the Netherlands. Countries have been 
mentioned in the following table that 
have been able to attain suitable economic 
indexes by expanding international 
relations.

Iran is a large country, much larger 
than countries whose names are men-
tioned in this table. Iran is a country 
with rich energy resources, a country 
with people who are among a source of 
pride in terms of knowledge. Yet, Iran is 
a country that has failed to reach its real 
status in global economic arena. There-
fore, it is necessary to hesitate on reasons 
behind this setback. Iran is a country each 
of whose provinces is larger in area than 
several countries.   

Source: Shargh Daily

The Netherlands is 
located in west of 
Europe and ranks 

second after Belgium 
in having the highest 

dependence on foreign 
trade. That is why it 
supports free trade.
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