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Iran’s Deputy Minister of Roads and 
Urban Development, Asghar Fakhrieh-
Kashan, earlier said the project was worth 
€2.2 billion ($2.56 billion) and that two-
thirds of the cost would be financed by 
the Chinese government at a very low 
interest rate.

The remaining one-third, he added, 
would be covered by Chinese insurer 
Sinosure (China Export and Credit 
Insurance Corporation).

“China Exim Bank has financed 26 
projects in Iran to date,” Sun was quoted 
as saying on the sidelines of the sign-
ing ceremony for the financing deal in 
Tehran, adding that $8.5 billion worth 
of loans have so far been granted by the 
bank to fund Iranian projects.

According to Fakhrieh-Kashan, 
Iran’s MAPNA Group is the project’s 
main domestic subcontractor.

The Islamic Republic of Iran 
Railways said last month that the Tehran-
Mashhad railroad project was due to get 
underway, regardless of the financing 
process.

“All obstacles to the implementation 
of the project have been removed and next 
week, operations for the electrification of 
Tehran-Mashhad line will begin,” Maziar 
Yazdani, deputy head of Islamic Republic 

The Export-Import Bank of China 
(EXIM) has signed a $1.5 billion 
deal to finance the electrification 

of a high-speed rail line between the Ira-
nian cities of Tehran and Mashhad.

EXIM’s Vice President Sun Ping 
and CEO of the Bank of Industry and 
Mine Ali Ashraf Afkhami signed the 
documents in Tehran on July 25 after “16 
months of intensive talks”.

The Iranian bank is about to provide 
government guarantees for the Chinese 
investment. Afkhami described the con-
tract as a “major achievement after the 
implementation of the JCPOA some 18 
months ago.”

The Joint Comprehensive Plan of Ac-
tion or Iran Nuclear Deal was signed with 
the West and other world powers to have 
sanctions lifted on Tehran in exchange for 
scaling back its nuclear program. 

China National Machinery Import 
and Export Corporation, known as CMC, 
has undertaken to electrify the 926-km 
line from the capital to the holy city in 
northeast Iran in partnership with the 
Islamic Republic of Iran Railways (IRIR).

Iran’s holding group MAPNA is a 
subcontractor in the project. It has signed 
an agreement with Germany’s Siemens 
for the joint manufacture of 70 electric 

locomotives to be used in the route.
China Railway Group Limited 

(CREC) is carrying out another project 
worth $1.8 billion for the electrification 
of a high-speed rail link between the 
cities of Tehran, Qom and Isfahan. 

Sun said EXIM has so far provided 
loans for 26 Iranian projects in the 
electricity, petrochemicals, non-ferrous 
metals, and oil and gas sectors, worth $9 
billion.  

Iran has announced plans to splurge 
up to $25 billion over the next 10 years 
on modernization and expansion of its 
railway network.

Earlier in July, the country signed a 
deal worth 1.2 billion euros with Italy’s 
state railway company Ferrovie dello Sta-

to (FS) to build a high-speed railway be-
tween the central cities of Arak and Qom.

Under its vision plan, Iran seeks to 
stretch out the nationwide railroad line 
to 25,000 kilometers by 2025 from under 
15,000 kilometers now.

Much of Iran’s transportation is 
road-based marked by high accident and 
casualty rates. According to a 2012 report 
by the World Health Organization, Iran 
has the highest number of car accidents 
in the world in which more than 20,000 
people are killed every year.

The country, with a population of 
80 million, is also struggling to catch up 
with a runaway urbanization. Tehran and 
other major cities are aggressively de-
veloping a mass-transit system in which 
metro transportation plays a vital role.

Connectivity is one of the key 
strengths of Iran, a vast country with a 
territory more than 1.6 million square 
kilometers. It is bounded by the Caspian 
Sea in the north and the Persian Gulf in 
the south, giving it a unique position to 
connect the countries of Asia and Europe.

Iran is a major partner in the 
International North-South Transportation 
Corridor (INSTC) project, stretching 
from Bandar Abbas in the Persian Gulf to 
Russia, Eurasia and Europe. 

China’s EXIM 
Inks $1.5 bn 

High-Speed Rail 
Deal with Iran

of Iran Railways, said on June 13.

A Strand of New Silk Road
In late 2015, He Huawu, the chief 

engineer of China Railway Corporation, 
proposed the so-called New Silk Road–
a 3,200-kilometer railroad project that 
ultimately sees Urumqi, the capital of 
China’s western Xinjiang Province linked 
to the Iranian capital Tehran, connecting 
Kazakhstan, Kyrgyzstan, Uzbekistan and 
Turkmenistan along the way, according to 
China’s state-owned paper China Daily.

The idea came just before interna-
tional sanctions imposed on Iran over its 
nuclear program were lifted in January 
2016, as part of a deal Tehran clinched 
with world powers months earlier.

From Tehran, the grand project will 
join Iran’s east-west network leading to 
Turkey and Eastern Europe. It could also 
open a way to Europe via a developing 
rail route from southern Iranian ports to 
Azerbaijan and Europe.

The Belt and Road initiative, put 
forward in October 2013 by Chinese 
President Xi Jinping, includes several 
corridors through land and sea, including 
the New Silk Road rail route.

The route will serve as a tailwind 
for the transport of goods and energy 
between Iran and China, setting a long-
term bilateral trade target of $600 billion 
a year.

In February 2016, both countries 
tested a train journey on this line. The 
32-container train took 14 days to com-
plete the 6,462-mile (10,399-km) journey 
from China’s eastern Zhejiang Province 
through Kazakhstan and Turkmenistan–
one month less than the sea route from 

Shanghai to the Iranian port of Bandar 
Abbas.

For Iran, the electrification of 
Tehran-Mashhad line is part of its wider 
rail development plan to electrify all 
railroads by 2025.

In a meeting with his Chinese coun-
terpart, Xiao Jie, in China back in May, 
Iran’s Minister of Economy and Finance 
Ali Tayebnia said, “Iran’s position in Xi 
Jinping’s innovative plan to revive the 
New Silk Road is spectacular and ideal. 
Therefore, we intend to play an effective 
role in its implementation.”

Iran resolved issues regarding 
government guarantees during Tayebnia’s 
visit to China to represent Iran in the New 
Silk Road Forum.

The two-day “Belt and Road Fo-
rum” started on May 14 with China and 
29 other nations reaffirming their com-
mitment to build an open economy and 
ensure free and inclusive trade, under the 
Belt and Road initiative.

Tayebnia noted that Iran has been 
a part of the ancient Silk Road—a route 
contributing for centuries to trade and 
cultural exchange—stretching from 
Japan to the Mediterranean Sea, and 
intends to play a more important part in 
the new plan.

Yazdani said in June the electrifica-
tion of Tehran-Mashhad railroad will take 
four years.

The route is already double-tracked 
and both tracks will be electrified as part 
of the deal with the Chinese side. This 
will raise the speed of the line from the 
current 160 kph to 200 kph, significantly 
reducing the duration of a trip between 
the two cities.  

EXIM’s Vice President Sun 
Ping and CEO of the Bank 
of Industry and Mine Ali 

Ashraf Afkhami signed the 
documents in Tehran on 

July 25 after “16 months of 
intensive talks”.



Most Important Points 
for Removing Problems

Ali Ashraf Afkhami, Chairman of 
the Board of Directors and Man-
aging Director of Bank of Indus-

try and Mine (BIM) has emphasized the 
need for developing discipline in finan-
cial enterprises. He said the question of 
transparency, accountability of economic 
enterprises, risk management, paying at-
tention to validation and most important-
ly observation of financial discipline are 
among the most important macro poli-
cies of the banking system in the country 
which should be taken into consideration 
and finally direct the banking system to-
wards capital adequacy.

The two-day 27th annual conference 
on monetary and foreign exchange poli-
cies with orientation on financial stabil-
ity, background for sustainable economic 
growth, was held on July 1 at the Inter-
national Convention Center of the IRIB. 
The BIM chief participated in the gath-
ering and delivered a speech on analysis 

of the behavior of balance sheet of the 
banking system in creating liquidity and 
its impact on the macro economy.

Stating that problems existing in our 
economy and the banking system also ex-
ist in other countries, Afkhami noted that 
the imbalance that is referred to in the 
banking system is not merely confined to 
Iran but that other countries too are basi-
cally encountered with such an imbalance.

He added that in other countries 
such as Italy, Greece, etc. we are witness-
ing a similar situation. In all countries, 
the legislators and the central banks make 
their regulatory rules stricter. By the same 
token in other countries the issue of Ba-
sel III has been discussed and the banks 
have been given a deadline up to 2019 
to comply with the framework. While 
implementation of Basel III has not been 
completed yet, the draft Basel IV is get-
ting prepared and all these cases show 
that the situation of the banking system is 

not favorable on the whole.
Afkhami reminded that apparently 

the most important question mark today 
is management of frozen assets, an issue 
which is widespread in the banking sys-
tem. He said it should be checked why 
this phenomenon takes place and grows 
day by day.

He further remarked that banks’ fail-
ure to observe reasonable interest rates and 
their competition to attract more deposits 
are among the obstacles that exist on the 
way of financial discipline of the banking 
system and creation of frozen assets.

On the other hand, he said, the im-
portant point is that we should improve 
the capacity of financial and economic 
enterprises of the country in international 
arena and also create appropriate capaci-
ties for the presence in international mar-
kets rather than restricting activities of 
the Iranian banks to 80 million Iranians.

As for the condition of non-oil ex-
ports, Afkhami said the value of non-oil 
exports last year stood at about $44 billion 
while countries with much smaller span 
and less populated had five to six times 
more than our non-oil exports. Therefore, 
through increasing exports and growing 
non-oil exports we should increase the 
volume of our banking transactions.

The BIM chief while stressing that 
failure in loan repayment is one of the ob-
stacles on the way of the banking system, 
noted that unfortunately when facilities are 
offered no appropriate validation is made 
and in case of finding the roots we can 
realize that those who are not capable of 
paying back the loans were not qualified 
for receiving the facilities at that juncture.

In conclusion, he said that discus-
sion of transparency, accountability of 
economic enterprises, risk management, 
paying attention to validation and most 
importantly observation of financial dis-
cipline are among the most important 
macro policies of the banking system of 
the country which should be taken into 
account and direct the banking system to-
wards capital adequacy.  
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Globalization triggers odd 
responses. Although almost 
everyone who thinks about 

it today agrees that a revolt against 
globalization is underway, many consider 
the fundamental process both inevitable 
and irreversible.

Is that true? A look back through 
history helps us understand the dynamics 
of revolts against globalization—the 
movement of money, goods, people, 
ideas, technologies, and cultures across 
frontiers.

The term globalization—in its mod-
ern meaning—was coined in the 1970s to 
describe the internationalization of mar-
kets, especially financial ones, after the 
oil price increases of the decade, but it 
reflects a much older reality. The recent 
period of globalization that seemed as-
cendant, at least until the global financial 
crisis, is but one of many such periods—

and reversals—that dot human history.
The global financial crisis taught us 

that it is misleading—and dangerous—to 
rely on the analysis of economic “trends” 
derived simply by extrapolating a short 
data period. We don’t know how unusual 
or exceptional those data are. We’re 
also not aware of the complex nature of 
global interconnection. The shock of the 
unexpected crisis thus produced a new 
interest in looking at patterns derived 
from much longer time periods. Those 
older and longer patterns can highlight 
vulnerabilities that help us discover 
how we should adjust the institutional 
framework to make globalization more 
stable, less dangerous—and more just.

Past Globalization
Describing the very dynamic global 

trade of the second half of the 19th and 
the early 20th centuries is now a standard 

part of economic historians’ repertoire 
(O’Rourke and Williamson, 1999). But 
that era was far from the only episode of 
globalization. Archaeological evidence 
points to the global reach of trade during 
the Roman Empire, when Roman coins 
were traded as far from the Eternal City 
as the coastal regions of Sri Lanka and 
Vietnam. There were numerous subse-
quent expansions of global trade and fi-
nance. During many of them, ideas from 
classical antiquity and from the Roman 
age of globalization (and global rule) 
were revived, as in the economic rebound 
of the late 15th and early 16th centuries 
(the economic backdrop to the Renais-
sance) or the 18th century, during which 
improved technology and increased ease 
of communication opened the way for 
global empires (for Britain and France).

Technology and globalization are in-
timately related: we could even describe 

New Concept, Old Reality

the phenomenon as “technobalization.” 
The worldwide interconnection of the 
19th century was driven by the steam 
engine. In railroad locomotives, steam 
engines opened up new continents and 
allowed farmers to produce agricultural 
staples for markets far from home. The 
steamship then linked continents, and a 
dramatic decrease in transportation costs 
spurred market integration. The coordina-
tion of transportation required unified in-
formation, and the telegraph—which was 
able to span oceans in 1865, when the 
first stable transatlantic cable was laid—
could relay the information that markets 
needed to know.

Thanks to communication technol-
ogy—in this case the spread of print and 
the newspaper—people were also able to 
find out more about other countries and 
compare the harsh realities they experi-
enced in their daily struggle for existence 
with a mythical El Dorado of abundance 
and happiness. They were prepared to 
take on tremendous hardships to make 
precarious voyages. With a note of real-
ism, they often thought that the promised 
land might not materialize for them, but 
was a real possibility for their children.

Safety Valves
But migration is more than a search 

for a better life by individuals. More 
broadly, it can act as valve to release so-
cial pressure in the countries migrants 

leave. Migration was an answer to prob-
lems brought about by technological 
changes—as well as by trade processes—
that made whole categories of economic 
activity redundant. By migrating, indi-
viduals created new lives and new oppor-
tunities.

In the case of 19th century global-
ization, the movement of people away 
from the very poor periphery of Europe 
(eastern and Mediterranean Europe and 
Scandinavia) raised incomes. Especially 
in the case of Scandinavians, the rise in 
prosperity was dramatic. Thirty million 
migrants left Europe for the United States 
between the middle of the 19th century 
and the early 20th; some 6.5 million went 
to Argentina and 5 million to Canada. The 
share of the U.S. population born abroad 
was higher on the eve of World War I than 
it is today.

The political dynamic of emigration 
was captured by the economist Albert 
Hirschman—doubtless, in part, a reflec-
tion of his experience of flight from po-
litical and racial persecution in Nazi Ger-
many (Hirschman, 1970). The easier it is 
to move (exit), the lower the commitment 
to the political society in the country of 
origin (loyalty) and the less pressing the 
need to articulate ideas (voice). When exit 
is stopped, the demand for voice rises.

Recipient countries have an oppo-
site dynamic. Entry produces loyalty, but 
also economic dynamism. A great deal of 
American entrepreneurship is—as em-
phasized by the late Thomas McCraw—
a testimony to the inventiveness of mi-
grants (2012).

Sometimes safety valves divert flows 
and cause flooding elsewhere: that makes 
migration very unpopular. Backlash 
against globalization often strikes at the 
previous safety valve of migration, which 
is what appears to be happening in many 
countries today.

Reversals
There are several historical 

explanations for the backlash against 
globalization.

First is that there is a simple psycho-
logical reaction to the unfamiliar. People 
are sated with interaction; they withdraw 
from what is foreign and seek protection 
from global threats and devastation.

The global financial 
crisis taught us that 

it is misleading—and 
dangerous—to rely on 

the analysis of economic 
“trends” derived simply 
by extrapolating a short 

data period. 

G l o b a l  E c o n o m y
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The topic of long-distance trade 
has often turned into a denunciation of 
unnecessary luxuries. Both the ancient 
Greek philosopher Aristotle and his 
medieval Christian successor Thomas 
Aquinas recognized that some products 
needed to be traded over long distances, 
but considered local production more 
moral, because they believed foreigners 
would disrupt civic life (Irwin, 1996). 
Roman philosopher Pliny the Elder 
complained that Rome was drained by 
expensive imports of unneeded luxuries 
from India, China, and the Arabian 
Peninsula, and poet Sextus Propertius 
complained that “proud Rome is brought 
down by her wealth.” Theologian 
Martin Luther, the seminal figure in the 
Protestant Reformation, railed against 
luxurious Italian products that were 
eroding German homespun goods. The 
American Revolution also began with a 
sort of antiglobalization revolt—against 
British taxes, but also against a luxury 
product (tea) of English multinational 
companies.

The backlash against migration has 

included nativism. In 1882, the U.S. 
Congress passed the Chinese Exclusion 
Act, which barred Chinese laborers from 
entering the country (and required all 
Chinese persons to present on arrival a 
certificate declaring their occupation). 
The law was regularly renewed (and 
finally repealed in 1943). Bills more 
generally limiting migration passed 
as well—and until World War I were 
regularly vetoed by the president.

History yields a second historical 
explanation: globalization breaks down 
during financial crises. Finance consti-
tutes the most volatile of the international 
linkages. Globalization magnifies the 
extent of financial crises. One finding of 
economic history is that during the 19th-
century era of gold standard integration, 
more capital flowed between countries 
than during the limited financial intercon-
nectedness in the two decades after World 
War II. But there also were more banking 
crises under the gold standard. In particu-
lar, the big financial crises of 1907 and 
after 1929 led to a new nationalism, and 
the financial crises were blamed on for-

eigners and foreign influence.
A third hypothesis is that the vola-

tility or breakdown of finance prompts 
discussion about the operation of the in-
ternational system and greater sensitiv-
ity to the power dynamics of the global 
stage. One crisis, in 1907, holds impor-
tant lessons about the impact of financial 
crises but also about the way that finance 
can shift politics. After 1871, the world 
financial system revolved mostly around 
Britain and in particular the city of Lon-
don. The panic of October 1907 showed 
the fast-growing new industrial pow-
ers, especially Germany and the United 
States, the desirability of mobilizing fi-
nancial power. The crisis unambiguously 
originated in the United States, where a 
high demand for cash caused an inter-
est rate surge that drew in gold imports. 
But it also caused interest rates to spike 
elsewhere, placing great strain on banks 
in Egypt, Italy, and Sweden, as well as in 
Germany—in short almost universally.

The 1907 experience convinced 
some American financiers of the need 
for New York to develop a commercial 

trading system that could handle securi-
ties to finance trade in the same flexible 
way as that of the mature and deep Lon-
don market (Broz, 1997; Eichengreen and 
Flandreau, 2010). Paul Warburg was the 
central figure in the push for develop-
ment of an American acceptance market 
(where short-term instruments, usually 
used to finance imports and exports, are 
traded). Warburg became a key player in 
the design of the Federal Reserve System, 
the U.S. central bank. He was the U.S. 
immigrant younger brother of a noted 
Hamburg banker, Max Warburg, personal 
adviser to the German autocrat Kaiser 
Wilhelm II. The two Warburg banking 
brothers on both sides of the Atlantic en-
ergetically pushed for German-American 
institutions that would offer an alternative 
to the British industrial and financial mo-
nopoly. They were convinced that Ger-
many and the United States were grow-
ing stronger year by year and that British 
power was falling.

Fourth, global connections are de-
stroyed by wars that arise out of tensions 
from a geopolitical landscape altered by 

globalization and also as a response to 
vulnerabilities and strategic interdepen-
dence. A tradition derived from the French 
legal thinker and political philosopher 
Montesquieu sees commerce as breeding 
peace. The same argument was made by 
the great 19th-century British free trad-
ers John Bright and Richard Cobden. The 
most famous account of the “peace idea,” 
that “intangible economic forces are set-
ting at nought the force of arms,” came 

from Norman Angell’s The Great Illusion 
(1913). Angell aimed to show how the 
character of rule and empire had changed 
as a consequence of economic interde-
pendence. He saw in this a fundamental 
contrast to the imperialism of the Roman 
model, which relied on the extraction of 
tribute from subject populations. “Rome 
did not have to create markets and to find 
a field for the employment of her capital. 
We do.”

But interdependence made it 
possible to use the threat of systemic 
disruption as an instrument of power 
policy (Lambert, 2012). The complexity 
of networks in a globalized world and 
the way they can be used to propagate 
influence make them an ideal instrument 
in the struggle of powers. At the same 
time, strategies that use network power 
are not simple: the threat of disruption 
can easily come back to bite its originator. 
In World War I, all sides experimented 
with strategic disruption. Britain started 
the war with a major blockade, and in 
1917 Germany went for unconditional 
submarine warfare, but in both cases the 

One lesson for Europeans 
is the need for a more 

secure asset and a better 
market for government 

bonds, which would 
involve moving to a 

standardized European 
security that resembles 
the U.S. Treasury bill.

G l o b a l  E c o n o m y
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strategy backfired. By then of course it 
was too late.

Lessons of Globalization
At each stage in the globalization 

cycle, we tend to extrapolate from current 
developments and to think that this par-
ticular phase will last forever—whether it 
is the confident upswing or the stagnation 
and anger of the downward movement. A 
break in the upward trend then produces 
profound disorientation and disillusion.

In the aftermath of the recent global 
financial crisis, a logic similar to that of a 
century ago drove German and American 
bankers not only to want to reform their 
financial institutions, but to think about 
a new financial and economic shape for 
the world. The United States, although 
the original epicenter of the 2007–08 
financial crisis, pulled through better than 
other advanced industrial areas because 
of the depth and sophistication of its 
financial system. The experience has 
prompted broad discussion in Europe and 
Asia of ways to emulate the sophistication 
and robustness of the American system, 
just as Germans and Americans sought 

to learn from the model of the city of 
London and the Bank of England after 
1907.

As was true a century ago, different 
parts of the world focus on various les-
sons taught by instability. For Chinese 
policymakers, the central focus is on giv-
ing their country a much greater role in 
trade finance, with a rapidly increasing 
proportion of foreign trade denominated 
in renminbi. The Chinese are reproducing 
their version of the American debate at 
the turn of the last century about the use 

of New York rather than London trade ac-
ceptances.

One lesson for Europeans is the need 
for a more secure asset and a better market 
for government bonds, which would in-
volve moving to a standardized European 
security that resembles the U.S. Treasury 
bill. This is the equivalent of the German 
discussion of a hundred years ago in the 
wake of 1907. Many European econo-
mists, as well as outsiders, see the virtue 
of the early American experience, when 
founding father Alexander Hamilton built 
the new republic around a consolidated 
national debt. But a standardized security 
demands internal political and constitu-
tional changes in the European Union that 
may be difficult to contemplate—just as 
full development of Germany’s debt mar-
ket in the early 20th century would have 
ultimately required much more extensive 
constitutionalization.

Zero-sum Game
For some other countries, it appears 

that the primary lesson of the 2008 cri-
sis is that the world is inherently a place 
of conflict and that the great powers are 

A third hypothesis is 
that the volatility or 

breakdown of finance 
prompts discussion about 

the operation of the 
international system and 

greater sensitivity to 
the power dynamics of 

the global stage. 

playing a zero-sum game in a struggle 
for hegemony (Rachman, 2011). It is 
hardly surprising that the targets of this 
intense financial diplomacy look around 
for alternatives to the dollar and the in-
ternational financial system. As an im-
mediate response to the financial cri-
sis, Russian President Vladimir Putin, 
speaking in Sochi in September 2008, 
conspicuously revived French critiques 
from the 1960s of the exorbitant privi-
lege of the U.S. dollar—that because of 
its status as the global reserve currency 
it is not subject to the same market con-
straints as other currencies. It is hard to 
explain Putin’s position after 2008 in any 
way other than as a reflection of the les-
son he took from 2008, which at the time 
seemed to be U.S. vulnerability. A major 
feature of the Chinese-Russian gas deal 
in 2014 was that the sales were not priced 
in dollars—which satisfied China’s desire 
for increased prominence of the renminbi 
and Russia’s goal of reducing reliance on 
the dollar in international commerce. Mi-
grations too increase after financial crises 
and after destructive wars and conflicts.

A Vision of Hope
At the inaugural session of the 

Bretton Woods international monetary 
conference in 1944, then U.S. Treasury 
Secretary Henry Morgenthau expressed 
his vision:

“I hope that this conference will 
focus its attention upon two elementary 
economic axioms. The first of these is 
this: that prosperity has no fixed limits. It 
is not a finite substance to be diminished 
by division. On the contrary, the more 
of it that other nations enjoy, the more 
each nation will have for itself…. The 
second axiom is a corollary of the first. 
Prosperity, like peace, is indivisible. We 
cannot afford to have it scattered here or 
there among the fortunate or to enjoy it at 
the expense of others.”

The French word “globaliser” has 
a rather different meaning than it has in 
English (when French people speak of 
globalization, they generally use the term 
“mondialisation”). Globaliser means to 
establish links between various issue ar-
eas: security and economics, for instance, 
or more generally between the assess-
ment of different kinds of risks. At the 
end of World War II, in devising a new 
order for peace, the United Nations and 
the multinational economic institutions 
were designed with a deliberate symme-

try: the five most powerful states were 
the five permanent members of the U.N. 
Security Council. These also had the five 
largest quotas, and permanent seats, at the 
World Bank and the International Mone-
tary Fund. But the political and economic 
systems moved apart as the Soviet Union 
failed to ratify the Bretton Woods agree-
ments and the Communist Revolution left 
the small Republic of China (Taiwan) at 
first holding the IMF seat. The People’s 
Republic of China took over that seat 
only in 1980.

The vision of 1944–45 was all about 
linkages between political and economic 
areas. But the subsequent separation of 
the economic and political arenas made 
issues in both harder—or impossible—
to solve. To try to do so requires a 
revival of the spirit that prevailed at the 
end of World War II in order to devise 
institutional settlement that has not 
only the technical means to soften the 
blow of financial crises but that can 
also bring countries together in more 
general agreement about shared ways of 
proceeding. 

By: Harold James
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Without identifying the root 
causes of the problem, no effi-
cient solution could be sought. 

This clear order of common sense is often 
overlooked in the analysis of issues per-
taining to Iran’s economy. The reason for 
the emergence of such a dilemma rests in 
the complexity of economic phenomena 
and sound diagnosis of cause and effect 
relationship among them which, in itself, 
returns to the lack of a coherent scientific 
theory for explanation of the issue.

The point which most of the time is 
neglected, is the presence of the concept 
of the market in all economic phenomena; 
no economic proposition, either macro or 
micro, can be found wherein the concept 
of price and as a result the market, is not 
concealed in it. Therefore, understanding 
complicated economic phenomena and 
the causal relationships governing over 
them calls for recognition of the market 
and its actual functioning. 

The most important function of the 
market is to specify the exchange rate 
or the relative price which, as a sign 
shows the relative scarcity of resources 
in relation to the constantly changing de-
mands of human beings. With regard to 
the changing physical condition of the 
resources, technological advances, and 
perhaps most important of all, evolution 
in human demands and desirability, it 
could be said that the relative prices are 
constantly exposed to changes. Speaking 
about price stabilization in fact is nothing 
but rejection of the reality about existence 
of the market. In this way, the market 
can be considered the online notification 
system about the constantly changing 
relative scarcity of resources due to the 
developments in the physical and tech-
nological conditions, as well as taste ten-
dencies of human beings. 

It is on the basis of market price in-
formation that economic players, either 
consumers or manufacturers, can use rare 
resources in an optimal or favorable form 
in order to let “optimum allocation” of 
rare resources take place in the society. 
Any disruption in this information dis-
semination system would naturally result 
in making decisions on the basis of incor-
rect information which would deprive 
the society of the efficient use of the rare 
resources. Sound decision making cannot 
be made with incorrect information. By 
accepting such a theoretical framework, 
one can say with certainty that the main 
cause of most economic problems, which 

a question that is disruption in dissemina-
tion of information of the market system. 
The ownership of the country’s water 
and energy reserves, in common, belongs 
to the entire people of Iran and the gov-
ernment, as the representative or the le-
gal representative of the owners, should 
subject the use of these reserves to the 
maintenance of the rights of the owners. 
In other words, the use of these reserves 
should be through the payment of their 
real price, namely by considering the 
physical and technological conditions as 
well as desirability of the consumers. But, 
since the governments from a distant past 
have not soundly undertaken their duties 
in safeguarding the ownership rights of 
their clients and have merely considered 
short-term political interests, the result of 
their performance has been nothing but 
wastages of these resources. 

On the use of rare underground wa-
ter reserves in agricultural areas not only 
no price has been required from the con-
sumers but in practice in different ways 
subsidies have been paid to their activities 
which are devoid of any economic justi-
fication. Wheat production by using en-
ergy subsidies has been achieved through 
widespread waste of water resources and 
has been encouraged with a reward as 
guaranteed purchase at a price higher than 
the world prices. The main cause of the 
destruction of underground water resourc-
es has been the incorrect price set by the 
government for the agriculture sector by 
every means which means active partici-
pation in encouraging the plunder of com-
mon properties of the people. Despite the 
slogans of some authorities on water crisis 
this destructive policy is still being prac-
ticed by spending out of public resources.

 I would like to remind that the gov-
ernment in order to implement a policy of 
food self-sufficiency in the Persian year 
1395 (2016-2017), with borrowing and 
fanning the flames of budget deficit, spent 
about 150 thousand billion rials on guaran-
teed purchase of wheat and since the pur-
chasing price was twice the international 
prices, traffickers were encouraged to im-
port wheat and sell it to the government, 
and the government is now faced with the 
problem of surplus wheat reserves! 

The policies governing the energy 
sector more or less have the same situa-
tion. The government by holding down 
the prices of energy carriers within the 
country is sending the wrong signals to 
the consumers ranging from corporations 

or households and encourages them to ir-
regularly consume rare energy resources. 
It is more than two years that the nomi-
nal price of gasoline in the country has 
not been changed; while during the same 
period the general level of prices has 
increased by more than 20%. In other 
words, the relative or real price of gaso-
line in this period has decreased by 20% 
and naturally its consumption and traf-
ficking has increased so much so that do-
mestic production does not meet demand 
and the government has inevitably turned 
to the import of gasoline. 

All of this is happening while our 
metropolises are all severely suffering 
from air pollution -- a pollution which en-
tails human and financial losses. It is said 
that over 70% of the pollution is related 
to auto fuels. Added to this, the govern-
ment is heavily plagued by financial bot-
tlenecks and in order to meet some of its 
costs inevitably it has to borrow from dif-
ferent sources. Here too, the main prob-
lem rests in government’s indifference 
towards economic logic and giving false 
price signs to the economic players. But 
it should be noted that the catastrophic re-
sults of the government’s anti-economic 
behavior is not confined to the common 
water resources; rather anytime the mar-
ket system has been distorted through the 

Major Problems of 
Iran’s Economy

Dr. Mousa Ghaninejad, Senior Economist

emerges from the wastage resulting from 
the incorrect use of the resources, is due 
to the disruption created in the informa-
tion dissemination system of prices. In 
societies like Iran, where there is no or-
ganized market for any reason, such a di-
lemma exposes itself with more severity. 

Pointing to two specified cases about 
Iran’s economy will shed further light on 
the subject. For consecutive years, our 
country has been standing on the first 
front of the countries with highest per 
capita consumption (read wastages) of 

the most important natural resources; that 
is water and energy. These days, experts 
are constantly referring to the unwise use 
of water resources in the country and the 
impending and catastrophic water crisis. 
On the other hand, consumption of all 
types of energy carriers in our country in 
comparison with the world average is in-
tensely high; this is to the extent that in 
spite of possessing huge oil and gas re-
serves, we are forced to import significant 
amounts of gasoline from abroad. 

The root of both problems returns to 

interference of the government similar 
results have been achieved.

Major economic problems of our so-
ciety are that markets due to government 
interventions do not act properly and by 
giving false price signals cause deviation 
in the allocation of rare resources. In or-
der to solve the economic problems the 
causes should be dealt with not the ef-
fects. The drop in the level of revenues, 
shortage of general demand, stock sur-
plus in the warehouses of corporations, 
and the massive unemployment are not 
the main reason for economic problems, 
rather they all are the effects of a cause. 
Corporations, due to receiving incorrect 
price information from the disturbed and 
manipulated markets have made wrong 
decisions and are faced with the problem 
of their product not being sold. 

This problem might be solved 
temporarily by stimulating the demand 
through the trick of granting a variety of 
subsidies to consumers or through export, 
the measure the government took in 1394 
(2015-2016) in the automotive industry; 
but the result would be nothing except 
procrastination, stockpiling and com-
plicating the problems. The mushroom 
growth of credit institutes which have 
brought the monetary and financial sector 
to a standstill through their irresponsible 
behavior is the result of incorrect policies 
for the suppression of money market on 
the one hand, and the unsparing powerful 
injection of money by the Central Bank 
on the other. 

The merger of these institutions is 
not the ultimate solution. As long as the 
prescribed policies are governing over 
the money and credit market, this dilem-
ma will continue in various forms. This 
string is too long and in all economic sec-
tors there are numerous similar examples. 
The 11th government despite its valuable 
achievements in foreign policy and in re-
storing tranquility to the national econo-
my, unfortunately failed to deal with the 
main cause of economic dilemmas, that is 
to say the inefficiency of the information 
dissemination system of the market due 
to different interventions in its mecha-
nism and powerful presence of institu-
tions suppressing the market. 

Could the 12th government be ex-
pected to focus its economic approach to 
the major economic problems? The initial 
answer to this question could perhaps be 
found in the composition of the economic 
team of the 12th government. 

Major economic problems 
of our society are that 

markets due to government 
interventions do not act 
properly and by giving 
false price signals cause 

deviation in the allocation 
of rare resources.
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France wasted no time in rebuilding 
its economic ties with Iran since 
international sanctions were 

lifted as part of Tehran’s nuclear deal 
with world powers.

In early 2016 — just after the 
sanctions began to roll back — France 
made deals with Iran to sell Airbus 
commercial jets, return carmaker 
Peugeot and have energy giant Total buy 
Iranian crude oil.

Another big bet by France was made 
(July 3rd) as Total signed a multibillion-
dollar deal to help develop part of the 

massive South Pars gas field, one of the 
world’s most extensive energy reserves. 
The pact with the National Iranian Oil 
Co. marks the first major Western invest-
ment in Iran since the nuclear deal was 
reached in 2015.

An even bigger message sent by the 
deal is that France and the United States 
are blazing different paths when it comes 
to Iran’s vast oil and gas fields.

French leaders and business envoys 
spent months hammering out the Total 
deal. In Washington, President Donald 
Trump has not missed any opportunity to 
take potshots at the nuclear deal as part 
of his attacks on all things Obama.

It has left US oil companies wait-
ing on the sidelines for clues on whether 
they could one day get official clearance 

the project in strict compliance with 
applicable national and international 
laws,” he said.

“We aren’t a political organization, 
but I hope this agreement will encourage 
other companies to come to Iran because 
economic development is also a way of 
building peace,” he told AFP.

“We are here to build bridges, not 
walls,” he added.

The deal, worth $4.8 billion, was 
signed in Tehran by the National Iranian 

France’s Total 
Bets Big on 

Iran’s Gas Fields

Oil Company Managing Director Ali 
Kardor, Total Chief Executive Officer 
Pouyanne and executives of China Na-
tional Petroleum Corporation and Pet-
ropars, the French company’s partners in 
the South Pars project. 

According to Kardor, with oil at $50 
a barrel, Iran can make $84 billion from 
the gas deal by the end of the term of the 
contract. Natural gas prices are closely 
associated with the price of crude oil.

The project in South Pars, a field 

“Today, for Total, 
is a historic day, the day 
we come back to Iran,” 

Total CEO Patrick 
Pouyanne said at 

the signing ceremony in 
Tehran on July 3.

to make a foray into the Iranian market. 
A push in Congress for new sanctions on 
Iran — in response to Tehran’s ballistic 
missile tests — suggests that it could be 
a long time before US oil companies can 
look in Iran’s direction.

Total will invest an initial $1 billion 
(880 million euros) in the South Pars 
offshore gas field as part of a consortium 
with Chinese and Iranian firms.

The 20-year project, which will 
eventually see the firms inject $4.9 
billion, is by far the biggest vote of 
confidence in the Islamic Republic since 
sanctions were lifted under the 2015 
nuclear deal.

“Today, for Total, is a historic 
day, the day we come back to Iran,” 
Total CEO Patrick Pouyanne said at the 
signing ceremony in Tehran on July 3.

“We are proud and honored to 
be the first international company to 
sign an IPC (Iran petroleum contract), 
which offers an attractive commercial 
framework, and to therefore contribute 
to the development of relations between 
Europe and Iran. Total will develop 
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shared between Iran and Qatar, is the 
first under a new Iranian petroleum 
contract which offers better terms to 
foreign investors but has faced intense 
criticism from hardliners who said it was 
too generous.

The first phase of the South Pars 
gas field development is estimated to 
cost about 2 billion dollars, Total said in 
a statement. It consists of 30 wells and 
two wellhead platforms connected to 
existing onshore treatment facilities by 
two subsea pipelines. A second phase, 
which involves the construction of 
offshore compression facilities, will be 
launched at a later stage.

IRI Oil Minister Bijan Namadar 
Zangeneh said the deal was a direct result 
of moderate President Hassan Rouhani’s 
resounding re-election victory in May 
and strong public support for rebuilding 
ties with the West.

“The people said firmly that our 
oil policies should continue,” he said. 
“We shall never forget Total being the 
forerunner.”

Zangeneh said Iran’s oil industry 
needs some $200 billion in investment 
over the next five years, and European 
firms have been hungrily eyeing oppor-
tunities in a country with the world’s 
second-largest gas reserves and fourth-
largest oil reserves. But they have been 
cautious about investing due to continu-
ing US sanctions.

Total has appointed a compliance 
officer with the sole task of ensuring it 
does not fall foul of US measures against 
Iran.

The White House is also in the 
midst of a 90-day review on whether to 
abandon the nuclear deal entirely, which 
President Trump threatened to do during 
his election campaign.

The uncertainty has been enough 
to deter global firms such as BP from 
dipping their toes in Iranian waters, 
while Shell and Russia’s Gazprom have 
signed only preliminary deals to date.

US Hostility
Even without the threat of sanc-

tions, investing in the Iranian economy 
is not for the faint-hearted.

Iran’s large population of middle-
class consumers presents an irresistible 
opportunity for many businesses in Eu-
rope and beyond.

Any attempt to scupper the nu-

clear deal will likely face major push-
back from its other signatories: Britain, 
France, Germany, China and Russia.

Iran’s Foreign Minister Mohammad 
Javad Zarif was warmly received by 
EU leaders last month and tweeted that 
they were committed to the nuclear deal 
“despite reckless US hostility”.

At the signing ceremony, Pouyanne 
said: “Total has a long history in Iran,” 
pointing to its development of phases 
two and three of South Pars in the 1990s.

It will take a 50.1 percent stake in 
the new phase 11 project, while China 
National Petroleum Corporation (CNPC) 
will own 30 percent and Iran’s Petropars 
19.9 percent.

The aim is to start pumping into 
Iran’s domestic grid in 2021, eventually 

reaching 56.6 million cubic meters (2 
billion cubic feet) of gas per day.

Iranian officials said the products 
would be worth a total of $54 billion at 
current prices.

Total had signed up to develop 
phase 11 back in 2009 but was forced 
to abandon its Iranian projects in 2012 
when France joined European Union 
partners and imposed sanctions, includ-
ing an oil embargo.

Total’s agreement is one of the 
first to be signed under the IPC, a new 
contractual framework for the Iranian 
upstream oil and gas sector, which was 
ratified in September, and followed 
by the government’s announcement to 
hold the first round of tenders under the 
framework.

The IPC framework creates a more 
attractive environment for foreign inves-
tors, and the deal with Total makes it 
clear that the new contracts are function-
ing as they should.

With the older contracts, the com-
panies would come and just develop the 
field and leave,” he says. “Today, these 
contracts are 20-year in nature and the 
international operator has a share in that 
field. Another obligation is that everyone 
will cooperate, and the Iranian side has 
to be a part of this contract.

Total has been testing a number of 
European banks – without naming them 
– in order to establish ease of transac-
tions in the last couple of months. As 
CNPC is involved in the deal, Chinese 
banks are also more than likely to be in-

volved.
Total will begin producing gas for 

the Iranian market in 2021, at which 
point the project is expected to have a 
capacity of 2 billion cubic feet per day, 
the equivalent of about 400,000 barrels 
of oil.

Who Else Is Ready to Invest in 
Iran?

Already, India, one of Iran’s most 
steadfast trading partners, announced 
that a consortium of domestic businesses 
would offer up to $11 billion to develop 
another of Iran’s natural gas fields, Far-
zad-B field, and create the infrastructure 
to export the fuel, Bloomberg reported, 
citing Narendra Kumar Verma, manag-
ing director of the overseas investment 
unit of India’s largest explorer, Oil & 
Natural Gas Corp.

Iran is the second-largest supplier 
of crude oil to India, and, as a result, In-
dia is one of the largest foreign investors 
in Iran’s oil and gas industry. However, 
fraught diplomatic relations between 
Iran and other states have made it a dif-
ficult relationship to uphold.

Under US sanctions, which were 
reinforced in June, India has been unable 
to trade with Iran using the dollar – the 
world’s premier reserve currency – 
and had to defer payments or revert to 
payments in rupees and, more recently, 
euros.

Europe Will Not Be Bullied by US
According to analysts, the deal 

marks a new era in Iran’s upstream sec-
tor. They believe the political signifi-
cance is even higher than the economic, 
as the deal demonstrates that Europe is 
serious about Iran and will not be bullied 
by the US.

The deal could break the “taboo of 
investing in Iran” that exists among ma-
jor companies today. This also goes for 
the many Western banks which thus far 
have stayed away from Iranian business 
altogether, for fear of falling foul of the 
US sanctions that remain in place. 

Observers expect other international 
companies to follow Total and abandon 
the fears of investing in Iran. As the 
volume of these investments get bigger 
and bigger, it will be very difficult 
for banks to ignore such deals. It will 
compel them to gradually open up their 
relationships with Iran.  

“We are proud and 
honored to be the first 
international company 

to sign an IPC (Iran 
petroleum contract), 

which offers an attractive 
commercial framework, 

and to therefore 
contribute to 

the development of 
relations between 
Europe and Iran. 
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For the first time in Iran’s aviation 
history, a woman has taken the 
helm at the national airline Iran 

Air which has signed deals with Airbus 
and Boeing for the purchase of about 200 
passenger planes.

Farzaneh Sharafbafi was named 
the new CEO of Iran Air in July, 
replacing Farhad Parvaresh who is about 
to represent Iran at the International 
Civil Aviation Organization (ICAO) in 
Montreal, Canada. 

Sharafbafi, 44, has a PhD in 
aerospace. She was formerly a member 
of Iran Air’s board as the director of the 
company’s research department.

She has also helped implement sev-
eral aviation projects and taught various 
aerospace courses at the prestigious Amir 
Kabir University of Technology and Sha-
hid Sattari University of Aeronautical 
Engineering.

 “I hope I will be able to save the 

Iran Air First 
Female CEO 
Takes Office
Sharafbafi, 44, has a PhD in aerospace. 
She was formerly a member of Iran Air’s board as 
the director of the company’s research department.
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face of women in the aviation industry 
and make them proud,” she told the Fi-
nancial Tribune on the sidelines of a for-
mal ceremony held on the occasion of her 
taking office in Homa headquarters.

Addressing a crowd of government 
officials, Homa managers and reporters, 
she said Iran Air should “boost capabili-
ties to be able to utilize the existing fleet 
in the best possible way.”

Among her plans, she referred to “a 
comprehensive renovation and restruc-
turing of Homa”, including the hierarchi-
cal and technical structures as well as the 
company’s wage payment system; and 
also improvement of its management re-
garding quality, safety and security.

She said she would “improve the 
quality of Iran Air’s services to give the 
company a competitive edge in regional 
and global scale … through cooperation 
with prominent global aviation compa-
nies …, ICAO and IATA.”

During the ceremony, the company 
bid farewell to Farhad Parvaresh who led 
the airline for more than eight years, a pe-
riod he described as the hardest years for 

the flag carrier.
His term coincided with the toughest 

international sanctions on Iran’s financial 
transactions, as well as tight international 
restrictions imposed on Homa. And those 
came as the company was already subject 
to general unilateral embargoes imposed 
by the United States since 1979.

In the late 1970s, Homa used to be 
an unrivaled airline in the Middle East in 
terms of profitability and the second saf-
est airline in the world. The airline was 
launched in 1961, following a merger 
between Iranian Airways—founded by 
private investors in the 40s—and Persian 
Air Services.

Shortly after the Islamic Revolution, 
Iran Air lost access to new planes, manu-
als, spare parts and services from global 
plane makers. As its fleet aged it lost in-
ternational routes to emerging airlines in 
Turkey and Persian Gulf states.

But as the sanctions were tough-
ened amid escalated tensions over Iran’s 
nuclear program in 2010, the airline faced 
safety inspections by the European Avia-
tion Safety Agency and some of its planes 

were banned from flying in EU airspace; 
though the EU denied the measure was 
related to the sanctions.

Moreover, as of 2010, Homa’s 
planes were subject to a refueling ban in 
many major European airports. Planes 
had to land in a third country to refuel on 
their way home from a visit to Europe.  
This effectively increased flight costs and 
led to significant delays. 

Addressing the ceremony, Parvaresh 
said up to 60 of the company’s European 
bank accounts were shut after 2010, and 
the company had to carry cash to make 
and receive payments.

These restrictions were eased after 
the nuclear crisis came to an end. A land-
mark deal between Iran and the world 
powers was signed in 2015, and went into 
effect in January 2016, to grant Iran a re-
lief from sanctions in exchange for limits 
on the country’s nuclear program.

The flag carrier secured massive or-
ders from giant plane manufacturers af-
terwards. Its orders include 100 Airbus, 
80 Boeing and 20 ATR passenger planes, 
with an aggregate value of $20-30 billion, 

based on Iranian estimates. The list prices 
top $30 billion.

Challenging Task
Iran has so far been delivered seven 

aircraft. The three Airbus and four ATR 
planes have all been financed by their 
manufacturers. Airbus and ATR have 
agreed to finance a few more.

However, the prospects of financing 
the rest of the planes are still murky, as 
major European banks and big financial 
institutions are still hesitant to engage 
with Iran fearing US penalties.

Speaking to the Financial Tribune 
after the ceremony, Head of Iran Civil 
Aviation Organization Ali Abedzadeh 
said Iran and the plane makers have yet to 
figure out a financing solution.

“Talks are still in progress,” he said, 
adding financing issues should be re-
solved before Iran Air receives the rest of 
the planes.

As part of the plane deals, 32 aircraft 
are scheduled to land in Iran by the end 
of 2018. Those include 16 turboprop ATR 
planes, five of them are to be delivered by 
the end of December.

According to the Deputy Minister of 
Roads and Urban Development Asghar 
Fakhrieh-Kashan, Iran hopes to resolve 
the financing issues by putting out a ten-
der, in which 10 companies from Japan, 

Norway, Denmark, China, Ireland and 
Britain have already expressed readiness.

The Iranian carrier is scheduled to 
receive four Airbus A320s by the year-
end, five of the European plane maker’s 
A321s and four A330s next year. Three 
Boeing 737 deliveries are also planned  
for 2018.

The financing of the planes will be a 
challenge for Iran Air’s newly appointed 
CEO.

But even when the financing deals 
are finalized, there are other major steps 
Iran Air should take to optimize its rev-
enues from the new jets.

While Homa has acquired a handful 

of new jets, this now needs to be matched 
with new routes and greater connectivity 
and codeshare pacts so that travelers have 
more options beyond Iran Air’s current 
network.

Moreover, alongside attempts to re-
new its aging fleet, officials are consider-
ing listing the company on both Tehran 
Stock Exchange and international equity 
markets. However, an outdated and un-
economical structure is tying their hands 
for the time being.

According to Minister of Roads and 
Urban Development Abbas Akhoundi, 
the airline plans to meet international 
standards through enhanced management 
and training to pave the way for its 
privatization.

There is a major hurdle pertaining to 
Iran Air’s pension fund, which accounts 
for a sizable portion of the carrier’s costs. 
The government is working to resolve 
this issue within six months.

Parvaresh said that his company 
paid 3.85 trillion rials (more than $1 
billion) in salaries during the eight years 
of his management. “Of this amount 1.15 
trillion rials ($304 million) pertained to 
the retired employees.”

“Homa’s problems are manifold,” he 
said. “Ms. Sharafbafi will need help. I’m 
asking everyone to help her.” 

 “I hope I will be able to 
save the face of women 
in the aviation industry 
and make them proud,” 

she told the Financial 
Tribune on the sidelines 

of a formal ceremony 
held on the occasion of 

her taking office in Homa 
headquarters.
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In the space of 18 months, Iran has set 
about what amounts to a complete 
overhaul of its aviation sector. Since 

most international sanctions were lifted 
on the country in January 2016, its 
airlines have placed orders for more than 
300 new aircraft and options for a further 
50 planes.

To put that in context, these orders 
are twice as large as the entire fleet of 
planes currently being flown by the 
country’s 17 commercial airlines.

Until sanctions were eased early last 
year, Iranian airlines had found it impos-
sible to buy new aircraft or spare parts 
and they were often forced to cannibal-
ize some planes to keep others in the air. 
Although they theoretically had a fleet 
of 250 planes, around 100 of them were 
sidelined, having broken down or been 
stripped for parts, meaning only 150 were 
taking off and landing on a regular basis.

The main beneficiary from the 
spending spree to date has been Europe’s 
Airbus, which has attracted a mix of firm 
orders and memorandums of understand-
ing for 173 aircraft. Its chief rival Boeing 
has accrued orders and options for 140 
planes, while the smaller European turbo-
prop-maker ATR has attracted orders and 
options for 40 aircraft.

The most active buyer has been 
Iran Air, the country’s flag carrier. It has 
placed orders and options for 220 new 
planes from Airbus, Boeing and ATR, 
covering both wide and narrow-bodied 
jets as well as turboprops.

Among the country’s smaller car-
riers, Iran Aseman Airlines has lined up 
30 new Boeing 737 Max 8 jets, with op-
tions for 30 more. Iran Airtour has signed 
a memorandum of understanding for 45 
Airbus A320neo aircraft. And Zagros 
Airlines has signed a memorandum of un-
derstanding for 28 Airbus aircraft, includ-
ing 20 of its A320neo model and eight of 
its larger A330neo.

In total these orders add up to sev-
eral tens of billions of dollars’ worth of 
business. For example, the Iran Air order 
with Boeing – which covers 80 aircraft – 
is worth a total of $16 bn at list prices. 
The deal with Iran Aseman Airlines is 
valued at $6 bn, assuming options on all 
the aircraft are taken up.

The first contracts were announced in 
February 2016, when Iran Air signed the 
deal for 40 ATR planes. There followed 
several months of talks and negotiations 
with potential suppliers and no further 

Iran Is 
Transforming Its 
Aviation Industry

Around 40 New Routes Opened up 
between Iran and Destinations around 

the Persian Gulf and in Europe and 
Asia Since Sanctions Were Lifted

deals were announced until December 
of that year. Since then, though, there 
has been a flurry of new orders. Deals 
covering 180 aircraft were announced 

that month, followed by agreements for 
60 more in April 2017 and a further 73 
aircraft in June 2017.

These aircraft orders remain contro-

versial in some quarters and require ap-
proval from the US Treasury’s Office of 
Foreign Assets Control to go ahead. To 
date, Boeing has yet to make any deliv-
eries, but new planes from other manu-
facturers are already carrying paying pas-
sengers. The first of Iran Air’s new Airbus 
A320s arrived in January and an A330 
was delivered to Tehran’s Mehrabad air-
port in March this year. In May, the first 
ATR 72-600 aircraft touched down in 
Iran; the rest of them will arrive before 
the end of 2018. 

Not everyone is winning though. 
Some other manufacturers have yet to 
announce any firm orders, including 
Canada’s Bombardier, Brazil’s Embraer, 
Japan’s Mitsubishi and Russia’s Sukhoi, 
with some deals mooted but then 
abandoned. However, with a dozen or so 
Iranian airlines yet to announce any new 
purchases, there is still the potential for 
these producers to win orders too.

There is little doubt that the new 
planes are badly needed. Most of the 
aircraft in service with Iranian airlines are 
well over 20 years old, according to data 
from Airfleets.net. Safety concerns mean 
some airlines and aircraft are banned by 
international regulators. For example, 
Iran Aseman Airlines is barred from 
flying to or from the European Union 
while Iran Air is not allowed to fly there 
with its aging Boeing 747 plane, which 
will be 30 years old next year.

The opening up of the Iran market 
also holds benefits for airlines from other 
countries. Around 40 new routes have 
opened up between Iran and destinations 
around the Persian Gulf and in Europe 
and Asia since sanctions were lifted.

Airbus says that from 2015 to 
2016 the number of seats available on 
flights between Iran and both the UAE 
and Turkey – the two most important 
international routes – increased by 10%. 
There are now more than 3.5 million 
seats available between the UAE and Iran 
every year, and more than 2.5 million to 
and from Turkey.

Growth in traffic between other des-
tinations has been even more dramatic. 
There was a 65% increase in seat avail-
ability to and from Italy, a 68% increase 
with the UK and 109% with France. For 
passengers on those routes, opting to 
fly with an Iranian airline in the years 
to come will be an easier decision if 
they know it will be on a modern plane. 
(Forbes.com) 
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Iran’s Qeshm Air has unveiled a pre-
liminary agreement with Boeing to 
buy 10 B737Max passenger jets.
The airline’s CEO Mahmoud Shek-

arabi said (June 22) that the agreement 
was signed recently in Tehran follow-
ing talks at IATA’s 73rd Annual General 
Meeting held in Cancun, Mexico, on June 
4-6.

“During this event we had the op-
portunity to meet with top executives of 
prominent global plane manufacturing 
companies, including Boeing, Airbus and 
a few others,” he was quoted by the Ira-
nian media as saying.

“Boeing expressed readiness to sell 

planes to Qeshm Air, and in follow-up 
meetings in Tehran… we reached a good 
deal,” he added.

Shekarabi said Boeing has commit-
ted to receiving all the required permits 
for the order, including those from the US 
Treasury Department’s Office of Foreign 
Assets Control (OFAC), adding deliver-
ies would start as of 2022.

The contract will be in the form of 
finance and the order is expected to be fi-
nalized by early August, according to the 
chief executive, who added that Qeshm 
Air is also planning to buy five second-
hand Boeing 737-800 aircraft.

The airline’s announcement came 

after Iran’s Zagros Airlines and Iran Air-
tour signed memoranda of understand-
ing with Boeing’s European rival Airbus 
to purchase a total of 73 A320neo and 
A330neo aircraft.

Two Iranian Airlines to 
Buy 73 Airbus Jets

Airbus said (June 22) two Iranian 
airlines had committed to buying 73 
planes in a last-minute flurry of deals for 
the European plane maker at the Paris 
Airshow.

Iranian domestic carrier Zagros Air-
lines signed a memorandum of under-

standing (MoU) to buy 20 Airbus A320n-
eo jets and eight A330neo aircraft, while 
privatized Iran Airtour signed a MoU for 
45 A320neos.

Iran has ordered more than 200 
planes since international sanctions 
against the country were lifted last year in 

return for curbs on the country’s nuclear 
activities.

Iran Air has ordered 100 planes from 
Airbus, 80 from US rival Boeing and 20 
ATR turboprops but implementing the 
deals has been hampered by uncertainty 
over financing.

More Iranian Airliners Initial 
Deals with Boeing, Airbus

Boeing has also signed a deal for 
30 737 MAX jets with Iran’s Aseman 
Airlines, which is managed as a private 
company and owned by Iran’s Civil 
Servants Pension Organization.

Iran Airtour was established as a 
subsidiary of Iran Air and privatized in 
2011 but maintains a status as subsidiary 
of the national flag carrier.

Zagros Airlines is a private carrier.
Airbus Chief Operating Officer and 

plane making president, Fabrice Bregier 
said he did not believe the deals were 
related to political issues.

The company said the MoUs were 
contingent upon all necessary approvals, 
including from the US Treasury’s Office 
of Foreign Assets Control. Airbus sales 
chief John Leahy said he expected the 
US approvals within the next couple of 
months.

Airbus said it would continue to act 
in full compliance with the Iran nuclear 
deal, also known as the Joint Comprehen-
sive Plan of Action, and associated rules.

A v i a t i o n
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Iran Airtour Commits to 
45 A320neo Aircraft

Tehran based Iran Airtour Airlines, 
has become Airbus’ newest customer for 
the A320neo Family after signing a mem-
orandum of understanding (MoU) for 45 
aircraft at the Paris Air Show (June 2017).

Celebrating 45 years since establish-
ment, the carrier now has been added to 
Airbus’ list of new customers. Operating 
scheduled services to domestic and inter-
national markets, Iran Airtour will benefit 
from the new aircraft to modernize its 
fleet and expand its operations to domes-
tic and international markets.

“The A320neo Family with its 
unique features enabling operational 
efficiency and reliability will contribute to 
our growth and expansion strategy,” said 
Majid Shekari, Chairman of Iran Airtour 
Airlines. “Our success as a domestic and 
regional airline will be reinforced by this 
investment in the world’s leading single-
aisle aircraft”.  

“This commitment for 45 A320neo 
Family aircraft demonstrates the confi-
dence airlines have in our successful mar-
ket leading single-aisle for its operational 
efficiency and unrivaled passenger com-
fort,” said Fabrice Brégier, Airbus COO 
and President Commercial Aircraft. “We 
are delighted to add Iran Airtour as a new 
Airbus customer and we look forward to 
our long-term partnership”.

The A320 Family is the world’s best-
selling single aisle product line. To date, 
it has won over 13,000 orders and more 
than 7,600 aircraft have been delivered 
to some 400 customers and operators 
worldwide. With one aircraft in four sizes 
(A318, A319, A320 and A321), the A320 
Family seats from 100 to 240 passengers. 
The Family features the widest cabin in 
the single aisle market with 18” wide 
seats in Economy as standard.

Zagros Airlines Places a Commitment 
for 28 New Airbus Aircraft

Zagros Airlines, one of the leading 
domestic airlines in Iran, has signed a 
memorandum of understanding with 
Airbus for the acquisition of 28 new 
aircraft, covering 20 A320neo and 8 
A330neo aircraft.

The commitment was signed (June 
22) at the 52nd Le Bourget Paris airshow 
by Seyed Abdolreza Mousavi, Zagros 

Airlines CEO and Airbus’ Brégier.
To date, Zagros Airlines is the larg-

est domestic single-aisle Airbus operator 
in Iran with 11 A320ceo Family aircraft.

“We are delighted to have been able 
to reach an agreement with Airbus for 
these new aircraft. We have been a loyal 
operator of the A320 Family and the per-
formance, operational and cost efficien-
cies of Airbus aircraft was the selling 
point for us to order these aircraft”, said 
Mousavi. “This represents a practical step 
for Zagros Airlines’ fleet renewal as well 
as expanding our operations both domes-
tically and internationally.”

Brégier said: “We thank Zagros 
Airlines for their trust in our most efficient 
single and twin-aisle product families. 
They will allow Zagros to modernize and 
expand its fleet with minimum change 
benefiting from our fleet commonality 
which is unique to Airbus.”

As the world’s leading aircraft man-

ufacturer, Airbus offers the most com-
prehensive range of passenger airliners 
from 100 to more than 600 seats. Airbus 
has design and manufacturing facilities 
in France, Germany, the UK, and Spain, 
and subsidiaries in the US, China, India, 
Japan and the Middle East. In addition, 
Airbus provides the highest standard of 
customer support and training through an 
expanding international network.

Challenge to Trump

The New York Times described the 
plane deals as a signal that the global 
aerospace industry is betting such sales 
to Iran will prevail despite increased 
hostility by the Trump administration.

The prospective deals, described by 
Airbus as memorandums of understand-
ing, are worth as much as $2.5 billion and 
were announced by the company at the 
Paris Air Show, an important sales event 
for plane manufacturers.

The paper said if completed, the 
deals would further solidify Iran as a 
significant customer in the industry, 
dominated by Boeing in the United 
States and Airbus in Europe. Desperate to 
rejuvenate an aging civilian fleet hurt by 
years of sanctions, the Iranian air carrier, 
Iran Air, has made arrangements over the 
past year to buy up to 140 planes from 
Boeing and 100 from Airbus.

The deals are permitted under the 
2015 nuclear agreement Iran reached 

with six major powers, which relaxed 
sanctions in return for Iran’s verifiable 
pledges of peaceful nuclear work. But 
the deals — even for the Airbuses — still 
must be licensed by the United States 
government because many components 
and technology in the aircraft are made in 
the US and are subject to export control 
regulations.

“While President Trump has railed 
against the nuclear accord with Iran, a 
country he has described as a pariah state 
that exports terrorism, his administra-
tion has grudgingly gone along with the 
agreement,” said the paper. He also has 
made no known moves so far to substan-
tively change export licensing policies.

The aircraft deals in particular have 
presented a challenge to Trump because 
they could support thousands of manu-
facturing jobs in the United States, a ma-
jor theme of his presidential campaign. At 
the same time, critics of Iran in the United 
States have urged him to stop those deals.

Richard Aboulafia, vice president of 
analysis at Teal Group Corp., an aviation 
consultancy, said the willingness of 
Airbus and Boeing to engage with Iran 
“reflects a belief that Trump will need to 
choose between jobs and foreign policy 
considerations, and he hasn’t proven 
particularly able to roll back international 
trade agreements.”

Farhad R. Alavi, managing partner 
at Akrivis Law Group, a Washington-
based firm that specializes in sanctions 
and export laws, said the aircraft deals 
had placed Trump in a conundrum.

“The civilian aircraft industry is one 
of a shrinking number of major manufac-
turing sectors where we maintain a very 
clear competitive advantage,” Alavi said. 
“A hard line saying ‘no’ to such major 
aircraft deals at a time when demand has 
dwindled elsewhere does not inspire con-
fidence in this president being committed 
to quality American jobs, particularly in 
the manufacturing sector.”

The effect of these orders on Ameri-
can aerospace jobs is unclear, partly be-
cause it depends on the avionics and en-
gines selected by the customer. But Justin 
Dubon, an Airbus spokesman, said the 
A320’s engines would be made at least 
partly in the United States.

To Iran’s detractors, announcements 
of the additional Airbus deals amounted 
to a new reason to put pressure on Mr. 
Trump to block them, commented the 
NYT report.  

Airbus said it would 
continue to act in full 

compliance with 
the Iran nuclear deal, 

also known as the Joint 
Comprehensive Plan 

of Action, and 
associated rules.

Aseman Airlines Signs Deal to 
Buy at Least 30 Boeing Jets

Iran’s Aseman Airlines has signed a 
tentative deal to buy at least 30 Boe-
ing 737 MAX jets, in the first new 

business with the US plane maker since 
President Donald Trump took office 
vowing to take a tougher stance toward 
Iran.

Owned by Iran’s Civil Servants 
Pension Organization but managed as a 
private company, Aseman is Iran’s third-
largest airline by active fleet size.

Iran’s official Islamic Repub-
lic News Agency said representatives 
of Aseman and Boeing had signed an 
agreement in Tehran covering as many 
as 60 jets, after a year of negotiations.

Aseman’s Managing Director Hos-
sein A’laei and Boeing Sales representa-
tive in the Middle East and Russia James 
Larson signed the final contract (June 
10) after one year of negotiations be-
tween the US aerospace giant and Iran’s 
third-largest carrier.

Boeing described the deal as a 
“memorandum of agreement,” meaning 
it is only outline for the time being and 
subject to government approvals. It cov-
ers plans for Aseman to buy 30 aircraft 
with options for a further 30, it added.

If completed, the main part of the 
deal for 30 jets would be worth $3.4 bil-
lion at list prices, though airlines typi-
cally pay around half that.

This is the second deal between the 
Chicago-based Boeing and an Iranian 
airliner since a landmark nuclear agree-
ment between Iran and world powers 
went into practice in 2016.

In December, Iran Air, the country’s 
flag carrier, finalized a $16.6 billion deal 
with Boeing to purchase 80 passenger 
planes.

In September, Washington granted 
permission to Boeing and its European 
competitor Airbus to sell billions of dol-
lars’ worth of aircraft to Iran.

Trump has said he opposes the nu-
clear sanctions pact, but has not stated a 
public view on the aircraft deals reached 
under the accord. Meanwhile, the US 
aerospace industry says would support 
his agenda for protecting US manufac-
turing jobs.

In a statement on the Aseman deal, 
Boeing cited US Department of Com-
merce data suggesting an “aerospace 
sale of this magnitude creates or sustains 
approximately 18,000 jobs in the United 
States”. 

Boeing deliveries to Aseman would 
start in 2022, although the US plane 
maker must first apply for licenses from 
the US Treasury allowing it to proceed 
with the sale.

“Boeing continues to follow the 
lead of the US government with regards 
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to working with Iran’s airlines and any 
and all contracts with Iran’s airlines are 
contingent upon US government approv-
al,” the Boeing statement said.

The Boeing sale must be cleared by 
the US Office of Foreign Assets (OFAC).

“We have finalized the deal and 
now we are waiting for OFAC permis-
sion within the next month,” Aseman 
spokesman Amir Reza Mostafavi said.

He said Aseman would pay five 
percent of the contract in cash, with the 
remainder paid through a financing deal 
organized by Boeing.

In December, the European Union 
banned Aseman from flying to the EU 
due to safety concerns, highlighting gaps 
in Iran’s ageing fleet following decades 
of sanctions.

Semi-Government Agencies

While Aseman operates as a private 
company, Iran’s Minister of Coopera-
tive, Labor and Social Welfare Ali Rabiei 
and Head of Civil Aviation Organization 
Ali Abedzadeh attended the signing cer-
emony.

Rabiei is the chairman of Board of 
Trustees of the Civil Servants Pension 
Organization. 

Aseman Airliner was ceded to the 
Civil Servants Pension Organization in 
2002 and is therefore considered a semi-
government company.

Commenting on the status of Ase-
man Airlines, Rabiei said it was becom-
ing more and more stable every day. “In 
2013/14 the company had eight planes 
in its possession but today it has 21 
planes,” said the minister, adding that 
figures show that Aseman has the highest 
number of flights in the country. He also 
noted that the airline intends to improve 
its services in the future.  

Washington granted 
permission to Boeing 

and its European 
competitor Airbus to sell 
billions of dollars’ worth 

of aircraft to Iran.
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Referring to six major problems 
Iran is grappling with, top presi-
dential advisor, Masoud Nili, has 

called for removing resentment in poli-
tics, depoliticizing the economy and poli-
ticians making fewer public speeches, in 
a write-up published in the local media.

A translation of this article follows:
I will go straight to the list of 

problems the country is currently 
wrestling with: 

1. The increasing pressure of unem-
ployment on the economy, the limited 
capacity available for creating jobs, the 
unprecedented decline in the income of 
urban and rural households during the Ira-
nian years 1386 (March 2007-8) to 1392 
(March 2013-14), the formidable task of 
fixing this condition in the medium term, 
problems associated with pension funds, 
banking system as well as environmental 
issues and water crisis are super chal-
lenges glued to the future of this country, 
which can only be resolved with patience 
and prudence. This is while the tradi-
tional solution to most of the country’s 
problems, that is “oil revenues”, has lost 
its edge.

2. Unlike the second half of the 
1990s and first half of the 2000s, the 
world is facing growing uncertainties. 
Domestic security of countries has never, 
in living memory, been this fragile. The 
United States under Trump is turning into 
a player that flouts accepted global rules. 
On the one hand, predictions are that Chi-
na is winding down as the world’s major 
driver of growth in energy demand. On 
the other hand, following the financial 
recession of 2008, banks have become 
more cautious and stricter, and this has 
translated into more restrictions for Iran’s 
banking system. All in all, opportunities 
to tap into global resources have become 
fewer and less secure compared with 15 
to 20 years ago.

3. Regional conflicts in the Middle 
East are now more serious and their con-
sequences are more damaging and pro-
found, thanks to the self-styled Islamic 
State terrorists.

4. On the social stage, the eight-
year moratorium on job creation between 
2005 and 2013 coincided with the flood 
of working age population to the market. 
Major issues, including late marriage, 
youth depression and addiction, divorce, 
crimes and misdemeanors, and other so-
cial problems have gripped the country 
and are about to stay.

Calls for Depolitici zation of Economic Decisions

5. Over the last decade, the country 
has moved toward depriving itself of the 
human capital of talented executive man-
agement. Domestic political events led to 
the weakening of the country’s managerial 
competence. Today, it is almost impossible 
to find a qualified individual who is capa-
ble of management at a senior position.

6. Reflection of the above points in 
different provinces when we consider 
poverty and unemployment of educated 
youth as well as water crisis and dust 

storms presents a very alarming picture.
Logically speaking, it is immensely 

difficult to reach a favorable condition 
even if all powers in the country work in 
unity and in a peaceful environment. But 
unfortunately, what we see in the behav-
ior of policymakers is far from what the 
country needs.

In my point of view, the most effec-
tive policymakers at national and provin-
cial levels pay little attention to the fact 
that they are beside their opponents in a 
single ship. They have forgotten about 
the basics that guarantee the safety of the 
ship, jeopardizing not only themselves 
but also the wise and patient Iranian peo-
ple. I humbly propose three approaches 
that should be the basis for the policies of 
political groups.

First: Removing Resentment in Politics

Politics incorporate a difference of 
opinions. Therefore, the principle of dis-
similarity of ideas is inevitable in poli-
tics. What is of more importance is the 
approach we take to bridge these differ-

ences. When political differences take on 
ideological dimensions, political fights 
incline toward violence. Politics is not a 
fighting pit; rather it is a stage for com-
petition, just like a football pitch where 
rivals are competitors, not enemies. A 
football match needs a referee and above 
that rules and regulations. High-risk be-
haviors have been defined for the game. 
The two teams are not intent on destroy-
ing each other. A lawless political scene 
in Iran will drag the country toward vio-
lence and this would swallow “everyone” 
like a quagmire.

Second: Depoliticization of Economy

Policy makers are risk takers and 
taking risk is the essence of their job. 
On the contrary, market and capital are 
very cautious and risk averse, disinclined 
toward taking systematic risks. If the 
economy was politics’ tenant, it would 
get complacent about everyday affairs, 
knowing the fact that it might receive 
eviction notice any time. This has noth-
ing to do with working out solutions for 

major present or future problems of the 
country.

Third: Making Fewer Public Speeches

Perhaps less countries can be 
found in this vast world where deliver-
ing speeches is so important and where 
speech functions as an institution! Most 
of the materials that are necessary to be 
discussed in the decision-making meet-
ings and behind policy-making tables, 
are expressed through different tribunes. 
The oral literature and the monologue ap-
proach vis-à-vis the written culture and 

dialogue approach, have occupied a large 
space of ineffective political communica-
tions in our country and it seems that no 
change is in the offing. In short, what are 
heard and seen of the people at the polls 
and in gatherings and national demonstra-
tions are seeking peace, calm, security, 
dignity and national pride; but unfortu-
nately, what are heard from the tribunes 
and speeches are argument, malice and the 
use of unpeaceful language for the expres-
sion of subjects that are not necessary to 
be expressed in public tribunes. This ap-
proach not only would fail in solving the 
problems, but by creating discord among 
the active mind of the society would add 
to the number of problems. In such cir-
cumstances, trust in the policy-maker and 
confidence in the future of the country 
would be weakened. The end of the word; 
it is time for all powers effective in the ad-
ministration of the country to make efforts 
for solving major problems and avoid go-
ing into margins and as interpreted from 
the poem of Hafez, the Tongue of the Hid-
den, “Get involved in something that will 
remove grief”.  

Policy makers are risk 
takers and taking risk is 
the essence of their job. 
On the contrary, market 

and capital are very 
cautious and risk averse, 
disinclined toward taking 

systematic risks.

Dr. Masoud Nili, Senior Economist

E c o n o m y
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Iran has received a major credit line 
worth $13 billion from South Korea 
for several of its industrial projects.  
Negotiations to receive the credit 

line were almost complete and Finance 
Minister Ali Tayebnia travelled to Seoul 
in mid-June to finalize the procedures. 

Korea Eximbank (KEXIM) would 
provide the lion share of the funds at $8 
billion. The rest of the funds - $5 billion 
- would be provided by Korea Trade 
Insurance Corporation.  

Tayebnia, who was in South Korea 
to attend the 2nd AIIB Annual Meet-
ing, met and talked with Lee Duk-Hoon, 
Chairman and President of Export–Im-
port Bank of Korea, also commonly 
known as the Korea Eximbank.

Negotiations were held at the joint 
meeting over financing Iran’s civil and 
infrastructure projects in energy, petro-
chemical, oil and health sectors.

An agreement was also reached 
on the final draft of the long-negotiated 

deal for opening a Line of Credit (LOC) 
worth eight billion euros.

The South Korean side also 
expressed eagerness to supply necessary 
financial resources to Iranian projects 
and called for introduction of projects 
in energy, petrochemical, oil and health 
arenas as well as for presence of Korean 
companies in Iran.

The Iranian minister, while pointing 
to positive economic developments and 

abundance of emerged opportunities in 
Iran, emphasized that great potentials for 
collaboration led numerous countries to 
voice readiness for economic and finan-
cial cooperation with Iran.

“Determination and seriousness of 
the Korean side can pave the way for 
implementation of previously-signed 
agreements between the two countries,” 
Tayebnia concluded.

On the sidelines of 2017 AIIB meet, 
the Iranian minister also met with his 
South Korean counterpart Dong-yeon 
where the two sides exchanged views on 
economic issues like creating credit lines 
and opening branches of Iranian finan-
cial institutions in South Korea.

The 2nd Annual Meeting of the 
Board of Governors of the Asian 
Infrastructure Investment Bank (AIIB) 
was held in the city of Jeju on June 16-
18, 2017.

Accordingly, talks with South 
Korean banks over creation of LOCs 

are being finalized though agreements 
needed to be reached by ministers of the 
two countries in order to resolve certain 
issues.

The huge investment comes 
following a nuclear deal signed between 
Iran and major world powers known as 
the Joint Comprehensive Plan of Action 
(JCPOA). 

JCPOA or Iran Nuclear Deal, as it 
is commonly known, was signed on July 
14, 2015 between Iran and the five per-
manent members of the United Nations 
Security Council - China, France, Rus-
sia, United Kingdom, United States - 
plus Germany), and the European Union.

Who Gets What?
Out of the amount, $8 billion will 

be provided by KEXIM Bank and $5 
billion by KSure Bank of South Korea. 
Out of the Korean finance, $1.7 billion 
will go to the optimization of the Isfahan 
Refinery. Another $3 billion will go to 

construction of gas condensate refineries 
in Siraf. Part of the finance too will go 
to extraction of ethane from South Pars 
Phase 12. This project will be imple-
mented by Kangan Petro Refining Com-
plex. Construction of a modern hospital 
is among other projects finalized with 
the Korean side.

This $13 billion is the first big 
foreign investment entering Iran after 
the lifting of the sanctions, a significant 
portion of which will go to the oil 
industry projects. Until now only $320 
million had been devoted to the Persian 
Gulf Holding in the form of 6-month LC 
which was supposed to increase to $640 
million in the form of usance within a 
year.

Now everything is set and everyone 
is waiting for the Koreans to announce 
the news formally.

Isfahan Refinery Project
South Korea’s construction giant 

Daelim Industrial Company has won 
the deal from Iran to expand Isfahan 
Refinery.  

Daelim announced in a statement 
that the project involves improving 
and optimizing facilities at Isfahan Oil 
Refinery. It is among the biggest Iran 
has awarded a Korean builder after the 
removal of the sanctions in January, 
Daelim added.

The project, due for completion in 
48 months, is to add facilities that will 
be used to produce high value-added 
products to the oil refinery located 400 
kilometers south of Tehran, the capital 
of Iran.

With a capacity of processing 
375,000 barrels per day of oil, Isfahan 
Refinery is currently responsible for 
supplying around 22 percent of Iran’s 
required oil products.  

Under the deal with Daelim Indus-
trial, the South Korean company will 
be in charge of design, equipment and 
material procurement, construction and 
financing. 

Daelim Industrial has been a 
leading South Korean company in Iran’s 
construction business sector since the 
two countries established diplomatic 
relations in 1962.

It has clinched 26 projects worth 
$4.5 billion in total over the past 40 
years. 

“The latest order is the outcome of 
being recognized as a credible company 
by Iran’s state-run firms and private com-
panies based on (Daelim’s) long experi-
ence in Iran,” said a Daelim Industrial 
official, as quoted by The Korea Herald.

The new deal will likely lead to ad-
ditional orders, said the company, which 
has carried out various projects in Iran 
ranging from oil refining, natural gas 
and petrochemical plant construction. 

Kangan Gas Processing Deal
Industrial giant Hyundai has won a 

contract worth €3 billion to develop a key 
gas processing unit which is primarily 
planned to produce natural gas liquids 
(NGL) from natural gas in southern Iran. 

The contract – which Hyundai 
signed with Iran’s Ahdaf Investment 
Company – involves the development of 
Phase Two of Kangan natural gas pro-
cessing plant in the country’s southern 
energy zone of Assalouyeh.

Seoul to Finance $13 bn Kore an Projects in Iran
Korea Eximbank 

(KEXIM) would provide 
the lion share of the 
funds at $8 billion. 

The rest of the funds 
- $5 billion - would be 

provided by Korea Trade 
Insurance Corporation.  

G l o b a l  E c o n o m y
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The plant would be constructed at 
Phase 12 of South Pars gas field which 
is described as the country’s biggest gas 
project. 

A key section of the contract with 
Hyundai involves the development of 
a major ethylene cracking unit which 
would produce what is technically 
known as natural gasoline from natural 
gas, Iran’s Shana news agency reported.     

Natural gasoline – or pentane plus 
(C5+) – is primarily used by refineries 
in gasoline blending, but has a lower 
economic value than gasoline due to its 
lower octane value and somewhat higher 
vapor pressure.

Other products that would be pro-
duced at Kangan project would include 
olefin, propane, ethane and ethylene.     

The contract marks one of the 
biggest investments since the nuclear 
accord with world powers lifted global 
sanctions on Iran.

The South Korean firm will have 
nine months to secure financing for the 
project.

Securing the financing through 
Korean banks will be “the most important 
and most difficult step,” Shana quoted 
Asghar Arefi, head of Ahdaf Investment 
Company, as saying.

“The start and execution of this 
project relies on 95 percent of the 
project’s financing coming from Korean 
banks with full support from the Hyundai 
Engineering Company in securing those 
funds,” Arefi told Shana.

A Hyundai Engineering spokesman 
told AFP that 85 percent of the funding 
would come from Korean lenders, 
including Export-Import Bank of 
Korea and the Korea Trade Insurance 
Corporation.

The second phase of the deal, 
involving the construction of four 
production plants at the Kangan site, is 
expected to take four years.

Siraf-Eight Refinery Project
Siraf Refineries Infrastructure Co. 

has overall responsibility for manag-
ing and building infrastructure for the 
project which will process as much as 
480,000 bpd of condensates.

The project includes eight private 
refineries and, once fully operational, 
will have the capacity to produce about 
270,000 bpd of naphtha, 140,000 bpd of 

gasoil, 30,000 bpd of LPG and 40,000 
bpd of kerosene.

The eight private local Iranian firms 
will individually invest funds to build the 
processing plants, each with a capacity 
of 60,000 bpd. They will also be making 
their own export decisions.

Early production will start in 2018, 
but final production and trading will take 
place in 2019. Site preparation has been 
nearly completed for the project.

Condensates Exports
According to the International En-

ergy Agency, Iran’s condensate exports 
doubled to about 200,000 bpd in 2014, 
accounting for total Iranian oil ship-

“Determination and 
seriousness of the Korean 

side can pave the way 
for implementation 
of previously-signed 
agreements between 
the two countries,” 

Tayebnia concluded.

ments of about 1.3 million bpd.
Once the Siraf project is fully op-

erational, condensates exports out of 
Iran would disappear as the country was 
keener to export value-added products.

Refineries from the project would 
be aiming to sell bulk of their products 
in the spot market, rather than venturing 
into numerous long-term contracts. 
There is a big spot market for these 
products.

Siraf was expecting to see buoyant 
demand for its naphtha in countries with 
strong economic growth, such as India.

It would eventually stop export-
ing naphtha once its own petrochemical 
project — for which feasibility study is 

currently being carried out — is con-
structed under Siraf’s second phase of 
development.

A consortium of South Korean 
companies comprising industrial giant 
Hyundai and construction giant Daelim 
together with Chiyuda Company will 
build the eight refineries. Hyundai will 
take a share of 34 percent, Daelim 33 
and Chiyuda 33 percent.

Construction operations are expect-
ed to start in October.

A Win-Win Accord
The Korean project is expected to 

break a big barrier. Those banks which 
are afraid of working with Iran would be 

encouraged to finance Iranian projects. 
The Japanese and European banks would 
feel more comfortable to work with 
Iran after the Korean finance project 
goes into effect. The project will create 
employment and this is a blessing for the 
government which says is committed to 
reduce unemployment and generate jobs.

But this is one side of the coin. On 
the other side, the Korean companies too 
will benefit from these deals.

In South Korea, Japan, and the 
EU the inflation rate is almost zero 
(negative). The interest rate is also 
close to zero. Therefore, there is no new 
demand for economic growth in their 
countries. 

Economists believe that as high in-
flation is harmful negative inflation too 
is damaging. These countries need new 
demands to boost their economies. In the 
meantime, Iran is a best choice and there 
is no doubt that Japan and EU are eager 
to invest in Iran as well. They are inter-
ested because this would serve their own 
interests and political considerations 
have been a major barrier in this way.

The Korean finance project can 
break part of the obstacle.

Total Gas Deal: Iran Safe for 
Investment
Iran will sign a $4 billion deal with 

France’s Total to develop Phase 11 of 
the giant South Pars gas field before 
summer, Minister of Petroleum Bijan 
Zangeneh said.  

Zangeneh and Total Chief Execu-
tive Patrick Pouyanne met in Vienna on 
the sidelines of the OPEC meeting (late 
May) and discussed the deal.

“The signing of the contract with 
Total is very close and will be done 
in less than a month,” Zangeneh told 
reporters.   

Total signed an agreement with the 
National Iranian Oil Company (NIOC) 
in November 2016 but said earlier in 
February that a final decision on the deal 
hinged on the new US administration 
renewing sanctions waivers on Iran.

Pouyanne told journalists on the 
sidelines of the Vienna meeting that the 
signing of the waivers had cleared the 
path for the deal to be concluded.

Zangeneh said a major European 
bank will provide guarantees, but did not 
disclose its name. He also said foreign 
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countries have reached a consensus on 
Iran’s new oil contract called IPC.

Other Iranian officials have already 
said that they expected the first contract 
under the new formula to be signed soon, 
marking a turning point in months of an-
ticipation as the country reopens its oil 
and gas sector to business.

Zangeneh said some companies had 
worries about the new contract but those 
concerns have been removed now.  

Iran has named 29 international 
firms as being eligible to bid for oil and 
gas projects but they have been waiting 
for the country to finalize the new model, 
known as Iran Petroleum Contract (IPC).

The new model has been the sub-
ject to repeated reviews amid fears that it 
might compromise Iran’s national inter-
ests at the expense of making business 
with the country more flexible.

Total became the first Western oil 
major to sign an energy agreement af-
ter the European Union and the United 
States eased sanctions as part of a nucle-
ar accord with the Islamic Republic.  

The South Pars 11 project will have 
a production capacity of 1.8 billion cu-
bic feet per day, or 370,000 barrels of 
oil equivalent per day. The produced gas 
will be fed into Iran’s gas network.

Total will operate the project with 
a 50.1% interest alongside Petropars 
at 19.9% and the Chinese state-owned 
oil and gas company CNPC at 30%.

The French oil major also plans to 
invest in the South Azadegan oil field. 
Zangeneh said the tender for develop-
ment of Azadegan oil field will be imple-
mented soon, for both the southern and 
northern sections.

The oil minister further reiterated 
that Iran has no problems for the 
participation of American companies in 
its oil and gas projects. 

“We have no problem for the 
presence of US companies in oil and gas 
projects in Iran. They are limited by their 
own government,” he said, adding Iran’s 
preference is to sign deals with noted 
international companies.

How to Respond to Those Who 
Want Iran Unsafe?

We cannot stop the countries which 
do not want to see Iran’s progress by 
mere slogans. Some observers maintain 
that the final aim of Iran’s regional rivals 
is to prevent Iran from increasing its oil 
and gas production because they know 
that the oil industry is the driving engine 
of Iran’s economy. 

According to Zangeneh, Iran needs 
$200 billion worth of investment in its 
oil industry. If we consider a similar 
scale for other industries and economic 
grounds such as IT, transportation, etc., 
it can be said that Iran offers a trillion 
dollar market for foreign investors. 

In other words, the US 
administration has inflicted a loss of 
1,000 billion dollars on European, Asian 
and other investors. 

By adopting a wise and sound 
foreign policy we can forge development, 
boost our national security and beat 
our regional rivals through foreign 
investment.

For the time being, the Korean 
finance project and the French Total deal 
are a tough response to those who do not 
want Iran to be secure!  

South Korea’s 
construction giant Daelim 
Industrial Company has 

won the deal from Iran to 
expand Isfahan Refinery. 

G l o b a l  E c o n o m y
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67% Live Under 
Poverty Line

CBI

coming years. In other words, the country 
will overcome youth overpopulation and 
enter the stage of middle age.

According to forecasts, the total 
young population will drop to 20 million 
or 24 percent of the total population in 
1400 (2021/22). The young population 
will further drop in 1405 (2026/27) to 
reach 19 percent of the total population. 
This trend of population growth over the 
past years made the officials concerned 
about an emerging crisis.

On this basis, the policy of birth con-
trol was placed on the agenda. The face of 
the city which had been filled with ban-
ners and panels of “few children, better 
life” until then suddenly changed color. 
The then president even promised a ten 
million rial gift for every child to fami-
lies who gave birth to more than three 
children. The punitive policies including 
refusal to issue birth certificates to more 
than three children in every family and 
depriving them of other benefits turned 
into rewarding policies.

Experts kept sounding the alarm and 
this ongoing concern made the authorities 
to seek some solutions. It was suggested 
to lift the punishment on the fourth child 
and instead set up day nurseries close to 
the offices of working mothers. It was also 
decided to set up some centers to handle 
women’s affairs. Child delivery leave of 
absence increased to 9 from 6 months. 
The cost of delivery was cut under the 
Health Scheme and even men were given 
“delivery” leaves to help their wives and 
babies. The parliament proposed provi-
sion of sports facilities for women to 
maintain their body fitness. The Supreme 

c o m m i t m e n t 
towards the 
responsibilities of life 
and an increase in the 
number of single women.

In the meantime, wom-
en have become more 
eager to continue their 
education and delay mar-
ried life for the sake of their 
own progress. Women are 
no more interested in spend-
ing their entire life raising 
children one after the other. 
Interest in leisure time, par-
ticipation in social, cultural and 
recreational activities and enjoy-
ing a fit body under the influence 
of Western media publicity have all 
been effective in the declining trend of 
population growth.

Putting aside all the above men-
tioned points, poverty leaves the stron-
gest impact on this downward trend. Un-
favorable level of family welfare more 
than any other factor drives families away 
from having children. A brief glance at 
the welfare level of families will show 
us the falling trend of population growth 
rate particularly from 1388 (2009/10) and 

1389 (2010/11) onwards. Periodic statis-
tics released by the Central Bank of Iran 
show that 67 percent of the people in Iran 
live under the poverty line. The poverty 
line has been set at a monthly income of 
22,300,000 rials for a family of 3.5 per-
sons. 

Statistics also say that at least 17.8 
percent of Iranian families live under 
absolute poverty line. These families 
with a population of 13,347,000 have a 
monthly income of less than 11,000,000 
rials.

Newly formed families too want 
perfect education and ideal status for their 
children in order to promote their cultural 
level and for the same reason would re-

frain from having more than one or 
two children. This line of think-

ing never existed among the 
families in the past.

The population of Iran 
reached 50 million in 1365 
(1986/87) from 19 million in 

1 3 3 5 (1956/57). This is attributed 
to improved health and a 
drop in mortality rate par-
ticularly among babies and 
kids. The population growth 
rate which was on a climbing 
trend after the war (with Iraq 
that ended in 1988) began to 
gradually fall in the 2000s so 

that it has reached 1.2 percent 
in the current calendar year 
from 6.4 percent in 1367 

(1988/89). 

Source: Etemad 
Newspaper
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Cultural Revo-
lution Council 
was assigned to pursue 
ways to support families in 
compliance with the Nation-
al Cultural Document.

Like many other 
concerns, the promised 
policies, schemes and 
plans were shelved. Except 
for the delivery leave of ab-
sence and the cost of deliv-
ery there was no budget allo-
cation to all other suggestions.

It had been planned to 
raise the population growth rate 
from 4 to 6.4 percent by 1390 
(2011/12). Weak publicity was 
abandoned and the scheduled plans 
remained unimplemented. The growth 
rate which stood at 4 percent in 1371 
(1992/93) reached 2.1 eight years later. 
The figure even went further down in 
later years.   

The plans were inefficient and 
moreover things were in a condition that 
the distance from the birth control program 
widened more and more every day. The 
number of single women increased and 
men were not eager to get married to form 
a family like before. This meant lack of 

Statistics say the share of Iran’s 
young population is expected to 
reach from the present 25 percent 

to 14 percent of the total population in 
2050 or 33 years from now. This would 
mean a crisis in human and labor force.

Head of Iran Statistics Center has 
warned that if the fertility rate continues 
the same trend, the population growth 
would reach zero in 20 years. Drop in 
population growth rate and decrease in 
family size is alarming for the future of 
the country in terms of economic growth 
and development. This is particularly so 
for a country (Iran) which wants to be-
come the most powerful country in the 
region in terms of economy and science 
with an annual growth rate of 8 percent 
and be an inspiring source for the Muslim 
World under its Vision 2025 Plan.

After fertility rate began to drop dra-
matically as of the 1990s in Iran and after 
those born in this period joined the young 
age category, the country has entered the 
stage of youth overpopulation. According 
to 1390 (2011/12) census, out of a popu-
lation of 75.1 million, 24.1 million or 32 
percent were young. The young popula-
tion in 1385 (2006/07) was 25 million 
who constituted more than 35 percent 
of the 70.05 million population, while 
in 1375 (1996/97) some 17 million (or 
28 percent) out of 60 million population 
were at young age. 

The period between 1385 (2006/07) 
and 1390 (2011/12) is a time that the coun-
try was faced with youth overpopulation. 
In those years one out of three people was 
young. But according to projections, the 
number of youth in Iran will drop in the 
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Hassan Rouhani was sworn in as 
Iran’s 12th president in the capi-
tal Tehran in the presence of the 

country’s high-ranking officials as well 
as leaders and senior politicians from 
around the world.

The inauguration ceremony 
opened at the Parliament building on 
Saturday (August 5) with delegates 
from more than 100 countries, including 
several heads of state, partaking in it.

Parliament Speaker Ali Larijani 
kicked off the ceremony by welcoming all 
the participants, particularly the foreign 
dignitaries. He said the participation 
of more than 72 percent of the Iranian 
people in the May presidential election 
showed that they are dedicated to the 
Islamic establishment.

The top Iranian lawmaker added 
that the Parliament would support any 
effort by the next government to remove 
obstacles in the way of increasing 
national production and foreign and 
domestic investment.

Iran Won’t Sit Idle in Face of 
Non-Compliance with JCPOA
Rouhani then took the oath of office 

and addressed the session. 
He thanked world leaders and dig-

nitaries for taking part in the swearing-in 

ceremony. He said the Iranian nation has 
made great sacrifices in the path of safe-
guarding freedom and the rule of law, 
adding that Iranians have put their trust 
in the Islamic establishment.

He vowed to follow the Iranian 
nation’s demands and emphasized that 
his government is ready to defend the 
country’s national interests. He also 
said the Iranian government has taken 
great steps to improve the nation’s 
health, adding that the level of education 
and health in Iran is better than many 
other countries.

Iran, however, is still facing big 
challenges including water shortage and 
unemployment, he noted. Rouhani 
stressed the importance of a strong econ-

omy and said the next government eyes 
economic reforms. He described unity as 
a key factor behind the Iranian nation’s 
success and added that Tehran seeks to 
boost ties with neighboring countries.

The chief executive said regional 
problems could be solved only through 
dialogue and cooperation and invited 
countries in the region to join political 
initiatives to end the crisis in Yemen.

He stressed the importance of in-
creasing dialogue among governments 
and nations in order to repel the pres-
ent “dangerous and complicated” threats. 
“Increasing constructive interaction with 
world countries, deepening bonds with 
neighboring and regional countries and 
boosting the level of cooperation with 

Rouhani Sworn 
in for 2nd Term 

as Iran President
friendly countries are not only a wise 
choice but a necessity,” Rouhani said.

He warned of plots by foreign pow-
ers pursuing their self-interests in region-
al issues, saying they are creating chaos 
and instability in the Middle East.

Rouhani also warned those present 
that Washington was trying to sabotage 
the nuclear accord. Trump’s aggression, 
said the President, may come to a sticky 
end: “Those who want to tear up the nu-
clear deal should know that they will be 
ripping up their own political life.”

“The US’s repeated violations of its 
commitments and the new sanctions it 
imposed on Iran have left a negative im-
pact on public opinion here and this will 
put the nuclear agreement at risk. Iran 
would not be the first to pull out of the 

reportedly said in the meeting: “Trump 
is trying to destroy the nuclear accord 
at Iran’s expense, and Europe should be 
conscious of this.”

After Rouhani’s speech, Larijani 
wrapped up the session by urging 
Rouhani to present his Cabinet choices 
to the Parliament at the earliest for their 
confirmation hearings to be held. 

Leader Endorses Rouhani as 
Iran’s President
Leader of the Islamic Revolution 

Ayatollah Ali Khamenei formally en-
dorsed Rouhani as President, paving the 
way for him to take office for a second 
term as the head of Iran’s 12th adminis-
tration.

During a ceremony on Thursday 
(August 3), Ayatollah Khamenei gave his 
official approval for the president-elect 
by giving him a decree to assign him his 
duties.

In May, Rouhani won re-election in 
a landslide after securing 57 percent of 
the votes and defeating his main contend-
er Ebrahim Raeisi, the current custodian 
of the Holy Shrine of Imam Reza.

Under Iran’s election law, the presi-
dent-elect is required to gain the Leader’s 
official approval before being sworn in 
before the Parliament (Majlis). Through 

Ayatollah Khamenei 
advised the 68-year-old 
chief executive to show 
greater tolerance for 

opposing voices. 

nuclear deal, but it will not remain silent 
about the US violations,” he said.

Earlier, in a meeting with Federica 
Mogherini, the Iranian President praised 
the high European representation saying 
that it showed many Western states were 
prepared to build bridges with his coun-
try despite American pressure. Foreign 
Minister Mohammad Javad Zarif also 
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this process, called Tanfiz (validation), 
the Leader affirms the outcome of the 
presidential election.

During August 3 ceremony, 
Ayatollah Mohammad Mohammadi-
Golpayegani, the head of Ayatollah 
Khamenei’s office, read out the decree 
issued by the Leader to the participants.

Sanctions Helped Iran’s Growth
Addressing the ceremony, the 

Leader hailed the election process as the 
symbol of democracy in post-Revolution 
Iran.

Prior to the 1979 Islamic Revolu-
tion, people were sidelined and prevented 
from playing a role in running the coun-
try’s affairs, Ayatollah Khamenei said.

The Leader urged the new admin-
istration to focus its efforts on “estab-
lishing justice, siding with the poor and 
implementing the rules of pure Islam,” 
adding that authorities should also work 
to strengthen “national unity.”

Ayatollah Khamenei further said 
Iranian officials have managed to co-
operate with the world despite enemy 
attempts to isolate the nation. He also 
called for “extensive interactions with 
the world as well as broad relations with 
nations and governments.”

The sanctions imposed on Iran 

helped the country to grow powerful and 
self-reliant as the nation turned to the 
resources and capabilities at home, he 
added.

“The sanctions, of course, caused 
problems for the country, but [made us] 
open our eyes to our own capabilities,” 
the Leader said. “We used all the enmi-
ties to our own benefit.”

He also outlined priorities for Presi-
dent Rouhani in his second term in of-
fice, urging him to tackle economic chal-
lenges as his foremost priority to ease the 
livelihood problems of people.

Ayatollah Khamenei further asked 
the executive branch to “stand strongly 
against any domination” by hegemonic 
powers.

The endorsement ceremony was 
televised live, with top officials, military 
commanders and foreign ambassadors in 
attendance.

Rouhani earned a 24-million-vote 
mandate in the presidential poll, winning 
by an emphatic 57% over his main rival, 
principlist Ebrahim Raeisi.

Ayatollah Khamenei advised the 
68-year-old chief executive to show 
greater tolerance for opposing voices.  

“You should allow opponents to 
criticize, if they have critical views. 
Tasks are heavy and our shortcomings 

are not few in number,” he said.
The Leader said the need for greater 

international engagement should not 
lead officials to forget hostility of Iran’s 
adversaries that are bent on destroying 
the country.

He stressed that Iran should con-
tinue to stand powerful in the face of its 
enemies, particularly the US, which he 
described as “the most aggressive and 
shameless” enemy that “uses any excuse 
to make a fuss” against Iran.

“Four decades of international rela-
tions show us that the cost of surrender-
ing to bullying powers surpasses that of 
standing up against them,” he said.

The endorsement ceremony came 
less than 24 hours after US President 
Donald Trump signed a Congress bill 
slapping a full-fledged package of sanc-
tions on Iran, the first after the July 2015 
nuclear deal.  

In his endorsement decree, the 
Leader said, “The valorous and coura-
geous nation will not leave the servants 
of the country alone in hard times and in 
the face of aggression and greed of ar-
rogant powers.”

12th Administration Set to Fight 
Poverty
Rouhani also delivered a speech 

after receiving the endorsement decree, 
elaborating on his future plans as the 
chief executive.

He said: “Social justice” and “pov-
erty alleviation” were among the main 
ideals of the Islamic establishment, add-
ing that the eradication of absolute pov-
erty is one of the objectives of his admin-
istration.

The administration, he said, seeks to 
set the stage for people to exercise their 
rights, adding that his cabinet would 
make efforts to “uproot poverty and cor-
ruption, contain inflation and facilitate 
economic growth.” 

Rouhani further called for more 
investment and access to advanced 
technologies, stressing that sustainable 
development is not achievable without 
reliable plans.

Iran paid the price for its 
independence and will stand against 
enemy attempts to isolate the nation, he 
added, stressing, “We will never accept 
isolation.” 

He said the country has stood against 
the “toughest of the sanctions” by taking 
advantage of a combination of its “dip-
lomatic power” and “deterrence might.”

The President also pointed to the 
2015 nuclear deal between Iran and 
world powers and said “the JCPOA has 

shown Iran’s goodwill to engage in con-
structive and effective interactions on the 
international stage.”

Economy Tops Agenda
Elaborating on his future plans in 

the ceremony, Rouhani described his 
main agenda as “increasing production 
and employment”, saying his govern-
ment’s economic plan follows Resistance 
Economy principles to bring about an 
“economic revolution”.

Resistance Economy is a concept 
aimed at weaning the country of heavy 
dependence on oil revenues by boosting 
production and productivity.

In his first term, Rouhani said, his 
team managed to take big steps toward 
energizing the economy and reducing 

poverty by “restoring economic stabil-
ity” and “curbing inflation”, but a lot 
more needs to be done before the eco-
nomic situation improves to a level that 
befits the Iranian nation.

“Eliminating poverty lies in creating 
jobs and this needs massive investment 
and access to [foreign] markets and high 
tech,” he said.

Rouhani reiterated that his second 
government will insist on broadening 
“constructive engagement” with the in-
ternational community more than before. 

The moderate cleric appealed for 
unity, saying people have renewed their 
allegiance with the system by their strong 
participation in the presidential vote and 
“the burden of responsibility is now on 
our shoulders”. 

“I declare once again that with the 
conclusion of the election, the time for 
unity and cooperation has begun,” he 
said.

“I extend my hand to all those who 
seek the greatness of the country.”

US Attempts to Isolate Iran 
Failing!
The massive turnout of foreign dig-

nitaries in the inauguration ceremony 
displayed the failure of Iranophobic 
practices and showed how world coun-

Resistance Economy 
is a concept aimed at 
weaning the country 
of heavy dependence 

on oil revenues by 
boosting production and 

productivity.

E l e c t i o n
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tries respect Iran and are eager to have 
relations with it.

The presence of roughly 500 foreign 
guests, including 130 high-ranking offi-
cials from 105 countries, in the inaugura-
tion ceremony was “indicative of the re-
spect that governments and nations have 
for the Iranian nation,” Speaker Larijani 
said at the Parliament (August 8).

 “The passionate turnout at the Pres-
ident’s inauguration ceremony indicates 
that the project aimed at isolating Iran is 
void and does not go anywhere, and that 
different countries are interested in hav-
ing relations with the Islamic Republic,” 
he added.

The high level of participation, he 
said, came in spite of constant propagan-
dizing against the Islamic Republic and 
the massive amounts of money spent on 
that practice.

The United States’ aggressive at-
tempts to place Iran under economic 
pressure were also proven null by the 
massive turnout of the foreign represen-
tatives, which indicated international in-
terest in business ties with Tehran, Lari-
jani said.

The respect accorded to Iran by 
various countries was an achievement 
in terms of how national interests were 
served, Larijani said.

Among the VIPs at the inaugura-
tion ceremony were the European Union 
(EU)’s top diplomat Federica Mogherini; 
Britain’s Minister of State for the Mid-
dle East and North Africa Alistair Burt; 
Danish Deputy Foreign Minister Jonas 
Bering Liisberg; Italian Deputy Foreign 
Minister Vincenzo Amendola; Austrian 
Deputy Parliament Speaker Karlheinz 
Kopf; and the Netherlands’ former prime 
minister Wim Kok.

Other senior guests included Iraqi 
President Fuad Massoum; Afghan Presi-
dent Ashraf Ghani; Syrian Prime Minis-
ter Imad Khamis; Lebanese Parliament 
Speaker Nabih Berri; the president of the 
Presidium of the Supreme People’s As-
sembly of North Korea, Kim Yong-nam; 
South Korean Parliament Speaker Chung 
Sye-kyun; South Africa’s Minister of State 
Security David Mahlobo; and Cuba’s Vice 
President Ulises Rosales del Toro.

Earlier, Iranian Foreign Ministry 
Spokesman Bahram Qassemi said the 
high level of foreign participation in 
the President’s inauguration ceremony 
signified “the world’s new approach 
toward Iran.”

The turnout was “a clear signal of 
the defeat of the policy of Iranophobia,” 
Qassemi said.

Many of the delegations which trav-
elled to Tehran were, however, looking at 
trade possibilities with the Iranian mar-
ket opening up following the relaxing 
of sanctions. Lord Lamont of Lerwick, 
a long-time campaigner for improving 
relations with Tehran and now the UK’s 
trade envoy to Iran, arrived along with 
the MP Richard Bacon, the vice-chair-
man of the Britain-Iran Parliamentary 
Friendship Group.

The US manufacturer Boeing has 
signed an $8bn (£6.1bn) deal to sell 80 
jets to Iran Air and 30 more to another 
carrier, Aseman Airlines while its Eu-
ropean rival Airbus has an agreement 
to supply another 100 planes to Iran. 
France’s Total is in a $2bn agreement to 
develop a gas field and Britain’s General 
Electric is considering a number of high-
ly lucrative business options.

A Message for Trump!
But the shadow of Donald Trump 

remains as Iran strives to open up for 
business. The US stipulation on the 
nuclear deal means the President has to 
certify that Tehran is complying with the 
agreement every 90 days. Trump, who 
had promised to tear up the agreement 
during his election campaign, grudging-
ly signed off the first certification after 
the State Department failed to find any 
breaches but he complained that the Ira-
nians “are not living up to the spirit of the 
agreement” while failing to explain what 
this actually means. His administration, 
he says, is carrying out a “comprehensive 
review of Iran policy”.

That is still under way as the US 
administration was again forced to issue 
the second certification last week that 
Iran was still complying with its com-
mitments. But, at the same time, Trump 
said in an interview: “If it was up to me, I 
would have had them non-compliant 180 
days ago.” Asked whether he expected 
Iran to be non-compliant next time, he 
declared: “Yes, personally I do.”

The agreement remains, theoretical-
ly, even if the US pulls out, with the five 
other signatories, Russia, China, Ger-
many, France and Britain, all saying that 
they would continue with it. But compa-
nies and financial institutions are acutely 
wary of falling foul of US sanctions and 
incurring swinging financial penalties. 

E l e c t i o n
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Majlis Approves Rouhan i’s Ministers, Except One
President Hassan Rouhani’s 

new ministers have won the 
Iranian Parliament’s vote of 
confidence, except the pick for 

the energy portfolio who had already 
served in the post under a reformist 
administration. 

Habibollah Bitaraf did not make it 
to the cabinet on August 20, with 133 
votes cast in his favor, 132 votes against 
him and 17 abstentions. 

Rouhani addressed the Parliament 
before the voting, saying that the top 
foreign policy priority for his new gov-

ernment was to protect the nuclear deal 
from being torn up by the United States.

Foreign Minister Mohammad Ja-
vad Zarif, who has come under criticism 
from some politicians over the nuclear 
agreement, had a convenient pass with 
236 votes. Only 26 lawmakers opposed 

him, while 26 others abstained.    
“The most important job of our 

foreign minister is first to stand behind 
the JCPOA, and not to allow the US 
and other enemies to succeed,” Rouhani 
said, referring to the Joint Comprehen-
sive Plan of Action. 

“Standing up for the JCPOA means 
standing up to Iran’s enemies,” he added. 

Minister of Petroleum Bijan Nam-
dar Zangeneh, who faced criticism from 
some lawmakers, also kept his post with 
a clear margin of 230-35 votes and 23 
abstentions.  

Rouhani’s choice for Ministry of 
Road and Urban Development, Abbas 
Akhundi, also received enough votes to 
keep his post despite opposition voiced 
by a number of lawmakers.

The new Minister of Defense, Brig-
adier General Amir Hatami, received the 
highest number of votes, with 261 MPs 
supporting him. Only 10 lawmakers 
voted against him while 13 others ab-
stained.     

The President has to appoint a 
caretaker for the Energy Ministry, and 
has three months to name a new minis-
ter. For the science, research and tech-
nology portfolio, Rouhani has not nomi-
nated a minister either.

Rouhani won re-election back in 
May. He took the oath of office early 
August after being formally endorsed 
as the Iranian chief executive by Leader 
of the Islamic Revolution Ayatollah Ali 
Khamenei.

Separately on August 8, the Iranian 
chief executive appointed Eshaq Jahan-
giri as the First Vice President of his new 
administration. Jahangiri held that same 
position under Rouhani’s first term.

Rouhani Appoints 
3 Women Cabinet Members

Rouhani also appointed three wom-
en to top posts in his cabinet, keeping 
the share of females in his second ad-
ministration at the same level as his first.

In separate decrees issued on Au-
gust 8, Rouhani appointed Massoumeh 
Ebtekar as Vice President for Women 
and Family Affairs, La’ya Joneydi as 
Vice President for Legal Affairs and 
Shahindokht Molaverdi as his Special 
Aide for Citizenship Rights. 

Ebtekar, the head of Department 
of Environment in Rouhani’s first-term 
cabinet, replaces Molaverdi for women 
and family affairs.

Molaverdi’s new post was created 
late last year, following the unveiling of 
the Charter on Citizens’ Rights aimed at 
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raising awareness about public rights. 
She will oversee the implementation of 
the charter, which commits government 
bodies to ensure the enforcement of its 
120 articles.

Of note in the cabinet lineup of the 
62-year-old President was the exclusion 
of women.

The all-male list of cabinet ministers 
raised eyebrows among supporters 
of Rouhani and drew criticism from 
women activists, as Rouhani had talked 
about the need to address the gender 
imbalance in politics and business 
during his election campaign.

The sole female minister since 
Iran’s 1979 Islamic Revolution served 
under Rouhani’s predecessor Mahmoud 
Ahmadinejad, who named Marzieh Va-
hid Dastjerdi as health minister for his 
second cabinet.

In his first four years in office, 
Rouhani had appointed three females as 
vice presidents, who do not require par-
liamentary approval, but are considered 
cabinet members.

During the campaign season, Rou-
hani made pledges to improve the live-

lihood of ordinary Iranians and curb 
unemployment by attracting foreign in-
vestment and technology.

Mideast, Economy to 
Top Zarif’s 2nd Term Agenda

Mohammad Javad Zarif, who is 
nominated to serve a second term as 
Iran’s top diplomat, said his priorities 
are to help reduce tensions in Tehran’s 
relations with regional states and employ 
diplomacy to advance Iran’s economic 
interests overseas.

Zarif said his second four years in 
office would see the ministry’s increased 
efforts at bridging yawning chasms in 

the region.
“We have no intention to aggravate 

tensions in the region. We want calm 
among countries,” he said.

Zarif said an economic department 
has been established in the Foreign 
Ministry to give it a central role in 
coordinating Iran’s economic activities 
in the world.

“Despite having inadequate 
facilities in other countries, we have put 
support for Iran’s private sector on our 
agenda,” he said.

US Would Pay for Killing JCPOA 

Commenting on the 2015 nuclear 
deal involving Iran and world powers, 
Zarif said the body under his watch 
would not budge from defending the 
interests of the nation and would do its 
best to prevent Washington from limit-
ing the benefits Iran is entitled to.

“They can’t impose the cost of the 
collapse of the accord on Iran. If Ameri-
cans want to block the JCPOA, they’ll 
have to pay the price,” he reiterated.   

Rouhani also appointed 
three women to top posts 

in his cabinet, keeping 
the share of females in his 
second administration at 
the same level as his first.

New Finance Minister 
Pledges Overhaul

The new Minister of Finance 
and Economic Affairs Masoud 
Karbasian, elaborated his plans 

for the key ministry in Parliament, 
emphasizing that the ministry will join 
hands with the Central Bank of Iran to 
resolve issues facing the banking system.

Karbasian pledged that following 
his confirmation, he will utilize all his 
power and means to help the banking 
reform bills’ passage in Majlis Economic 
Commission and the Parliament.

He noted that he is fully aware of 
current banking woes and monetary poli-
cies, saying that he’s eager to seriously 
undertake banking reforms.

“Shadow banks, unauthorized credit 
institutions and their depositors’ concerns 
are some of the biggest challenges facing 
the Iranian banking system, for which a 
comprehensive plan has been devised and 
will be implemented with utmost preci-
sion,” he was also quoted as saying.

Karbasian, 61, noted that banks’ 

system.  
Karbasian, who previously served as 

the head of Iran Customs Administration, 
has replaced Ali Tayebnia, who enjoyed 
the rare distinction of being popular 
among both government and private 
sectors.

Boost for Small Business

The economy minister stressed on 
reforming the lending practices of banks 
and giving all-out support to small- and 
medium-sized enterprises to get a new 
lease on life.

“The capital market in Iran has great 
potential and it has significantly expand-
ed during President Rouhani’s previous 
administration but it is still far from a 
stable market. Therefore, a development 
plan for capital market has been devised, 
which will be implemented after confer-
ring with the Parliament,” he said.

Karbasian noted that the previous 

“The capital market in 
Iran has great potential 
and it has significantly 

expanded during 
President Rouhani’s 

previous administration 
but it is still far from a 

stable market.”

lending power should improve to boost 
domestic production and grease the econ-
omy’s wheels.

The change in Economy Minis-
try would mark a significant change in 
President Hassan Rouhani’s cabinet, as 
it potentially impacts both state-owned 
and private lenders, and influences the 
outcome of the President’s central prom-
ise of reforming the beleaguered banking 
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government managed to end a critical 
period in Iran’s economy through public 
trust and the Parliament’s help, and estab-
lished a relative stability in the market.

An economic growth of 12%, single-
digit inflation rate and curbing the liquid-
ity growth were achieved by the govern-
ment’s proper policies “and I thank my 
dear friend Dr. Tayebnia who had a big 
share in those successes”.

Karbasian believes that the main 
task of the Economy Ministry for the next 
four years will be to implement the over-
all policies and objectives of the Sixth 
Five-Year Development Plan (2016-21).

In line with President Rouhani’s 
emphasis on job creation for the youth, 
especially those with higher education, 
to improve domestic production, he said 
weak domestic production, lack of com-
petitiveness in the market and high ratio 
of unemployment are major and old is-
sues of Iran’s economy.

According to Karbasian, oil depen-
dency, lack of transparency, political in-
terests and the heavy role of the state are 
other main problems of Iran’s economy 
so “we don’t have any other choice but 
to implement major reforms in the eco-
nomic system, a highly risky and massive 
move that started during the tenure of the 
previous [Rouhani] administration and 
need to be decisively continued”.

For the most part, the new minister 
seems to be picking up where Tayebnia 
left off, promising to continue his plans 
that were constructive for the banking 
system even if not all of them came to 
fruition in the projected timeframe.

He pledged to reduce bank interest 
rates, increase the capital adequacy ratio 
of banks, recover their non-performing 
assets and loans, and upgrade the out-
dated banking system by establishing ac-
ceptable corporate governance rules and 
conformity to global standards, among 
others.

“We will try to reduce the ratio of 
unemployment to a single digit, reach 
an 8.6% economic growth and keep the 
inflation rate around 8.8% by the end of 
the Sixth Plan and we are obliged to do 
our best to achieve those goals,” he said.

As per Karbasian’s plan, the average 
annual productivity ratio ought to reach 
2.8% and investments should increase by 
at least 21.4% annually.

“These plans have partially failed, 
but the ministry will make a renewed 
effort at realizing them,” he said. 

to reach 21% from 19.5%; mining sec-
tor share of GDP to 1.5% from 0.93%, 
and trade sector’s share in GDP to 19.5% 
from 18.4%. The rate of industry, mine 
and trade added value is expected to rise 
from 7% to 9% by the year Shariatmadari 
is to leave office.

The export of non-oil goods will 
increase from $56 billion to $130 billion 
in four years. Industrial and mining 
exports will jump to $84.5 billion from 
$31 billion. Gross capital formation 
will rise from 440 trillion rials to 1,160 
trillion rials, based on the fixed prices of 
the 2004-5.

The minister announced plans 
to attract $7 billion in foreign direct 
investment compared to $0.7 billion 
attracted last year.

“As many as 4 million people will 
be employed in the industry and mine 
sector from the current 3.4 million,” he 
said.

Shariatmadari wants to improve the 
Iranian industrial sector’s competitive-
ness to 50 from 66 in 2014.

Electronic trading share in GDP, 
which now stands at 4.8%, is planned 
to rise to 5.3% and Iran’s global rank in 
e-trading is to rise by nine steps to stand 
at 60. 

Shariatmadari also pledged to lower 
banks’ interest rates and overhaul the 
current system of determining foreign 
exchange rates to support industries and 
exports.

“Domestic industries will not be 
able to continue their activities when 
banks’ interest rates stand at 25%. 
Therefore, we need to offer them loans 
with interest rates closer to the inflation 
rate, which currently stand around 10%,” 
he was also quoted as saying.

Reform in 
Forex, Bank 

Interest Rates
Mohammad Shariatmadari is 

President Rouhani’s new 
Minister of Industry, Mine and 

Trade.
Shariatmadari, who holds a Master’s 

in commercial management, led the now-
merged Ministry of Commerce from 
1997 to 2005.

According to his vision statement, 
Shariatmadari, who has replaced Mo-
hammad Reza Nematzadeh, has divided 
the objectives of his ministry into general 
and quantitative goals.

His general goals include improving 
productivity and industrial competitive-
ness, boosting high value added exports, 
increasing the role of private sector in 
the economy, creating sustainable jobs, 
increasing foreign investment, improv-
ing the efficiency of goods and services 
distribution and increasing the share of 
mining in economy.

The minister said he is planning 
to win Iran’s accession to World Trade 
Organization.

More than 20 years have passed 
since WTO received Iran’s application 
for accession on July 19, 1996. It took 
the organization nine years to accept Iran 
as an observer member. In 2005, WTO 
eventually established a working party 
composed of a group of representatives 
tasked with assessing Iran’s accession 
bid. However, the chairman of the party 
has not yet been elected. At present, Iran 
remains the world’s largest economy out-
side the world body.

As for Shariatmadari’s quantitative 
goals, he aims to increase the share of 
industry, mine and trade sector in GDP 
from 38.8% in the fiscal 2016-17 to 42% 
in 2021-22.

Industries’ share in GDP is targeted 

However, in the face of growing 
public backlash over high rates, the 
Central Bank of Iran has already 
announced that it seeks to fix the interest 
rates approximately 2-3% higher than the 
inflation rate, which was 10.2% for the 
Iranian month ending June 21, but that is 
not an easy task when interbank rates are 
around 20%.

Shariatmadari noted that he will 
personally pursue the matter of forex 
rates in the Money and Credit Council.

“I do not concur with leaving the 
currency rates unsupervised, but fixing 
an irrational rate for foreign currencies 
without noticing the difference between 
foreign and domestic inflation rates has 
troubled Iranian exporters and supported 
imports, therefore reforms in this regard 
are inevitable,” he said.

According to a report by the 
Institute for Trade Studies and Research 
(affiliated to the Ministry of Industry, 
Mine and Trade), the government has 
kept the exchange rates lower than its 
real value by 38% and 11% in 2013 and 
2016 respectively.

Domestic production in Iran is 
highly subsidized by the state. However, 
overshadowing the country’s protection-
ist policies is the practice of allocating 
cheap, subsidized foreign exchange by 
the government to imports, which runs 
counter to the spirit of boosting domestic 

industries.
Seeking to gain the trust of Iranian 

lawmakers, Shariatmadari elaborated his 
plans for the ministry during the next 
four years in the Parliament on Saturday 
August 19, in which he noted that his 
strategies are derived from the country’s 
macro policies based on Resistance 
Economy principles.

“The Sixth Five-Year Development 
Plan (2016-21) was the major corner-
stone of devising my proposed program,” 
he said, noting that the ministry will en-
deavor to resolve the issues of competi-
tive production.

The minister believes Iran’s share 
of the global economy is not satisfactory, 
vowing to enlarge this share as soon as 
possible.

He added that according to interna-
tional reports, Iran ranks as the 27th big-

gest economy in the world after its neigh-
bors Turkey and Saudi Arabia so “we 
need to significantly boost our GDP”.

The minister noted that the industry 
sector accounts for 34% of all job op-
portunities, but unfortunately the sector 
has registered a negative growth of up to 
10.5% in the past.

However, he said during 2014-16, 
the situation improved slightly, as the 
sector’s uptrend restarted and registered 
growth rates of up to 6.5%.

“We have more than 49,000 incom-
plete projects in the country while about 
11,200 of them have made more than 
60% physical progress and we plan to 
create 365,000 new jobs in this area,” he 
said.

The minister noted that small- and 
medium-sized enterprises account for 
95% of all industrial units in the country; 
therefore they have a special place in the 
proposed plan.

“About $3 billion from the 
resources of the National Development 
Fund of Iran have been considered for 
development of rural areas and we need 
to extend our support and offer stimulus 
packages to improve industrial estates in 
underprivileged areas,” he said.

Shariatmadari said unfortunately, 
only about 150 industrial estates out of 
959 are currently active. 

Shariatmadari pledged 
to lower banks’ interest 

rates and overhaul 
the current system of 
determining foreign 

exchange rates to support 
industries and exports.
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Golden Triangle of Iron Ore, 
Coal and Natural Gas

Iran’s mining sector possesses numer-
ous valuable reserves and foreign 
investors tend to have a presence in 

this sector. Based on the studies conduct-
ed, so far about six thousand mines with 
70 types of mineral substances have been 
located in Iran.

In addition, the country has 15,000 
promising mineral regions with 40 bil-
lion tons of definitive reserves worth 
more than $770 billion. Twelve large and 
important mines as well as 8% of the zinc 
and 3% of the lead reserves of the world 
are in Iran and our country is the fourth 
manufacturer of decorative stones in the 
world. Iran’s proven copper reserves 
amounts to over 30 million tons. The Ira-
nian Mines and Mining Industries De-
velopment and Renovation Organization 

gross domestic product (GDP) and eco-
nomic development and employment is 
not that much noticeable and according 
to the mining authorities of the country, 
this sector is in need of serious attention 
and support within the framework of a 
sound and accurate planning. 

What follows is an interview with 
Mehdi Karbasian, Chairman of IMIDRO 
Board, on the position of mining sector 
in Iran.

What is the status of the mining 
sector?

Mine is a God-given natural feature 
not all countries are enjoying. At present 
Iran is among the top 15 countries in min-
eral terms with regard to extraction and 
exploration and one of 10 large countries 

One of the basic policies 
in the Resistance 

Economy is preventing 
crude sale and mines 

are one of the priorities 
for employment and 

production.

(IMIDRO) in the past four years, by giv-
ing priority to the issue of exploration, 
surveyed 250 thousand square meters in 
order to exploit more reserves and thus 
attract domestic and foreign investment 
towards mines. 

The role played by mines in the 

in the gross national product and creation 
of direct and indirect job opportunities.

Please describe the position of 
Sirjan Iron Ore in the mines and 
metals group. 

Estimation of the total iron ore 
production in the country in 1395 (2016-
2017) has been approximately 48 million 
tons. This is while the production of the 
crude iron ore of all iron ore mines of 
Gol Gohar in Sirjan in the same year was 
20.57 million tons. Therefore, the share 
of Gol Gohar mines in the production of 
iron ore in the country is significant and 
outstanding.

Does Sirjan Iron Ore Complex 
in its activities pay attention to the 
environment? If so, please mention the 
most important cases.

Indeed, one of the main priorities 
of Iranian Mines and Mineral Industries 
Development and Renovation Organiza-
tion (IMIDRO) and Iran Mineral Produc-

Iron Ore Rich Sirjan 
Welcomes Foreign Investment

tion and Supply Company (IMPASCO) is 
the question of HSE and this complex in 
line with the upstream policies and HSE 
instructions attached to the contracts, has 
placed follow-up of production and ex-
traction of minerals with maximum pro-
tection of the environment on the agenda. 
Currently one of the ongoing projects of 
the complex is study on the water in Mine 
2 and plans to turn it into irrigation water 
as well as identification of the plant spe-
cies compatible with the region.

Do you have a message on the 
presence of foreign investors in mines 
and metals projects in Iran?

With regard to the descriptions of-
fered and the amount of mineral deposits 
in Iran, one could hope for the presence of 
foreign investors. These giant and diverse 
reserves of mineral substances, along with 
availability of abundant energy resources, 
presence of expert and efficient manpow-
er, access to the 400-million-people mar-
ket in the region, all and all could encour-
age foreign investors for presence in Iran. 
Of course, cases such as development of 
the infrastructures, reform and stability 
of the rules and regulations, and offering 
proper guarantees to the foreign partner 
are among priorities for the attraction of 
investors which should be taken into fur-
ther consideration.  

Address: Mine2 Golgohar, 
               50 Km Road Shiraz-sirjan-iran
Website: www.msas.ir
Email: golgouhar@gmail.com
Tel: 03441423480-1       Fax: 03441423459

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

With regard to 
the descriptions offered 

and the amount of 
mineral deposits in Iran, 

one could hope for the 
presence of 

foreign investors.

Engineer Saeed Pirmoradi, 
Managing Director of Sirjan 
Iron Ore Complex, speaking in 

an interview with Iran International 
Magazine, underlined the role of iron in the 
Resistance Economy and the importance 
of foreign investment in mining projects. 
Excerpts of the interview follow:

Please outline the role of iron ore 
in the Resistance Economy.

Iran, by possessing 64 types of 
mineral substances and over 37 billion 
tons of proven rich mineral reserves is 
among world’s 15 top mine owners. These 
giant mineral reserves while creating a 
strong backing for foreign investment can 
play a significant role in the realization 
of the goals of the Resistance Economy. 
Twelve percent of the Iranian territory 
is placed on the belt of the mineral and 
fundamental elements such as iron, 
copper and zinc among which the giant 
iron ore mines like other mines can play a 
great role in increasing the share of mines 



IRAN INTERNATIONAL, September 2017, No. 85IRAN INTERNATIONAL, September 2017, No. 8556 57

in terms of mineral reserves. With further 
exploration and extraction undoubtedly 
we will be promoted to a better situation 
in the world market.

In the year designated as “pro-
duction and employment” year what is 
the plan for further utilization of the 
mining sector?

One of the basic policies in the 
Resistance Economy is preventing crude 
sale and mines are one of the priorities 
for employment and production. By 
reducing crude sale and through the 
approach for processing mineral reserves 
realization of the country’s economic 
targets has been placed on the agenda.

Are there virgin mining capacities 
in Iran?

In the mining sector, Iran has high 
capacities. For example, Mehdiabad Lead 
and Zinc Mine is the world’s second big-
gest mine the extraction of which started 
in the 1330s (1950s) and in the next two 
decades about 57 thousand meters were 
drilled. This mine possesses over 600 
million tons of mineral reserves of zinc, 
sulfide and oxidized soil and about 185 
million cubic meters of tailings.

Currently what is the status of 
Mehdiabad mine?

In last year’s international auction, 
an Iranian consortium consisting of zinc 
producers and some successful contrac-
tors won the auction for a period of 24 
years. The consortium by paying min-
ing royalties will conduct construction 
operations for a period of four years and 
utilize the mine for 20 years to build 
the 800-thousand-ton factory. The mine 
faces some problems for utilization and 
has foreign applicants for participation. 
At the beginning of the administration of 
the 11th government, efforts were made 
for cooperation with this company and 
the consortium but for different reasons 
it did not happen.

What is Iran’s position in zinc 
production, and what would be the ef-
fect of the utilization of this mine on 
promoting its ranking?

Utilization of the mine will lead to 
the supply of 420 thousand tons of zinc 
ingots needed by different factories in the 
country and with the production of zinc 

in this factory Iran will be promoted to 
the eighth place in global ranking and we 
hope that more zinc mines would become 
operational.

How much the big mine rich 
countries on average take advantage 
of their mineral capacities in the field 
of production and employment?

According to 2015 statistics, 
most of the successful and progressive 
countries in the mining industries fetched 
about $87 billion through extraction of 
mines and by processing them created an 
added value of about $640 billion. The 
figure stood at about $2,400 billion in 
downstream industries and created one 
to 10 million job opportunities.

How much did the incompletion 
of the mining chain cause crude sale? 
What measures have been taken in 
recent years to prevent crude sale?

In the year 1392 (2013-2014) mineral 
cycles, especially in the steel sector, 
were unbalanced and the comprehensive 
steel plan was formulated. In the 1404 
(2025) Horizon, we should accomplish a 
production of 55 million tons. In the past 
year, we reached an export volume of 6 
million tons which is a clear indication 
of the Resistance Economy with the 
introversion and extroversion approach 
and our products are being exported. Our 
country has iron ore, coal and gas mines 
and their combination along with the 
abundance of expert work force can undo 
the knot of the mining sector. With the 

completion of the unfinished factories 
and establishment of new factories 
crude sales can be prevented and wide 
employment can be created. 

How much attention has been 
paid to the mine and mineral indus-
tries in the 6th Development Plan?

There are abundant grounds for 
implementation of Resistance Economy 
in the mines sector but less attention has 
been paid to the mines in the 6th Devel-
opment Plan. This issue should be taken 
into consideration that the private sector 
in order to be encouraged for investment 
needs to be paid more attention. Part of 
the mining sector which is relative to ex-
ploration is managed by the government 
and IMIDRO within the past two years 
has started exploration of 250 thousand 
km but the need for public support is still 
being felt.

What kind of support should the 
government offer?

The Mine Insurance Fund could 
play a significant role in the development 
of the mining sector, while the capital 
allocated to the fund with the coordination 
of the government and the Majlis has 
increased from 100 billion rials in the 
year 1394 (2015-2016) to 1,100 billion 
rials. However, it is not a big amount and 
our proposal is an investment of $300 to 
$500 million for every five years in order 
to enable the fund to support the private 
sector active in the exploration and 
extraction of mines. The main point is 

that if we have strong resolve to invest in 
the mining sector, there are solutions; one 
is that the private sector be specifically 
activated because investment in mining 
is a risk and this risk should be covered 
by the government through the required 
support but when it becomes operational 
it would entail sustainable revenue.

Another point is the absence of in-
frastructures in the mining sector. Given 
that the mines are mostly located in re-
mote areas, there are problems about the 
road, electricity and transportation that 
the government should remove them. We 
should accept that elimination of these 
problems necessitates capital. 

What is the role of development 
organizations such as IMIDRO in the 
development of the mining sector?

Due to the problems prevalent in the 
private sector active in the field of min-
ing and that return of capital in the min-
ing sector is slower than other sectors of 
economy, there is less incentive for mak-
ing investment in this sector. Under such 
circumstances the role of development 
organizations such as IMIDRO which 
offers the required support to the private 
sector becomes further clear. This is at a 
time when in recent years IMIDRO has 
been beside active sectors and involved 
in bilateral partnership.

How would you assess the status 
of privatization in the mining sector?

Privatization was not soundly im-
plemented in most sectors and IMIDRO 

following privatization practices in the 
recent years is owing 35,000 billion rials 
for selling 70% of the properties of the 
organization which is separate from 200 
billion rials that has been given in pre-
vious governments as the settlement of 
the debts but has never returned and this 
caused problems for the organization.

How would you evaluate invest-
ment in the field of mining? 

After the Joint Comprehensive Plan 
of Action (JCPOA) grounds were pre-
pared for the arrival of technology to 
Iran. We can benefit from the knowledge 
of the world and with the necessary guar-
antees and by utilizing insurance attract 
more investment in the mining sector. 
Japan, South Korea, Germany and Italy 
are among the countries which have an-
nounced readiness for participation and 
investment but this requires cooperation 
of the Ministry of Economy, Ministry of 
Foreign Affairs and the Central Bank to 
provide the required facilities so that in-

vestment would be attracted. 

What measures should the gov-
ernment take for the development of 
mining?

First all the executive agencies 
should accept that the mining sector 
has proper capacity for the economic 
development of the country and is in 
need of special support. If we could get 
the raw materials from inside the coun-
try which is possible in many industries, 
more value added will be obtained and 
more job opportunities will be provided. 
Meanwhile, this requires cooperation of 
other branches and the Majlis takes the 
basic measures in the field of facilitat-
ing the existing rules and regulations. 
Sound planning should be made so that 
in a medium 5-10 year term parts of the 
activities will be completed. For exam-
ple, geology and exploration should be 
conducted in a medium-term period and 
although measures have been taken still 
more steps should be taken in this regard.

Have some resources been allo-
cated from the National Development 
Fund to the mining sector?

Some assistance has been given by 
the National Development Fund to the 
mining sector and loans have been put in 
the list but the serious problem in this field 
is the resources of the fund. Some of those 
who have received loans from the fund 
for different reasons are not capable of 
paying back and there are large amounts 
of arrears. Although the mining sector is 
among priorities of the fund to offer facili-
ties, it needs a more specific look.

How is the export situation of iron 
ore and its processed products?

Still certain amounts of iron ore are 
being exported. Last year 20 million tons 
of iron ore was exported about which 
some points are important. We should ex-
plore more iron ore and last year we only 
explored 7 million tons which should in-
crease to 40 million tons. Perhaps more 
exploration is in need of innovation and 
new technology. This point should also 
be taken into consideration that there is 
no problem if sometimes raw materials 
are exported but the revenues obtained 
through sales should be spent on making 
investment in the same sector and should 
not be spent as current expenditures.   

There are abundant 
grounds for 

implementation of 
Resistance Economy in 

the mines sector but 
less attention has been 
paid to the mines in the 
6th Development Plan.
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Iran keeps ramping up the production 
of direct-reduced iron, refusing to 
yield the palm to India, which follows 

Iran in the list of top producers.
The trend is likely to continue in 

2017, owing to strong crude steel produc-
tion targets in Iran. However, India also 
intends to increase steel output, which 
might add uncertainty to the leadership 
battle, Metal Expert reported.

In January-November 2016, Iran 
produced about 14.9 million tons of DRI, 
up by 10.8% year-on-year, according 
to the World Steel Association. Higher 
production results are attributed to an 
11% uptick in crude steel output, which 
reached 16.4 million tons over the period 
under review.

Iran is gradually increasing produc-
tion by relying on the export of semi-fin-
ished and finished steel as the local mar-
ket is still in the doldrums. It surpassed 
India in DRI production at the beginning 
of the year, becoming the world’s largest 
producer.

The rise came as global output of the 
product stood at around 54 million tons 
in 2016, down from 58 million tons the 
previous year.

Iran’s sponge iron production will 
further increase given the inauguration of 
new projects as well as plans to augment 

Iran Ranks First 
Worldwide in Sponge 

Iron Production
national steel production capacity, the as-
sociation has predicted.

Over January-November, Indian 
companies slashed DRI output by 14.8% 
to around 13 million year-on-year de-
spite the growth of crude steel production 
(+7.1% y-o-y to 87.5 million tons). The 
reason was increased use of scrap instead 
of DRI in the production chain due to 
changes in the environmental law.

Iranian market players are optimis-
tic about further developments, believing 
that the trend will continue in 2017. Their 
confidence is based on a competitive pro-
duction technology.

Iran’s DRI production is based on 
natural gas due to vast reserves and one 
of the cheapest gas prices in the world.

“The problem for Iran is how to use 
its vast gas reserves. Neighboring coun-

tries are reluctant to purchase gas from 
Iran at market prices … What Iran can 
do instead with its gas is to turn it into 
products derived from gas,” says Bahador 
Ahramian, a board member of the Iranian 
Steel Producers Association.

With high-quality natural resources, 
Iran will be able to maintain its leading 
position in the global DRI segment.

Moreover, for the first time ever, two 
Iranian companies, namely Golgohar Iron 
and Steel and Persian Gulf Saba Steel, 
started HBI (hot briquetted iron) produc-
tion that may add 2 million tons to future 
results, in case the market for merchant 
metallized products is favorable.

At the same time, for India, it will be 
quite difficult to catch up with Iran. Ac-
cording to India’s Sponge Iron Manufac-
turers Association, total DRI production 

capacity in the country is 48.6 million 
tons per year, of which around 75% (36 
million tons) are coal-based.

Moreover, India is the only country 
in the world making DRI using coal 
gasification.

“Coal gasification of DRI plant be-
came a real game changer. Proved eco-
nomic viability helps spread this technol-
ogy across the country. But in the current 
market conditions, it doesn’t look as at-
tractive as before,” a market insider told 
Metal Expert.

As coal is more pollutant than gas, 
Indian environmental authorities levied 
taxes on steel producers, which increased 
the cost for Indian producers.

Trying to maintain efficiency, many 
turned to scrap. As a result, in H1 2016, 
India increased scrap imports by 19.1% 
to almost 3.8 million tons, according to 
the Bureau of International Recycling.

India is likely to ramp up crude steel 
production next year by at least 5%, ac-
cording to WSA. This means that the raw 
material sector will get some support, 
but the question remains as to who wins 
at the end of the day–scrap suppliers or 
DRI-based steel mills.

Iran exported 324 thousand tons of 
sponge iron worth 85 million dollars in 
the first four months of the Persian year 
1396 (started 21 March 2017). The fig-
ure shows a growth of 24% compared to 
the same period a year before. The main 
destinations of Iranian sponge iron were 
Oman (40%), Kuwait (38%), India (8%) 
and Spain (7%).

Iranian Experts Indigenize Iron 
Ore Direct Reduction Method
Situated in Khuzestan Province, the 

first sponge iron production plant in the 
world based on the innovative method of 
Persian engineers called PERED has suc-
cessfully completed the experimental and 
production capacity tests and is ready for 
official use operation.

This unit marks the first direct reduc-
tion plant in the country equipped with 
the so-called PERED indigenized iron ore 
direct reduction method developed by Ira-
nian engineers. As of June, the plant has 
gradually increased its output to 70 tons 
per hour and practically come on stream.

That plant is located in southwest 
Iran, close to Iraq, and will be able to 
meet some of Iraq’s future crude steel 
demands.

The new projects will add a com-

bined 4.8 million tons/year of sponge iron 
capacity to Iran’s current nominal capaci-
ty of 17.3 million tons/year by December.

The module uses a domestic Iranian 
DR technology called PERED or Per-
sian Reduction, invented and patented by 
MME Co., an Iranian engineering com-
pany registered in Germany.

This is the first DRI module to use 
the technology. Three of the projects un-
der construction will also use PERED 
technology.

What Is DRI?
Direct-reduced iron (DRI), also 

called sponge iron, is produced from 
the direct reduction of iron ore (in the 
form of lumps, pellets, or fines) to iron 
by a reducing gas or elementary carbon 
produced from natural gas or coal. Many 
ores are suitable for direct reduction.

Reduced iron derives its name from 
the chemical change that iron ore under-
goes when it is heated in a furnace at high 
temperatures in the presence of hydrocar-
bon-rich gases, carbon monoxide, or el-
ementary carbon. Direct reduction refers 
to processes which reduce iron oxides 

to metallic iron at temperatures below 
the melting point of iron. The product of 
such solid state processes is called direct 
reduced iron.

The reducing gas is a mixture of gas-
es, primarily hydrogen (H2) and carbon 
monoxide (CO). The process temperature 
is typically 800 to 1200 °C. 

Process
Direct reduction processes can be 

divided roughly into two categories: gas-
based, and coal-based. In both cases, the 
objective of the process is to drive off 
the oxygen contained in various forms of 
iron ore (sized ore, concentrates, pellets, 
mill scale, furnace dust, etc.), in order to 
convert the ore to metallic iron, without 
melting it (below 1200 °C).

The direct reduction process is com-
paratively energy efficient. Steel made 
using DRI requires significantly less fuel, 
in that a traditional blast furnace is not 
needed. DRI is most commonly made 
into steel using electric arc furnaces to 
take advantage of the heat produced by 
the DRI product. 

Benefits
In modern times, direct reduction 

processes have been developed to spe-
cifically overcome the difficulties of con-
ventional blast furnaces. DRI is success-
fully manufactured in various parts of the 
world. The initial investment and oper-
ating costs of direct reduction plants are 
low compared to integrated steel plants 
and are more suitable for developing 
countries where supplies of coking coal 
are limited.

Uses
Sponge iron is not useful by itself, 

but can be processed to create wrought 
iron. The sponge is removed from the fur-
nace, called a bloomery, and repeatedly 
beaten with heavy hammers and folded 
over to remove the slag, oxidize any car-
bon or carbide and weld the iron together. 
This treatment usually creates wrought 
iron with about three percent slag and a 
fraction of a percent of other impurities. 
Further treatment may add controlled 
amounts of carbon, allowing various 
kinds of heat treatment (e.g. “steeling”).

Today, sponge iron is created by re-
ducing iron ore without melting it. This 
makes for an energy-efficient feedstock 
for specialty steel manufacturers which 
used to rely upon scrap metal. 

Iran is gradually 
increasing production by 
relying on the export of 

semi-finished and finished 
steel as the local market 
is still in the doldrums.
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A consortium of Iranian private 
companies has signed a deal worth 
$1 billion with the Iranian Mines 

and Mining Industries Development and 
Renovation Organization to develop one 
of Iran’s largest lead and zinc mines. 

According to IMIDRO Chairman 
Mehdi Karbasian, the consortium is made 
up of Iran Lead and Zinc Industries and 
Mining Association and six private com-
panies, led by Mobin Mining and Con-
struction Company.

Mehdiabad Mine is a world-class 
oxide, sulfide and mixed oxide/sulfide 
zinc, lead and silver deposit. It has 154 
million tons of proven and up to 400 
million tons of estimated reserves, 70% 
of which are zinc and the rest are lead, 
silver and barite.

According to IMIDRO, the mine’s 
reserves can reach up to 700 million tons 
through further explorations.

Operations at the mine started sev-
eral years ago after a joint venture was 
formed between the Australian company 
Union Capital Limited and mining and 
engineering company Iran ITOK. But 
after the two investors ran into disagree-
ments with the government over the de-
tails of the deal, operations in Mehdiabad 
came to a halt.

“This project was stagnant for over 
two decades … Its lack of progress 
brought us to look for new investors,” 
IMIDRO public relations quoted 
Karbasian as saying.

Based on the new deal, the consor-
tium is set to operate the mine for the 
next 25 years. It is expected to establish 
two plants producing zinc, and lead and 
silver concentrate with an annual output 
capacity of 800,000 and 80,000 tons re-
spectively in four years.

According to Bahram Shakouri, Mo-
bin’s managing director, his company is 
already holding talks with foreign and 

local partners for marketing the products 
and is discussing cooperation with Swiss 
and Spanish firms to further develop the 
mine.

Mehdiabad Mine is of utmost 
importance to the Iranian lead and zinc 
industry, as it is the country’s only major 
source of the minerals.

For years, lead and zinc producers 
relied on Angouran Mine located in Za-
njan Province to provide their feedstock. 
Angouran is one of the oldest mines in 
the country, extraction from which dates 
back to the 1960s. Years of exploitation 
have depleted the mine’s reserves.

According to Angouran Lead and 
Zinc Complex’s manager Mansour 
Sheibani, only about 9 million tons of 
minerals are left in the mine, 2 million 
tons of which are in underground reserves 
while the rest are on the surface.

“With the current annual extraction 
rate of 750,000 tons of minerals, the mine 
will be exhausted by 2027,” he said.

Global zinc production currently 
stands at 13 million tons per year with 
Iran accounting for about 1% of the fig-
ure, making it the world’s 19th and Asia’s 
7th largest producer of the metal.

Experts believe that the industry has 
the capacity to boost production, consid-
ering Iran’s sizable zinc reserves.

This is while Iranian zinc smelting 
plants are currently using only 150,000 
tons of their 450,000-ton production ca-
pacity, according to the head of Iran Lead 
and Zinc Exporters Association.

Hassan Hosseinqoli also said the 
lack of feedstock has caused zinc smelters 
to operate at 33% of their actual capacity.

Mehdiabad has zinc ore grades 
of between 2 and 4 percent, meaning 
800,000 tons of zinc concentrate a year 
would supply between 16,000 and 32,000 
tons of refined zinc to the 13.7 million ton 
global market annually.

The project had been under con-
sideration since the 1990s but had faced 
multiple delays.

The mine, located in Iran’s central 
Yazd Province, holds above 150 mil-
lion tons of definite reserves of zinc - the 
world’s second largest.

Mohammad-Reza Nematzadeh, 
Iran’s Minister of Industry, Mine and 
Trade, described Mehdiabad project as 
one which could significantly contribute 
to the added-value chain of Iran’s mining 
industry, specifically given its potential to 
meet at least 4% of the total global de-
mand for zinc. 

Iran has struggled to lure foreign 
investors since it signed a deal in 2015 
with six world powers to curb its nuclear 
program in return for the lifting of inter-
national sanctions against it.

Global Refined Zinc and Lead 
metals to Grow by 2% in 2017
The Standing Committee of the In-

ternational Lead and Zinc Study Group 
(ILZSG) in its spring session held on 

Iran to Emerge as 
World’s Key Zinc 
Supplier Soon

April 26, 2017 in Lisbon, Portugal re-
viewed the current outlook for trends in 
world supply and demand for lead and 
zinc during 2017. According to the re-
view, global demand for refined zinc and 
lead is expected to rise by over 2% each 
during the year.

Lead
According to ILZSG, the global de-

mand for refined lead metal is forecast to 
total 11.39 million tons in 2017, margin-
ally higher by 2.3% over the previous 
year. The demand growth will be mainly 
driven by Chinese demand, which is ex-
pected to grow by 4.3% over the previous 
year. The lead metal usage by Europe is 
forecast to remain flat. It must be noted 
that the European region had posted near-
ly 10% jump in usage during 2016. IL-
ZSG predicts flat steady demand growth 
in Japan and the Republic of Korea. Both 
India and the US are expected to record 
demand growth of nearly 1.5% in 2017.

The lead mine production is expect-
ed to surge higher significantly by 4.3% 

over the previous year in 2017. The full 
year lead mine production is estimated at 
4.92 million tons, mainly on the back of 
ramped-up production from China. The 
output by other major producing coun-
tries such as Canada, Greece, Kazakh-
stan, Mexico and India are also expected 
to post considerable growth in 2017. Spe-
cifically, higher output is expected from 
Hindustan Zinc’s Rajasthan operations.

The global refined lead metal pro-
duction is anticipated to increase by 
2.2% year-on-year to 11.39 million tons 
in 2017, on account of increased output 
by China and India. It must be noted that 

world refined lead metal output had in-
creased by 2.8% in 2016. The output by 
Belgium and the US are likely to show 
significant improvement during the year. 
The recently commissioned lead-acid 
battery recycling plant in Nevada will 
also contribute to the lead output during 
the current year, stated ILZSG.

ILZSG anticipates close balance 
between refined lead metal supply and 
demand in 2017. Further, the reported 
inventory levels of refined lead are 
forecast to remain more or less similar to 
current total.

Zinc
The global demand for refined zinc 

metal is forecast to total 14.30 million 
tons in 2017, marginally higher by 2.6% 
over the previous year. The demand had 
witnessed rise of 3.1% in 2016.

The demand from the European 
region is likely to remain more or less 
stable with a modest rise of 0.7% in 2017. 
The rise in demand in Belgium, Italy and 
the Russian Federation will be partially 
offset by reduced demand from France. 
The apparent usage by the US will recover 
during the current year. China and India 
will see rise in refined zinc metal demand, 
whereas Thailand is likely to report fall in 
demand. The demand may remain stable 
in Japan and Korea.

Meantime, refined zinc mine pro-
duction is forecast to surge higher by 
6.7% to 13.70 million tons in 2017. The 
mine production had declined by 5.5% 
in 2016. The completion of maintenance 
works at Hindustan Zinc’s Rampura 
Agucha operation in India will lead the 
production recovery. ILZSG forecasts 
increased output from Peru’s Antamina 
mine and Finland’s Sotkamo operation. It 
also expects higher output from mines in 
China, Australia and Eritrea.

The refined zinc metal output will 
rise 2.6% to 14.08 million tons in 2017, 
mainly on the back of rise in output 
by China and India. Ongoing strike at 
Valleyfield refinery may badly impact 
Canadian production. Damages caused 
by floods may affect production from 
Cajamarquilla zinc plant in Peru. Similar 
decline in refined zinc metal production 
is anticipated from Thailand and Korea.

The global demand for refined zinc 
metal will exceed supply in 2017, despite 
sharp rise in zinc mine output. ILZSG 
forecasts the refined zinc metal to end in 
deficit of 226,000 tons. 

Mehdiabad Mine is of 
utmost importance to 
the Iranian lead and 

zinc industry, as it is the 
country’s only major 

source of the minerals.
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According to Iranian Mines and 
Mining Industries Development 
and Renovation Organization 

(IMIDRO), Iranian crude steel produc-
tion capacity grew 32% from fiscal year 
March 2013-14 to 29.8 million tons (mt) 
in the last Iranian year (ended March 20, 
2017) and is expected to reach 31 mt by 
the end of the current fiscal year.

Steel production rose 15% during 
the same four-year period from 16.1 mt 
to 18.5 mt.

IMIDRO forecasts production to 
remain more or less the same this year. A 
comparison of steelmaking capacity and 
actual production brings into light the 
industry’s capacity utilization ratio, a key 
indicator of the sector’s health.

In capacity utilization, the Iranian 
steel industry has mostly moved against 
the global trend. The ratio’s only growth 
was recorded in the fiscal March 2014-
15, as it grew from 72% the year before 
to 78%. 

It has been on a downtrend ever 
since, dropping to 62% last year and is 
forecast to shed another 2% this year. The 
global utilization ratio, on the other hand, 
is recovering from its low of 65% in 2015 
to 73% in 2016.

It is expected to stand at 72% for 
2017, according to World Steel Associa-
tion. What this indicates is that Iran is 
creating more steelmaking capacity than 
it can use, meaning higher operational 
costs and lower competitiveness.

This trend is likely to continue, con-
sidering that any growth in steel demand 
in the recession-hit construction sector, 
the main driver of steel consumption in 
Iran, seems unlikely to keep pace with 
steel expansion trend.

In its latest report titled “Short 
Range Outlook for 2017-18”, the World 
Steel Association forecasts that Iranian 
steel demand will increase by 4.9% to 
20.04 mt in 2017 and increase to 6% in 
2018 with 21.255 mt.

Demand growth would still be too 
low to boost production. Here, exports 
may be the industry’s path to salvation, 
as they are the only alternative to the 
slump-stricken local market. Iranian 
mills exported over 3.74 mt of semis and 
1.79 mt of steel products in the last fiscal 
year, registering a 108% and 16% growth 
respectively compared to the preceding 
year, the Iranian Steel Producers Associa-
tion reported.

Planning Big for  Iranian Steel;
Targeting 55 mt of Ste el Production Annually
Thailand, the UAE, and Taiwan 

were the main customers of Iranian steel, 
accounting for 16%, 12% and 11% of 
5.53 mt of total exports, according to 
IMIDRO.  

Italy with 9%, Oman with 7%, Chi-
na with 7%, Iraq with 6%, Afghanistan 
with 5%, Jordan with 3%, Turkey with 
3%, Egypt with 3%, Brazil with 3%, 
Spain with 2%, Morocco with 2% and 
Turkmenistan with 2% followed.

Nonetheless, the government seems 

intent on pursuing its ambitious steel 
capacity expansion plan to become the 
world’s sixth largest steelmaker, as part 
of its 20-Year Vision Plan (2005-25). It 
entails an annual production of 55 mt of 
crude steel and 20-25 mt of exports per 
year by the deadline.

Iron ore concentrate production 
capacity grew 54% during the same four-
year period under review to 44.35 mt in 
the last fiscal year. 

Production grew only about 30% 

2015, 14th is Iran’s position in crude steel 
producing countries ranking.

Steel is a strategic commodity for 
the country of about 80 million. It is cru-
cial for a developing country to meet steel 
demand which comes from massive infra-
structure development. For Iran, iron and 
steel industry is a basic industry impor-
tant and necessary for national economy 
growth and always has been considered 
as a supporting industry for realizing the 
industrialization of the country. 

Iron and steel industries are inten-
sive in terms of technology, capital, re-
sources and energy, and its development 
requires a comprehensive balancing of 
different kinds of external conditions. In 
terms of mineral and energy resources 
Iran enjoys its high reserves of iron ore 
and energy resources of natural gas and 
crude oil but when it comes to technology 
and financial resources, the industry faces 
a lot of problems. 

Largest DRI Producer
Iran is the largest producer of gas 

based DRI in the world. According to the 
latest report of MIDREX, in 2014 Iran’s 
DRI output was 14.55 mt which after In-
dia with production of 17.31 mt was the 
second largest producer of DRI. 

It should be noted that a large quan-
tity of the DRI made in India is produced 
in rotary kilns using coal; therefore, Iran 
had the largest production by plants using 
natural gas as the fuel/reluctant. However 
by commissioning new plants, Iran will be 
dominant producer of DRI in the world. 
There are a lot of Direct Reduction based 
plants under construction. More than 90 
percent of Iran’s targeted 55 mt capacity 
is based on direct reduction technology. 
Iran first took over India after the release 
of the WSA’s DRI output for the month 
of March. World Steel Association’s 
production figures are based on data 
collected from 14 countries, which ac-
counted for approximately 90 percent of 
the global DRI production in 2014. India 
has reduced its DRI production because 
of the coal-based technology and related 
additional expenses that appeared after 
the government introduced environmen-
tal fees this financial year. As a result, In-
dian producers are switching to usage of 
alternative raw materials. The country’s 
seven-month DRI production was down 
22.7 percent year-on-year to 8.2 mt.

during the period to stand at 31.36 mt last 
year. This brings capacity utilization ratio 
to 71% from the high of 84% four years 
ago.

For pellets, output capacity grew 
45% over the four years to reach 32 mt 
last year. Production was up 23% to 
25.62 mt last year. Therefore, capacity 
utilization ratio stood at 80% last year, 
while it hovered above 95% for the three 
preceding years.

Planning Big: 
55 mt Annual Production Target
By possessing 2.7 billion tons (bt) of 

proven iron ore reserves containing 1.5 
bt of iron and estimated total reserves of 
4.5 bt, Iran is standing in the 10th rank 
of world ranking table of iron ore reserve 
holders. Steel making business in Iran 
can enjoy amazing advantages of large 
domestic market, low energy costs and 
educated work force and great iron ore 
reserves. With 16 mt crude steel output in 
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2025 Plans
To keep pace with demand in its in-

dustry and an economy being billed as one 
of the emerging Next Eleven and relying 
on its iron ore reserves and other sig-
nificant advantages, Iran is planning big 
for the steel industry to increase its steel 
production to 55 mt per year by 2025. 
Meanwhile, Iranian Mines and Mining 
Industries Development and Renova-
tion Organization (IMIDRO) unveiled 
a comprehensive plan aimed at increas-
ing steel production capacity in southern 
Iran. According to IMIDRO, new steel 
making plants will be established in Cha-
bahar, Qeshm and Bandar Abbas regions. 
To meet 55 mt of steel production, 60 mt 
of sponge/pig iron, 92 mt of pellets, 90 mt 
of concentrate and 159 mt of iron will be 
required in the entire value chain of iron 
ore to crude steel. 

According to Iran’s Comprehen-

Iranian Steel Demand 
Expected to Rise 6% to 

21.255 mt in 2018

sive Steel Plan, there will be deficit 
of 43 mt of iron ore and 18 mt of pel-
lets which should be imported. It is es-
timated that Iran’s steel consumption 
will be doubled to 41 mt from its cur-
rent 20 mt leaving 14 mt of oversup-
ply which will be available for exports. 
The most significant challenge of steel 
development based on 2025 plan will be 
lack of finance sources from government. 
It is clear that Iranian steel companies and 
iron ore producers need to attract equity 
funding and loans from offshore groups.

More Investment Needed to Raise 
DRI Production Capacity

Iran needs more investment to in-
crease production capacity for direct re-
duced iron and most of the new invest-
ment in the industry should be directed 
to DRI expansion, according to Rasoul 
Khalifesoltani, secretary of the Iranian 
Steel Producers Association, speaking at 
a conference in Tehran in May.

“Although we do not agree with ex-
port of sponge iron, I believe that DRI 
export is quite attractive for Iranian pro-
ducers,” he said.

“Turkey, the neighboring country, 
is a huge importer of ferrous scrap and 
it could replace a portion of its scrap im-
ports with sponge iron, if we develop our 
production enough,” he said. “There is 
demand for at least 10 mt/year of sponge 
iron in Turkey,” he estimated.

“On the other hand, shortage of 
sponge iron is a challenge for Iranian ex-
pansion projects and more DRI modules 

Iran Aims to Become 
World’s Sixth Largest 

Steelmaker by 2025

should be installed in Iran,” he said.
Khalifesoltani noted that the Iranian 

steel development expansion to 55 mil-
lion mt/year capacity by 2025 is being re-
alized but new investment for production 
of 11 million mt/year of iron ore concen-
trate, 6 million mt/year of iron ore pellet 
and 12.5 mt/year of DRI is still needed.

He also predicted that Iran’s capacity 
to export steel will be increased to some 
20 mt/year proportional to the increase in 
output up to 2025, which will comprise 
about 11 mt/year of flat products, 6.5 mt/
year of longs and about 2.5 mt/year of 
semi-finished products.

As a result of cheap natural gas, Iran 
is one of the world’s biggest producers of 
DRI. The country produced some 16.01 
mt of DRI in 2016, up 10.1% year on 
year.

Some 85% of Iran’s steel industry is 
based on direct reduction technology for 

steelmaking using natural gas instead of 
coal.

Iranian mines and metal state hold-
ing IMIDRO, in February said it is nego-
tiating with Japan’s Kobe Steel to use its 
technology at reducing water and energy 
consumption by Iranian DRI modules.

Iran Steel Production 1991-2017
Steel production in Iran decreased to 

1785.30 thousand tons (tt) in June from 
1790 tt in May 2017. Steel production in 
Iran averaged 767.23 tt from 1991 until 
2017, reaching an all-time high of 1790 tt 
in May of 2017 and a record low of 166 tt 
in September 1991.

June 2017 Crude Steel Production
World crude steel production for the 

67 countries reporting to the World Steel 
Association (worldsteel) was 141.0 mt in 
June 2017, a 3.2% increase compared to 
June 2016.

World crude steel production 
was 836.0 mt in the first six months of 
2017, up by 4.5% compared to the same 
period in 2016. Asia produced 576.8 mt 
of crude steel, an increase of 4.8% over 
the first half of 2016. The EU produced 
86.1 mt of crude steel in the first half of 
2017, up by 4.1% compared to the same 
period of 2016. North America’s crude 

steel production in the first six months of 
2017 was 57.4 mt; an increase of 2.4% 
compared to the first half of 2016. The 
C.I.S. produced 49.7 mt of crude steel in 
the first six months of 2017, a decrease 
of -2.5% over the same months of 2016.

 World - Crude steel production 
reached 141 mt in June 2017, up by 
3.2% over June 2016 (YoY)  
World crude steel production was 
836.0 mt in the H1-2017, up by 
4.5% YoY 

 Asia - Produced 576.8 mt of 
crude steel in H1-2017, an increase 
of 4.8% YoY
China - Crude steel production was 
73.2 mt, up by 5.7% YoY.
Japan - Produced 8.4 mt, down by 
-4.3% YoY 

 EU - Produced 86.1 mt of crude 
steel in H1-2017, up by 4.1% YoY
Germany - Produced 3.6 mt, down 
by -1.7% YoY
Italy - Produced 2.1 mt, up by 1.8% 
YoY

 Middle East
Turkey - 3 mt, up by 7.1% YoY
Iran - 1.8 mt, up by almost 16% 
YoY
US - Produced 6.7 mt, down by 
-1.7% YoY

 Brazil - Produced 2.9 mt, 
up by 13.2% YoY

 CIS - Produced 49.7 mt of 
crude steel in H1-2017, 
a decrease of -2.5% YoY  
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Globalization Resets
The two decades following the Cold 

War were celebrated and decried 
as the era of globalization. Cross-

border movement of capital, goods, and 
people expanded inexorably. Between 
the fall of the Berlin Wall in 1989 and the 
early onset of the global financial crisis 
in 2007, international capital flows grew 
from 5 percent of global GDP to 21 per-
cent; trade leaped from 39 percent to 59 
percent; and the number of people living 
outside their country of birth jumped by 
more than a quarter.

But today the picture is more com-

plex. International flows of capital have 
collapsed. Trade has stagnated. Only the 
cross-border movement of people march-
es on.

Do these developments portend the 
start of a new era—perhaps one of deglo-
balization? Such a reversal is possible: 
the rapid globalization of the late 19th 
century gave way to the deglobalization 
of the early 20th. And yet, in the absence 
of a shock comparable to World War I or 
the Great Depression of the 1930s, histo-
ry seems unlikely to repeat itself. A look 
beyond the headlines suggests that glo-

balization is changing rather than stagnat-
ing or reversing.

Capital Flows
Consider first the trends in global 

capital movement—the most compel-
ling area of the deglobalization story. The 
McKinsey Global Institute (Lund and 
others, 2013) reports that, in 2008, cross-
border flows of capital crashed to 4 per-
cent of global output, a fifth of their peak 
the previous year (see Chart 1). That col-
lapse, and the even lower level of cross-
border financing in 2009, reflected the ex-

traordinary freeze-up of financial markets 
following the September 2008 bankrupt-
cy of the U.S. investment firm Lehman 
Brothers. But what is more remarkable 
is that financial globalization has yet to 
recover. McKinsey, in an update of the 
data used in its 2013 study, reports cross-
border flows fell to 2.6 percent of global 
GDP in 2015 and over the period 2011–
15 averaged just 5.4 percent of global 
GDP—a quarter of the 2007 level. 

What might explain this? The first 
clue can be found by separating cross-
border finance into four categories (see 
Chart 2). One of these—portfolio equity 
investment, that is, investors’ purchases 
of shares in foreign stock markets—is up 
slightly in dollar terms since 2007. Two 
types of flows—bond purchases and for-

eign direct investment—have fallen, but 
not dramatically. It is the fourth—bank 
lending—that has col-
lapsed. In 2015, net cross-
border lending was actu-
ally negative, as banks 
called in more internation-
al loans than they extend-
ed. Taking these figures 
together, McKinsey calcu-
lates that the evaporation 
of cross-border bank lend-
ing explains three-quarters 
of the overall fall in cross-
border finance since 2007.

To some extent—in-
deed, probably to quite a 
large extent—the retreat 
from cross-border lend-

ing represents a healthy correction. In the 
years before 2007, two parallel manias 
boosted international lending unsustain-
ably: European banks were loading up 
on U.S. subprime mortgages, and banks 
in northern Europe were lending prodi-
giously to the Mediterranean periphery. 
It is therefore not surprising that the col-
lapse of cross-border lending has been 
concentrated among banks in Europe. 
According to the Bank for International 
Settlements, euro area banks reduced 
their overseas claims by almost $1 tril-
lion annually in the eight years following 
the Lehman Brothers bankruptcy, a far 
more dramatic contraction than occurred 
in other regions.

Getting it Right
Seen in this light, the years leading 

up to the financial crisis are not a useful 
guide to how much financial globaliza-
tion is normal or desirable. Cross-border 

Trade is a clearly 
beneficial aspect of 

globalization. A world 
with minimal trade 

barriers allows producers 
in each country to 
concentrate on its 

comparative advantages, 
learn through global 

competition, and reap 
economies of scale. 
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capital flows peaking at 21 percent of 
global output reflected a toxic mix of am-
bition and credulity, notably among Euro-
pean banks. But if 2005–07 was an aber-
ration, what is the appropriate benchmark 
for global integration?

One way to answer this question 
is to consider the period from 2002 to 
2004, a relatively calm interlude between 
the early 2000s crash of internet-based 
companies (the so-called dot-com col-
lapse) and the U.S. subprime borrowing 
and euro area bank lending mania later 
in the decade. In those three years, cross-
border capital flows averaged 9.9 percent 
of global GDP. Judging by that bench-
mark, the new normal of 2011–15 is just 
over half the old normal of the previous 
decade. By this measure, financial deglo-
balization may have overshot.

There is, however, a second way of 
answering the question, for what was nor-
mal even in the calm years of the early to 
mid-2000s may not necessarily have been 
desirable. Since that time, there has been 
a reappraisal of the case for cross-border 
finance. For one thing, some of its theo-
retical advantages appear to be just that: 
theoretical. In principle, financial global-

ization allows savers in rich countries to 
reap high returns in fast-growing emerg-
ing market economies, thus easing the 
rich-country challenge of paying for re-
tirement. Meanwhile, it supplies foreign 
capital to emerging market economies, 
allowing them to invest more and thereby 
catch up faster with the rich world. But 
in reality, many large emerging markets 
have grown by mobilizing domestic sav-
ings, exporting capital rather than import-
ing it. The textbook case for financial 
globalization exists mostly in textbooks.

If the upside of financial global-
ization has been elusive in practice, the 
downsides have grown more obvious. 
First, global capital tends to rush into 
small open economies during good times, 
aggravating the risk of overinvestment 
and bubbles; it flees in bad times, exacer-
bating recession. That has led middle-in-
come nations to experiment with capital 
controls. Second, cross-border banking 
involves large, complex, and hard-to-reg-
ulate lenders, which poses risks to society 
that became evident during the 2008 bust. 
Because of those risks, regulators in the 
rich world have discouraged banks from 
foreign adventures, which has added ma-

terially to deglobalization. Forbes, Rein-
hardt, and Wieladek (2016) show that, in 
the case of Britain, regulatory discour-
agement of foreign lending can be re-
markably powerful, accounting for about 
30 percent of the attrition in cross-border 
lending by U.K. banks during 2012–13.

Although there is no denying that fi-
nance is less international than it used to 
be, it is debatable whether this retrench-
ment is best described as “deglobaliza-
tion,” with its connotations of retreat, or 
as something more positive—“sounder 
global management.” After all, the new 
regulatory restrictions are at least partly 
a response to the risks of cross-border fi-
nancing, which suggests a desirable level 
of flows considerably lower than the 9.9 
percent of global output during 2002–04. 
If the optimal ratio were, say, around 5 
percent, today’s degree of financial glo-
balization might be just about right.

Trade Retreat
Now consider the second form of 

globalization: trade. Here, there is less 
doubt about the benefit of cross-border 
activity. The great development success 
stories of east Asia were built on exports. 

From Africa to Latin America to south 
Asia, autarky, in which states prefer self-
sufficiency to trade, has fared badly as a 
formula for poverty reduction. According 
to economists Gary Hufbauer and Euijin 
Jung (2016), progressive trade expansion 
since World War II has added more than 
$1 trillion a year to U.S. national income, 
and the global gains are commensurately 
larger. Although it is true that trade, like 
technological advances, can skew the 
distribution of income, the benefits of 
globalization to the overall economy far 
outweigh the losses to workers hurt by 
imports. So the right response to inequal-
ity is not protectionism. It is taxing and 
spending policies that redistribute some 
of the overall gains to those who are hurt 
by trade. That this redistribution has so 
far been inadequate is a failure of politics 
rather than of globalization.

Because trade is so beneficial, the 
current backlash against it is damaging. 
The Doha Round of global trade talks has 
failed; the Trans-Pacific Partnership faces 
an uncertain path to ratification; efforts 
to conclude the Transatlantic Trade and 
Investment Partnership have stalled. By 
opting to leave the European Union, Brit-

ish voters demonstrated indifference to 
the benefits of Europe’s single market—
or at least their unwillingness to accept 
migration as the price of membership. In 
the United States, the recent presidential 
campaign showed how support for trade 
has withered. Republican presidential 
candidate Donald Trump promised to im-
pose punitive tariffs on trading partners. 
Democratic candidate Hillary Clinton 
abandoned her support for the Trans-Pa-
cific deal.

This backlash mir-
rors a sharp deceleration 
in the growth of trade 
relative to GDP. Between 
1990 and 2007, global 
trade grew at about twice 
the rate of global output; 
since 2008, it has lagged 
global growth. As with 
financial globalization, 
this setback has outlasted 
the immediate aftermath 
of the Lehman crisis. 
Measured as a share of 
global GDP, trade crashed 
in 2009, then recovered 
sharply in 2010–11. But 
starting in 2012, it drifted 
sideways and then down 
(see Chart 3).

And yet, as with finance, this seem-
ing shock to the project of constructive 
globalization is not as bad as it looks. A 
small part of the slowdown reflects the 
erection of myriad subtle trade barriers—
what Hufbauer and Jung term “micropro-
tectionism.” The IMF recently examined 
the effects of this uptick in protectionism 
and called them “limited.” So a larger 
part of the trade slowdown reflects statis-
tical factors that should not be interpreted 
as setbacks to globalization. Some part 
may even reflect shifts that prove how ef-
fectively globalization is working.

Take, for example, the decline in 
trade from 60 percent of global GDP in 
2014 to 58 percent in 2015—a fall equiv-
alent to $4.5 trillion. A good chunk of this 
decline is a statistical illusion: the dollar 
was stronger and commodity prices were 
lower, so the dollar value of trade went 
down. Most obviously, the oil price was 

If globalization is the 
process of sharing ideas 

and resources across 
borders, the evidence 
reviewed here is more 

positive than otherwise.
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48 percent lower in 2015 than in 2014, 
causing an $891 billion drop in the value 
of oil traded, even though the number 
of barrels traded actually increased (BP, 
2016). This effect alone explains a fifth 
of the shortfall in trade relative to GDP 
in 2015. Meanwhile, the price of iron 
ore was down 43 percent, and wheat was 
down 24 percent. These price adjustments 
make trade look anemic, but they tell us 
nothing about the health of globalization.

Trade can also be affected when pro-
duction moves closer to consumers, even 
when this is not prompted by protectionist 
impediments to cross-border commerce. 
For example, a breakthrough in drilling 
technology, called fracking, has reduced 
the U.S. need to import oil and gas. The 
maturation of manufacturing supply 
chains in Asia may be having a similar 
effect. China used to assemble products 
such as the iPhone, importing such com-
plex components as semiconductors. To-
day, China’s increasing sophistication al-

lows it to make components domestically, 
reducing imports. In this way, ironically, 
China’s trade-based development model, 
which is a prime example of the success 
of globalization, has allowed it to reduce 
some aspects of its trade dependence.

Two final considerations encour-
age the conclusion that trade’s apparent 
stagnation is not a grave setback—at 
least, not yet. First, as the world economy 
becomes richer, it shifts naturally from 
manufacturing to services, and services 

are traded less, partly be-
cause of higher protec-
tionist barriers in service 
industries. Second, to the 
extent that current ac-
count imbalances shrink, 
trade may decelerate, 
even though smaller im-
balances are a sign of 
healthier globalization. 
In 2007, according to the 
World Bank, China ran a 
current account surplus 
equivalent to 10 percent 
of its economy—mean-
ing that a shortfall in do-
mestic spending required 

it to generate net exports worth a tenth 
of output. But by 2015, China’s current 
account surplus had shrunk to just 3 per-
cent. China is now spending more of its 
income, so it is no longer compelled to 
ship so much of what it makes abroad. 
Of course, China could theoretically 
trade more even while avoiding a trade 
surplus. But reductions in savings imbal-
ances may be a factor behind sluggish 
trade data. Savings deficits have shrunk 
in the United States and Mediterranean 
Europe even as China’s savings surplus 
has fallen.

In sum, trade is a clearly beneficial 
aspect of globalization. A world with 
minimal trade barriers allows producers 
in each country to concentrate on its com-
parative advantages, learn through glob-
al competition, and reap economies of 
scale. The policy backlash against trade 
is therefore troubling, especially since 
a less open and competitive world will 
mean slower gains in productivity, adding 
to the squeeze on middle-class incomes 
that trade’s critics lament. But the trade 
data, sometimes cited to support the view 
that we are deglobalizing already, do not 
justify despondency—at least, not yet.

Migration Grows
The third aspect of globalization, the 

movement of people, has been growing of 
late. During the 1990s, there was almost 
no increase in economic migration rela-
tive to global population: at the start of 
the decade, economic migrants accounted 
for 2.5 percent of the world’s people; in 
2000 the share was 2.6 percent (see Chart 
4). Since the turn of the century, however, 
migration has gained momentum, ris-
ing to 3 percent of global population by 
2015. Some 222 million people now live 
outside their native countries, suggesting 
that expatriate opportunities outweigh the 
psychological benefits of rootedness—
proximity to family and a sense of cul-
tural affinity.

Tragically, trends in flows of refu-
gees fleeing wars and other instability 
have followed a similar pattern, accord-
ing to the World Bank. From 1990 to 
2005, refugees declined as a share of 
global population, from 0.37 percent to 
0.20 percent. But that trend has since re-
versed, with the refugee share rising to 
0.29 percent in 2015—still lower than the 
proportion in the first half of the 1990s, 

The progress of 
globalization depends on 
two forces: technology, 
which eases travel and 
communication, and 

politics that underpin an 
open world. 

when millions fled the fighting in the for-
mer Yugoslavia, but bigger in absolute 
numbers. In 2015 there were 21 million 
refugees, more than the peak of 20 mil-
lion in 1992. Moreover, the number of 
internally displaced people is higher now. 
The global problem of war and disaster-
driven displacement is now at a record.

More Positive than Negative
If globalization is the process of 

sharing ideas and resources across bor-
ders, the evidence reviewed here is 
more positive than otherwise. Financial 
globalization has reversed, but the new 
level may be healthier. What’s more, for-
eign direct investment—the most stable, 
knowledge-intensive, and productive 
form of cross-border capital flow because 
it gives those in recipient countries a di-
rect role in running a business—now ac-
counts for a far larger share of total cross-
border flows. With respect to trade, the 
political climate is damagingly hostile, 
but recent trade data are less worrisome 
than they appear. Meanwhile, the move-
ment of people, perhaps the most im-
portant of the three traditional forms of 
globalization, continues to outpace global 
population growth. If globalization is ul-
timately about freeing individuals to seek 
inspiration and opportunity beyond their 
borders, or even just to escape harsh cir-
cumstances at home, there is little sign of 
a slowdown.

But the most compelling ground for 
optimism lies elsewhere. During the past 
15 years or so a fourth channel for global-
ization has emerged, one that was barely 
recognized when the Berlin Wall came 
down. Ideas, data, news, and entertain-
ment are now shared globally on the inter-
net, in volume that dwarfs the traditional 
channels of interaction across borders. 
The McKinsey Global Institute (Manyika 
and others, 2016) reckons that this digital 
globalization now exerts a larger impact 
on growth than merchandise goods trade. 
Millions of small businesses that lack the 
scale to venture abroad physically have 
turned themselves into exporters by par-
ticipating in online marketplaces. Some 
900 million people use social media to 
connect with friends or 
colleagues across borders. 
Millions of students study 
in virtual classrooms, 
taught by people on the 
other side of the world.

The progress of glo-
balization depends on two 
forces: technology, which 
eases travel and commu-
nication, and politics that 
underpin an open world. 
The remarkable thing 
about the 1990s was that 
both forces operated to-
gether: cheaper travel and 
telephony were reinforced 

by the opening up of China and by a se-
ries of breakthroughs in trade liberaliza-
tion—the North American Free Trade 
Agreement, the European single market, 
and the Uruguay Round of global trade 
negotiations.

There is no denying that the world 
finds itself in a new era: technology still 
drives integration forward, but political 
resistance is growing. And yet, for the 
moment, the drag from politics seems 
weaker than the thrust from technology. 
Absent some truly cataclysmic shock—
something akin to a world war or a de-
pression—the best bet is that globaliza-
tion will march on. 

By: Sebastian Mallaby 
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Alstom Signs Deal to Build 
Railroad Cars in Iran

High-ranking officials from Iran’s 
rail industry signed a major deal 
with the French rail car manufac-

turer Alstom to produce subway cars.
The agreement was signed in a cere-

mony in Tehran attended by Iran’s Minis-
ter of Industry, Mines and Trade Moham-
madreza Nematzadeh.

Officials from Alstom — a multina-
tional company operating worldwide in 
rail transport markets — the Industrial 
Development and Renovation Organiza-
tion of Iran (IDRO) and Iranian Rail In-
dustries Development Company (IRICO) 
inked the trilateral agreement (July 25).

Speaking at the ceremony, Nematza-
deh pointed out that the Iranian rail trans-
port industry has had a minor share in the 
country’s development, and called for ef-
forts to develop the industry.

Referring to subway projects in sev-
en metropolises nationwide, he noted that 
manufacturing subway cars is one of the 
primary requirements for the projects.

According to Nematzadeh, Alstom 
will hold 60 percent of the project, while 
each of the Iranian companies will invest 
20 percent. The minister did not give the 
value of the deal.

The aim of the partnership is to de-
velop a railroad car construction factory 
in the city of Abhar, 227 km to the west 
of Iran, where 1,000 wagon units are an-

ticipated to be built, he said.
Iran itself has a sizable capacity for 

construction of railroad cars. It can pro-
duce five passenger train coaches and 
3,000 freight wagons as well as 50-60 lo-
comotives a year.

“Given the Alstom’s major share in 
this contract, we also demand export of 
wagons, in addition to domestic supply,” 
Nematzadeh said.

“According to the agreement, the 
latest technology in the world will be 
coming to the country and in the first part 
of the cooperation, 2,000 metro rail car-
riages will be provided,” he added.

Nematzadeh said a team of represen-
tatives from German engineering giant 
Siemens was scheduled to visit Tehran 
later for talks on investment and transfer 
of technology.

Deputy Head of IRICO Majid Tala-
chian referred to the Alstom agreement 
and said that a similar deal will be signed 
with Siemens.

According to 
Nematzadeh, Alstom will 

hold 60 percent of the 
project, while each of the 
Iranian companies will 

invest 20 percent. 
The minister did not give 

the value of the deal.

He said two other companies will be 
involved in cooperation with Siemens but 
he declined to give further details.

Siemens has perhaps been one of 
the most proactive German firms in pur-
suit of opportunities in Iran after January 
2016 when Tehran and the world pow-
ers implemented a deal they had reached 
earlier to resolve a long-standing dispute 
over Iran’s nuclear program.

Siemens has been cooperating with 
Iran’s major industrial conglomerate 
MAPNA Group for years. It signed a 
contract with the Iranian giant in 2011 
to supply 150 locomotives to the Islamic 
Republic of Iran Railways. MAPNA suc-
cessfully acquired the technology and de-
livered the order in time.

Now the German company is ex-
panding its presence in the Iranian mar-
ket, which is in dire need of modern 
equipment as thousands of kilometers of 
new railroads, subways and electric and 
high-speed routes are being laid across 
the country.

Furthermore, MAPNA signed a pre-
liminary deal in October 2016 with Sie-
mens to manufacture 50 diesel electric 
locomotives for passenger trains. Another 
agreement was signed between MAPNA 
and Siemens last year for joint manufac-

ture of 70 electric locomotives to be used 
in the 926-km Tehran-Mashhad railroad, 
which is being electrified.

The IRI Railways and Siemens’ 
transportation subsidiary Siemens Mobil-
ity signed several memoranda of under-
standing in January last year to develop 
Iran’s railroads.

The agreements concern electrifica-
tion of the Tehran-Mashhad railroad and 
Tehran-Isfahan high-speed train, supply 
of 500 wagons, development of Iran’s 
railroad infrastructure and provision of 
consultation and technology.

Should the new deal be signed, 
IDRO and IRICO will be added to the list 

“According to the 
agreement, the latest 

technology in the world 
will be coming to the 

country and in the first 
part of the cooperation, 

2,000 metro rail carriages 
will be provided,” 

Nematzadeh added.

of Siemens’ major Iranian partners.
The new deals are part of a plan, 

based on which IDRO is tasked to man-
ufacture 2,000 passenger wagons to be 
used in the subways across Iran. The 
company was supposed to find partners 
through a tender.

IDRO’s Managing Director Mansour 
Moazzami said in the ceremony that Iran 
will need 8,000-10,000 wagons by the 
end of the Sixth Five-Year Development 
Plan (2017-22).

“But one of our problems is the in-
ability to manufacture the wagons domes-
tically, making use of our own financial 
resources, without access to latest mod-
ern technologies,” he said.

Iran has ramped up efforts to reno-
vate its aging railroad industry by attract-
ing foreign investment in light of the Joint 
Comprehensive Plan of Action (JCPOA), 
a nuclear agreement between Tehran and 
the P5+1 (Russia, China, the US, Britain, 
France and Germany) that went into ef-
fect in January 2016.

In April, Iran and Transmash holding, 
Russia’s largest company in the railway 
machine-building market, finalized a 
memorandum of understanding (MoU) 
to boost cooperation in production of 
railroad cars.  

G l o b a l  E c o n o m y
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The French carmaker Renault 
signed a multimillion-dollar deal 
in Tehran on August 7, agreeing to 

raise vehicle production in Iran just days 
after President Trump signed into law 
new sanctions against the country.

The roughly $780 million agree-
ment to produce as many as 150,000 ad-
ditional cars a year is the largest foreign 
auto deal in Iran’s history. It was a victory 
for President Hassan Rouhani, who was 
sworn into office on August 5, after being 
re-elected this year promising to revital-
ize an economy hurt by sanctions.

Iran is increasingly attracting foreign 
investors, despite restrictions imposed by 
the United States over its missile program 
and its military activities in the region.

American restrictions stop most in-
ternational banks from providing financ-
ing or credit to Iran, and the country is cut 
off from international payments systems 
for using debit and credit cards.

On August 2, President Trump 

signed into law new sanctions against 
Iran, Russia and North Korea. It is un-
clear if the Renault deal violates any 
unilateral US trade barriers still in place 
against business with Iran.

Still, the agreement to establish a 
joint venture with a government-run con-
glomerate is welcome news for Iran.

Renault has pledged to open two 
factories with Iranian partners.

Sanctions lawyers in the United 
States said Renault’s decision to proceed 
with the joint venture indicated it was 
confident that the nuclear deal would sur-
vive, despite the Trump administration’s 
threats to withdraw from it.

Farhad Alavi, managing partner of 
the Akrivis Law Group in Washington, 
said Renault’s decision also signaled that 
it had “likely undertaken a great deal of 
care to ensure that it is fully compliant.”

Another major French carmaker, 
Groupe PSA, which produces brands like 
Peugeot and Citroën, has stepped up its 

activities in Iran since the lifting of the 
sanctions last year, while the French en-
ergy giant Total signed a deal with Tehran 
last month to lead a natural gas project.

Renault said in a statement that the 
expansion would promote its brand in 
Iran. The carmaker sold an estimated 
68,000 cars in Iran in the first six months 
of this year, more than doubling its sales 
compared with the period a year earlier. 
Renault said it now has about 10 percent 
of the Iranian market for autos.

Earlier in August, IDRO announced 
another joint venture, this time with 
Transmashholding, Russia’s largest rail 
equipment supplier, to develop Iran’s di-
lapidated railway system. As part of the 
$2.5 billion deal, the Russian company 
will own 80 percent of the joint venture.

Western companies, including Re-
nault and French rival PSA, returned to 
do business in Iran last year after an inter-
national deal to lift sanctions in return for 
curbs on Tehran’s nuclear activities. 

Iran Signs Its Biggest-Ever 
Car Deal with France’s Renault

Despite US Sanctions 

Great Achievements
Dr. Razmkhah was 
awarded a statue, 

a certificate, 
a golden head 
statue, and a 
management 

plaque of honor, 
in the Congress 
on High Medal 

of National 
Production.

Certificate of Appreciation
is awarded to
Dr. Said Razmkhah
CEO Advisor, PIDEC and Board of Directors Member, 

Petro Olefin Fanavaran 
Undoubtedly, there is no limit to progress in the 

country’s commerce and industry. Paving this way 
requires a tremendous amount of belief, commitment and 
cooperation towards continuous progress. Indeed, achieving 
this objective requires application of successful production 
patterns, along with utilization of the hidden potential 
resources. Real entrepreneurs aim at gathering all resources 
to make a society based on justice, virtues, and cooperation.

With appreciation to all your efforts in the current 
economic downturn, we take this opportunity to honor your 
participation in The Excellent Award National Production 
Congress. 

IR of Iran’s Center for 
Research and Training in Management 

Executive Secretariat of 
The Excellent Award National Production Congress

Dr. Saeed Razmkhah 
(Senior Consulting 
Editor, Iran Inter-

national) is an expert in oil, 
gas and petrochemical indus-
try, scholar and researcher, 
with close to 30 years of ex-
perience in the field. He has 
presented over 30 profes-
sional and research papers in 
international events on Iran’s 
achievements in oil and pet-
rochemical industry. 

He delivered a speech 
at PETRONAS Company 
of Malaysia on “Iran’s Oil 
Industry Status by 2025” in 
which he outlined the devel-
opment plans of the industry.

Razmkhah is currently 
active as a member and vice 
chairman of Petro Olefin Fa-
navaran Petrochemical Com-
pany, senior advisor to the 
managing director of Petro-
chemical Industries Design 
and Engineering Company 
(PIDEC), and director of in-
ternational relations of this 
company, and member of the 
board of directors of Petro-
chemical Industries Erection 
and Construction Company. 

Over the past three de-
cades, by working on dif-
ferent oil and petrochemi-
cal industry projects such as 
chlorine-alkali of Mahshahr 
and Abadan, liquids separa-
tion unit, EDC (NF), para-
xylene, aromatic, methyl 
tert-butyl ether (MTBE) of 
Mahshahr, GF and SF units 
of Abadan refinery, phases 1 
and 3 of Abadan refinery, urea 
and ammonia of Bojnourd, 
urea and ammonia 1 and 2 of 
Assalouyeh, pressure boost-
ing platforms of Abuzar and 

Bahregansar and other units 
for the development of the 
industry, he has made efforts 
to register documents on the 
technical sections of the proj-
ects for the use of experts and 
the coming generations in this 
industry. 

He also had the honor 
to receive the second rank 
in applied sciences from the 
Kharazmi Festival due to his 
contribution to the aromatic 
project. In 1393 (2014-15), 
he received the statue and tro-
phy of the 50th anniversary of 
the petrochemical industry. In 
1396 (2017-18), Dr. Razm-
khah was awarded a statue, a 
certificate, a golden head stat-
ue, and a management plaque 
of honor, in the Congress on 
High Medal of National Pro-
duction.

Iran International would 
like to congratulate Dr. Razm-
khah on all his achievements 
and wish him all the best. 

Seyed Hussein Sanaei
Editor-in-Chief

C h a r a c t e r

T r a d e  &  B u s i n e s s
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Renault will be the majority share-
holder (60%) of the new joint venture 
company, formed with Iranian partners 
IDRO (Industrial Development & Reno-
vation Organization of Iran) and Parto 
Negin Naseh, an importer of Renault 
products in Iran each taking 20%. 

Negin Khodro has so far been Re-
nault’s import arm in Iran, but following 
the deal, the company will take a share in 
local auto production as well.

The new joint venture company will 
include an engineering and purchasing 
center to support the development of lo-
cal suppliers as well as a plant with an 
initial production capacity of 150,000 
vehicles a year, supplementing Renault’s 
existing capacity of 200,000 vehicles a 
year in the country. 

The first vehicles to be produced at 
the plant will be the new Symbol and new 
Duster cars, added Renault. 

IDRO Director Mansour Moaz-
zami, Renault’s Executive Vice President 
Thierry Bollore and Negin Khodro CEO 
Kourosh Morshed Solouk signed the deal 
at the Ministry of Industries, Mining, and 
Trade.

“We are happy to sign this agree-
ment with IDRO and Parto Negin Naseh 
Company. In a rapidly expanding Iranian 
market, it was vital to implement plants, 
engineering and purchasing center,” said 
Thierry Bollore, Member of Groupe Re-
nault Executive Committee and Chief 
Competitive Officer. 

“This joint venture will enable 
an acceleration of our growth in this 
country,” he added. 

Bollore said Renault does not con-
sider Iran a mere sales market. He added 

that Iran is one of the most important stra-
tegic partners of Renault.

Moazzami announced that “$780 
million will be invested in the joint pro-
duction and 150,000 people will be em-
ployed.” 

In addition to IDRO and Renault 
officials, Minister of Industry, Mine and 
Trade, Mohammad Reza Nematzadeh 
was present at the event. 

Payman Kargar, former Renault 
Iran director and current chairman of 
the Middle East and India region of 
Nissan Group, also attended the signing 
ceremony.

Models and Production Plant
Saveh, an industrial city 100 km 

south of Tehran, will be the new home of 
Renault vehicles. 

The new facility will initially pro-
duce 150,000 units this year and then an 
annual average of up to 300,000 vehicles, 
according to officials at the press confer-
ence. 

Moazzami said the first joint venture 
car between IDRO and the French 

automaker will be manufactured in 2018 
at this site.

Based on the deal, Renault’s Kwid 
will be produced in Iran after much spec-
ulation. 

The Kwid was originally created for 
the growing Indian market, but Renault 
executives began hinting at its likely en-
try to Iran last year. 

Initially launched in India in 2015, 
the model has been hotly anticipated in 
the car community due to its low cost, 
which has been estimated to be in the re-
gion of 300 to 350 million rials ($8,000 
to $9,370).

Local Auto Parts Makers
Local auto parts makers will also be 

involved in the new Renault deal, with 
15 firms already signing up to join the 
production venture. As sales ramp up, 
an additional 45 companies will join the 
project. 

Auto parts were rumored to be the 
sticking points, as the French carmaker 
was previously reluctant to deal with lo-
cal parts makers. 

According to Bollore, Renault will 
set up an “academy” for training staff 
and engineers as per the latest production 
deal. 

The initial MoU was signed between 
Renault and IDRO in September 2016 in 
Paris. 

Renault has had a bumper year in 
the Iranian market, as the statistics re-
leased by the Ministry of Industry, Mine 
and Trade showed, by producing 42,686 
cars in Iran in the first four months of the 
current fiscal (started March 21), with the 
French brand claiming a 10.4% share of 
the local auto market.

Following the new joint venture, Re-
nault is set to expand its market in Iran. 
However, it is far behind Peugeot that had 
a 32.4% share of the domestic car market 
during the period. 

Iran Khodro (Peugeot’s local part-
ner) produces three Peugeot models, 
namely 206, 405 and 2008.

Overall, Peugeot manufactured 
133,286 units of the three models that had 
a 63.5% share of IKCO’s total output.

Both Renault and PSA reported last 
month strong first-half sales numbers 
from their formal return to the Iranian 
market. 

Iran’s overall car production is 
expected to reach two million cars a year 
by 2020, up from 1.2 million in 2016. 

Iran is increasingly 
attracting foreign 
investors, despite 

restrictions imposed 
by the United States 

over its missile program 
and its military activities 

in the region.

Iran, Austria to Produce 
Fuel-Efficient Cars

Iran’s Minister of Industry, Mine and 
Trade Mohammad Reza Nematzadeh 
said Iran and Austria have agreed to 

manufacture fuel-efficient cars.
Speaking at a meeting with an Aus-

trian delegation in Tehran (early June), 
the minister noted that the agreement 
is part of a bilateral cooperation accord 
which was reached a year ago.

“The contract, signed last year be-
tween an Iranian firm and Austria’s ABL 
research center, has fortunately yielded 
results as a prototype of fuel-efficient car 
engine which will be soon unveiled while 
mass production is expected to begin 
within two years,” highlighted the min-
ister at the meeting with Austrian Federal 
Minister of Finance Hans Jörg Schelling, 
who headed a delegation of senior finan-
cial and economic officials to Iran.

Nematzadeh went on to note that 
the three-cylinder engine will be used in 
future cars in a bid to reduce fuel con-
sumption and preserve the environment. 
“Similar talks have been held with Ger-
many to manufacture Euro-VI engines,” 
he said.

The minister reiterated that Iranian 
auto companies are in talks with their 
Austrian counterparts for supplying 

spare parts, adding that contracts with 
countries such as Austria will contribute 
to promote Iran’s auto industry.

He added that such agreements 
are among the achievements of the Iran 
Nuclear Deal (an international agreement 
reached in Vienna on July 14, 2015 
between Iran, the P5+1 and the European 
Union.

Iran and the five permanent mem-
bers of the United Nations Security 
Council — the United States, France, 
Britain, Russia and China — plus Ger-
many started implementing the accord 
known as the Joint Comprehensive Plan 
of Action (JCPOA) on January 16, 2016. 

Since then a large number of inter-
national auto companies have expressed 
willingness to either resume or boost co-
operation with the Islamic Republic.

He pointed to the launch of coopera-
tion between Iranian and Austrian banks 
saying “some members of Central Bank 
of Iran (CBI) staff are undergoing train-
ing courses in Austria and the remaining 
issues will be hopefully resolved.”

Iran’s industry minister reiterated 
that no legal barriers existed on develop-
ment of banking relations between the 
two countries as Iran has remained com-

mitted to global banking regulations.
“Austria’s Export Credit Agency 

(ECA) has confirmed a number of Ira-
nian investment projects in steel and auto 
part sectors,” said Nematzadeh, stressing 
that the European country has agreed to 
provide insurance and finance worth 780 
million euros for creating steel sheet pro-
duction line at Iran’s Golgohar.

He noted that Iran will remain com-
mitted to joint five-year plan which was 
defined and inked during the last year 
session of Iran-Austria Joint Economic 
Commission.

Also at the meeting, Austria’s 
Schelling pointed to age-old history of 
relations between the two countries, 
voicing optimism that bilateral ties will 
return to pre-sanctions levels.

The Austrian finance minister said 
he was being accompanied by governors 
of some large banks adding “monetary 
transactions and expansion of turnover 
are subject to the banking system.”

He noted that his country’s banks 
have launched working relations with 20 
Iranian counterparts asserting “we spare 
no effort to supply legal security for 
bilateral and multilateral relations with 
Europe.”

He called for formation of Iran-
Austria Joint Economic Commission 
and suggested an analogy between taken 
measures and a marathon explaining that 
“we are reaching the finishing line, thanks 
to political determination and support of 
Iranian and Austrian governments.”    

T r a d e  &  B u s i n e s s
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Experts and officials agree that 
a higher economic growth and 
more employment are seriously 

needed by the country; but what they do 
not agree upon is how to achieve higher 
growth. Some believe that it is imperative 
to become competitive but some others 
would give priority to introversion and 
yet some others cite an interpretation of 
the ‘resistant economy’ whereby security 
of the country and the system would be 
better served.

Free economy experts maintain that 
in the globalized world of today achiev-
ing higher growth is not possible except 
through becoming competitive. This 
group believes that even security and 
resistance of the country against foreign 
threats is well provided through this 
route; because presence of both domestic 
and foreign investors would bring secu-
rity in itself. This group considers fate of 
similar countries a reason for legitimacy 
of their argument and claims that pro-
motion of exports is possible only when 
export commodities are produced in a 
competitive environment and the price 
and quality are competitive; because if 
we do not move towards becoming com-
petitive, we would have an introspective 
approach which would not secure a fa-
vorable growth for the country; because 
exports would be confined to oil and its 
subsidiary products. 

In addition, smuggling would find 
an expanded space for operation; because 
domestic prices are generally higher than 
international prices and the country’s 
gateways cannot be controlled. Presence 
of multiple half-hidden ports and op-
pressed porters are indicative of two re-
alities. One is that the life of the people 
and the economy is disrupted in the ab-
sence of foreign trade and the other one 
is that introversive efforts have not elimi-
nated imports but made it go underground 
through suppression. Furthermore, other 
countries, including the neighbors, enjoy 

free economy and are interested in ex-
porting even through unofficial borders 
and porterage.

The introversive group is concerned 
about security of the country of course if 
no specific interest is raised. This group 
is also concerned about the economy be-
coming competitive; because they think 
by becoming competitive, decision mak-

ings would not be in the hand of reliable 
people, rather the market and the people 
inside who are not known would make 
decisions. As a result, this group has an 
introversive interpretation of ‘resistance 
economy’ and do not have full confi-
dence in the private sector unless they are 
known. This process was generally domi-
nant over decisions of the country in the 
past years and for this reason privatiza-
tion was turned into private-public. 

Pricing is still there and 100 percent 
tariffs are flaunting. In return, the first 
group believes that reliance on particu-
lar individuals in the economic activities 
would cause corruption, but the introver-
sive group attaches little importance to 
this; perhaps they think that if resources 
for some subsidiary expenses which are 
generally not transparent are supplied 
through this route, corruption would be 
justified and they won’t go far away be-
cause they are under the control of in-
siders. It should be noted that specific 
and confidential expenses exist in every 
country but they would never be supplied 
through granting economic concessions; 
because it would disrupt competition.

Administration of the country as 
such would gradually turn into feudalism 
which is being observed more or less and 
the feudals would devote their resources 
to activities demanded by political goals 
or to high profit businesses which have 
mostly been created behind the high walls 
of tariffs or specific commercial privileg-
es or broad over invoicing which impose 
the biggest pressures on the consumer. 
Buying cars at prices twice as much as 
those in the post-revolution years is an-
other reason for this claim. It should not 
be forgotten that as long as the sanctions 
are in place no step could be taken to-
wards serious competitiveness. For the 
same reason the 11th government tried to 
remove the sanctions through the Joint 
Comprehensive Plan of Action (JCPOA) 
in order to implement the competitive 

The Triangle of 
Rescuing Iran Economy

economy and attract foreign 
investment, but we saw how 
semi-sanction conditions re-
turned to the country and made 
the investors flee. 

Over the past 37 years, 
the economy has been directed 
by the second group (the in-
troverts) while thousands of 
articles and books as well as 
efforts by the first group have 
proved useless. Of course the 
group believing in introversive 
economy claim that they have 
so far managed the economy 
but would not admit they did 
this with a growth rate close to zero and 
almost all the resources of the country 
have been depreciated and even funda-
mental assets, such as water, have gone 
downhill.  Moreover, they would not let 
raise the question that if the economy had 
been administered in a competitive form, 
what would be the condition now and that 
many of the existing problems did not ex-
ist or would be much less than the extent 
we are facing today.

There is no doubt that the oil revenue 
has helped the introverts and despite claims 

on non-dependence of governments on 
oil, in practice governments have become 
more dependent on oil and have no simple 
way to get out of the status quo. But 
now that oil revenues are experiencing 
a drastic decline, could the economy be 
administered in an introversive form? 
The answer of the author to this question 
is negative; unless we get ready to face an 
army of the unemployed and be prepared 
to check its social tension which would 
create an unpleasant atmosphere no one 
would like to witness. 

I propose elimination 
of three economic 
bottlenecks: the 

triangle to rescue Iran’s 
economy comprises 

removal of “smuggling 
and corruption”, 

the “banking system 
crisis”, and finally 

“uncompetitiveness of 
the economy”.

I propose elimination of 
three economic bottlenecks: 
the triangle to rescue Iran’s 
economy comprises removal 
of “smuggling and corruption”, 
the “banking system crisis”, 
and finally “uncompetitiveness 
of the economy”.

If the followers of introver-
sion agree and the government 
also welcomes the proposal, a 
program could be planned to re-
solve the three above-mentioned 
problems. This will pave the 
way for other reforms and do-
mestic and foreign investments 

and provide appropriate conditions for 
the growth of employment while export 
goods can be produced. If we do not take 
action on this path, in a not far away fu-
ture we would face very serious and hard 
decisions, while the non-oil sector of the 
economy would encounter lower growth 
and even negative rate. In other words, if 
we do not change the system of adminis-
tration of the economy, we should expect 
very hard days ahead and as it was said 
before disorders would not be confined 
just to the field of economy. 

E c o n o m y

Dr. Mehdi Behkish, Senior Economist
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The 27th annual Conference on 
Monetary and Foreign Exchange 
Policies was held in Tehran on 

July 1-2 with a focus on financial stability.
Discussing the Central Bank of 

Iran’s role in maintaining financial 
stability, the institutional and operational 
structure of capital and bond markets, 
credit crunch and the role of financial 
stability in curbing inflation with the goal 
of attaining sustained economic growth 
were the objectives of this conference.

The event also focused on the ef-
fects of imbalance in budget and quasi-
fiscal activities on financial stability in 
which the effects of these categories will 
be measured against the balance sheets of 
the banks and CBI.

Factors exerting an influence over 
the convergence and divergence of rates 
in financial markets, ways of creating 

The suitable workings 
of managing currency 

fluctuations to maintain 
financial stability and 
economic growth and 

the health of the banking 
system were among other 

major talking points.

convergence between rates in financial 
markets, price wars and their effects on 
banks’ risks were also reviewed.

The suitable workings of managing 
currency fluctuations to maintain finan-
cial stability and economic growth and 
the health of the banking system were 
among other major talking points.

The role of the banking system’s in-
ternational ties in managing the foreign 
exchange market and the longstanding is-
sue of unifying the dual foreign exchange 
rates were also discussed in the confab.

High Bank Rates: A Challenge to 
Investment, Production
On the first day of the conference, 

First Vice President Eshaq Jahangiri, Min-
ister of Economic Affairs and Finance Ali 
Tayebnia, CBI Governor Valiollah Seif, 
CBI Deputy Governor Akbar Komijani, 

and Head of the Management and Plan-
ning Organization Mohammad Baqer 
Nobakht delivered keynote speeches.

Jahangiri referred to the adminis-
tration of President Hassan Rouhani’s 
general tendency of keeping away from 
reducing rates through official directives, 
and noted that the current rates present 
challenges to investments, production, 
and macroeconomic endeavors.

After a round of negotiations and 
meetings last year between the CEOs 
of private and state-owned banks and 
a subsequent decree by the Money and 
Credit Council, a top financial decision-
making body, bank interest and deposit 
rates were officially set at 15% and 18% 
respectively.

However, a number of factors, in-
cluding a shortage of capital and credit 
crunch in the banking system, have 
caused the real interest rates currently of-
fered by a number of banks to be around 
20%. The interbank rates are also in the 
same ballpark even though, as Jahangiri 
pointed out, they have been brought down 
from the 30% witnessed at the beginning 
of the government’s tenure in Aug 2013.

Echoing the President, who recently 
announced that banking reforms will play 
a central role in his agenda for the second 
term in office, the first vice president said 
reforming the ailing sector is “one of the 
key policies” that could help the country 
overcome its significant hurdles.

A problematic 11% general unem-
ployment rate and, more importantly, a 
troubling 25% unemployment rate among 
young graduates, coupled with the low 
purchasing power of people, were identi-
fied as major problems by the official.

“Iran will need to generate one mil-
lion jobs a year to live up to the task,” he 
said, noting that women should be a main 
focus for the jobs.

According to Jahangiri, unifying 
the country’s dual exchange rates, a plan 
which was supposed to be implemented 

last year but has been delayed, because 
conditions for a stable and lasting rate 
unification are yet to be provided, will 
be followed up as a “high priority” in the 
next administration.

He said the government has been 
successful in stabilizing macroeconomic 
indices despite the fall in the oil revenues, 
stressing, the success was the result 
of policies for financial and monetary 
discipline, management of liquidity and 
controlling inflationary expectations.

Jahangiri said the 11th government 
managed to hand over financial and 
monetary stability to the 12th govern-
ment, and this in his words was a “big 
achievement.”

More on government achievements 
in the banking sector, he said inter-bank-
ing interest rate was lowered up to 17 per-
cent from about 30 percent when the 11th 
government took over. “Of course the rate 
has gone a bit higher but it is expected to 
be lowered. Such a bank rate will make 
investment, production and economic ac-
tivities more difficult because growth will 
be expected to take place when bank rates 
are lowered in tandem. In the final days 
of the 11th government, the officials in 
charge need to and intend to make a pre-
cise assessment of the policies adopted in 
the period.”

The top government official said 
some policies for single parity rate system 
will be transferred to the next government 
and it would definitely be pursued in the 
next government.

“All officials and organs have the 
duty to move in line with the policies of 
the Economy of Resistance,” he said, add-
ing that appropriate investment is needed 
for better economic conditions. “Over 
recent years, investment in Iran has been 
highly negative, following a falling trend 
and is not yet in a favorable condition.”

To address unemployment problem, 
foreign investment should be absorbed, 
while attending to non-oil exports and 

Interest Rate Cuts, 
Forex and Inflation
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export of goods and services, commented 
Jahangiri.

Elsewhere in his remarks, the VP 
thanked bank directors and managers 
for their invaluable efforts and said the 
banking system has afforded a great deal 
of help and assistance to the small- and 
medium-sized institutions. He called for 
banking reforms and said it is the key to 
overcome challenges facing the country.

Since about two years ago, there 
have been efforts to provide legislation 
on amendment of the banking system 
so that Iranian banks will operate on in-
ternational standards in dealing with the 
overdue debts and capitals and build links 
with the international banks. 

A Source of Eroding Stability
The economy minister referred to 

the high interest rates as a “significant 
obstacle to growth of investments and 
employment and a source of eroding 
stability”.

“The real rates, which are in no 
way proportional to the inflation rate of 
around 10%, have increased the costs of 
production units and lowered the compet-
itive power of domestic production while 
lowering people’s capability of repaying 
loans, which itself reduces the profitabil-
ity of lenders,” he said.

Tayebnia underscored the impor-
tance of reducing the unruly interest rates 
for causing a boom in the beleaguered 
housing sector, stressing that getting the 
sector out of recession will not be pos-
sible without rate cuts.      

Owing to the significance of rate 
cuts which, if unachieved, could dash 
all hopes of sustained growth and job 
creation, the official pitched the idea of 
creating a specialized committee “in the 
foreseeable future”.  

The minister spoke of the advantages 
of the government’s plan to increase the 
capital of state-owned banks and improve 
their capital adequacy ratio, saying their 
total capital of 110 trillion rials ($2.93 
billion) four years ago increased to 590 
trillion rials ($15.73 billion) last year.

Furthermore, “100 trillion rials 
($2.66 billion) of construction resources 
were supposed to be allocated for capital 
increase of banks as part of the current 
annual budget, which was not approved 
by the Parliament”.

He urged all official bodies to 
prioritize bank capital increase because 
investing in the banking system has the 
biggest impact on economic growth.

He further provided statistics on the 
average GDP growth of Iran in the past 
40 years, which he put at 2.3% and called 
inadequate.

Interest Rate Monitoring Body
Tayebnia also said Iran has been 

successful in establishing brokerage 
relationship with more than 240 for-
eign banks. He said the conference has 
turned into an effective institution for 
debate and dialogue on the most im-
portant economic issues of the country. 
He stressed that for the current Iranian 
calendar year of 1396 (2017-18), which 

harsh fluctuations, and tiny share of pro-
ductivity in growth have turned into a se-
rious problem for the economy, said the 
minister, adding that the average growth 
rate of 2.3 percent cannot address so-
cial demands and prepare the ground for 
elimination of poverty. “So, we will have 
no way but jump to higher levels and sus-
tainable economic growth so as to end 
economic vulnerability and make it resis-
tant, while eliminating unemployment.” 
Tayebnia said maintaining economic 
stability and tranquility is the most im-
portant factor for achieving economic 
growth. “Public trust in government has 
been the most important achievement of 
the 11th government. 

All should join hands to safeguard 
the achievement.” Elsewhere in his ad-
dress, Tayebnia said one more key mea-
sure taken by government over recent 
years has been lifting restrictions facing 
the banking system. This was achieved 
following implementation of the Joint 
Comprehensive Plan of Action (Iran 
Nuclear Deal) and lifting of the sanc-
tions, which led to establishment of bank-
ing relations, including establishment 
of brokerage relationship and facilita-
tion of banking exchanges, he added. 
He reiterated that at the time of sanc-
tions, only 30 small and risky banks 
cooperated with Iran but today, more 
than 240 banks have brokerage rela-
tions and in the near future, relations 
will be established with more banks. 
He also hailed government success in 
banking domain such as controlling in-
flation expectations, controlling forex 
market, ensuring falling inflation rate and 
higher economic growth rate.

The minister proposed creation of 
a financial monitoring body to ensure 
proper implementation of the policies 
and their evaluation in order to resolve 
the problems in the way of cutting inter-
est rates.

Uncertified Credit Institutions 
under Fire
The CBI governor made a jab at 

uncertified credit institutions that have 
grabbed many headlines recently, as 
many angry depositors demand their 
capital back from a number of these 
discredited entities.

Seif said their activities in the past 

“Iran will need to 
generate one million 
jobs a year to live up 

to the task,” Jahangiri 
said, noting that women 
should be a main focus 

for the jobs.

is the initial year of the Sixth Five-Year 
Economic Development Plan, the average 
economic growth rate of eight percent, 
one-digit unemployment rate and one-
digit inflation rate have been targeted. 
He noted that last year, the government 
had managed to eliminate the inflation-
ary and deflationary crises hitting the 
country since the years 2012 and 2013. 
The minister said as far as short-term 
measures are concerned, the last Iranian 
year 1395 (2016-17) marked the year of 
non-inflationary vibrancy with an eco-
nomic growth rate of 12.5 percent and 
an inflation rate of nine percent. Major 
portion of the economic growth rate was 
caused by an increase in oil production 
and export, he added.

“However, without oil econom-
ic growth reached 2.9%, 5.4% and 
5.6% in the second to fourth quar-
ters of the year from minus 1.8 per-
cent in the first month of the year.” 
Looking into the long-term plans, it 
should be said that low level of growth, 
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few years have forced lenders to initiate 
“an unprincipled competition over bank 
interest rates”, which was exacerbated 
by the entry of bonds published by 
the government to clear its debts and 
subsequently affected their profitability 
and capital adequacy.

According to him, the banking 
system allocated a total of 570 trillion 
rials ($15.2 billion) during the first two 
months of the current fiscal year that 
began on March 21, registering a 16.4% 
rise compared with the same period of 
last year.

About 70% of the loans were in the 
form of working capital, he added.

Seif also referred to statistics re-
leased by the Central Bank, according to 
which a 12.5% GDP growth was achieved 
last year, mostly owing to a boost in oil 
and derivatives exports.

“The non-oil sector has also im-
proved immensely, upgrading its nega-
tive total GDP growth in the first quarter 
of last year to a positive 3.9%, 5.4% and 
5.6% in the next quarters respectively,” 
he said.

Islamic Banking on the Rise  
Seif told the conferees Iran has the 

largest financial system based on Islamic, 
or Sharia law. He said Islamic banking 
assets are now being used by 2 billion 
people and Iran’s Islamic banking assets 
account for over 37% of world’s total.

Iran’s Islamic banking assets are 
$482 billion, according to Dubai govern-
ment data from 2014. That’s more than in 
Saudi Arabia, Malaysia and the United 
Arab Emirates combined.

“The Islamic Republic is among the 
few countries that have adopted Islamic 
banking principles and now some non-
Muslim individuals are embracing usury 
free banking on moral grounds,” he said.

The CBI chief noted that a long-term 
vision for the promotion of Islamic bank-
ing is in the making to make Iran a hub of 
Islamic finance. He also highlighted the 
need for upgrading the codes of conduct 
governing the Iranian banking system in 
line with international standards.

Current Iranian banking laws were 
first ratified in 1983 and remained un-
changed throughout the years. But two 
recent bills–one concerning banking laws 
and the other central banking regulation 

– is pending the lawmakers’ approval. 
The bills call for major changes in the 
banking laws and ensure a stronger and 
effective regulatory role for the CBI.

Technical Mechanisms to 
Cut Rates
Komijani outlined technical mecha-

nisms in three axes for reducing interest 
rates. According to him, “influence of 
the debt market on the money market”, 
“inappropriate expansion of investment 
funds,” and “high interest rates set by 
auto manufacturers’ bonds”, have caused 
interest rates stickiness. Commenting on 
organizing investment funds, he said the 
major part of these resources are received 
in the form of deposit, but a small share 
of the resources flow into the market and 
over 70% of them return to the banks. In 
this regard it has been decided that the 
proportion of investment in the money 
market and the capital market of these 
funds stand at 70% and 30% respectively 
and in the next stage in order to prevent 

fluctuations in the balance sheets of the 
banks stand at 60% and 40%.

Pointing out that the high participa-
tion interest rate by automakers is another 
reason for the bank interest rate to stand 
high, he stressed that with regard to the 
approvals of the Money and Credit Coun-
cil, the interest the automakers can pay to 
their customers is about 3% higher than 
the interest set for the banking system. 
Meanwhile, the withdrawal interest rate 
should be for a period of one year and the 
automakers should abide by the speci-
fied formula. Komijani noted that if the 
automakers act otherwise they would be 
deprived of the facilities they are sup-
posed to receive or have received from 
the banking system.

Elsewhere he said Iran’s inflation 
rate is expected to reach 12.2 percent, 
with its economic growth standing at 4.6 
percent and its liquidity rate at 20.2 per-
cent in the current Iranian calendar year 
of 1396 (to end on March 20, 2018). He 
said a look at chronology of economic 

growth in Iran in the 2012-2016 period 
shows that it stood at 12.5 percent in 1395 
(2016-17) and the economic growth rate 
minus oil has been following a positive 
trend since the first quarter of the year. 
The main reason for growth in Gross Do-
mestic Product (GDP) was growth in oil, 
he added.

“Due to international sanctions, 
we failed to fully utilize the capac-
ity available by oil but due to achieve-
ments gained by the sector, we man-
aged to take moves forward,” he added. 
He said the country gained good growth 
in the industry and mining sector: It 
showed growth rate of 6.9 percent from 
minus 4.6 percent.

He also put growth in the agricul-
tural sector at 4.2 percent and hoped the 
trend will continue this year too.

Banking Sector Indispensable to 
8% Growth
Head of the Management and Plan-

ning Organization said Iran is aiming for 

an average annual growth of 8% over 
the course of the next five years and to 
achieve this ambitious goal, the banking 
sector needs to extend 1.8 quadrillion ri-
als ($ 57.6 billion ) in credits to private 
firms. Mohammad Baqer Nobakht added 
that the country’s growth target and its 
commitment to turn itself into a regional 
power hub by 2021 are simply a “must” 
and not some “option.”

“Financing through the money mar-
ket takes center stage here and banks as 
the most important finical intermediaries 
should be able to provide 24% of the  re-
sources to businesses in need,” he said in 
the opening remarks to the conference.  

Achieving 8% growth is a tall order 
for the country emerging from nearly a 
decade of punitive sanctions over its nu-
clear program. While it has succeeded to 
regain most of its share in the global oil 
market, the Islamic Republic is still fac-

quire 7.2 quadrillion rials ($230.5 billion) 
in annual investment. Given the critical 
status of banks and the heavy reliance 
of the country on the banking system for 
funding, domestic and foreign investment 
would provide a breath of fresh air to the 
economy.

As part of the Sixth Five-Year Eco-
nomic Development Plan (2016-21), 
the government wants to engineer 8% 
growth, by supplementing banks’ busi-
ness lending with 370 trillion rials ($11.8 
billion).  

As part of its plans to revive the 
economy, the government has also iden-
tified some 7,500 struggling production 
units, singling them out for 160 trillion 
rials ($5.1 billion) in new loans.

Nobakht said the 2,000-page plan 
blueprint is the most carefully-devised 
blueprint for its practicality and efficien-
cy. “Some of its articles have even been 
clarified down to the operation level.” 
The sixth plan is now being reviewed in 
Parliament.

Alluding to this year’s theme of the 
Islamic Banking Conference, “Interaction 
of Usury Free Banking and International 
Banking”, Nobakht acknowledged that 
long-time isolation had widened the gap 
between the accounting and banking 
standards and those of global banks, 
calling for officials and experts to end this 
disparity.

IFRS Adoption, 
Risk Management of Banks
Due to the importance of conform-

ing banks’ balance sheets to International 
Financial Reporting Standards and estab-
lishing risk management departments, the 
second and final day of the conference fo-
cused on these two issues.

International and domestic banking 
experts elaborated on ways of reforming 
the risk management systems of banks 
and the necessity of their compliance to 
IFRS to connect to the international bank-
ing system.

The Central Bank of Iran first re-
leased the IFRS-based balance sheet tem-
plates in February and seriously pursued 
the complete implementation of IFRS 
and other international banking require-
ments such as Basel Accords to improve 
financial transparency and the interna-
tional operations of Iranian banks. 

The economy minister 
referred to the high 
interest rates as a 

“significant obstacle 
to growth of investments 

and employment and 
a source of eroding 

stability”.

ing challenges to attract foreign invest-
ment in other sectors and dispel the fears 
of major international banks in doing 
business with it.

Nobakht, a trusted ally of President 
Rouhani, referred to dismal growth rates 
of the past including the minus 6.8% rate 
when Rouhani took the helm of the gov-
ernment in mid-2013 with 380 trillion ri-
als ($12.1 billion) of debt to the banking 
system alone.  While in the three months 
ending March 20, 2015 the country se-
cured a 2.9% growth, and 4.4% growth 
for the first quarter of the current fiscal 
year (started March 20), most of other 
periods have been marked by lackluster 
performance. The government has set its 
eyes on 5% growth this financial year.  

Part of the growth target will have 
to come from investment at about 15.4%, 
according to Nobakht. This would re-
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Four Asian 
Economic 
Architects

Turkey, India, Taiwan 
and Malaysia can be 
placed in the category 

of the countries that have been 
able to move from an unfavor-
able to a favorable status in 
the path of development over 
the past half a century. The 
common denominator of the 
experience of these countries 
in the path of development is 
presence of policymakers who 
can be described as the archi-
tects of economic development. 
Selection of these policymak-
ers who enjoy both domestic 
acceptability and international 
reputation, in addition to elimi-
nation of friction caused by po-
litical conflicts, has increased 
acceleration of development 
under the influence of the pow-
er derived from financial and 
technical assistance of interna-
tional institutions.

 Distinguished scientific 
backing, willingness to re-
move economic constraints, 
internal bargaining power, in-
ternational relations, defend-
able executive experience in 
domestic or international eco-
nomic institutions, sensitivity 
to run hard copies and refusal 
to reduce the level of demands 
to implement bad alternative 
programs can be considered 
as the common denominator 
of personal characteristics of 
these policymakers. 

Moreover, a review of the 
experiences of these countries 
will show that support of the 
establishment, the opposition 
and the social body can be 
considered the prerequisite 
and the most important envi-
ronmental components within 
which economic miracles 
have occurred. The following 
report takes a glance at the 
experiences of development 
in the aforementioned four 
countries and describes the 
characters of the architects of 
development.

A review of the experienc-
es of the countries which have 
taken an upward trend in the 
corridor of development over 

the recent decades bespeaks 
a common story. One of these 
common characteristics is the 
presence of policymakers who 
have changed and modified 
pathogenic trends and have 
been able to initiate the path 
towards development in their 
countries. 

A review of the develop-
ment trend in Turkey, India, 
Taiwan and Malaysia will 
show that the denominator of 
these policymakers is the com-
mon traits which can be inter-
preted as the traits of develop-
ment architects. Development 
planners in these countries 
have administered the affairs 
by reliance on accumulated 
executive experience and aca-
demic expertise and by taking 
advantage of the support of 
the government and backing 
of the social body and domes-
tic opposition have been able 
to pave the way for economic 
miracle in their countries. 

The miracle doers of the 
development path in these 
countries have not only been 
able to attract domestic sup-
port in the course of develop-
ment by using the background 
and power of political bargain-
ing, rather by using their in-
ternational relations they took 
advantage of the support of 
international technical and fi-
nancial institutions. Moreover, 
a survey of the acceleration 
experience in the development 
corridor shows that the over-
all political support and rede-
signing foreign policy based 
on economic needs have been 
other axes that have rendered 
great help to the economic 
architects in sketching and 
implementing the development 
map. This report by referring 
to the development experience 
in some Asian countries has 
outlined the components of de-
velopment architects. 

Development of Tur-
key’s Economy under Ke-
mal Derviş 

Kemal Derviş has been 
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named as the great architect 
of Turkish economy. In the 
early months of 2001 he was 
appointed the minister of fi-
nance. Derviş who took the 
helm of the Turkish economy 
by reliance on 22 years of ac-
tivities in the World Bank, in 
the early stage of his ministe-
rial responsibility was faced 
with great challenges. The 
gravity of Turkey’s problems 
in the late years of the 20th 
century and the early years of 
the 21st century was so much 
that experts described it the 
most serious crisis of mod-
ern economy in Turkey. But 
the former WB member, in 
the light of political support 
of (the then prime minister) 
Bulent Ecevit and the interna-
tional relations he had devel-
oped at the time of his activity 
in the WB, could save the ail-
ing Turkish economy and with 
the help of a three-year reform 
program brought the economy 
back to a healthy state. 

In 1990s the ailing Turk-
ish economy experienced high 
inflation rates. In the conclud-
ing years of 1990s the inflation 
rate exceeded 120 percent. In 

the early years of the 21st cen-
tury, Turkey was entangled 
with a full-fledged forex cri-
sis. In the second half of the 
1990s, the value of the na-
tional currency dropped from 
eight cents to about one cent. 
In 2001 the value of one US 
dollar reached to about 1.650 
million Turkish liras. Reform 
of the forex system in 2002 
up to 2005 in that country led 
to the introduction of the new 
Turkish lira in 2005, bring-
ing the value of one US dollar 
close to 3.4 liras. In the early 
years of the 21st century, the 
volume of the Turkish govern-
ment debt was over 70 percent 
of the gross domestic product 
(GDP). But the program to 
control government’s expen-
diture resulted in a 20% drop 
in the volume of government 
debts between 2001 and 2006.

Plan for Overall Con-
tainment of the Crisis
Although the Turkish 

government due to excessive 
debts had been warned by in-
ternational institutions that it 
would not receive any more 
loans, the international rela-

tions and lobbying of the then 
finance minister of Turkey led 
to the receipt of $16 billion in 
loans from the World Bank. 
This provided Ankara an op-
portunity to undergo a reform 
program of international insti-
tutions and quickly come out 
of the unfortunate status of 
2000 and 2001. 

In less than nine months, 
Kemal Derviş succeeded in 
bringing down Turkey’s in-
flation of 70 percent to a one-
digit figure. He believed that 
one of the most important 
roots of economic problems 
in Turkey was its increasing 
budget deficit. For the same 
reason, in the first step of the 
plan he implemented the re-
form plan to cut government’s 

expenditures. Sensitivity of 
Derviş in reducing Turkey’s 
costs was so much that he had 
to order the salary of govern-
ment employees to be cut by 
15 percent after saying: “I am 
forced to make a decision for 
which I would never forgive 
myself.” 

At the time of accepting 
the post of minister of finance 
offered by the then prime min-
ister of Turkey, Derviş adopt-
ed a plan on severe contractive 
policies and set one condition: 
The authorities must stand 
against protests by the busi-
ness associations, guilds and 
unions. The then PM intro-
duced Turkey’s reform plan 
as priority for execution by 
his government. Furthermore, 
the Turkish Parliament which 
followed the same line of 
thinking by the prime minister 
undertook the responsibility 
of legal support for Turkey’s 
reform plans. Also through 
his bargaining power, Derviş 
succeeded for the first time 
in bringing in uniting the left-
ist and moderate parties in 
Turkey for the solution of the 
country’s economic dilemma. 

Kemal Derviş was 
a graduate of the London 
School of Economy (LSE) 
and Princeton University and 
had rich scientific backing. In 
the meantime, he had unique 
executive backing due to his 
performance in the World 
Bank. He managed to turn the 
Turkish ailing economy into 
one of the most fast growing 
economies in the development 
corridor. 

Among the measures he 
took to save the Turkish econ-
omy mention can be made of 
the following:

 Increasing the indepen-
dence of institutions in mon-
etary policymaking

 Ceding large state com-
panies to the private sector

 Institutional reform with 
an aim of increasing the role 
of the market in the economy

 Reconstruction of the 

In less than nine 
months, Kemal 

Derviş succeeded 
in bringing down 
Turkey’s inflation 
of 70 percent to a 
one-digit figure.

structure of state-owned banks
 Reducing the burden of 

the public sector in the econ-
omy

 Increasing the indepen-
dence of the Central Bank

 Creating relative ad-
vantages in the field of trade, 
banking and public services

 Introducing modern 
technology and knowledge for 
generating more revenues

 Cutting the inflation rate 

The overall support of 
the then Turkish PM and Par-
liament for the reform plan, 
along with active and realis-
tic foreign policy were levers 
which rendered great help to 
Derviş in removing obstacles 
on the way of sustainable de-
velopment in the country. The 
2.3 percent increase in the per 
capital GDP, reducing the in-
flation rate from above 70 per-
cent to about 7 percent, drop-
ping unemployment rate to 2 
percent and increasing flex-
ibility of the financial system 
against financial crisis were 
only part of this legacy in the 
quick development period in 
the Turkey’s economy.

Manmohan Singh: The 
Father of Indian Reform
Manmohan Singh was 

sworn in as the finance min-
ister to former premier P.V. 
Narasimha Rao’s government, 
which assumed office in June, 
1991. At this point, the Indian 
economy was still functioning 
according to the Nehruvian-
socialist agenda, which, with 
the external debt pegged at 
23 percent of Gross Domestic 
Product and internal public 
debt amounting to 55 percent 
of the GDP, wasn’t faring too 
well for the country. Due to its 
functioning as a quasi-welfare 
state along with the existence 
of the license ‘raj’ – the elabo-
rate system of licenses, regu-
lations and accompanying red 
tape that was required to es-
tablish and run businesses in 
India between 1947 and 1990 

– Indian employment rates 
had gone down to a negative. 
There was minimal economic 
growth, and the manufactur-
ing sector was in bad shape.

The fiscal deficit was 
eight percent of the GDP, the 
account deficit stood at 2.5, 
wholesale price inflation had 
risen up by a good 13 percent 
and retail inflation went even 
higher up the bend by a whop-
ping 17 percent. The Foreign 
Exchange Reserves stand-
ing at a low rs 2500 crores, 
was nearly 75 percent lower 
than what it was prevailing a 
year before, in 1990. To put 

it short, the economy was 
crippled, and there was a des-
perate need for a new set of 
norms that would change this.

However, it took the vi-
sion and resilience of one man 
who knew his job to change 
the whole face of the Econ-
omy. Singh had an extensive 
background in Business, Eco-
nomics and Globalization, 
having obtained a doctorate in 
the same from Oxford Univer-
sity, with a stint in the United 
Nations for three consecu-
tive years and another stint as 
an advisor in the Ministry of 
Foreign Trade. He also held 
the post of Reserve Bank gov-
ernor (1982-1985) as well as 
chief economic advisor (1972-
1976) and planning commis-
sion head (1985-1987).

But Singh was more than 
the credentials on his resume. 
He was tasked with schedul-
ing the first budget that the 
new Rao government would 
release, in less than a month 
from his ascent into the central 
body. After evaluating the situ-
ation, Singh realized what the 
Indian economy needed des-
perately – a shift to economic 
liberalization and a strategic 
end to the ‘license raj’.

Devaluation 
He started with a two-

step devaluation program in 

collaboration with the Reserve 
Bank of India (RBI), which 
was initially devalued against 
major currencies by nine per-
cent and then brought down to 
eleven percent two days later. 
This naturally gave a boost to 
trade and dealings with the in-
ternational market.

Gold Holdings 
The next thing he did 

was to get the RBI on board 
to mortgage India’s gold hold-
ings with the Bank of Eng-
land in four tranches, so that 
it could avail the necessary 
financial assistance it would 
provide. He did this in lieu of 
a similar action that the State 
Bank of India had undertaken 
earlier, selling 20 tons of gold 
to the Union Bank of Swit-
zerland, for which they had 
received about $200 million. 
Keeping in mind the incessant 
demand and value for gold, 
this seemed to be a strategic 
route to gain resources.

Dr. Mahathir: The Archi-
tect of Modern Malaysia 

Malaysia is a coun-
try with a total landmass of 
330803 square meters separat-
ed by the South China Sea into 
two similarly sized regions, 
Peninsular Malaysia and East 
Malaysia (Malaysian Borneo).

Most of the executive 

The fiscal deficit 
was eight percent 
of the GDP, the 
account deficit 

stood at 2.5, 
wholesale price 
inflation had 

risen up by a good 
13 percent and 
retail inflation 

went even higher 
up the bend by a 

whopping 
17 percent.
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power of Malaysia is concen-
trated in the executive branch 
of the government. Most of 
the 27 million population of 
Malaysia prior to 1981 were 
busy in forests and villages 
with cultivation of banana, 
pineapple and rubber or fish-
ing. During those years the 
poverty prevailing over the 
society and the per capita in-
come of minus $100 had made 
life so hard for the people until 
in 1981 a surgeon by the name 
of Mahathir Mohamad came 
to their rescue. 

Mahathir who held posi-
tions such as parliamentary 
deputy, minister of education 
and deputy prime minister in 
his political record became 
the fourth chief executive of 
Malaysia in 1981. With the 
coming to power of Mahathir 
Mohamad, one of the most 
important forces of friction 
in the path of development of 
Malaysia, namely the destruc-
tive political discord, gave its 
place to concentration on Ma-
laysia’s development. 

During his long years 
in office, he literally trans-
formed the economy with the 

setting up of ambitious in-
dustrial goals which include 
the formation of heavy indus-
tries, national car projects and 
Multimedia Super Corridor 
projects. The North-South 
Highway was also completed 
during his tenure.

He grew the economy 
and was an activist for de-
veloping nations, garnering 
a following with his leader-
ship, especially in some Af-
rican countries. He resigned 
as prime minister in 2003.

As the country’s longest 
serving PM, Dr. Mahathir had 
a significant impact on the 
economy, culture and govern-
ment of Malaysia. He won 
five consecutive elections and 
served for 22 years as the top 
political leader in the country.

Under him, Malaysia 
experienced rapid economic 
growth. He began privatizing 
government enterprises, in-
cluding airlines, utilities and 
telecommunications, which 
raised money for the govern-
ment and improved working 
conditions.

Malaysia had the fastest 
growing economy in South-

east Asia in the 1970s and 
80s. In the 1970s, Malaysia 
was a young country with 
dependence on exporting raw 
materials such as timber, rub-
ber, tin and palm oil. In 1970, 
commodities accounted for 
70 percent of Malaysia’s ex-
ports, while manufactured 
goods accounted for less than 

30 percent. 
Resource-based indus-

tries in Malaysia have includ-
ed rubber, timber, tin, palm 
oil, cocoa, silica, sand and 
clay. In the 1970s, Malaysia 
had a significant unemploy-
ment problem. Young workers 
lined to get jobs on rubber and 
palm oil plantations. 

One of his most signifi-
cant infrastructure projects 
was the North-South Express-
way, a highway that runs from 
the north to the south of the 
peninsula, which transformed 
the way Malaysians travel and 
work.

From 1988 to 1996, Ma-
laysia was having 8% of eco-
nomic expansion. He released 
an economic plan — The 
Way Forward, or Vision 2020 
— asserting that the country 
would be a fully developed 
nation by 2020.

He helped shift the coun-
try’s economic base away 
from agriculture to manufac-
turing and exporting, and the 
country’s per capita income 
doubled from 1990 to 1996.

To say that Tun Dr. Ma-
hathir’s decisions, when prime 
minister, had affected Malay-
sians from all walks of life, is 
not an overstatement.

Mahathir also greatly 
expanded the number of sec-
ondary schools and universi-
ties throughout the country, 
and enforced the policy of 
teaching in Malay rather than 
English. This had the effect 
of creating a large new Ma-
lay professional class. It also 
created an unofficial bar-
rier against Chinese access to 
higher education, since few 
Chinese are sufficiently fluent 
in Malay to study at Malay-
language universities. He also 
greatly expanded educational 
opportunities for Malay wom-
en – by 2000 half of all univer-
sity students were women.

Tourism, Development 
Bridge of Malaysia
The not so high income 

Mahathir 
transferred a 
poor country 

with per capita 
income of $100 
into a country 
with per capita 
income of $1600 
and increased 

investment from 
$3 billion to $98 

billion and exports 
to an impressive 
figure of $200 

billion.

of $900 million from Malay-
sia’s tourism industry along 
with special potentials of this 
industry, served as an incen-
tive to encourage Mahathir 
to further concentrate in this 
field. To this end, he turned 
Japanese military garrisons 
which had remained in Malay-
sia since the World War II, into 
tourism sites equipped with 
different recreation, sports and 
cultural facilities so that Ma-
laysia would become a venue 
for holding international car 
racing, horse riding and water 
games. He also made Kuala 
Lumpur the main seat for the 
Asian Football Confederation. 
With such measures after a pe-
riod of 10 years the revenue of 
tourism industry increased by 
more than 10 times amounting 
to over $34 billion in recent 
years. 

In 1996, with a growth 
rate of 46 percent in compari-
son with the previous years in 
the electricity and electronic 
industry, Malaysia became 
an exporter of electricity and 
electronic appliances. Maha-
thir, by ordaining transparent 
rules and precise regulations, 
opened the doors to foreign 
investors and by founding the 
Petronas giant company in 
the Kuala Lumpur Twin Tow-
ers laid the foundation of the 
securities market with a daily 
transaction of 2.9 billion dol-
lars. Establishment of the 
world’s largest Islamic univer-
sity is another step taken for 
the attraction of domestic and 
foreign scientific elites from 
throughout the world, espe-
cially the Islamic states. Ma-
hathir transferred a poor coun-
try with per capita income of 
$100 into a country with per 
capita income of $1600 and 
increased investment from $3 
billion to $98 billion and ex-
ports to an impressive figure 
of $200 billion.

The Man behind ‘Eco-
nomic Miracle’ in Taiwan

The International Mon-

etary Fund in a survey of ups 
and downs in Taiwan’s econo-
my in recent decades has con-
sidered the process which has 
been taken in the economy of 
the country as an example of 
an economic miracle. Many 
experts have named “Kwoh-
Ting Li”, a Chinese econo-
mist, as the architect of this 
great miracle.  

The father of Taiwan’s 
economic miracle who be-
tween 1955 to 1976 consecu-
tively served in the two key 
positions of finance minister 
and economy minister by 
adopting and implementing 
efficient economic policies 
managed to turn Taiwan’s 
economy which was previ-

ously a small-scale traditional 
economy based on agriculture 
into one of the most powerful 
economies of the world in the 
field of technology and com-
munications. 

In 1950, Taiwan with an 
average annual income of less 
than $1,000 stood lower than 
countries like Ghana, Peru 
and Morocco and was one of 
the relatively poor countries 
in South East Asia. The coun-
try’s policymakers after the 
defeat in the battle of China 
decided to compete with their 
northern neighbor at least in 
economic terms.

For this reason, a set of 
corrective measures led by 
Kwoh-Ting Li was placed on 
the agenda of policymaking. 
Li also took the responsibil-
ity of compiling the long-term 
development plan in Taiwan. 
Perhaps it could be said that 
one of the most important fac-
tors for Taiwan’s success in 
implementing reformist eco-
nomic policies is the feeling 
of the common need that had 
taken shape among policy-
makers of the country. 

With the coming to pow-
er of Li who was spending the 
early years of his graduation 
from the prestigious Univer-
sity of Cambridge, a change in 
look at the development took 
shape among the Taiwanese 

policymakers. This change 
in look manifested its effect 
in the change in the deterrent 
force caused by political con-
flicts to the driving force re-
sulted by the participation of 
Taiwan’s political parties and 
the citizens on the path of de-
velopment. 

In the first step, Li took 
measures for amending ter-
ritorial laws and stimulating 
Taiwan’s economy towards 
industrialization through 
supporting small enterprises 
with early returns. Then, in 
cooperation with other Tai-
wanese policymakers he took 
measures for making public 
education mandatory for all 
people at elementary level. 
Parallel to these measures, the 
then government of Taiwan 
provided the necessary ground 
for economic acceleration 
through development of eco-
nomic infrastructures such as 
the Taiwan freeway platform. 

Taiwan, which is now 
being discussed as a model 
for economic growth, at that 
time modeled development 
policies in the United States 
and for this reason while there 
was not an accepted concept 
for free economy in nearly 
half of the world countries, 
policymakers of this country 

In the first step, 
Li took measures 

for amending 
territorial laws 
and stimulating 

Taiwan’s 
economy towards 
industrialization 

through 
supporting small 
enterprises with 

early returns.
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WMO Supports SDS Conference

Ministers and high-level repre-
sentatives participating in the 
UN-backed International Con-

ference on Combating Sand and Dust 
Storms in Tehran (July 3-5) wrapped up 
with the Tehran Ministerial Declaration, 
agreeing to “cooperate on combating 
SDS at sub-regional, regional, and inter-
national levels.”

The World Meteorological Organi-
zation voiced support for the conference 
which was hosted by the Department of 
Environment and the Ministry of Foreign 
Affairs of the Islamic Republic of Iran, 

with the cooperation of the Department of 
Economic and Social Affairs of the Unit-
ed Nations Secretariat, UN Environment, 
the UN Development Program, WMO 
and other UN entities.

 “Sand and dust storms have major 
impacts on human health, agriculture, 
and the transport sector, especially avia-
tion services,” said WMO Secretary-
General Petteri Taalas in a video message 
to the conference. “Because of climate 
change we see drought more often and 
that means the potential for sand and dust 
storms is growing.”

Taalas said that WMO would con-
tinue to promote free exchange of data, 
observations and know-how to improve 
sand and dust storm forecasting and so 
contribute to the greater public good.

WMO set up the Sand and Dust 
Storm Warning Advisory and Assessment 
System in 2007 with a network of forecast 
centers which build on the central role 
of meteorological services in air quality 
monitoring. The Barcelona Dust Fore-
cast Center provides forecasts of sand- 
and dust-storms for northern Africa, the 
Middle East and Europe, whilst the Asian 

E n v i r o n m e n t
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center is operated out of Beijing by the 
China Meteorological Administration. It 
has a third center co-hosted by Barba-
dos and USA which is serving North and 
South America and the Caribbean.

The conference in Tehran followed 
adoption of a UN General Assembly 
resolution and aimed to share knowledge 
of the key challenges posted by sand and 
dust storms; to identify practical solu-
tions and concrete actions to increase 
resilience; and to promote regional and 
international partnerships to combat sand 
and dust storms.

Meanwhile, addressing the confer-
ence, President Hassan Rouhani said his 
government was the administration of en-
vironment and the first decision it made 
was to restore Lake Urmia.

The President described protect-
ing the environment essential for health, 
development and preventing excessive 
immigrations, stressing that solving en-
vironmental issues requires planning and 
regional and international cooperation.

“If there were no plan to restore Lake 
Urmia, we would face salt dust storms,” 
added the President.

“Policies of restoring Hour-al-Azim 
Lagoon and efforts done to protect wet-
lands and lakes will be continued and fi-
nalized,” Rouhani added.

Here is the full text of the Tehran 
Declaration:  

Tehran Ministerial Declaration 
International Conference on Combating 

Sand and Dust Storms 
Tehran, 3-5 July 2017

We, the Ministers and high-level repre-
sentatives participating in the Interna-
tional Conference on Combating Sand 
and Dust Storms:
Having met in Tehran to exchange views, 
share experiences and best practices on 
combating Sand and Dust Storms and to 
contribute to global and regional efforts 
to put forward a concerted and collective 
response to this serious challenge.
Recalling the UNGA Resolution 70/195, 
71/219, UNEA II Resolution 2/21 and 
WMO (World Meteorological Organiza-
tion) Congress Decision Cg-XV/3.3.3.6, 
UNESCAP Resolution 72/7 in which 
Sand and Dust Storms has been acknowl-
edged to be posing a daunting challenge 
to the sustainable development of affect-

ed countries including and in particular 
in Asia and Africa and that coordinated 
prompt measures are needed to address 
it at national, regional and global levels.
Acknowledging that Sand and Dust 
Storms, which are on the rise in terms 
of severity and frequency in many parts 
of the world, are detrimental to human 
health, agricultural land, livelihoods, 
coastal and marine environment, 
infrastructure, and the socio-economic 
systems, in all affected countries.
Fully aware that sand and dust storms 
occur due to natural biogeochemical 
cycles of the Earth  and human-induced 
factors, including climate change, and 
unsustainable land management and 
water use as well as  armed conflicts.
Recognizing the negative impacts of Sand 
and Dust storms on some countries and 
regions that are far away from their hot 
spots, due to their trans-boundary nature.

Further Recognizing that 
combating the challenge of Sand and 
Dust Storms requires concerted and 
collaborative global, regional and sub-
regional as well as national responses 
to address this phenomenon and also 
underlining the role of United Nations in 
promoting international cooperation and 
partnerships among countries and other 
relevant stakeholders to combat Sand and 
Dust Storms.

Agree to cooperate on combating 
SDS at   sub-regional, regional, and inter-
national levels on the following:

1. Share information, lessons learnt 
and best practices, exchange views and 
expertise, develop mitigation and adap-
tation policies and measures, exchange 
technical and monitored data and fore-
casting information to  reduce  the risk of  
Sand and Dust Storms.

2. Strengthen national legal and 
institutional frameworks to share early 
warning information of Sand and Dust 
Storms and raise awareness and promote 
integrated and synergistic actions across 
sectors and foster strengthened coopera-
tion among relevant institutions at global, 
regional and national levels.

3. Enhance public awareness on the 
impact and cost of Sand and Dust Storms 
on human health, agricultural practice, 
food security, infrastructure, transport 
and in general socio-economic sectors 
and the environment and partnerships 
among relevant stake holders on mitiga-
tion of the impacts.

4. Collectively endeavor to enhance 
cooperation and coordination at global, 
regional and sub-regional levels to ad-
dress the causes and impacts of Sand and 
Dust Storms including through the pro-
motion of sustainable water use and land 
management, to reduce future Sand and 

Dust Storms risks and impacts.
5. Develop and implement a strategy 

on disaster risk reduction and resilience 
to promote sustainable land management 
and water use in croplands, rangelands, 
wetlands, deserts as well as rural and ur-
ban areas.

6- Strengthen research activities for 
effective monitoring, impact based as-
sessment and forecasting and early warn-
ing mechanism for Sand and Dust Storms, 
to address disaster prevention and mitiga-
tion and for development of appropriate 
preparedness and effective response to 
Sand and dust storms.

7- Encourage enhanced regional and 
international cooperation to observe and 
forecast, mitigate and cope with the ad-
verse effects of Sand and Dust Storms, 
and seek technical and financial support 
from the relevant United Nations organ-
isations to that end.

8- Consider to further develop pol-
icy dialogue on responding to the issues 
of sand and dust storms among interested 
countries in partnership with relevant 
international bodies and organizations, 
including the establishment of a future 
platform, in synergy with relevant United 
Nations System.

9- Recognize the role of the Asian 
and Pacific Center for the Development 
of Disaster Information Management 
(APDIM), regional seas programs and 
SDS-WAS, to develop human and insti-
tutional capacity through strengthened 
regional cooperation in disaster informa-
tion management.

10- Invite the Environment Manage-
ment Group (EMG) of the UN to con-
sider initiating an inter-agency process 
involving relevant UN system warranting 
to prepare a global response to Sand and 
Dust Storms including a situation analy-
sis, Strategy and an Action Plan. This 
could result in developing a UN-wide 
approach in addressing Sand and Dust 
Storms which can be used as an inter-
agency framework for mid- or long-term 
cooperation and division of labor.

11- Request the UN General Assem-
bly to consider this declaration for appro-
priate actions.

12- Express our deepest gratitude to 
the Government and people of the Islam-
ic Republic of Iran for the excellent ar-
rangements and the warm hospitality they 
extended to participants in this important 
Conference.   

WMO set up the Sand 
and Dust Storm Warning 
Advisory and Assessment 

System in 2007 with 
a network of forecast 
centers which build 

on the central role of 
meteorological services in 

air quality monitoring.
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Construction 
of Phase 2 of 

Tehran-North 
Freeway Starts

The Tehran-North Freeway, con-
necting the capital city Tehran to 
Chalous in the Caspian Sea Prov-

ince of Mazandaran, will fully come on 
stream by March 2023, said Mohammad 
Saeedikia, the head of Mostazafan Foun-
dation, a large socioeconomic conglom-
erate in Iran that oversees the project.

The mega project worth $2.2 billion 
consists of four phases spanning 121 km.

Saeedikia was quoted as saying by 
Roads Ministry’s news portal that Phase 
1 of the project, spanning 32 kilometers 
from Tehran, has made 85% progress 
while work on Phase 2 was officially 
launched in June.

“The 22-kilometer stretch is being 
constructed by four Iranian contractors. 
Phase 1 will cut short the existing route 

to the Caspian resort by 60 kilometers. 
This part includes a 6,500-meter tunnel, 
the excavation of which was completed 
recently,” he said.

“Phases 2 and 3 pass through rugged 
mountainous terrain and will take longer 
to complete. The 20-km Phase 4 was in-
augurated in March 2014.”

Tehran-North Freeway started work 
20 years ago. During his visit to the site 
on June 17, Saeedikia apologized for the 
inordinate delays, saying Phase 1 will be 
completed before the Iranian year ends in 
March 2018.

The construction of the second 
chunk of the freeway was officially 
launched (June 17) in the presence of First 
Vice President Eshaq Jahangiri, Minister 
of Roads and Urban Development Abbas 

Akhoundi, and Saeedikia. 

A Token of Iran’s High-Tech
Head of the Mostazafan Foundation 

said that the construction of Tehran-North 
Freeway with high-tech methods signifies 
Iranian engineers and contractors’ scien-
tific and technical capabilities.

He reiterated that Tehran-North 
Freeway Company and Ministry of Roads 
and Urban Development are determined 
to complete the project soon. 

He emphasized the fact that Iranian 
contractors were able to show their capa-
bilities in this project.

Phase 2 of Tehran-North Freeway 
Starts
During his inspection tour of the 

project in June 2017, Jahangiri ordered 
the start of operation of the Phase 2 of the 
22 km freeway. 

Akhoundi called the project ‘the 
biggest construction workshop of the 
country’.

“In the Phase 1, all the workshops 
are working actively and we are trying 
to make the phase with a length of less 
than 40 km ready for public use,” said 
Akhoundi.

“Simultaneously with the start of 
the second phase construction, we begin 

Saeedikia apologized for the inordinate delays, 
saying Phase 1 will be completed before 

the Iranian year ends in March 2018.

our work on the Phase 3 too; however, 
the work and construction in this phase 
is very hard and has lots of technical dif-
ficulties.

“For technical matters as well as for 
funding and implementing the project, we 
are negotiating with a Korean company 
and three Chinese ones,” the minister 
added, referring to the long tunnels as the 
main matter in the second chunk.

The third phase, a four-lane freeway 
for both ways commuting, has an approx-
imate length of 46 km.

“The freeway’s architecture is of 
great importance and for the first time 
the architecture of the road and its high 
safety have been put into consideration,” 
he said stressing upon the high cost of 
this freeway.

During an earlier visit to the long 
drawn-out project’s construction sites in 
May 2016, Jahangiri had said the con-
struction of Tehran-North Freeway re-
quires 80 trillion rials ($2.3 billion at 
market exchange rate).

“This is while only 200 billion rials 
($58 million) have been allocated to the 
project in the current year’s budget,” he 
was quoted as saying. 

He referred to the limited financial 
resources as the main hurdle in the way 
of the freeway’s completion.
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Also, the minister of roads said the 
government has reduced the number of 
Chinese contractors working in this sec-
tion to draw on domestic capabilities.

DAEWOO Signs Agreement to 
Build Phase 3
Daewoo E&C signed a memoran-

dum of understanding (MOU) for the 
construction of Tehran-North Freeway 
Lot 3. Under the agreement, the company 
would be in charge of engineering, pro-
curement and construction for the project 
to build the third chunk of the freeway, 
including 47-kilometer tunnel and bridge 
ranging from Hezardram to Marzanabad. 
The deal had an estimated value of around 
US $1.5 billion.

The project is of vital importance to 
the people especially in the capital as it 
can save many lives as well as much time, 
money and energy.

According to the agreement which 
was signed early May, 2016, the Korean 
firm will have 6 months to study ways for 
the better implementation of the Tehran-
North Freeway project.

A Chinese company had several 
years ago been granted a share in the 
construction of the second chunk of the 
freeway, while an Iranian company was 
in charge of the construction of the fourth 
chunk. After Iran voiced dissatisfaction 
with the Chinese operation and progress, 
they were replaced with another major 
Iranian construction company to finish 
off the job.

The officials of DAEWOO were 
accompanying the then South Korean 
president Park Geun-hye during her 
Tehran visit.

In related news, the CEO of Iran’s 
Construction and Development of 
Transportation Infrastructure Company 
(CDTIC) said the company is ready to 
sign a deal with the Khatam ul-Anbia 
Construction Base on the construction of 
Tehran-North Freeway should Koreans 
fail to implement the mega project.

Ali Nourzad told Tasnim News that 
the Tehran-North Freeway Company has 
recently signed a MoU with a South Ko-
rean construction firm on developing the 
freeway.

He said that according to the deal, 
the Koreans should meet their commit-
ments within four months in order for the 
MoU to become operational.

The official went on to say that if the 

Korean company fails to fully implement 
the project, the CDTIC is ready to sign 
a deal with the Khatam ul-Anbia Con-
struction Base, a conglomerate belonging 
to the Islamic Revolution Guards Corps 
(IRGC).

900 km of Freeways under Con-
struction in Iran
There are 900 kilometers of freeways 

under construction in Iran, the deputy 
head of Construction and Development of 
Transportation Infrastructures Company, 

affiliated to the Ministry of Roads and Ur-
ban Development, said in July.

Seyyed Hossein Mirshafi also re-
ferred to Tabriz-Marand-Bazargan and 
Isfahan-Shiraz freeways as two major 
projects currently under construction.

Tabriz-Marand-Bazargan Freeway
The project, launched in early April, 

includes four sections, spanning 253 
kilometers from Tabriz, the capital of the 
northwestern East Azarbaijan Province, 
to the city of Bazargan on Iran-Turkey 
border.

Bazargan accounts for a consider-
able share of road transportation between 
Iran and Turkey.

The 63-kilometer-long Phase 1, 
starting from Tabriz, needs 9.4 trillion 
rials ($250 million) in investment.

Mirshafi said it is being constructed 
by domestic private companies and will 
be completed in the next Iranian year 
(March 2018-19).

Isfahan-Shiraz Freeway
The 225-kilometer freeway project, 
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comprised of six phases, will connect the 
central provincial capital of Isfahan to the 
southern city of Shiraz in Fars Province, 
according to its contractor, Isfahan-Shi-
raz Freeway Company.

The project needs 16 trillion rials 
($426 million) in investment.

According to Mirshafi, the freeway 
will cut short the current route between 
the two cities by 100 kilometers.

The first phase, with a length of 54 
kilometers, will be completed by Septem-
ber 2018, the official said.

The freeway is designed to connect 
with another freeway project in Isfahan 
Province that stretches 93 kilometers.

He noted that 63 kilometers of the 
project are under construction and the 
government is in talks to finalize a con-
tract for the remaining 30 kilometers.

Plan for Further 500 Kilometers
According to Mirshafi, talks are 

in final stages to sign contracts to start 
the construction of 500 km of freeways 
across the country.

“We have also signed 40 MoUs to 
build new freeways,” he said, adding that 
the cabinet has yet to approve these pre-
liminary deals before they can end up be-
coming firm contracts.

Among the new projects in the mak-
ing, he referred to a freeway from Mash-
had to Qouchan, which is being negotiat-
ed with Iran’s Astan-e Quds-e Razavi—a 
charitable conglomerate based in Mash-
had and engaged in a wide range of eco-
nomic activities—as well as a 1,000-km 
freeway from the city of Qom to Mash-
had, which is to be carried out by IRGC’s 
Khatam ul-Anbia Construction Base.

The Parsian-Lamerd project, free-
ways in Sirjan and Arak counties and 
part of a freeway from Bandar Abbas to 
Tehran are also among projects yet to be 
finalized.

Back in July 2016, the Iranian gov-
ernment signed a €3.6 billion deal with It-
aly’s highway agency ANAS for the con-
struction and management of a 1,200-km 
road project linking the Persian Gulf port 
of Bandar Imam Khomeini to Bazargan 
on Iran’s border with Turkey.

Iran’s sixth five-year development 
plan (2017-22) stipulates that the total 
length of Iran’s freeways should reach 
7,500 kilometers by 2022. Currently, 
there are 2,500 kilometers of freeways 
across the country.  

At the end of April 2017 the construction of the Phase 1 of the Tehran-North 
Freeway project, connecting Tehran to the city of Chalous at the Caspian Sea 

in the northern Mazandaran Province, had progressed significantly and was 85% 
complete. 

The $ 2.2 bn four-lane freeway project includes four phases spanning 121 km.
The 32 km Phase 1 from west of Tehran to Shahrestanak, with 28 tunnels 

having a combined length of 28.4 km includes the 4870 m Talun Tunnel, recently 
completed. This phase will reduce the current distance from Tehran to the northern 
cities by 60 km.                          

The 25 km Phase 2 is from Doab, Shahrestanak, Alborz to Pol-e Zanguleh, 
Kelardasht District, in the Mazandaran Province. There are 20 tunnels with a 
combined length of 24.2 km and includes the twin - tubed Alborz tunnel (6378 m). 
This tunnel is located at the highest point of the freeway at about 2400 m above the 
sea level, between the km 47.8 and km 54.1 points. The tunnel has a service tunnel, 
located between the two main tunnel tubes, driven by the Taloon Company (Teheran) 
with a TBM and includes 314 m of drill and blast tunnel previously excavated from 
the south portal and 46 m for the TBM starting from the N-portal tube.

The 46 km long Phase 3 is from Pol-e Zanguleh, Kelardasht District, 
Mazandaran Province to Marzanabad, Kelardasht District. There will be 92 tunnels 
totaling 33 km in length. The length of longest tunnel will be 1,330 m. The project is 
a joint venture between the Ministry of Roads and Transportation, the executive for 
construction and development of freeways and the Tehran-North Freeway Company 
(part of the Mostazafan Foundation). Shahran Sazeh is a management consultancy 
and is part of the joint venture of POYRY- STUCKY Pars Consulting Engineers.

The 20 km Phase 4 of the highway, connecting Marzanabad to Chalous, 
includes 5 tunnels with a total length of 1,410 m. There are 2 twin tunnels with a 
subsidiary tunnel inaugurated in March 2014. 

The joint venture in this case was between the Ministry of Roads and 
Transportation, Tehran-North Freeway Company; Shahran Sazeh which also 
includes Pars Consulting Engineers, Shanghai Corporation for Foreign Economic 
& Technological Cooperation (SFECO China) and the contractors were Melli 
Sakhteman Company, Day Company and Omran Maskan Shomal Company. 

The construction of the four-lane freeway project started 20 years ago. Initially, 
a group of Iranian engineers living in the United States proposed the project to the 
government of Akbar Hashemi Rafsanjani (Iran’s president from 1989 to 1997).  
The government later rejected the proposal, assigning the project to Mostazafan 
Foundation—the second-largest conglomerate in Iran.   

Tehran-North Freeway Project 
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By: Ali Darzi- Naftchali

Trade finance plays an important 
role in global business so that 
some experts estimate that more 

than 90 percent of transactions in the 
world are based on one or more of the 
trade finance instruments1. Considering 
this, it is rightly called an engine for eco-
nomic promotion of the world. In other 
words, one of the main reasons for lack 
of development and economic growth is 
lack of access to financial resources. 

Trade finance is more important for 
Small and Medium Enterprises (SMEs) 
than large enterprises. Most enterprises 
active in trade are small and medium. 
These types of enterprises play an im-
portant role in creating jobs and rev-
enues, however, they face more prob-
lems in securing funds for doing day to 
day business and future investments as 
compared to large enterprises. Affirm-
ing this, Vincent O’Brien as a member 
of Banking Commission of International 
Chamber of Commerce, specified “trade 
finance as a major challenge, especially 
for SMEs as without access to trade fi-
nance, they will not be able to contribute 
substantially towards economic recov-
ery and development.2”

To tackle the above challenge, there 
are several ways which are created to be 
used for SMEs in the world. One of the 
most important and well-known of them 
is financing through factoring. This type 
of trade finance is based on account re-
ceivables, which has an ancient history 
“so that some scholars trace its origins to 
the Roman Empire -and some even fur-
ther back to the Hammurabi, four thou-

Financing SMEs 
and Their Legal 
Infrastructure 

in Iran 
sand years ago.3”   

Financing through factoring has 
high usage in developed countries and is 
also growing in developing countries and 
emerging markets. 

According to the latest annual re-
ports of Factors Chain International (FCI) 
and International Chamber of Commerce 
(ICC) on Trade and Finance published in 
2016, the global factoring industry has 
been growing at a rate of nearly 10% per 
annum over the past two decades4 and has 
an impressive growth since the financial 
crisis in 2009. The global factoring vol-
ume nearly doubled in size over the last 
seven years so as the global factoring 
volume was €1,282 billion in 2009 and 
increased to €2,373 billion in 2015. Of 
this total in 2015, Europe accounted for 
an impressive share of two thirds equal 
to 62% of the total world factoring vol-
ume as the largest factoring market in 
the world5. Asia is still the second larg-
est continent for factoring accounting for 
forming 23.8% of the world total factor-
ing volume, whereas China has the larg-
est factoring market.6

Financing through factoring is based 
on a contract concluded between the 
seller and the factor which itself usually 
includes banks or specialized financial 
institutions. Based on this contract, the 
seller will transfer account receivables, 
arising from sale contracts of goods and 
services which are also verified by in-
voices, usually together with the risk of 
non-payment to the factor that in contrast 
will be obliged to pay their value before 
their real deadlines together with holding 
back its fee. Payment to the seller before 
the real deadline of invoices, will meet fi-

nancing role of factoring. The factor may 
collect the transferred account receiv-
ables from the debtor (buyer of the sale 
contract) in their real deadlines.        

Financing through factoring is be-
lieved to be a trusted way for trade fi-
nance, however, it has neither been used 
nor any action has been taken to use it in 
Iran according to the author’s best knowl-

1 - Contessi, Silvio and Francesca de Nicola, the 
role of financing in international trade during good 
times and bad. The Regional Economist, 2012, P. 3. 

2 - ICC releases Global Survey 2014: Rethinking 
Trade and Finance: https://iccwbo.org/media-wall/
news-speeches/icc-releases-global-survey-2014-
rethinking-trade-and-finance/ 

3 - Baker, H.R.Marie and associates, Financing 
small and medium –size enterprises with factoring: 
Global growth in factoring- and its potential in 
Eastern Europe, World Bank,2004, p.5.

4 - ICC: 2016 Rethinking Trade & Finance,  p. 
102, Available at: http://www.iccgermany.de/
fileadmin/user_upload/Content/Banktechnik_
und_-praxis/ICC_Global_Trade_and_Finance_
Survey_2016.pdf

5 -  FCI: Annual Review 2016, p. 10, Available at: 
https://fci.nl/downloads/annual-review-2016.pdf

6 - FCI: Annual Review 2016, p. 11.

7 - Farsi version available at: http://www.cbi.ir/
page/8425.aspx

8 - Farsi version available at: http://www.cbi.ir/
page/5270.aspx

9 - English version available at:  http://www.wipo.
int/edocs/lexdocs/laws/en/ir/ir009en.pdf

10 - Free Translation: Article 10 – “Private 
contracts shall be effective on those who have 
concluded them, provided that they are not 
contrary in an explicit manner to the Provisions 
of law.”

According to current Iranian rules 
and regulations, financing through factor-
ing for Iranian SMEs, may be done in the 
form of legal persons by banks, non-bank 
credit institutions and independent factor-
ing companies. 

The banks may do financing through 
factoring under “Purchase of Debt Exec-
utive Guideline” adopted by the Council 
of Money and Credit of Central Bank of 
Iran on August 16, 20117. With regard to 
the non-bank credit institutions, if their 
actions affect the volume and method of 
distribution of credits in the society, they 
will be under the same rules as banks. 
Otherwise, according to the Article 40(2) 
of the Regulations Governing the Es-
tablishment and Practices of Non-Bank 
Credit Institutions8, they will be excluded 
from the regulations applicable to the 
banks. The recent category of non-bank 
credit institutions together with the in-
dependent factoring companies may do 
financing through factoring either in the 
form of sale of debt contract if related 
conditions under Civil Law of Iran9 met 
or private contract under Article 10 of the 
Civil Law10.  

edge. Therefore, in the annual reports of 
ICC and FCI no mention has been made 
of Iran as a country using factoring for 
trade finance.  

Using factoring for financing Iranian 
SMEs can be beneficial and play a savior 
role and finally lead to growth and devel-
opment of the country. This is while many 
of these enterprises have faced financial 

problems with some halting operation.  
Some may argue and attribute non-

use of factoring to the lack of legal in-
frastructure and authorization in Iran. In 
response to this argument, it may be said 
that it would surely be better to enact a 
special law for using factoring. However, 
it could be used in Iran by considering 
current Iranian laws and regulations.   

E c o n o m y

https://iccwbo.org/media-wall/news-speeches/icc-releases-global-survey-2014-rethinking-trade-and-finance/
https://iccwbo.org/media-wall/news-speeches/icc-releases-global-survey-2014-rethinking-trade-and-finance/
https://iccwbo.org/media-wall/news-speeches/icc-releases-global-survey-2014-rethinking-trade-and-finance/
http://www.iccgermany.de/fileadmin/user_upload/Content/Banktechnik_und_-praxis/ICC_Global_Trade_and_Finance_Survey_2016.pdf
http://www.iccgermany.de/fileadmin/user_upload/Content/Banktechnik_und_-praxis/ICC_Global_Trade_and_Finance_Survey_2016.pdf
http://www.iccgermany.de/fileadmin/user_upload/Content/Banktechnik_und_-praxis/ICC_Global_Trade_and_Finance_Survey_2016.pdf
http://www.iccgermany.de/fileadmin/user_upload/Content/Banktechnik_und_-praxis/ICC_Global_Trade_and_Finance_Survey_2016.pdf
https://fci.nl/downloads/annual-review-2016.pdf
http://www.cbi.ir/page/8425.aspx
http://www.cbi.ir/page/8425.aspx
http://www.cbi.ir/page/5270.aspx
http://www.cbi.ir/page/5270.aspx
http://www.wipo.int/edocs/lexdocs/laws/en/ir/ir009en.pdf
http://www.wipo.int/edocs/lexdocs/laws/en/ir/ir009en.pdf




IRAN INTERNATIONAL, September 2017, No. 85IRAN INTERNATIONAL, September 2017, No. 85106 107

Iran has piqued financial 
interest throughout the 

world for its massive energy 
reserves, but the country ac-
tually has a host of other op-
portunities in less obvious ar-
eas, according to one global 
investor.

For Clemente Cap-
pello, CIO of London-based 
Sturgeon Capital, Iran holds 
promise in part for its cheap 
labor, abundance of natural 
resources, and well-educated 
youth. Specific sectors that 
could benefit from this mix 

include glass, manufacturing 
and petrochemicals, he ex-
plained, but Iran could also 
grow its technology sector.

In fact, the country al-
ready has local versions of 
Uber, Amazon and eBay.

In addition, Cappello 
mentioned that he thinks “eq-
uity opportunity is the easiest 
and most profitable” option in 
the country. Stocks, he said, 
are trading on average of six 
times price-to-earnings ratio, 
dividend yields are “well into 
the double digits” and inter-

London-Based Investor 
Says Iran Holds 
Promise beyond Energy

Iran, Russia Enter 
€2.5 bn JV to Produce 
Rolling Stocks

W o r l d  M e d i a

The Industrial Develop-
ment and Renovation 

Organization signed a €2.5 
billion contract with Rus-
sia’s CJSC Transmashholding 
in Tehran (July 31) for joint 
production of rolling stock in 
Iran.

Based on the contract a 
joint venture will be formed 
between IDRO and the Rus-
sian company with the Rus-
sian side holding an 80% stake 
and the Iranian side a 20%.

Transmashholding CEO 
Kirill V. Lipa told the Finan-
cial Tribune after the signing 
of the contract that the capac-
ity of the joint venture will de-
pend on the depth of localiza-

tion. “For assembling, we’re 
thinking about 300-400 units 
per year.”

The largest manufacturer 
of locomotives and rail equip-
ment in Russia with Dutch 
firm Breakers Investments BV 
and French engineering group 
as its stakeholders, Trans-
mashholding will be taking 
over Iran’s Wagon Pars Com-
pany to start manufacturing.

The Russian firm has 
major customers in Bulgaria, 
Belarus, Kazakhstan, Ukraine, 
and Serbia. It manufactures 
and sells subway cars, passen-
ger diesel locomotives, diesel 
engines, freight cars, flat cars 
and diesel trains.

“Negotiations 
and exchange of 
delegations are 

gradually bearing 
fruit,” he said, 

referring also to 
a contract with 

French energy giant 
Total as well as 

another agreement 
with France’s 

Alstom.

“We are thinking about 
deeper cooperation. We will 
look more precisely on the 
equipment which is already 
installed. But anyway we are 
ready to develop [the facili-
ties],” Lipa said.

“We’re here not to bring, 
let’s say, products just from 
Russia. We are here to develop 
local production. Because we 
really believe that it is abso-
lutely impossible to produce 
the rolling stock from outside 
of the country. It is very im-
portant to produce the most 
significant spare parts local-
ly,” he added.

Minister of Industries, 
Mining and Trade Moham-
mad Reza Nematzadeh who 
was present at the signing cer-
emony referred to the contract 
as “a partnership agreement 
that will last for 30 years and 
is extendable for more.”

This is among the biggest 
contracts signed with interna-
tional companies after the re-

moval of international nuclear 
sanctions against Iran.

The embargoes were 
lifted in January 2016, as 
part of a landmark nuclear 
deal—officially known as the 
Joint Comprehensive Plan of 
Action—which Iran signed 
with the US, Britain, China, 
Russia, France and Germany 

in July 2015.
Deputy foreign minis-

ter Abbas Araqchi, who was 
also present at the ceremony, 
expressed satisfaction that the 
JCPOA is slowly paying divi-
dends.

“Negotiations and ex-
change of delegations are 
gradually bearing fruit,” he 
said, referring also to a con-
tract with French energy giant 
Total as well as another agree-
ment with France’s Alstom.

Total, together with 
Chinese state-owned China 
National Petroleum Corp, 
signed a $5 billion deal with 
Tehran early July to develop 
Phase 11 of Iran’s South Pars, 
the world’s largest gas field, 
marking the first major west-
ern energy investment in the 
Islamic Republic since the 
lifting of sanctions.

Alstom signed an agree-

ment with IDRO and Iranian 
Rail Industries Development 
Company last week to manu-
facture 1,000 subway wagons 
in IRICO facilities.

Another major deal 
signed recently was a contract 
China’s Exim Bank signed 
last week with Iran’s Bank of 
Industry and Mine to provide 
$1.5 billion in finance for 
the electrification a 926km 
railroad from Tehran to the 
eastern city of Mashhad. The 
contract is considered as the 
first foreign financing in Iran 
after the removal of nuclear 
sanctions.

“This shows the diversity 
of our collaborations with our 
European partners, our Asian 
partners and our old friends, 
notably Russia,” Araqchi 
said. “We definitely will not 
forget our friends during the 
sanctions.” 

http://www.cnbc.com/iran/
http://www.cnbc.com/iran/
https://financialtribune.com/articles/economy-domestic-economy/69385/iran-russia-enter-25b-jv-to-produce-rolling-stocks
https://financialtribune.com/articles/economy-domestic-economy/69385/iran-russia-enter-25b-jv-to-produce-rolling-stocks
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Iran Foreign Trade 
Tops $29b
Iran’s non-oil foreign trade 

during the four months 
of the current Iranian year 
(March 2017-18) reached 
$29.27 billion, indicating a 
6% rise compared with last 
year’s corresponding period.

Non-oil exports during 
the same period of last year 
hit $13.45 billion, indicating 
a 9.54% decline year-on-year.

Imports stood at 
$15.81 billion, registering a 
23.97% rise YOY, Financial 
Tribune reported, citing the 
latest report by the Islamic 
Republic of Iran Customs 
Administration.

Gas condensates ($2.31 
billion), followed by light 
crude oil excluding gasoline 
($512 million), polyethyl-
ene ($485 million), lique-
fied propane ($446 million) 
and methanol ($426 million) 
were the main exported com-
modities.

Imports chiefly included 
rice ($603 million), field corn 
($484 million), vehicles of 

engine displacement between 
1500 cc and 2000 cc ($426 
million), soybean ($338 mil-
lion) and auto parts ($311 
million).

China was the main 
customer of Iranian products 
during the four-month period, 
as Iran exported $2.84 billion 
worth of goods to the Asian 
country. Other major export 
destinations included Iraq 
with $2.52 billion, the UAE 
($2.03 billion), South Korea 
($1.4 billion) and India ($926 
million).

Major exporters to Iran 
included China ($3.49 bil-
lion), the UAE ($2.99 bil-
lion), South Korea ($1.07 bil-
lion), Turkey ($958 million) 
and India ($891 million).

The average price of 
each ton of exported goods 
stood at $358 and that of im-
ported commodities hovered 
around $1,399.  

Traditional Partners 
Remain as EU Trade 
Gets Boost
The above stats indicate 

that while China remains 
Iran’s biggest trade partner, as 
it has been over the past many 
years, other major countries 
with which the Islamic Re-
public conducts its commer-
cial exchanges are still the 
same ones that traded with 
the country after international 
sanctions were imposed.

The sanctions imposed 
against Iran over its nuclear 
program began to roll back as 
of January 2016 as part of a 
landmark deal Tehran signed 
with world powers a year 
earlier.

Nonetheless, data re-
leased by Luxembourg-based 
Directorate General of the 

European Commission, Eu-
rostat, show Iran’s trade with 
Europe has been on the rise 
post sanctions.

Iran exported €2.77 bil-
lion worth of goods to the 
European Union in the first 
quarter of 2017, registering 
a sixfold rise compared with 
the preceding year’s corre-
sponding period, Eurostat re-
ported.

Mineral fuels, mineral 
oils and products of their 
distillation, bituminous sub-
stances and mineral waxes 
accounted for a majority of 
Iran’s exports to the EU dur-
ing the period, with a total 
value of €2.5 billion. Non-oil 
exports to the EU, however, 
still remain unimpressive. 
Fruit and nuts (€72 million) 
and plastic products (€48.5 
million) were other top ex-
ports during the period.

Iran imported €2.52 bil-
lion worth of commodities 
from the European Union 
during the same period, re-
cording a %56 rise year-on-
year. Imports mainly included 
nuclear reactors, boilers, ma-
chinery and mechanical ap-
pliances and parts worth €665 
million. Vehicles and their 
parts and accessories with 
$245 million and aircraft, 
spacecraft and their parts with 
$242.6 million came next.

Italy was the biggest 
importer from Iran in the 
first quarter among all Eu-
ropean states, as it bought 
€807.4 million worth of Ira-
nian goods during the period. 
France, Spain and Greece fol-
lowed with €614.6 million, 
€329.6 million and €320 mil-
lion worth of imports respec-
tively.

Germany topped the list 
of exporters to Iran, ship-
ping €694.4 million worth of 
goods to the Islamic Republic 
in three months. France came 
second with €461 million and 
Italy followed with €418.6 
million.  

Iran Among Most Tax 
Attractive Emerging 
Markets

Every week, press updates 
confirm the growing 

commercial interest of first 
class international groups in 
entering the Iranian market-
whether it’s the US green light 
for export licenses to Airbus 
and Boeing, Renault’s joint 
venture, Peugeot’s extensive 
manufacturing contracts, or 
the return of major energy, 
oil and gas and infrastructure 
players to the market.

Less visible but just as 
dynamic, a number of private 
investors are currently imple-
menting investment struc-
tures in sectors as diverse as 
finance, real estate and retail.

Beyond the commer-
cial potential, how do Iranian 
taxes impact foreign invest-
ment profitability? Vincent 
Lacombe with multinational 
law firm Dentons has sought 
to answer the question.

Last September, Europe 
LLP entered into association 
with APP Legal Institute, an 
Iranian law firm based in Teh-
ran, to better serve its inter-
national clients investing and 

doing business in Iran. The 
Tehran-based team advises in-
ternational clients on a broad 
range of legal and tax issues, 
including corporate, infra-
structure, regulatory, capital 
markets, employment, and 
litigation matters.

Below is the full text of 
Lacombe’s write-up exclu-
sively shared with Financial 
Tribune (July 29):   

The economic growth 
of emerging markets boosts 

foreign direct investment 
and integrates their domestic 
economies to the world mar-
ket. With the lifting of sanc-
tions and a gross domestic 
product growth projected to 
reach 4.6% in 2017, Iran has 
been able to enter the new 
emerging market group and is 
expected to gain a solid share 
of increasing world FDI.  

This comes at a time 
when investors and financial 
institutions with huge avail-
able liquidity are struggling 
more and more to achieve a 
high return on investment. In 
this context, Iran’s taxes are 
among the lowest in emerging 
countries.

Thanks to a relatively 
moderate 25% corporate in-
come tax and no domestic 
withholding tax on dividends, 
Iran is one of the emerging 
markets where locally created 
value and cash repatriation to 
the investor’s home country 
attracts the lowest taxation.

Even though in bench-
mark countries, depending on 
the investor’s home jurisdic-
tion, relevant double taxation 
treaties may mitigate withhold-
ing tax on dividends, this gen-
erally does not change Iran’s 
first rank.  It is also important 
to note that Iran has signed 
DTTs with many countries.

No Capital Gains Tax on 
Sale of Company Shares
The Iranian tax system 

does not provide for taxation 
of gains resulting from the 
sale of company shares. The 
sale of non-listed companies’ 
shares triggers a 4% stamp 
duty assessed on the par val-
ue of the shares. The sale of 
shares negotiated on Tehran 
Stock Exchange is subject to a 
0.5% stamp duty assessed on 
the transaction value.

Value Added Tax
Iran’s VAT rate is 9%. 

VAT credit can be reimbursed 
or carried forward without a 
time limit. It is anticipated 

Beyond the 
commercial 

potential, how 
do Iranian taxes 
impact foreign 

investment 
profitability? 

Vincent Lacombe 
with multinational 
law firm Dentons 

has sought to 
answer the question.

W o r l d  M e d i a

The United Nations 
Conference 

on Trade and 
Development 
has put Iran 

among successful 
countries in terms 

of attracting foreign 
investments in 2016.

est rates could soon be cut in 
half.

Iran’s recent election in 
May could provide a strong 
mandate for President Has-
san Rouhani to continue with 
a foreign policy of re-inte-
grating Iran’s economy with 
the rest of the world, and also 
with his domestic economic 
reforms, especially in the 
troubled banking sector.

Cappello, who launched 
Sturgeon Capital’s Iranian 
fund, told CNBC’s “Street 
Signs” that service providers 
such as banks are the “real 
obstacle” for foreign inves-
tors. Those banks, he said, 
“are not keen to do business 
with Iran.”

The investor also high-
lighted the risk foreign in-
vestors run when they lack 
understanding about the 
changing Iranian business 
dynamics. Other risks associ-
ated with doing business in 
Iran include not understand-
ing the stakeholder structure 
of entities, he said. 

A week before the Ira-
nian election, the U.S. signed 
a waiver extending sanction 
relief. That was followed by a 
statement from French ener-
gy giant Total, stating it will 
resume investments in Iran.

The United Nations 
Conference on Trade and 
Development has put Iran 
among successful countries 
in terms of attracting foreign 
investments in 2016. In its 
2017 World Investment Re-
port, Iran attracted $3.372 
billion worth of foreign in-
vestments, which is a 63 per-
cent increase from the previ-
ous year.

It is plausible that the 
prospect of new sanctions 
could scare off foreign 
investors, as President Donald 
Trump’s administration has 
said it is “putting Iran on 
notice.”

Nonetheless, Cappello 

said, the U.S. cannot legally 
alter the international agree-
ment with Tehran on its own 
and “the continued aggres-
sive rhetoric clearly does not 
help sentiment and makes 
perceived risks higher than 
what they actually are.”

And when it comes to 
Iran developing a fruitful 
economic relationship with 
investors, it will depend on 
continued reforms, he said.

“Our hope is that ... 
deals such as the one Total 
signed will set a precedent 
that doing business with Iran 
is okay and encourage the 
global business community 
to re-engage the country.” 

http://www.total.com/en/media/news/press-releases/iran-total-and-nioc-sign-contract-development-phase-11-giant-south-pars-gas-field
http://www.total.com/en/media/news/press-releases/iran-total-and-nioc-sign-contract-development-phase-11-giant-south-pars-gas-field
http://cnbc.com/quotes?symbol=FP-FR
http://unctad.org/en/PublicationsLibrary/wir2017_en.pdf
http://unctad.org/en/PublicationsLibrary/wir2017_en.pdf
http://www.cnbc.com/donald-trump/
http://www.cnbc.com/donald-trump/
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that the Iranian VAT rate may 
increase to 10 or 12%.

Double Taxation 
Treaties
Cross-border structures 

and transactions benefit from 
a number of tax treaties in 
force to avoid double taxation.

Iran has signed around 
40 DTTs, notably with Aus-
tria, China, France, Germany, 
Indonesia, Kuwait, Lebanon, 
Malaysia, Oman, Poland, 
Qatar, Russia, South Korea, 
South Africa, Spain, Switzer-
land and Turkey.

Free Trade Zones
Iran currently has seven 

free trade zones: Qeshm, Cha-
bahar, Aras, Anzali, Arvand, 
Kish and Maku. These free-
trade zones enable investors to 
benefit from investment guar-
antees under the Foreign In-
vestment Promotion and Pro-
tection Act of 2002 (which also 
applies outside FTZs), protec-
tion of registered trademarks 
and intellectual property rights, 
100% foreign ownership, no 
restrictions on repatriation of 
capital and finally no entry visa 
requirements.

Revenues from commer-
cial or industrial activity are, 
under certain conditions, tax 
free for 15 to 20 years from 
the date of the transaction.  
This has been extended to 25 
years by a decision of October 
1, 2016, but has not yet en-
tered into force.

Moreover, importation of 
raw materials and machinery 
for production and manufac-
turing is free from all kinds of 
duties and taxes.

General Tax Incentive 
in Tourism
On October 2, 2016, 

Deputy Economy Minister 
Mohammad Khazaei stated 
that both foreign and Iranian 
investments in the tourism in-
dustry will enjoy tax exemp-
tions for 5 to 13 years depend-
ing on the area. 

Time to Look at Iran 
for Investment
You are considering in-

vesting in a large country 
with 80 million people and a 
relatively prosperous GDP per 
capita of almost $20,000. 

It had democratic elec-
tions this year where the re-
formists won again on a man-
date to increase trade with the 
rest of the world in contrast 
to the populism seen in many 
developed countries. Its capi-
tal city is full of history yet 
cosmopolitan, and tourism has 
picked up recently.

Yet foreign investment, 
particularly from the Western 
world, is much lower than 
what you would expect in a 
country with such a large do-
mestic market.

That country is Iran. Is it 
time for contrarians to get in? 
An article published by Fron-
tera News seeks to answer the 
question. It delivers business 
news, investment research and 
political risk analysis on the 
world’s frontier and emerging 
markets. 

The article opens by 
probing “the case against 
Iran”, where it refers to unilat-
eral US sanctions against the 
Islamic Republic, which have 
complicated doing business 

with the country.  
Another concern, the ar-

ticle reads, is the reliance on 
the oil and gas industry, ex-
plaining that oil dominates 
Iran’s economy, and as one 
of the biggest producers in 
OPEC there are a couple of 
related concerns.

“One is the transition to 
alternative energy that has un-
dercut oil prices amidst ample 
supply from other nations. 
Countries like Saudi Arabia, 
Qatar and the UAE have rid-
den oil revenues to large war 
chests and huge per capita 
GDPs–Iran is late to the party 
and does not have the same 
resources to attempt a large 
pivot into other industries. 
The other concern is how eas-
ily their exports are affected 
by sanctions–they experi-
enced this from 2012-16 and 
it resulted in a negative GDP 
growth rate of -1.5% in 2015,” 
it said.

The write-up then moves 

on to the bright side of the 
situation in Iran under the sub-
title “The Case for Iran”. The 
following are taken from this 
part on:

Bad News Is Priced in
Sanctions and low oil 

prices have been fully priced 
in by investors in Iran. Yes, 
sanctions can be put back in 
force and oil prices can go 
lower, but by and large, the 
bad news is priced in and there 
is much more upside than 
downside.

Let’s say that [US Presi-
dent Donald] Trump’s threats 
that the US-Iran nuclear deal 
is “very, very bad” do not 
come to fruition and sanctions 
continue to be eased as the 
deal is followed. This would 
be a complete game changer 
for the economy with west-
ern money beginning to flow 
in earnest for the first time 
since sanctions were first put 
against Iran in 1979.

It is understandable that 
while UN sanctions were 
lifted in January 2016, Iran 
has not reaped the benefits yet 
with many countries and busi-
nesses erring on the side of 
caution before doing business 
there.

However, when you 
consider that sanctions have 
plagued Iran for 37 years and 
there might finally be light 
at the end of the tunnel, the 
upside potential here is very 
strong, especially with domes-
tic support to ensuring sanc-
tions continue to be eased.

A sizable diaspora and 
a massive amount of frozen 
funds around the world could 
also help kick-start economic 
growth, if sanctions continue 
to be eased.

China Is Already in
Most people believe that 

China’s foreign investment 
is focused in Africa or Asia. 
But with the western world’s 
sanctions against Iran, China 
has also become Iran’s biggest 
trade partner with over 40% of 

Sanctions and low 
oil prices have been 

fully priced in by 
investors in Iran.

its exports and imports.
China’s One Belt, One 

Road strategy has benefited 
Iran strongly since it has be-
come a gateway to Europe. 
With financing from China, 
Iran is becoming a transporta-
tion hub with rail and sea ports 
a main focus.

Infrastructure built with 
Chinese expertise and financ-
ing is popping up around the 
country.

High Chances of 
Success
One of the main reasons 

investors take interest in fron-
tier markets is to get in at the 
beginning of the economic 
cycle in the hopes of making 
outsized returns, as the econ-
omy enters a rapid growth 
phase.

Iran is an interesting case 
where its GDP per capita is 
relatively high, but where 
there are a lot of severely un-
derdeveloped industries due to 
almost 40 years of sanctions. 
Tourism is a very low hanging 
fruit, as is any trade with west-
ern companies.

Bolstering chances of 
success are a large popula-
tion (18th in the world) that is 
highly educated with a litera-
cy rate above 95%. The popu-
lation is also relatively young, 
with about half the popula-
tion under the age of 30. Both 
these factors have contributed 
to a burgeoning startup and 
tech scene in Iran.

When you compare the 
potential of Iran to other coun-
tries that have been held back 
due to sanctions–Cuba, the 
DRC, North Korea, or Su-
dan–the contrast is extreme 
in terms of how well Iran has 
done relatively.

The case of Myanmar, a 
country that is booming now 
with the removal of sanctions 
and embrace of the western 
world, is a hopeful case for 
Iran, and Iran is way ahead 
of where Myanmar was when 
sanctions ended. 

The Kingdom of Saudi 
Arabia’s hostile policies 

toward Yemen, Syria, Qatar 
and Iran are failing. The desert 
kingdom’s broader strategy: 
a desperate attempt to erode 
the Islamic Republic of Iran’s 
growing power and influence 
over these domains and beyond.

In a long history of intense 
religious rivalry, Saudi lead-
ership seeks to choke Iran’s 
economy by steeply cutting its 
own oil output, hoping to com-
plicate Iran’s overtures to in-
ternational businesses. Oops, 
too late! The Iranian regime 
is excited about engagement 
with other countries follow-
ing its 2015 nuclear agreement 
with the West. Asian and Eu-
ropean companies are now in-
vesting in Iran’s energy sector, 
which promises high returns 
on investment.

Iran’s oil minister, Bijan 
Namdar Zangeneh, says Iran 
is negotiating with BP, Rus-
sia’s Gazprom and Lukoil and 
Malaysia’s Petronas, among 
other international companies. 
France’s Total signed a $5 bil-

lion gas deal with Iran this 
month.

“I can assure you this 
isn’t the last one. We’ll see 
other contracts being made 
within the next few weeks,” 
Deputy Minister of Petroleum 
for International Affairs Amir 
Hossein Zamaninia said at a 
recent conference in Istanbul. 
He was referring to Austria, 
Norway, Sweden, the United 
Kingdom, Germany and Den-
mark, all of whom have ex-

pressed interest in investment 
opportunities in Iran.

Denmark, for instance, 
proposed a $1 billion invest-
ment contribution to Iran’s 
development plans. Iran itself 
already stands to reap between 
65 percent and 70 percent of 
the international investments, 
estimated at $200 billion so 
far. Thus, Saudi Arabia’s no-
tion of snuffing Iran’s econ-
omy through oil prices is a 
failed one.

Between petrochemicals 
and gas exports, Iran hopes 
to have a major impact on the 
global oil market. Iran’s oil-
industry officials previously 
put total investments required 
in various sectors of the oil 
industry at $445 billion: $230 
billion in oil, $130 billion in 
gas, $20 billion in refining and 
delivering oil products and 
$65 billion in the petrochemi-
cal industry. Mr. Zangeneh’s 
disclosure of these invest-
ments comes at a crucial time 
as the political landscape of 
the Middle East shifts faster 
and faster.

And don’t write off China 
and Russia, key supporters of 
Iran. I’m certain Chinese and 
Russian companies will win 
lucrative contracts that ensure 
access to Iran’s oil and natural 
resources. Meanwhile, Iran is 
capitalizing economically on 
its growing influence in the 
region at the expanse of Saudi 
Arabia’s botched policies.

To solidify its economic 
influence in the region, Iran 
aims to export its goods to 
its neighbors: Iraq, Pakistan, 
Oman, the United Arab Emir-
ates and Kuwait. Iran already 
has engaged Turkey in nego-
tiations regarding transfer of 
Iranian gas to Europe. I can 
see how a project such as this 
will benefit not only Iran but 
also Russia and Turkey. What 
Saudi leadership has failed 
to foresee is that the demand 
for gas is expected to grow in 
countries like China, India, 
Iran, the United States and 

Iran Fast Emerging as 
Economic Power, Player

In a long history 
of intense religious 

rivalry, Saudi 
leadership seeks 
to choke Iran’s 

economy by steeply 
cutting its own oil 

output, hoping 
to complicate 

Iran’s overtures 
to international 

businesses.
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even their own country.
What of the much-de-

bated prospect of sanctions 
on Iran? Unlikely! Someone 
forgot to tell Saudi decision-
makers that Iran has about 
18.2 percent of the world’s 
proven gas reserves, ahead of 
Russia and Qatar, according 
to the BP Statistical Review 
of World Energy. China and 
the Middle East are expected 
to lead the way in gas demand 
growth, 28 percent and 24 
percent respectively, over the 
projected period to 2035, ac-
cording to Cedigaz, a research 
group that specializes in the 
energy industry.

Given Iran’s supply and 
the international community’s 
demand, widespread global 
sanctions against Iran simply 
won’t happen.

I agree with Foreign Af-
fairs magazine: The Saudi royal 
family is licking its wounds af-
ter its disastrous, unrealistic and 
flat-out ill-conceived campaign 
against Qatar, where we have 
some 10,000 U.S. troops based. 
Qatar is forging economic ties 
with Iran and Turkey.

One thing’s sure: The re-
gion’s geopolitics now play to 
Iran’s favor. Saudi rulers must 
accept that they can’t force oil 
prices to return to pre-2014 
levels of $120 per barrel. 
That’s a bygone era.
Their plan to target Iran eco-
nomically has flopped miser-
ably, even given the Trump ad-
ministration’s implementation 
of some sanctions this week 
— while also acknowledging 
Iran’s compliance with the 
2015 nuclear deal. Internation-
al corporations are seizing the 
opportunity to forge economic 
ties with Iran. What might hap-
pen when China’s Silk Road 
project is completed? Will all 
roads lead to Tehran? Stay 
tuned.  
(Source: wacotrib.com, July 19, By 
David Oualaalou, Veteran, global 
affairs analyst and educator and 
author of “Volatile State: Iran in 
the Nuclear Age,” due for release in 
January.

ECONOMY & TRADE 

No Obstacle to Chinese 
Finance for Iran Projects

China’s ambassador to 
Iran said the channel for fa-
cilitating new finance from 
the world’s second largest 
economy is open for Tehran, 
assuring the Iranian business 
community that recent bank-
ing hurdles and the alleged 
closure of Iranian account 
are only temporary. “Chinese 
banks are commercial lenders 
and therefore the government 
cannot order them to do any-
thing, but as we saw recently, 
two Chinese banks signed 
agreements with Iran to fi-
nance a number of projects, 
including the [electrification] 
of Tehran-Mashhad railroad,” 
Pang Sen was also quoted as 
saying during his meeting 
with senior trade officials in 
Tehran Chamber of Com-
merce, Industries, Mines and 
Agriculture August 12.

Siraf Refining Deal to Be 
Finalized by March

A preliminary agreement 
to develop Siraf Refining Park, 
a major downstream project in 
the city of Siraf in the south-
ern Bushehr Province, will be 
finalized by the end of the cur-
rent fiscal year in March 2018, 
managing director of Tamin 
Petroleum and Petrochemical 
Investment Company (TAP-
PICO) said (August 12). “De-
veloping the Siraf project is a 
top priority for the National 
Petrochemical Company,” 
Mohammad Hassan Peyvandi 

was quoted as saying by Mehr 
News Agency August 12.

€3 bn Siemens Credit Line 
on the Way

German industrial group 
Siemens is about to under-
take financing rail and power 
plant projects worth 3 billion 
euros in Iran, a senior Iranian 
official says. “On a trip to 
Germany, we had discussions 
about Siemens’ participation 
in Iran’s railway and power 
plant projects,” Deputy Min-
ister of Road and Urban De-
velopment for International 
Affairs Asghar Fakhriyeh-
Kashan said (Aug. 8). In the 
rail sector, Iran is going to buy 
a number of wagons from Sie-
mens for use on a high-speed 
line between Tehran, Qom and 
Isfahan, he said. Siemens will 
also cooperate on providing 
signaling equipment and in-
stalling communication signs.

Iran to Roll out Mideast’s 
First Electric Cars

Iran is to become the first 
Middle Eastern country to 
launch electric vehicles, with 
Mitsubishi Motors’ plug-in 
hybrid Outlander SUV ex-
pected to hit Iranian roads as 
early as fall. The Japanese au-
tomaker seeks to take advan-
tage of burgeoning demand 
for environmentally friendly 
cars in the country where 
around 1 million cars are sold 
annually. Iran Khodro is the 
largest car manufacturer in 
the Middle East, but the seri-
ous problem of air pollution 
in Tehran and other big cities 

has prompted state planners 
to look for green vehicles. Ac-
cording to a report (August 8) 
on the website of the Nikkei 
business daily, the redesigned 
Outlander, which curbs use 
of the conventional engine in 
favor of the twin electric mo-
tors, will be built in Japan and 
shipped to Iran.

Iran, Turkey, Qatar 
Mull Land Route amid 

Saudi Row

Turkey seeks to establish 
a land route via Iran for trade 
with Qatar which has relied 
on both countries for sourcing 
food since a diplomatic crisis 
broke out with Saudi Arabia. 
Turkish Economy Minister 
Nihat Zeybekci was in Tehran 
(August 5) where he was ex-
pected to discuss using Iran’s 
land route to facilitate trade 
with Qatar, Anadolu quoted 
him as saying.

US Bans Fail to Hinder 
Iran’s Tech Advance

Iran’s tech market con-
tinues to boom despite the US 
sanctions against the country, 
while the bans have merely 
restricted the global giants’ 
access to Iran’s lucrative tech 
market, a new report says. 
“US sanctions have protected 
the Islamic republic’s tech 
sector, barring Silicon Valley 
from profiting from one of 
the world’s most promising 
emerging markets, and giving 
a free run to domestic start-
ups to recreate their services,” 
a report by AFP read (July 
25). The report pointed to the 

emergence of local online ser-
vices which are rapidly trans-
forming different industries in 
Iran, including Snap taxi ser-
vice as an equivalent to Uber, 
Digikala instead of Amazon 
and Pintapin as an alternative 
to Booking.com.

Iran to Export 1mt of 
Wheat: Official

Iran expects to export 1 
million tons of surplus wheat 
and its products this year, up 
60 percent from a year ago, 
the country’s trade regula-
tor the Government Trading 
Company (GTC) says. GTC 
Managing Director Yazdan 
Seif (July 18) said the rise was 
“the result of the creation of 
necessary mechanisms and 
the increase in wheat produc-
tion as well as guaranteed 
purchases of wheat, especially 
durum.”

UK’s EasyHotel to Open 
500 Rooms in Iran

Budget chain easyHotel 
has announced plans to open 
branches in Iran, expecting a 
deal for 500 rooms. The Lon-
don-based group says (July 
28) its operations will be man-
aged by a franchisee in Iran 
where local staff will run the 
facilities but easyHotel will 
not risk direct capital invest-
ment. The expansion plan 
is expected to include new 
purpose-built hotels and con-
versions of existing hotels or 
office buildings.

Korean Retailer Seals Deal 
to Set Up Shop in Iran

Top Iran Business & Energy News 
(June – August 2017)
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Continued from page 91

in 1960s approved the law for 
liberalizing the economy and 
implemented it step by step.

Experts believe that 
implementation of the fol-
lowing were among the most 
important policies that under 
the leadership of Li could in-
crease the per capita income 
over 2.3 times in less than 20 
years:

 Very high rates of savings 
and investment

 Composition of construc-
tive foreign influence and 
transmittal of business ideas 
from Japan and the United 
States

 Effective strategy for pub-
lic industrialization

 Liberation of human ener-
gy and creativity through open 
market

 Economic boom of 1960s 
resulted by the Vietnam War

 Strategy of growth based 
on exports in the period of 
rapid economic growth in ear-
ly 1960s

 Direct assistance of the 
United States and use of the 
country of the aid for making 
investment and not for con-
sumption

 Work ethics and production 
attitude of Taiwan work force 

 Leap towards creating en-
terprises for the powerful lo-
cal islanders who were look-
ing for an opportunity to make 
progress

 Necessity for economic de-
velopment as a defensive mat-
ter against the attack by the 
People’s Republic of China 

Taiwan’s economy made 
an increase of 7% per year 
during 1960 to 1970 which 
was faster than the growth 
of any other countries. This 
growth rate was realized only 
in the light of convergence of 
the Taiwanese policymakers 
with the reform programs of a 
prominent economist. 
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A South Korean compa-
ny has sealed a deal (July 15) 
to open convenience stores in 
Iran, putting further pressure 
on local businesses which are 
already feeling the heat from 
big retailers in neighboring 
countries and beyond. BGF 
Retail Co which owns South 
Korea’s largest convenience 
store chain, CU, has entrusted 
Iranian home appliances firm 
Entekhab Investment De-
velopment Group with tak-
ing charge of investment and 
operation of CU outlets in 
Iran. The deal marks CU’s 
first foray abroad, coming 
in the wake of hypermarkets 
and mass merchandisers from 
Turkey, the UAE, and Eu-
rope seeking to capitalize on 
a pent-up demand in the Ira-
nian market following years 
of sanctions.

Italy, Iran Sign $1.3 Billion 
High-Speed Rail Deal

Iran’s state railway com-
pany and its Italian counter-
part have signed (July 12) a 
deal worth 1.2 billion euros 
($1.3 billion) to build a high-
speed rail line between Iranian 
cities of Arak and Qom. Re-
nato Mazzoncini, CEO of 
Ferrovie dello Stato (FS), and 
head of the Islamic Republic 
of Iran Railways Saeed Mo-
hammadzadeh oversaw the 
signing of the agreement in 
Tehran for the first stretch of a 
high-speed rail line which FS 
plans to build in Iran.

Italy’s Eusider Signs Iran 
Ferrosilicon Deal

Italy’s service center 
and trader company Eusider 
says it has signed a long-term 
agency agreement with the 
biggest ferrosilicon producer 
in Iran. The exclusive distri-
bution agreement with Iran 
Ferroalloys Industries Com-
pany would give Eusider “the 
right space to market” Iranian 

ferroalloys, the company said. 
Through the agreement, “we 
will add value to our clients 
as we will be able to offer on 
regular basis different qual-
ity grade materials,” Platts 
quoted the company as saying 
(July 8)

First Iran-Made 
Catamaran Delivered to 

Turkey

Iran has completed its 
first export of a catamaran ship 
built in the country to Turkey, 
media reports said (July 8). 
The delivery puts Iran in the 
elite club of the manufacturers 
of catamaran, a multi-hulled 
watercraft featuring two paral-
lel hulls of equal size. Hossein 
Qorbani, managing director of 
Iran’s Arvandan Shipbuilding 
Company which built the sail-
ing boat, said the vessel sold at 
around 10 million US dollars.

Iran Completing ‘Beauty 
Link’ in North-South 

Trade Corridor

Iran is preparing to 
launch what could be the 
country’s most beautiful rail 
routes at the heart of a multi-
modal intercontinental trans-
portation project. A railway 
at 205 kilometers from Qaz-
vin to Rasht in northern Iran 
is near completion and could 
be among the last pieces of a 
rail link through which Rus-
sia would send its goods to 
India’s Mumbai several host 
countries including Iran. A re-
port (June 28) by Iran’s IRNA 
news agency said the railway 
could increase the number of 
tourists visiting Iran’s north-
ern province of Gilan.

Germany Vows Wider 
Banking Links with Iran

Germany has announced 
its readiness to expand its 
banking cooperation with 
Iran and provide funds for the 

country’s economic projects. 
The announcement was made 
(June 27) by German Finance 
Minister Wolfgang Schäuble 
in a meeting with the visiting 
Iranian Foreign Minister Mo-
hammad Javad Zarif. 

Iran Sending 1,100 Tons 
of Food to Qatar Daily

Iran says it is exporting 
over 1,100 tons of fresh fruits 
and vegetables from its south-
ern ports to Qatar every day. 
The announcement was made 
(June 22) by Mohammad 
Mehdi Bonchari, the direc-
tor of ports of Iran’s Bushehr 
province. Iran opened a food 
corridor with Qatar imme-
diately after the start of the 
country’s diplomatic crisis. A 
week earlier, a top Iranian of-
ficial said the country stands 
fully ready to answer the food 
requirements of Qatar much 
beyond its current needs. Ab-
bas Maroufan, the deputy for 
domestic trade of the Govern-
ment Trading Corporation of 
Iran, was quoted by media as 
saying that Iran could support 
the food requirements of “10 
countries like Qatar”.

Iran Exports First Wheat 
Cargo in Years

Iran says it has exported 
its first consignment of wheat 
after a hiatus of multiple years 
– what is seen as a robust sign 
that shows the country has not 
only been able to support do-
mestic needs but also move 
ahead with overseas sales. The 
consignment of 35,000 tons of 
wheat was sent to Oman from 
Iran’s Bandar Imam Khomei-
ni in Khuzestan province. It 
was taken to the Persian Gulf 
sultanate by the Islamic Re-
public of Iran Shipping Lines 
(IRISL), the country’s IRNA 
reported (June 12).

Austria OKs €1bn Credit 
Line for Iran Steel Project

Austria says it has 
allocated a credit line of 
€1 billion for a major steel 
production project in southern 
Iran. The announcement was 
made by the visiting Austrian 
Finance Minister Hans Jörg 
Schelling during a visit to 
Tehran (June 11). 

India Says Chabahar Plan 
on Track despite Odds

India says (June 10) its 
development of the Iranian 
port of Chabahar as part of 
its ambitious bid to access 
Central Asia and Afghanistan 
is on track despite problems 
in procuring equipment from 
Western manufacturers. The 
Indian government has com-
mitted $500 million to Chaba-
har which lies on the Gulf of 
Oman, aiming to join an in-
creasingly important transport 
corridor to the resource-rich 
regional countries.

ENERGY

Iran Port Gets First Oil 
Swap Cargo in 7 Years

Oil and gas explorer 
Dragon Oil has shipped a car-
go of oil from Turkmenistan to 
a port in northern Iran, appar-
ently resuming a swap scheme 
which the Islamic Repub-
lic halted in 2010. The Rus-
sian-flagged VF Tanker-20 
discharged around 6,000 tons 
of Turkmen origin crude oil at 
a terminal in the Caspian port 
of Neka on August 3, reports 
said (August 12).

Iran, Turkey, Russia Sign 
Oil, Gas Investment Deal

Iran, Russia and Turkey 
have signed (August 9) an 
agreement for joint invest-
ment in oil and gas develop-
ment projects, the Shana news 
agency says. The agreement 
was signed in Moscow (Au-
gust 9) between Iran’s Ghadir 
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investment company, Russia’s 
Zarubezhneft oil and gas in-
termediary and Turkey’s Unit 
International, it said. Shana 
called it the first tripartite 
agreement of partnership and 
investment between Iranian 
and foreign companies, under 
which the parties will set up 
joint ventures to finance proj-
ects in and outside Iran.

Iran Preparing to Award 
$15 bn in New Oil Deals

Iran says it expects to at-
tract as much as $15 billion in 
foreign investments into its oil 
and gas projects before next 
April. The announcement was 
made (August 6) by Gholam-
Reza Manouchehri, the dep-
uty director for development 
and engineering affairs of the 
National Iranian Oil Company 
(NIOC).

South Korea’s SK Inks €1.6 
Billion Iran Refinery Deal

South Korea’s SK En-
gineering and Construction 
Co (SKEC) signed a heads of 
agreement (August 5) for a 1.6 
billion euro upgrade of the Ta-
briz refinery in northwest Iran. 
South Korean National As-
sembly Speaker Chung Sye-
kyun, who was in Tehran to 
attend President Hassan Rou-
hani’s swearing-in, oversaw 
the signing between SKEC, 
Tabriz Oil Refining Company 
and National Iranian Oil En-
gineering and Construction 
Company (NIOEC).  

Shell Closer to Major 
Iranian Oil Awards

Iran says it has received 
proposals from the global en-
ergy giant Royal Dutch Shell 
for the development of two 
major oil fields. Shana – the 
news agency of Iran’s Min-
istry of Petroleum – reported 
that Shell had (August 4) sub-
mitted the results of its feasi-

bility studies over the fields 
– South Azadegan and Yada-
varan - to the National Iranian 
Oil Company (NIOC). 

Shell Submits Proposal 
for 2 Iran Oilfields

Royal Dutch Shell (Au-
gust 2) submitted a proposal 
to the Petroleum Engineering 
and Development Company 
for developing Azadegan and 
Yadavaran oilfields south of 
Iran. Representatives of the 
Anglo-Dutch major report-
edly handed in the develop-
ment plans in a meeting with 
Noureddine Shahnazizadeh, 
chief executive of PEDEC 
and a team of Iranian oil ex-
perts, in a meeting in Tehran 
(August 2).

Iran Raises Estimates for 
Proven Oil, Gas Reserves

Studies conducted by the 
National Iranian South Oil 
Company over the last four 
years show Iran’s recover-
able crude oil reserves have 
increased by 4.4 billion bar-
rels, the managing director of 
NISOC said. “Latest surveys 
on hydrocarbon fields also 
show that the country’s re-
coverable natural gas reserves 
have risen by 283 billion cu-
bic meters, amounting to 34 
trillion cubic meters,” Bijan 
Alipour was also quoted as 
saying by ISNA August 2.

Iran’s Oil Exports to China 
to Reach Record Levels

Speculations are rising 
that Iran’s oil exports to China 
would rise to the highest lev-
els over the past 11 months 
in August. Reuters in a report 
(August 2) highlighted specu-
lations that the rise in Iran’s 
exports to China would follow 
a recent decision by the Islam-
ic Republic to cut the prices 
for its heavy crude oil.

New Pipeline Cuts Iran’s 
Reliance on Turkmen Gas

Iran has inaugurated a 
gas pipeline which officials 
say will dispense with supplies 
from neighboring Turkmeni-
stan to northern Iranian prov-
inces, especially in the winter 
when demand spirals out of 
control. The Damghan-Neka 
pipeline, the last segment of 
a trunkline which feeds gas 
from Iran’s giant South Pars 
field in the Persian Gulf to the 
Mazandaran province in the 
Caspian Sea, was inaugurated 
by Minister of Petroleum Bi-
jan Zangeneh (August 2).

Iran Oil Exports Rise in 
July on Europe Shipments

Iran’s oil exports rose 
by 45,000 barrels per day in 
July compared to the previous 
month, data released by the 
Ministry of Petroleum showed 
(August 1).

Iran, Iraq Reach Deal over 
Kirkuk Pipeline

Iran says it has reached 
an agreement with Iraq to con-
struct a pipeline that would 
export crude oil from the 
northern Iraqi fields of Kirkuk 
via Iran. The announcement 
was made by Iran’s Petroleum 
Minister Bijan Zanganeh af-
ter a meeting with his visiting 
Iraqi counterpart Jabbar al-
Luaibi (July 31).

Gazprom, Iran’s OIEC 
Sign Deal over Oil Fields

Russia’s Gazprom has 
signed a cooperation agree-
ment with an Iranian com-
pany over the development of 
two major oil fields in west-
ern Iran. The agreement was 
signed (July 30) with the Oil 
Industries’ Engineering and 
Construction (OIEC). The tar-
get oil fields would be Azar 
and Changuleh, Iran’s most re-

cent discoveries located in the 
western province of Lorestan.  

Shell Wants to Sell Iranian 
Jet Fuel in Persian Gulf

Royal Dutch Shell is in-
terested in selling Iran’s jet 
fuel in international markets, 
the National Iranian Oil Prod-
ucts Distribution Company 
(NIOPDC) has said (July 25). 
The company has held nego-
tiations with Iranian officials, 
NIOPDC Managing Director 
Mansour Riahi said, adding if 
the talks yield positive results, 
Shell will be able to supply 
fuel not only at the Imam Kho-
meini International Airport 
(IKIA) but also in other areas.

Eni Says Not Competing 
with Total in Iran

Italy’s Eni is keeping 
its foot on the ground in Iran 
after major rival Total’s sign-
ing of a $5 billion gas deal 
with the National Iranian Oil 
Company (NIOC) earlier this 
month. Eni CEO Claudio Des-
calzi says his company is not 
in a competition for presence 
in the Islamic Republic, hav-
ing already clinched deals to 
develop the country’s Dark-
hovin oil and Kish gas fields. 
“We are happy that Total is in 
Iran. We are not competing to 
be the number one,” national 
daily business newspaper Italy 
Europe 24 quoted him as say-
ing (July 22).

 
Venezuela Replaces Iran as 

India’s Key Oil Supplier

The latest shipping fig-
ures show India’s purchases 
of crude oil from Iran in June 
dropped drastically but in-
stead increased significantly 
from Venezuela as well as Iraq 
and Egypt. Figures released 
by Reuters (July 21) showed 
imports by India’s Essar refin-
er from Iran in June stood at 
122,000 barrels per day (bpd), 
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down 32 percent from May 
when purchases were an aver-
age of 180,000 bpd. 

Russians Set Record with 
Iran Oil Deal

The National Iranian 
South Oil Company (NISOC) 
and Russia’s Zarubezhneft 
have signed a memorandum 
of understanding to develop 
two oil fields in southwest 
Iran. The agreement signed 
in Tehran (July 18) allows the 
state-run Russian company to 
conduct technical surveys on 
Shadegan and Rag Sefid fields 
in Khuzestan Province.

Iran Eying 10 Oil, Gas 
Deals by March

The government hopes 
to sign 10 major oil and gas 
deals by the end of its fiscal 
year (March 20, 2018) after 
concluding a landmark deal 
with French energy firm Total 
to develop a gas project in the 
Persian Gulf. “We are keen to 
accelerate the development of 
Iran’s petroleum industry and 
plan to sign 10 more deals 
by the yearend,” Gholamreza 
Manouchehri, deputy chief of 
the National Iranian Oil Com-
pany, said in a news confer-
ence (July 16).

Iran’s IDRO Plans to 
Develop Major Oil Field

Iran’s IDRO Group says 
it plans to develop the Susang-
erd oil field in the country’s 
southwest in partnership with 
a reputable international com-
pany. IDRO received a permit 
from the Ministry of Petro-
leum for carrying out studies 
on the field in May, its Manag-
ing Director Mansour Moaz-
zami told Fars news agency 
(July 15).

Japanese, Korean Firms to 
Fund Siraf Refineries

A consortium of South 
Korean and Japanese compa-
nies has signed agreements to 
fund and implement a chain of 
condensate refining projects 
in southern Iran – a project 
known as the Octopus of the 
Persian Gulf. The agreements 
were signed between South 
Korea’s Daelim and Hyundai 
as well as Japan’s Chioda – all 
partners in the project to con-
struct Siraf refineries in Iran’s 
southern province of Bushehr 
(July 14).

Intl. Firms Negotiate 
$200 bn Worth of Oil Deals 

with Iran

Asian and European 
companies are negotiating 
participation in Iran’s oil and 
gas development projects 
which need $200 billion worth 
of investment, according to 
Minister of Petroleum Bijan 
Zangeneh (July 12). Iran looks 
to absorb 65% to 70% of this 
sum from abroad, the minister 
told Iran’s Parliament where 
he was to answer questions 
about a $5 billion gas deal 
signed with French giant Total 
earlier this month.

Iran Says Europe Not on 
Agenda of Gas Exports

Iran says it has removed 
an old plan to export natu-
ral gas to Europe and is in-
stead focusing on exports 
to its neighbors as well as 
India. Amirhossein Zamani-
nia, Iran’s deputy minister of 
petroleum for trade and in-
ternational affairs, said (July 
7) Europe’s gas market was 
already saturated with exces-
sive supplies and had thus lost 
its priority in Iran’s gas export 
plans. 

Total Seals Iran’s Biggest 
Gas Deal in Years

French energy giant Total 
signed (July 3) a multi-billion-

dollar gas deal with Iran, the 
first by a foreign firm in more 
than a decade. Based on the 
deal, Total would invest an 
initial $1 billion in the devel-
opment of Phase 11 of South 
Pars offshore gas field.

Iranian Gas Boosts Iraq in 
Saudi Market War

Iran’s exports of gas 
to Iraq which began in July 
are set to free up more oil for 
exports by the Arab coun-
try, clipping Saudi Arabia’s 
wings further in its bid to re-
tain markets. Iraq along with 
Saudi Arabia jumped on the 
occasion from the West’s un-
precedented sanctions on the 
Islamic Republic in 2011 to 
ramp up their oil production 
in the absence of the Islamic 
Republic.

Iran to Sign Deal with Eni 
over Kish, Darkhovin

Iran’s media are re-
porting that Italy’s oil and 
gas giant Eni is preparing 
to sign a basic agreement to 
study two Iranian oil and gas 
fields. Iran’s English-language 
newspaper The Financial Tri-
bune reported that the agree-
ment – a memorandum of un-
derstanding – would be signed 
between Eni and the National 
Iranian Oil Company (NIOC) 
on June 19. 

Iran Sees Strategic Gains 
in Total Deal

As Iran is preparing to 
sign a much-delayed deal with 
the French energy giant Total 
over the development of a ma-
jor gas project, indications are 
growing that Tehran is already 
looking at the political mes-
sages that the deal could send 
to the world. The Persian-
language newspaper Jahan-e 
Eqtesad in a report (June 18) 
said the cooperation between 
Iran and Total over the de-

velopment of Phase 11 of the 
country’s huge South Pars gas 
field would act as “a solid seal 
of approval” for other interna-
tional companies that they can 
also set foot in Iran’s energy 
projects without fears of any 
punitive measures. 

Iran Still World’s Biggest 
Natural Gas Player

A new report (June 16) 
shows Iran still has the world’s 
largest reserves of natural gas 
and is closely followed by 
market rivals Russia and then 
Qatar. The global energy giant 
British Petroleum (BP) in its 
annual report on world energy 
reserves put Iran’s natural gas 
reserves at 33.5 trillion cubic 
meters (tcm).  

Iran New Refinery’s 1st 
Fuel Batch Ready

Iran says the first con-
signment of high-quality 
gasoline produced from its 
newly-launched Persian Gulf 
Start Refinery is ready for na-
tionwide distribution. Abbas 
Kazemi, the managing direc-
tor of the National Iranian Oil 
Products Refining and Distri-
bution Company (NIORDC), 
was quoted by media as say-
ing that the consignment 
comprised 21 million liters of 
gasoline (August 14)

Iran Reclaims Ground 
Lost to Saudis in Europe

Iran’s hard-fought mis-
sion to recoup its oil market 
share in the West is almost 
complete after exports in May 
came within a whisker of pre-
sanction levels. Exports to 
Europe in the month surged 
to their highest level since the 
lifting of sanctions in early 
2016 to 1.1 million barrels per 
day (bpd), Reuters news agen-
cy reported, citing sources fa-
miliar with Iran’s oil exports 
(June 10).  
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Iran’s Yazd City Inscribed 
on World Heritage List
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The historical city of Yazd in cen-
tral Iran has become the coun-
try’s 22nd world heritage site after 

the World Heritage Committee voted in 
favor of its inscription (July 9) during 
the committee’s 41st session in Krakow, 
Poland.

Almost 200 hectares of the city’s 
2,270-hectare historical texture now 
boast world heritage status.

Yazd is now the only UNESCO-list-
ed Iranian city where people still live. It 
is also believed to be the world’s largest 
inhabited adobe city.

Registering the site on the coveted 
list was a tougher task than Iranian of-
ficials had hoped. The ancient city’s dos-
sier was supposed to be considered for 
inscription last year but was deemed in-
complete by UNESCO’s assessors who 
gave Iran a long list of shortcomings that 
had to be redressed to improve the city’s 
chances of inscription on the coveted list.

Cultural heritage authorities have 
envisioned a buffer zone of around 
665.93 hectares for the designated area.

Yazd is home to UNESCO-listed 
ancient Persian qanats as well as Dolat 
Abad Garden, which is one of nine Ira-
nian gardens inscribed collectively on 
the World Heritage List as “the Persian 
Gardens”.

The city is known for its adobe 
architecture, Zoroastrian fire temples 
and tall structures known as badgirs, or 
wind-catchers, which in ancient times 
functioned as natural ventilation in large 
buildings.

One of the key measures that Iran 
had been told to take was “extending the 
buffer zone in the area of Dolatabad Gar-
den to provide improved protection of its 
setting from the impacts of future devel-
opment”.

This is a common problem fac-
ing historical and cultural sites in Iran, 
whose buffer zones are either too small 
or otherwise ignored by city officials, 
thanks to lax laws.

Mohammad Hassan Talebian, depu-
ty for cultural heritage at Iran’s Cultural 
Heritage, Handicrafts and Tourism Orga-
nization, has said that the organization 
had addressed all the issues outlined by 
UNESCO.

With 22 world heritage sites, Iran is 
ranked first in the Middle East and elev-
enth worldwide.

Iran’s UNESCO-listed cities, such 

as Shahr-e-Soukhteh (Burned City), are 
all uninhabited, which would make Yazd 
the first city on the coveted list inhabited 
by a large population.

As of May 19, Iran has listed 10 
sites on UNESCO’s tentative list of 
world heritage sites this year, which are 
up for inscription within five to 10 years.

Yazd Inscription on UNESCO List 
Will Add to its Allure

The inscription of Yazd on the 
UNESCO World Heritage List will pave 
the way for inscribing other historical 
and adobe cities in the country.

Talebian said preparing the dossier 
for Yazd would not have been possible 
without the coordinated effort of authori-
ties and activists.

Yazd is home to 
UNESCO-listed ancient 
Persian qanats as well 
as Dolat Abad Garden, 

which is one of nine 
Iranian gardens inscribed 
collectively on the World 

Heritage List as “the 
Persian Gardens”.

“We prioritized Yazd’s inscription 
on the list and managed to prepare its 
dossier in time to submit to UNESCO 
last year,” he was quoted as saying.

Last October, experts from the 
France-based International Center for 
Earthen Architecture, CRAterre, trav-
eled to Yazd to help officials compile the 
dossiers for the city’s inscription on the 
World Heritage List and help monitor 
and preserve its historical texture.

Restoring Yazd’s historical texture 
will no doubt help the city’s growth and 
dynamism–important factors in the eyes 
of UNESCO members.

Talebian said Yazd’s inscription on 
the coveted list will have a significant 
impact on the city’s tourism industry, as 
it will add a certain allure to its historical, 
religious and cultural attractions.

More about Yazd

Yazd is the capital of Yazd Prov-
ince, Iran. The city is located 270 km 
(170 mi) southeast of Isfahan.

Because of generations of adapta-
tions to its desert surroundings, Yazd has 
a unique Persian architecture. It is nick-
named the “City of Windcatchers” from 
its many examples. It is also very well 
known for its Zoroastrian fire temples, 
ab anbars, qanats, yakhchals, Persian 
handicrafts, handwoven cloth, silk weav-
ing, Persian Cotton Candy, and its time-
honored confectioneries.

Yazd has a history of over 5,000 
years, dating back to the time of the 
Median Empire, when it was known as 
Ysatis or Issatis. The present city name, 
however, is derived from Yazdegerd I, 
a Sassanid ruler of Persia. The city was 
definitely a Zoroastrian center during 
Sassanid times. After the Arab conquest 
of Iran, many Zoroastrians migrated to 
Yazd from neighboring provinces. By 
paying a levy, Yazd was allowed to re-
main Zoroastrian even after its conquest.

Always known for the quality of 
its silk and carpets, Yazd today is one 
of Iran’s industrial centers for textiles. 
There is also a considerable ceramics 
and construction materials industry and 
unique confectionery and jewelry indus-
tries. A significant portion of the popula-
tion is also employed in other industries 
including agriculture, dairy, metal works, 
and machine manufacturing. There are 
a number of companies involved in the 
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growing information technology indus-
try, mainly manufacturing primary ma-
terials such as cables and connectors. 
Currently Yazd is the home of the largest 
manufacturer of fiber optics in Iran.

In 2000 the Yazd Water Museum 
opened; it features exhibits of water stor-
age vessels and historical technologies 
related to water.

Yazd has expanded its industrial 
fields since the 1980s. With at least three 
main industrial areas each containing 
over 70 different factories, Yazd has be-
come one of the most technologically ad-
vanced cities of Iran. The most famous 
corporations include Yazd Steel, Shimi 
Plastic of Yazd, and Yazd Polymer.

Iranian Properties Inscribed on 
the World Heritage List 

The following are the Iranian prop-
erties inscribed on the World Heritage 
List:

Cultural (21) 
 Armenian Monastic Ensembles of 

Iran (2008) 
 Bam and its Cultural Landscape 

(2004) 
 Bisotun (2006) 
 The Cultural Landscape of May-

mand (2015) 
 Golestan Palace (2013) 
 Gonbad-e Qābus (2012) 
 The Historical City of Yazd (2017) 
 Masjed-e Jāmé of Isfahan (2012) 
 Meidan-e Emam, Isfahan (1979) 
 Pasargadae (2004) 
 Persepolis (1979) 
 Shahr-e-Soukhteh (2014) 
 Sheikh Safi al-din Khānegāh and 

Shrine Ensemble in Ardebil (2010) 
 Shushtar Historical Hydraulic 

System (2009) 
 Soltaniyeh (2005) 
 Susa (2015) 
 Tabriz Historical Bazaar Complex 

(2010) 
 Takht-e Soleyman (2003) 
 Tchogha Zanbil (1979) 

 The Persian Garden (2011) 
 The Persian Qanat (2016) 

Natural (1) 
 Lut Desert (2016) 

Properties Submitted on the Ten-
tative List (57) 

A Tentative List is an inventory of 
those properties which each State Party 
intends to consider for nomination. 

 Jame’ (Congregational) Mosque of 
Isfahan (1997) 
 The Historical ensemble of Qasr-e 

Shirin (1997) 
 Firuzabad Ensemble (1997) 
 Shush (1997) 
 Nasqsh-e Rostam and Naqsh-e Ra-

jab (1997) 
 Tape Sialk (1997) 
 The Ensemble of Historical Sassa-

nid Cities in Fars Province (Bishab-
pur, Firouzabad, Sarvestan) (2007) 
 Taq-e Bostan (2007) 
 Kuh-e Khuaja (2007) 
 Persepolis and other relevant 

buildings (2007) 
 The Historical–Cultural Axis of 

Fin, Sialk, Kashan (2007) 

Yazd is now the only 
UNESCO-listed Iranian 

city where people still 
live. It is also believed 

to be the world’s largest 
inhabited adobe city.
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 The Historical Ensemble of Qasr-e 
Shirin (2007) 
 The Historical Monument of Kan-

gavar (2007) 
 The Historical city of Yazd (2007) 
 The Historical City of Maybod 

(2007) 
 The Historical Port of Siraf (2007) 
 Bazaar of Qaisariye in Laar (2007) 
 The Historical Village of Abyaneh 

(2007) 
 Bastam and Kharghan (2007) 
 The Historical Texture of Damghan 

(2007) 
 The Cultural-Natural Landscape 

of Ramsar (2007) 
 Kaboud Mosque (2007) 
 Tous Cultural Landscape (2007) 
 The Historical City of Masouleh 

(2007) 
 The Complex of Izadkhast (2007) 
 The Cultural Landscape of Alam-

out (2007) 
 Zozan (2007) 
 Khorramabad Valley (2007) 
 Jiroft (2007) 
 Ghaznavi- Seljukian Axis in Kho-

rasan (2007) 
 The Cultural Landscape of Uram-

anat (2007) 
 Hyrcanian Forest (Caspian Forest) 

(2007) 
 Qeshm Island (2007) 
 Arasbaran Protected Area (2007) 
 Sabalan (2007) 
 Khabr National Park and Ruchun 

Wildlife Refuge (2007) 
 Alisadr Cave (2007) 
 Silk Route (Also as Silk Road) 

(2008) 
 The Natural-Historical Landscape 

of Izeh (2008) 
 The Zandiyeh Ensemble of Fars 

Province (2008) 
 Kerman Historical-Cultural Struc-

ture (2008) 
 Hegmataneh (2008) 
 The Collection of Historical 

Bridges (2008) 
 Touran Biosphere Reserve (2008) 
 Hamoun Lake (2008) 
 Harra Protected Area (2008) 
 Damavand (2008) 
 Asbads (windmill) of Iran (2017) 
 The Natural-Historical Complex / 

Cave of Karaftoo (2017) 
 Imam Reza Holy Complex (2017) 
 The Industrial Heritage of Iranian 

Railway (2017) 
 The Industrial Heritage of textile 

in the central Plateau of Iran (2017) 
 Persian Caravanserai (2017) 
 Salt Domes of Iran (2017) 
 The Great Wall of Gorgan (2017) 
 The Persian House in Central pla-

teau of Iran (2017) 
 University of Tehran (2017)  

World Heritage List Nominations
Only countries that have signed the 

World Heritage Convention, pledging to 
protect their natural and cultural heritage, 
can submit nomination proposals for 
properties on their territory to be consid-
ered for inclusion in UNESCO’s World 
Heritage List. 

Nomination Process

1. Tentative List
The first step a country must take is 

to make an ‘inventory’ of its important 
natural and cultural heritage sites located 
within its boundaries. This ‘inventory’ 
is known as the Tentative List, and pro-
vides a forecast of the properties that a 
State Party may decide to submit for 
inscription in the next five to ten years 
and which may be updated at any time. 
It is an important step since the World 
Heritage Committee cannot consider a 
nomination for inscription on the World 
Heritage List unless the property has al-
ready been included on the State Party’s 
Tentative List.

2. The Nomination File
By preparing a Tentative List and 

selecting sites from it, a State Party can 
plan when to present a nomination file. 
The World Heritage Centre offers ad-
vice and assistance to the State Party in 
preparing this file, which needs to be as 
exhaustive as possible, making sure the 
necessary documentation and maps are 

Yazd has a history of 
over 5,000 years, 

dating back to the time 
of the Median Empire, 
when it was known as 

Ysatis or Issatis. 

It is 110 years since we launched the 
zero phase of the establishment of a 
modern government and presence of 

our society in the modern world through 
the Constitutional Revolution. However, 
the government in Iran – before and after 
the 1979 Islamic Revolution – has been 
and still is far away from the realization 
of modern government and our society 
is still engulfed in the transitional period 
confusion. We have taken steps forward, 
but we are still away from the desired 
point. Neither the dominant color of our 
government is that of a modern govern-
ment nor is the dominant disposition of 
our society that of a modern society.

And unfortunately, during the same 
period that we did not know what we 
would like to be, wrongly we planned for 
development; wrong because if we did 
not do anything we would probably take 
the same path, but in the meantime and 
in the name of development planning, we 

have depleted, evaporated and wasted a 
great part of our natural resources, in-
cluding mines, oil, water and forests; yet 
we have lingered in the pre-development 
period. In one sentence: We are still in the 
phase zero of development while our re-
sources are diminishing. 

We have explored all the directions 
that we expected to take us to develop-
ment. We developed routes and roads 
of the country, built railroads, provided 
electricity, constructed many dams, 
brought in modern education, provided 
villages with universities, imported the 
assembly industry, stressed substitution 
of exports and encouraged and supported 
domestic industries, supported statism, 
then turned to privatization, interfered in 
prices, established quotas, granted subsi-
dies and then practiced expanded liberal-
ization. We encouraged exports, limited 
imports and then again moved towards 
open economy, but the more we did the 
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We Encouraged Exports, 
Limited Imports and 
Then Again Moved 

Towards Open Economy; 
This Only Destroyed 

Our Resources 
More and More
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less change were made and only our re-
sources were destroyed more and more.

At what point did we make the mis-
take? We do not know who, what group 
or what institute was the main culprit, but 
whatever the result, it has shown that we 
have not trained powerful people who 
could precede the process of development 
in the country. During all these years, we 
have been faced with the serious shortage 
of strong human resources; even when we 
registered the highest admission of uni-
versity students in the world. We thought 
if we had a large number of universities, 
our problem of human resources would 
be solved, therefore we irregularly repro-
duced our universities.

As we established the modern 
educational system in bulk everywhere 
70 years ago and thought that as soon 
as the children come out of the old-
fashioned primary schools and sit behind 
their desks and have their own books it is 
sufficient for raising modern and capable 
people for the realization of development, 
today we are administering our schools 
the same way. 

Our mistake over that period was 
that we concentrated on the develop-
ment of our children’s memory rather 
than development of their personality. 
For 70 years, we mechanically developed 
a memory-oriented educational system 
while powerful people and those creat-
ing development are educated when a 
relation-oriented educational system is 
established. In this period, we managed 
to mass-produce people with high-level 
scientific capabilities, but with very low 
social and communicative capabilities. 
We borrowed this educational system like 
other things from the West and assembled 
it here.

Although the West has realized its 
mistakes in this field in the past two de-
cades and has taken measures to trans-
form its children’s educational system, 
this memory-oriented educational system 
had proven effective in the West. Because 
prior to that during two centuries of evo-
lution and intellectual movement in the 
West, the Western family’s intellectual 
and behavioral system had been trans-
formed and the necessary grounds had 
been created in the family for bringing 
up children with strong communicative 
abilities and consistent personal charac-
ters. Therefore, although the school was 
educational- and memory-oriented, this 

issue did not prompt destruction of chil-
dren’s personality.

We also moved in on the same path 
but we forgot that in Iran the family does 
not have a background of 200 years of 
intellectual transformation behind itself; 
therefore, it does not sow the initial seeds 
of development-seeking capabilities in 
the mind and language of the children. 
Therefore, we could not pin any hope 
on the family and whatever we had to 
do was in the school; but unfortunately, 
our schools had been turned into factories 
for the mechanical production of literate 
people with strong memory and mental 
powers. 

What was neglected during these 70 
years, was the personality of children we 
were expecting to be capable of creating 
development in their adulthood while we 
had not given such capabilities to them 
in their childhood. However, this was not 
our only huge mistake. We also commit-
ted another mistake and that was elimi-
nation of half of our country’s population 
from active and timely presence in the 
development process. On the basis of an 
absolutely wrong policy, no official sta-
tistics are collected or published on the 
ethnic groups’ and languages’ population 
in our country. But, according to different 
estimates, the non-Persian speaking Ira-
nian ethnic groups comprise between 42 
to 49 percent of the country’s population.

In the past 70 years, we have forced 
children of almost half of the country’s 
population. i.e. non-Persian speaking 

ethnic groups, to learn the Persian lan-
guage from the first year of the primary 
school and receive education in Persian 
language. 

The zero phase of development is 
shaped during childhood, in school and 
pre-school in every country. Whatever 
we seek for the future of our country, 
we should plant its seed at such ages. By 
teaching the Persian language to the chil-
dren whose mother tongue is not Persian, 
we entrap them in a several year stand-
still in the process of their socialization 
in the most sensitive years of their lives. 
The high percentage of students who fail 
in the first and second years of primary 
school in bilingual provinces, confirms 
this problem exists.

The non-Persian speaking Iranian 
children finally get along with the Persian 
language and learn it when they have lost 
their childhood years.

These ages are the most determining 
period for learning and practicing charac-
teristics that would be required later for 
their effective and continuous presence in 
the process of development creation. 

We did not pay attention to the point 
that mother tongue is not merely the lan-
guage of speaking, but also that of emo-
tion, feelings and the language of the in-
dividual’s life. The mother tongue is the 
inner language of human beings and the 
thinking process initially happens in the 
inner language of every individual and 
then it is translated into the spoken lan-
guage. Studies have shown that in these 

We Have No Alternative 
But to Respect the 

Natural Existence of 
All Iranian Ethnic 

Groups and Recognize 
Their Language

population groups, if the bilinguals had 
learnt the mother tongue well, their brain 
would have had more capability in pro-
cessing the emotional information and in 
the area of semantic conception.

In fact, by not teaching the mother 
tongue, and instead teaching the Persian 
language to the children whose mother 
tongue is not Persian, we knock off com-
pletion of their inner tongue and their 
thinking tongue during their childhood 
and, they finally can think and speak in 
the new language

by tolerating great mental and emo-
tional pressures and with some years of 
delay; but what has been lost in between, 
is the opportunity for completing their ed-
ucational and personal dimensions which 
shapes their communicative and develop-
ment creating abilities.

The important point is that language 
is a catalytic phenomenon or system; that 
is, a phenomenon that has been created 
and evolved naturally and in the absence 
of human being’s intervention and has 
reached a spontaneous discipline.

In the catalytic phenomena, first we 
learn their use and application, and then 
analyze and identify their components. 
If a language is a catalytic phenomenon; 
then first we should use it and maximize 
the capacity of its use and then go to learn 
and analyze it. 

When we take the children out of 
their mother tongue atmosphere and take 
them into the environment of learning 
Persian language, they have not reached 

the flourishing point in the catalytic learn-
ing process of  the mother tongues, that is 
to say the maximum point of speech and 
perception power; to be precise that part 
of the emotions and feelings which should 
be absolutely evolved with the help of 
mother tongue will not take shape; there-
fore in practice the growth trend of the 
mother tongue speech power in the child 
will stop somewhere and thus the inner 
language of the child which is the same 
language of his/her thinking, will not 
reach its maximum capacity. Then while 
bearing years of immense hardships, 
these children should first learn the Per-
sian language and after that strengthen in 
themselves the ability of thinking in Per-
sian. This is the same treatment that we 
have meted out to the non-Persian speak-
ing children of the Iranian ethnic groups 
for the past 70 years and put them in an 
unequal position with the Persian speak-
ers in the competitions for seizing social 
and economic opportunities.

In fact, with this method of teaching 
the Persian language, we slow down or 

stop the process of mental and personal 
evolution of about half of the country’s 
population for several years and confine 
their opportunities and thus reduce the 
public opportunities in the development 
process of provinces with non-Persian 
speaking population. 

Perhaps part of the development gap 
and imbalance that exists between central 
provinces and border provinces is due to 
this same issue; that is to say although 
proper budgets have been allocated to the 
development of some deprived provinces 
in the past, those provinces have contin-
ued to remain deprived.

In fact, it might actually be possible 
that by teaching the Persian language to 
the children of bilingual provinces, we 
cause a several-year delay in the process 
of shaping the personality and capability 
of the children in those regions and this 
could be a prelude to the unjust distribu-
tion of opportunities among the resourc-
es. In addition to all other political, so-
cial and cultural behaviors, this teaching 
method practice has been a failure that we 
had adopted in the past 70 years.

Mother tongue is like native archi-
tecture. Is it justifiable that we destroy all 
rural homes or indigenous buildings of 
different regions and historical cities of 
the country just because their architecture 
is not similar to that of Tehran? If not, 
then why do we treat the mother tongue 
of the ethnic groups, which is the civili-
zational heritage and part of the wealth of 
every society, like this? What a contradic-
tion that on the one hand we spend a huge 
capital for the preservation of the histori-
cal inscriptions and monuments and on 
the other spend a huge money for con-
fining the live mother tongue of the non-
Persian speaking Iranian ethnic groups?

In general, the present educational 
system in Iran, with the start of the edu-
cation from the first year of the primary 
school and negligence in nurturing ex-
istential dimension of the children- in a 
period when their human biological ca-
pabilities and development-seeking per-
sonality are blossoming and taking shape 
and their communicative capabilities are 
being strengthened and their social intel-
ligence evolved- involves them in learn-
ing things that they do not need to learn 
at that time and depletes and destroys all 
their energy and capacities in this way 
and after going through a 12-year educa-
tional course, finally delivers to us young 

C i v i l i z a t i o n
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people filled with scientific information 
but devoid of the communicative skills 
needed for a rich and satisfactory human 
life. Unfortunately, this process is much 
tougher for the children of non-Persian 
speaking Iranian ethnic groups.

These children are suddenly faced 
with three strong stressful and tense bio-
logical and social waves in their lives at 
the ages when they have the last chance 
for human existential, personality and 
behavioral evolution: first, the stress of 
going to school and presence in a large 
community outside the family; second the 
stress resulting from learning a language 
other than their mother tongue of which 
they have no previous experience; and 
third receiving formal scientific educa-
tional courses. That is to say, the children 
have to both enter a larger community and 
learn a language other than their mother 
tongue (Persian) and acquire knowledge. 
Are we aware in what position we put the 
children of our homeland by practicing 
this method and what damage we inflict 
on their existential, biological and social 
capacities?

Disconnecting the application of 
mother tongue means disconnecting the 
emotional relationship of children with 
their environment, confining their capabil-
ities in expressing their emotions and feel-
ings and halting their evolutionary process 
in receiving concepts and perception. 

The compulsory education of chil-
dren in a language other than their moth-
er tongue will result in disconnection 
of mother-child relationship in the area 
of education and in practice puts aside 
mothers in children’s evolutionary pro-
cess of the production of concepts and 
perceptions.

A lot of time will be wasted, great 
opportunities lost and heavy mental and 
emotional costs sustained on these chil-
dren in order for them to regain them-
selves and bring their evolutionary 
process of producing concepts and per-
ceptions to the creation stage. Language 
is the evolutionary tool for our under-
standing. Language discontinuity creates 
a type of discontinuity in the evolutionary 
process of thinking in children.

In order to give a real shape to the 
development process in all the regions of 
the country, we have no alternative but 
to respect the natural existence of all the 
Iranian ethnic groups and recognize their 
language.  

C i v i l i z a t i o n

included. The nomination is submitted to 
the World Heritage Centre for review and 
to check it is complete. Once a nomina-
tion file is complete the World Heritage 
Centre sends it to the appropriate Advi-
sory Bodies for evaluation.

3. The Advisory Bodies
A nominated property is indepen-

dently evaluated by two Advisory Bod-
ies mandated by the World Heritage 
Convention: the International Council 
on Monuments and Sites (ICOMOS) and 
the International Union for Conservation 
of Nature (IUCN), which respectively 
provide the World Heritage Committee 
with evaluations of the cultural and natu-
ral sites nominated. The third Advisory 
Body is the International Centre for the 
Study of the Preservation and Restora-
tion of Cultural Property (ICCROM), an 
intergovernmental organization which 
provides the Committee with expert ad-
vice on conservation of cultural sites, as 
well as on training activities.

4. The World Heritage Committee
Once a site has been nominated 

and evaluated, it is up to the intergov-
ernmental World Heritage Committee to 
make the final decision on its inscription. 
Once a year, the Committee meets to de-
cide which sites will be inscribed on the 
World Heritage List. It can also defer its 
decision and request further information 
on sites from the States Parties.

5. The Criteria for Selection
To be included on the World Heri-

tage List, sites must be of outstanding 
universal value and meet at least one out 
of ten selection criteria. These criteria are 
explained in the Operational Guidelines 
for the Implementation of the World Her-
itage Convention which, besides the text 
of the Convention, is the main working 
tool on World Heritage. The criteria are 
regularly revised by the Committee to re-
flect the evolution of the World Heritage 
concept itself.

Until the end of 2004, World Heri-
tage sites were selected on the basis of 
six cultural and four natural criteria. With 
the adoption of the revised Operational 
Guidelines, only one set of ten criteria 
exists.  
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Middle East’s first and the world’s 
fourth mini-world park, a 
tourist attraction that features 

miniature buildings and monuments 
of various parts of the world, is being 
constructed in Malayer, in western Iran.

The theme park contains about 138 
reproductions of some of the most fa-
mous national and international histori-
cal buildings and tourist attraction sites 
in the world squeezed into a 48-hectare 
piece of land, said Malayer Mayor Ali-
reza Emami.

The theme park includes 102 
national and 36 international historical 
buildings. The reproductions will be 10 
times smaller than the original ones. 

Among the foreign architectural 
monuments and buildings due to be re-
produced in the miniature park are the 
Eiffel Tower in Paris, the Egyptian pyra-
mids, India’s Taj Mahal and the Leaning 
Tower of Pisa in Italy.

The Iranian historical buildings, 
structures and sites to be reproduced in 
the park also include Si-o-se Pol (Bridge 
of Thirty-Three Arches), Imam Square 
(both in the historical city of Isfahan), 
Persepolis, the Tomb of Hafez (both lo-
cated in the southwestern Iranian prov-

ince of Fars), Azadi Tower (in Tehran), 
the Tombs of Baba Taher and Avicenna 
(both in Hamadan Province). 

The park has no counterpart in Iran 
and the Middle East. The other world 
miniature parks, however, include ‘Tobu 
World Square’ in Japan, the ‘Mini-
Europe’ miniature park in Belgium, 
and ‘The Window of the World’ in the 
People’s Republic of China.

Malayer’s Kouhsar Recreation and 

Mideast’s First Mini-World Park 
under Construction in Iran

Tourism Complex will incorporate the 
features used in the design and construc-
tion of the “Mini-Europe” in Brussels, the 
Belgian capital city.

The lake designed in this project is 
the largest artificial lake in the country 
next to Azadi artificial lake, Emami said 
adding, world known falls such as Niaga-
ra Falls are designed to be constructed on 
the wall lake. 

So far, more than 70 percent of the 

welfare facilities of the mini-world proj-
ect (A Window to the World) have been 
completed and about 30 percent of the 
historical monuments and tourist attrac-
tion sites of Iran and the world prepared, 
he said. The mayor added that the remain-
ing structures are being constructed.

He noted that the construction of the 
international project kicked off in 2008 
and some 200 billion rials of credit have 
been predicted for its implementation.

Emami mentioned attraction of 
domestic and foreign tourists, expansion 
of tourism industry, extending tourists’ 
visits from the average four hours to eight 
hours, per capita income of the citizens 
and attraction of foreign capitals as the 
main objectives of implementing this 
project.

Malayer is the second largest city 
of Hamedan Province and has been ap-
proved as the tourism village in the west 
of the country because of having moder-
ate mountainous nature, forests and dense 
and protected jungles and areas as well as 
rich orchards.

It is believed that as a window to the 
world, the theme park will attract more 
travelers to Malayer, which has earned a 
national reputation for its rugs and popu-
lar parks.  
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