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Iran has a new president for the 
next four years. After holding 
the election (June18), the 

president-elect was announced to 
take over for the next four years. 

Experts believe that there is 
a list of opportunities and threats 
on the table of the President-elect. 
The list of opportunities includes 
“lifting the sanctions to eliminate 
external risk”, “the possibility of 
vaccination to control COVID 19” 
and “alliance of state institutions to 
make tough decisions”. 

In contrast, threats on the pres-
ident’s table include “poor macro-
economic indicators”, “closing the 
demographic window”, “declining 
household incomes”, “social secu-
rity and bankrupt pension funds”, 
“end of the period of abundant 
oil revenues” and “environmental 
challenges”. 

The president-elect is now at 
a crucial juncture where he can 
take advantage of the opportunities 
to overcome the threats or fall 
into the trap of everyday life 

Ebrahim Raisi Becomes Iran’s 
New President with 18 Million Votes

without taking advantage of the 
opportunities to re-create the 
conditions for the growing threats 
of the economy. According to 
observers, the first two years of the 
next government are a golden time 
to take advantage of opportunities 
to overcome threats. Private-
sector activists also expect the next 
government to remove the threat 
of “government intervention” to 
create an opportunity to “improve 
the business environment.” 

E l e c t i o n
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But a deeper and more serious 
answer in this regard is that the proponents 
of the policy of directing bank deposits to 
production, known as “directing liquidity 
to production”, implicitly pursue such 
a policy because they think that there 
is a great demand for investment in 

Politicians who pursue the so-
called “liquidity to production” 
policy, given the small size 
and special function of banks’ 

reserves with the Central Bank of Iran 
(CBI) and other assets of the banking 
system, should generally seek to remove 
lending from the banking sector. They 
now have bank credit and transfer it to 
sectors they believe are more productive. 
This group of politicians seems to believe 
that the credit granted by the banking sys-
tem in its current form does not have the 
desired productive capacity and job cre-
ation, and therefore they want to change 
it or, in their own words, are in favor of 
“direct liquidity to production.” These 
politicians claim that the banking system 
allocates more deposits to unproductive 
affairs (known as brokerage) in order to 
make higher profits; While it should di-
rect deposit resources more to the produc-
tive sectors. 

However, such a claim is untrue 
and a large part of the credit granted by 
banks in industry, mining, agriculture, 
electricity, water, gas, transportation and 
road construction, infrastructure and 
municipal services, housing, small and 
medium-sized businesses, the purchase 
of durable goods by the people, technical 
and engineering services, working capital 
of production sectors and the like are 
invested, but if we also assume such a 

Stability, 
Reliability & 
Security
claim is correct, a simple answer in this 
regard is that according to the law, the 
interest-free banking as a depositor’s 
client is obliged to allocate the best 
investment options; Therefore, banks 
are required to use deposits in the most 
profitable options.

production sectors but the sources of 
capital and, the so-called liquidity do not 
reach the investors of those sectors.

There is ample evidence to suggest 
the opposite. In other words, there 
is no serious shortage in the Iranian 
economy in the field of bank deposits 
and consequently capital resources. In 
addition, due to the existence of foreign 
exchange earnings from the sale of oil 
and gas, compared to other countries, Iran 
in terms of access to capital resources 
is in a better condition. Nonetheless, 
demand for productive investments (not 
demand for resources) is very low. One 
of the important signs of this is the trend 
of gross domestic fixed capital formation 
during the last 60 years in the Iranian 
economy.

Investing in productive activities 
is long-term, so it requires stability, re-
liability and security in the macroeco-
nomic and business environments. But 
in recent decades, the macroeconomic 
and business environments in Iran have 

faced chronic instability, uncertainty and 
insecurity. In such cases, the owners of 
the savings, instead of investing their re-
sources in productive activities, enter the 
foreign exchange, coin, real estate, car or 
real and financial assets markets, or take 
their money out of the country to get rid 
of their savings from uncertainty. Keep 
in mind that this phenomenon manifests 
itself in the sharp decline in per capita 
gross fixed capital formation during this 
period. In other words, in the Iranian 
economy, the absorption of savings into 
unproductive activities is not merely a 
productive activity due to trade, but is the 
result of chronic instability, uncertainty 
and insecurity in the macroeconomic and 
business environments. Business, or the 
phenomenon that some refer to as specu-
lation and the like, is itself the result of 
instability, uncertainty, and insecurity in 
the macroeconomic and business envi-
ronments, not the cause or the diversion 
of resources from productive activities. 

Therefore, the policy of directing 
bank deposits to production, known as 
“directing liquidity to production”, will 
not be effective until the great barrier 
of chronic instability, uncertainty and 
insecurity in the macroeconomic and 
business environments is removed from 
production. It may complicate the problem 
and lead to a further waste of resources, 
as it will lead businesses to resort to 
fictitious investments in productive 
sectors as a bait to trap allocated resources 
and as a platform to transfer those 
resources to unproductive activities. It is 
even safe to say that the failure of many 
economic policies adopted in recent 
decades in Iran in relation to production, 
including privatization, is rooted in the 
same chronic instability, uncertainty and 
insecurity in the macroeconomic and 
business environments.

Therefore, a good president for the 
current situation in Iran is someone who 
can minimize the chronic instability, un-
certainty and insecurity in the macroeco-
nomic and business environments in the 
country, and thus increase the real and not 
rent-seeking and cunning desire to invest 
in productive activities. In this way, many 
of the promises and slogans that politi-
cians make during or outside the elections 
will be irrelevant, and the ground will be 
prepared for proper policy-making and 
the government’s focus on matters that 
are its main task. 

E l e c t i o n



IRAN INTERNATIONAL, June 2021, No. 97IRAN INTERNATIONAL, June 2021, No. 978 9

Sina Azodi, an international 
relations researcher at the Atlantic 
Council, says that if the JCPOA 

(the Joint Comprehensive Plan of Action) 
is to be revived, the Saudi and Israeli 
lobbies will try to obstruct it, and that 
the Republican-influenced Congress will 
try to change the US policy toward Iran 
by throwing obstacles in the way of the 
Iran Nuclear Agreement and the lifting 
of sanctions. According to Azodi, if Iran-
US relations improve, China and Russia 
will also suffer, but only in the case of 
the JCPOA both sides believe in its full 
implementation.

According to the expert, the ban on 
oil exports and restricting the overseas 
operations of the Central Bank of Iran 
(CBI) are the most important sanctions 
in the priority of being lifted.  According 
to him, the lifting of these sanctions will 

Ban on Oil 
Export, CBI the 
Most Important 

Sanctions!

fluenced by Republicans; Because now 
the Democratic government is in power. 
In my opinion, the Republican represen-
tatives are trying to change the US policy 
towards Iran and to block the way for the 
JCPOA and the lifting of sanctions, and 
even if negotiations are to take place, it 
will fail; As they did before. An example 
was a letter sent to Iran by members of 
the US Congress during the Obama ad-
ministration stating that Tehran should 
not negotiate with Obama.

What problems might there be 
with other international actors, includ-
ing Europe, Saudi Arabia, Israel, and 
even China and Russia, in lifting the 
sanctions on Iran?

In any case, Saudi Arabia and Israel 
will not like the United States to return 
to the JCPOA. They have said so openly, 
and even the Israeli government calls the 

even make it easier for Iran to withdraw 
its frozen assets, for example in South 
Korea. He says that in the current 
situation, actions such as provocative 
slogans that cannot be implemented but 
are used in the West to say that sanctions 
should remain in place must be avoided.

If Biden wants to return to the 
JCPOA, what problems would he face 
politically inside the United States?

The most important issue in the 
United States is the numerous lobbies of 
Saudi Arabia and Israel that will try hard 
to influence the US foreign policy; They 
did the same thing when the Iran Nuclear 
Agreement was signed. If the JCPOA is 
to be revived, they will try to block its 
progress and implementation. Another 
problem with lifting the sanctions in the 
US is the Congress, which is heavily in-

Inside Iran, 
the important issue is 
that the Parliament is 

in the hands of 
JCPOA opponents.

JCPOA a historic blunder. Saudi Arabia 
will certainly not benefit from improving 
US-Iranian relations. In any case, Europe 
is committed to the JCPOA and wants to 
implement it, but I think the position that 
France has taken towards the nuclear ne-
gotiations has been a tougher one, and it 
has even tried to marginalize the JCPOA.

But in the case of the European 
Union, as the German foreign minister 
has said, there seems to be an interest in 
signing new agreements with Iran. In the 
case of China and Russia, it can be said 
that they are generally committed to the 
JCPOA and are interested in implement-
ing it, but in my opinion, China and Rus-
sia will not benefit from the improvement 
of Iran-US relations; Because now Iran 
needs both Russia and China, and if Iran-
US relations improve, they will suffer. 
But if we talk only about the JCPOA both 
China and Russia believe that the agree-
ment should be fully implemented.

What problems might arise for 
Biden from within Iran to lift the 
sanctions?

Inside Iran, the important issue 

A c h i e v e m e n t
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is that the Parliament is in the hands of 
JCPOA opponents. Just recently, they 
passed a law to increase enrichment to 
20 percent and set to suspend the imple-
mentation of the Additional Protocol, 
which even President Rouhani openly ex-
pressed his opposition. In general, there 
are groups inside and outside Iran that are 
hurt by the improvement of Iran-US rela-
tions and will try to put the brakes on this 
process.

Another issue is that, apart from the 
existence of JCPOA opponents, there is 
generally no buyer for new negotiations 
with Washington, and it requires a 
lot of political capital for the Iranian 
government to want to negotiate with the 
US again. The government has little time 
and much political capital; Because the 
US government has severely damaged 
Iran’s view of negotiations since Trump 
took office.

Given the many problems that ex-
ist in lifting the sanctions and the un-
favorable economic conditions in Iran, 
why should Biden have an incentive to 
return to the JCPOA?

The view held by Obama, and Biden 
is that if Iran wants to expand its nuclear 
program, one of the US allies in the re-
gion, especially Israel, may want to at-
tack Iran to destroy its nuclear facilities; 
Iran would respond and this could result 
in outbreak of a regional war that could 
hurt all sides and jeopardize the interests 
of everyone, including the United States. 
So I think the US government has high 
motivation to stop a regional war. Before 
the JCPOA, many US allies, especially 
Saudi Arabia, called on Obama to attack 
Iran and block its nuclear facilities.

Israel, on the other hand, threatened 
it would not sit idle for Iran to expand 
its nuclear program. So the motivation 
is high. Even at the time of Trump the 
news of which has been released, the ad-
ministration advisers had told him that 
the outcome of an attack on Iran would 
be unclear and no one knows what would 
happen; thus they tried to dissuade Trump 
from attacking. The overall goal of US 
administrations whether Trump or Biden 
is to emerge from the endless wars in the 
Middle East and that they would have to 
remain in the region if they engage in a 
conflict with Iran.

Which sanctions are key and 
important for Iran and should be lifted 

sooner?
They are exactly oil exports and 

the CBI; so that Iran can sell its oil and 
receive its money easily. In my opinion, 
this is the most important issue. As long 
as Iran cannot easily sell its oil to meet 
the foreign exchange needs of the country 
no problem will be solved and nothing is 
as important as that. Sanctions on ship-
ping, steel, etc. are important, but not so 
much that Iran cannot sell its oil legally 
and without disruption and receive its 
money easily. The lifting of these sanc-
tions will even make it easier for Iran to 
withdraw its blocked assets, for example 
in South Korea.

How can Iran pave the way for the 
lifting of sanctions?

One way is to take the negotiations 
seriously and consider that there is not 

much time. They should try to focus 
foreign policy on moving the negotiations 
forward quickly. On the other hand, 
actions that give others an excuse not 
to lift the sanctions should not be taken. 
These measures have a wide range. 
Provocative rhetoric that are just slogans 
and cannot be implemented at all; but in 
the West it is used to say that negotiations 
with Iran will not work, Iran is dangerous 
and sanctions must remain in place. In my 
opinion, any action that opens the hands 
of groups or individuals not to lift the 
sanctions is wrong.

During the course of signing of the 
JCPOA a number of provocative actions 
took place by certain groups, but the right 
decisions of the Rouhani administration 
did not allow the implementation of the 
Iran deal to be disrupted as long as Obama 
was in office. Biden’s victory certainly 
dealt a tactical blow to groups that want 
to put more pressure on Iran, but they 
can regroup, coordinate, and increase 
pressure. So both the Iranian government 
and the US administration need to focus 
on the negotiations and take the necessary 

One way is to take 
the negotiations seriously 
and consider that there is 

not much time.

Normalizing International 
Commercial Relationships
Our globe is experiencing very 

tough conditions because of 
coronavirus pandemic and his 

situation is much more difficult for Iranian 
due to both pandemic and international 
sanctions.

Obviously, as a result of sanctions 
we are not able to interact with the world. 
We are facing with all locked and closed 
doors for money transferring, opening ac-
counts and L/C and all financial activities 
that have been limited our business and 
increased the cost of transactions.

According my knowledge and 
information, as the president of Iran-Italy 
chamber, managers of private sectors in 
Iran and Italy are eagerly prepare to restart 
the commercial relationships regardless 
any political relations and limitations.

But, unfortunately all mechanisms 
and solutions for normalizing the 
commercial relationships are in the hands 
of governments in Iran, USA and Europe.

Therefore, it is very hard to talk for 
me as an economist and industrial activist 

regarding the commercial normalizing 
mechanisms.

In my opinion and as always empha-
sized, in the international relationships the 
fundamental and essential step for interac-
tion is, trust making and transparency. 

So my recommendation for normal-
izing the conditions is as below:

 First of all, it’s necessary for 
European leaders to take a serious step 
and activate the Instex. By operating 
this channel it will be possible to some 
extent to import certain medicines, 
corona vaccines and essential goods.

 Approve of all remaining bills of 
FATF like Palermo and CFT as a 
basic and important step towards 
transparency.

 Unconditional return of 4+1 Coun-
tries (with the US unofficial presence) 
to the negotiating table of (JCPOA) 
and concluding strong agreements that 
doesn’t meet the previous conditions.

 Lifting the sanctions of Iran that 
exceedingly has weakened that Iran’s 

people who have no involvement in 
politics.

 Renew of the previous commercial 
negotiates, MOU’s, ties and 
agreements.

I believe, we (I mean Iranian and 
Italian businessmen) are ready to start 
the commercial relationships without 
wasting any time.

In the meantime, Iran-Italy chamber 
as a trustworthy organization is along 
with all the businessmen and companies 
to reinforce their relationships.

I assure you, we are able to provide 
any kind of commercial information 
and find the right partner for you and 
provide the conditions for face to face 
negotiations in the near future.

Hopefully, the governments of the 
world, will help to normalize relations 
and world peace by making rational 
decisions. 

Continued on Page 38
Ahmad Pourfallah, President of the Iran-Italy Joint 

Chamber of Commerce, Industry and Mines

A c h i e v e m e n t I n t e r n a t i o n a l i z a t i o n
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At the end of the 1390s (2010s) 
and on the eve of the new cen-
tury Iran has not yet answered 

a fundamental question: Why has an 
economy with so much domestic poten-
tials and short-term and long-term plan-
ning over the past half a century, still not 
managed to achieve sustainable develop-
ment? Most importantly, how should we 

look at the economy and the future of de-
velopment in Iran on the eve of the new 
century?

Examining the performance and 
analyzing the trend of macroeconomic 
indicators of the last decade shows that, 
unfortunately, the input and output of this 
fertile land does not comply with what is 
outlined in the 1404 Vision Document as 
Iran’s long-term economic goals. The Vi-
sion Document outlined the position of 
Iran’s economy on the eve of the new cen-
tury, in the region earlier than Turkey and 
the Persian Gulf states, but what have re-
ally happened are their continuous prog-
ress and our regression. Paying attention 
to some macroeconomic indicators can 
give an accurate picture of the situation 
we are in. Iran is the sixth country with 
highest inflation in the world. Out of 186 
countries in the world, only 9 countries 
have double-digit inflation. Unfortunate-
ly, Iran is one of them.

The result of this unbridled inflation 
is evident in people’s livelihoods. The 
inflation situation is not hidden from any 
observer, and one of the effective factors 
is the annual budget deficit, which is not 
hidden from any policymaker. The next 

Century of 
Economics!

Masoud Khansari, 
Chairman of Tehran Chamber of Commerce

indicator is liquidity, which was equal to 
3,540,000 billion rials in 1390 (2011/12) 
and has now exceeded 31,300,000 billion 
rials, which means that liquidity has 
increased more than 9 times during the 
1390s. Increasing liquidity that is not 
commensurate with production and trade 
is detrimental to any economy.

Also, the per capita national income, 
which was equal to 57,600,000 rials in 
1383 (2004/5), has reached 47,400,000 
rials today. Thus, according to a report 
released by the Majlis Research Cen-
ter, during the last decade, 35% of the 
country’s population, that is close to four 
deciles of the population is below the 
poverty line. One of the most important 
indicators of how far behind programs 
we are is economic growth. The index 
was minus 5.4 and minus 6.5 percent, 
respectively in 1397 (2018/19) and 1398 
(2019/20). Iran’s economy has shrunk by 
about 12 percent in two years.

In addition, the weakening of social 
capital and the reduction of the level of 
global interactions has caused a negative 
growth of investment in the country from 
1390 (2011/12) to 1398 (2019/20). This 
downward trend is very worrying because 
today depreciation and lack of investment 
have overtaken the accumulation of 
capital. On the other hand, in the same 
period of time, we have witnessed the 
outflow of 90 billion dollars of capital 
from the country. 

Another important challenge and 
chronic disease the Iranian economy 
has been facing for decades is the issue 
of paying energy subsidies and the 
unrealistic prices of water, electricity, gas, 
etc. During all these years in the Iranian 
economy, all kinds of subsidies, including 
energy subsidies in the form of electricity, 

One important challenge 
and chronic disease the 
Iranian economy has 

been facing for decades 
is the issue of paying 
energy subsidies and 

the unrealistic prices of 
water, electricity, gas, etc. 

Continued on Page 38
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In its final year, the government has 
pursued expansionary policies (as is 
customary in other countries). The 

government’s public resources and ex-
penditures in 1399 (2020/21) was equal 
to 5,710,000 billion rials, which figure 
has increased in the 1400 Budget Bill to 
8,410,000 billion rials (about 50% rise). 
Moreover according to a resolution ad-
opted by the Parliament the figure went as 
high as 12,800,000 billion rials (2.3 times 
bigger). The composition of government 
expenditures shows that 75% is current 
expenditures and the rest is almost evenly 
distributed between construction projects 
and debt repayments. Due to the nature of 
these expenditures, there is the least flex-
ibility to adjust and any non-allocation 
of expenditures means postponing the 
claims of stakeholders and government 
debts. On the resources side, apart from 
the nature of the sources of financing the 

budget deficit, we are facing a serious 
shortage of revenues.

Given the US conditions for lifting 
the sanctions (negotiations with Iran on 
non-nuclear issues) and the complexities 
of this issue, there is no positive outlook 
for lifting the sanctions (especially oil 
sanctions) this year; Therefore, the re-
alization of the sale of 2.23 million bar-
rels of oil seems far from reality. Pub-
lic revenues (taxes and the like) can be 
achieved within the government’s fore-
cast (in other words, the figures added by 
the Parliament will not be realized). The 
sale of bonds will almost certainly take 
place because the buyers are contrac-
tors who have no choice but to buy the 
bonds due to years long claims, but the 
sale of the property will not be possible 
as in previous years due to lack of neces-
sary infrastructure; Therefore, due to the 
government’s budget reliance on unsus-

tainable resources, inaccurate forecasts 
and consequently lack of resources, the 
allocation of funds for various purposes 
is disrupted and in addition to continuing 
structural budget problems such as non-
completion of development projects and 
accumulation of public sector debt, trade 
union protests (retirees, teachers, etc.) 
will also continue.

Withdrawal from Central Bank of 
Iran (CBI) resources will be a viable op-
tion if the government, in accordance 
with the routine of previous years, allo-
cates credit for various purposes beyond 
the realized resources; As a result, infla-
tion is expected to be even higher than 
last year. But more importantly, with this 
highly expansionary budget, it will be 
difficult to maintain financial discipline 
and control inflation in the years to come. 
In the long run (the last 4 decades), the 
country’s economic growth has averaged 

close to one percent and the average in-
flation rate has been around 19 percent. 
The country’s annual economic growth in 
the last 10 years has been close to zero 
on average and the average inflation rate 
has been around 20% (World Bank sta-
tistics). Assuming the inflation rate is at 
least equal to that of 1399 for this year, 
in the last four years, on average, about 
one third of the purchasing power of the 
people has been lost every year; Thus, the 
economic well-being of the people has 
drastically decreased.

If we add the high unemployment 
rate (more than twice the global rate), es-
pecially among the youth, to the above in-
dicators the country’s economy will be in 
a very critical situation. With short-term 
decisions and the inability to take correc-
tive action, along with the features of this 
year, namely the change of government 
and the new Parliament, there is little 
hope of resolving the problems this year; 
But perhaps the future government, with 
realism and taking the right decisions, 
will be able to solve at least one of the 
two chronic problems of low economic 
growth and high inflation. In the follow-
ing, we will briefly show which problem 
is more realistic and easier to solve. It is 
not bad to first look at the different nature 
of the two variables of economic growth 
and inflation and the experience of coun-

40 Years of 
Growth & Inflation

tries in dealing with these two. Between 
these two variables, creating sustainable 
and continuous economic growth has 
been the concern of all countries in the 
world, while few have succeeded in do-
ing so. Our country is also in the list. But 
inflation is different.

An examination of economic indica-
tors shows that different countries of the 
world (with the exception of a few states) 
have been able to control the inflation 
rate, regardless of their degree of devel-
opment or geographical location. Our 
country's performance in both economic 
growth and inflation is disappointing, as 

in the last 42 years, the average annual 
economic growth has been close to one 
percent and the inflation rate has been 
around 19 percent, as in the last 42 years, 
the average annual economic growth has 
been close to one percent and the inflation 
rate has been around 19 percent. These 
indicators have worsened in the last 10 
years, while they have improved on aver-
age in different countries and regions and 
in the world; But the hope is that control-
ling inflation is not as dreamy and unat-
tainable as economic development!

High inflation rates have significant 
adverse economic and social effects: (1) 
they cause uncertainty and reduce invest-
ment, (2) they lead to lower economic 
growth and instability, (3) they reduce 
the competitiveness of the economy at 
the international level, (4) reducing infla-
tion can lead to recession, (5) saving is 
reduced, (6) real wages and purchasing 
power are reduced, (7) income inequal-
ity goes up, (8) salaried people such as 
employees, and pensioners come un-
der increasing pressure, (9) government 
spending enters an increasing and un-
controllable cycle, (10) it puts pressure 
on civic institutions and can lead to in-
creased protests and social unrest, (11) 
falling living standards lead to brain 
drain, (12) undermines the fight against 

The experience of 
different periods of 

the rule of presidents 
has shown that, despite 

numerous promises 
the result has not been 

improvement in the 
economic welfare of 
the people and the 

improvement of 
their livelihood.

Continued on Page 38
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By: Dr. Hossein Abbasi

Iran’s economy has been in recession 
for about a third of the last half cen-
tury. The only decade in which all the 

years of economic prosperity took place 
was the decade of 1378 (1999) to 1387 
(2008), when the Iranian economy grew 
by an average of eight percent per year. 
Although many effective policy making 

reforms have taken place in various sec-
tors of the economy, perhaps the most 
important thing that has happened in this 
decade has been the avoidance of major 
policy mistakes. We owe the increase 
in relative prosperity that continued for 
many years to the economic growth of 
those years.

In some years of the recent half-
century, factors such as war and sanctions 

have been instrumental in creating 
recession, but in almost all cases the 
traces of major policy making mistakes 
in creating or deepening recessions 
can be clearly seen. In most cases, 
foreign exchange policy has been at the 
forefront of these mistakes, which have 
appeared in Iran in the form of nominal 
stabilization of the foreign exchange 
rate in the context of inflation, i.e. the 
reduction of the real price of foreign 
currency. The dangers of lower real 
currency prices have been talked about 
time and time again, and economists 
and non-economists alike are familiar 
with them. As a result, the subject of this 

article, rather than describing the effects 
of this policy, is a renewed warning about 
the overwhelming interest of Iranian 
economic decision-makers in repeating 
this mistake, especially in the new year. 
Two factors make this policy more likely 
to be repeated next year.

First, we are holding the presidential 
election this year. Elections have always 
been associated with the promise of 
increased prosperity. Given the steady 
decline in the well-being of Iranian 
families in recent years, it is expected 
that in this period a competition will 
be launched among the presidential 
candidates to make the greatest possible 

The Return of 
Populism!

will be promised to the people for voting. 
Some of these may be challenged by 
some competitors because they require 
a lot of budget resources. Promises to 
lower the exchange rate, however, will 
probably not be challenged.

The price of the US dollar in the same 
three years ago was about 42,000 rials. 
The insistence on keeping the price low, 
which led to a sharp increase in demand 
for the dollar, along with a lack of supply, 
led to a jump in its price. The sharp rise 
in the exchange rate in recent years came 
at a time when all political groups and all 
components of the government were in 
agreement that, firstly, its rise is harmful 

We are holding the 
presidential election 

this year. Elections have 
always been associated 

with the promise of 
increased prosperity.

welfare promises. Cash payments, 
commodity price controls, low-interest 
loans to various groups, wage increases, 
and all kinds of sponsorships and 
payments are some of the programs that 
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and, secondly, the government can and 
must prevent its rise. The government’s 
failure to keep the exchange rate low was 
interpreted by government friends and 
rivals as the government’s inability to 
manage the affairs.

The usual explanation for the need 
to prevent the exchange rate from rising 
is to preserve the “value of the national 
currency,” which is a populist translation 
of “increasing the purchasing power 
of foreign goods.” Given these cases, 
it is very likely that the presidential 
candidates will compete with each other 
in the promise of lowering the rate. 
Even if a candidate disagrees with the 
harmful consequences of stabilizing or 
depreciating the exchange rate, they will 
not have the courage to raise and defend it 
in the hot market of election race, which 
is exacerbated by the second factor I will 
explain below.

Second, there is a very small likeli-
hood of some sanctions being lifted, as 
a result of which the current or future 
government may have access to Iran’s 
accumulated dollar resources in other 
countries. This makes it easier for dollars 
to flow into domestic markets. The gov-
ernment has consistently cited sanctions 
as the main reason for the rise in the ex-
change rate, and has naturally led to the 
expectation that by removing some of the 
sanctions, the obstacles will be removed 
and part of the increase in the exchange 
rate in previous years will be offset. As a 
result, almost any political group that has 
access to these dollars will give up re-
straint and use this precious opportunity 

to spread the dollars in the markets. But 
why are politicians so interested in this 
wrong policy? The cause must be sought 
in two kinds of effect on the economy: 
the effect that wins votes and the effect 
that destroys the economy.

The first effect, which is immediate 
and everyone immediately sees and feels 
it, is to increase consumer welfare. Low 
price currency increases the welfare of 
consumers because by making foreign 
goods and services cheaper, it increases 
consumers’ purchasing power of foreign 
goods. In the late 1380s (2000s), after the 
exchange rate remained stable for nearly 
a decade, consumers were reminded of 
foreign trips to dozens of distant and near 
destinations, a variety of inexpensive 
foreign appliances, fresh and colorful 
fruits, and even studying abroad. 

Of course, different groups in 
society do not benefit equally from this 
increase in consumption. High-income 
groups, which spend a larger portion 
of their income on non-food and high-
quality foreign goods, benefit far more 
than low-income groups, which spend a 

Countless factories 
have been shut down 

since the second half of 
the 1380s following the 
devaluation of the real 

exchange rate, and many 
jobs have been lost. 

larger portion of their income on cheaper, 
lower-quality food and goods. The bitter 
irony of this policy is that it is executed 
in the name of justice and equality. The 
second effect, which is a gradual and 
hidden impact, is that it expels domestic 
goods from domestic and foreign markets 
in favor of foreign goods. When foreign 
goods gradually become cheaper, neither 
their similar domestic production nor 
their exports will be profitable.

Countless factories have been 
shut down since the second half of the 
1380s following the devaluation of the 
real exchange rate, and many jobs have 
been lost. One of the facts that severely 
questioned the foreign exchange policies 
of the ninth and tenth governments was 
the revelation on a television program 
that the average job production during 
the eight years of these governments 
was almost zero. This result was by no 
means unexpected for those familiar with 
the literature on the effects of foreign 
exchange policy, but it greatly angered 
the demagogues who saw cheap currency 
a gift to the Iranian economy. The 
increase in production of some goods, 
including household appliances, over 
the past year, despite the sanctions crisis 
and the spread of the corona virus due 
to declining imports of similar goods, 
is further evidence of the exchange rate 
effect on domestic production.

The key point is that the first effect 
is quickly apparent after the exchange 
rate change, everyone sees it and feels 
it in their lives, but the second effect, 
which gradually erodes the foundations 
of domestic production over the years, is 
hidden and gradual. As a result, people in 
society do not immediately see it in their 
daily lives, and when its effects appear 
in the form of reduced employment and 
production and, consequently, a chronic 
and continuous decline in purchasing 
power, they cannot identify its roots.

That is why politicians, even if they 
are aware of these hidden effects, prefer 
to gain popularity by insisting on lower-
ing the exchange rate and not to bother 
to prevent the destruction of production, 
the effect of which will be revealed years 
later. Not surprisingly, the low price 
of the currency is so much the qibla of 
politicians (and some economists) dema-
gogues. The new year may be the arena 
for this populist policy. 

Government and 
Public Health

COVID-19 has a relatively 
high “Basic Reproduction 
Number” or “R Number”. 

This number indicates 
how the disease will 

spread if no protective 
measures are taken.

The economic consequences of the 
COVID-19 epidemic are likely to 
take longer than we thought. De-

scribing the disease as unprecedented and 
its impact on the economy, Mohammad 
Hashem Pesaran, an Iranian economist 
and professor at the University of South-
ern California, says now is the time for the 
government to pay for the disease and save 
lives, and leave concerns about budget 
deficits and inflation to the post-corona era.

In an article dubbed “Economic 
Implications of COVID-19”, which you 
co-authored with four other economists, 
you stated that this pandemic was 
unprecedented in terms of prevalence 
and impact in the world. With what 
components and characteristics have 
you described the coronavirus disease 
as unprecedented? Have we not had 
a similar example in history where a 
natural event has such an impact on 
the global economy?

The COVID-19 epidemic is truly 

exceptional, both because of its power 
to spread the disease and because of the 
high interactions and rapid and broad 
connections that people around the world 
have with each other. Note that the world 
has never been more connected than it 
is today in terms of trade, passenger and 
tourism and in terms of contact in general. 
These conditions have created a favorable 
environment for the high prevalence of 
infectious diseases such as coronavirus.

COVID-19 has a relatively high 
“Basic Reproduction Number” or “R 
Number”. This number indicates how the 
disease will spread if no protective mea-
sures are taken. This number is estimated 
to be 3 for the coronavirus. This means 
that if people do not take any protective 
measures, each person can infect an aver-
age of three other people. In these con-
ditions, the number of patients increases 
about four times in one week and more 
than 15 times in two weeks. This rate 
increases exponentially rapidly. In this 
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regard, the power of this disease in infec-
tion is very high.

In the past, there were other diseases 
that had a high rate of transmission, but 
the conditions of infection were not so 
high that, for example, a person is infected 
at a distance of one meter and is quickly 
infected through air and breathing. This 
disease is exceptional in this respect. At 
the same time, the situation in the world 
today is much broader and more complex 
than in the past in terms of the level and 
speed of communication and interaction. 
I do not think that such a phenomenon 
has occurred in the history of the world. 
Even the plague and the Black Death in 
Europe or in Iran during the Sassanid pe-
riod, which caused a lot of damage, did 
not spread in the world and was mostly 
regional. Even catastrophic events such 
as the First and Second World Wars were 
not designed to engulf the entire world at 
the same time. The war spread from one 
region to another. But the spread of this 
disease is global.

Of course, there is a major difference 
between war and the disease, which is re-
lated to the destruction of infrastructure 
and capital. In times of war, various parts 
of the economy are paralyzed and capital 
is destroyed by human casualties and the 
widespread destruction of physical capi-
tal. COVID-19 does not destroy economic 
capital, i.e. public places, cinemas, restau-
rants, planes or trains are not destroyed, 
but their use is reduced or stopped, and 
when the disease is controlled, the return 
of the economy begins, in this respect 
compared to war, the post-COVID-19 
economic conditions could return to 
normal more quickly, but it was initially 
thought that the post-corona economy 
would face many problems. Because the 
prolongation of the illness causes some 
businesses to be permanently closed, for 
example, a restaurant, although not physi-
cally destroyed, is closed due to long-term 
closure process. In the stock market, dif-
ferent businesses are affected to different 
degrees by this disease, and with the help 
of the government, such as short-term 
loans, it is possible to gradually acceler-
ate the return of the economy because the 
root of this crisis is not financial and is 
people’s health. Consider also the prom-
ising point that the mortality rate in this 
disease is not higher than other infectious 
diseases, but its transmission is high, and 
because the number of patients is high, the 
mortality rate has also increased.

Therefore, one cannot remain pas-
sive in the face of this epidemic. Because 
the situation is getting worse and worse. 
The primary effect of this disease is on 
the labor force, meaning that people be-
come infected and are unable to work due 
to the disease, and the economy suffers in 
this regard. The secondary effect is that 
the government has to shut down some 
businesses to fight the disease so that the 
death toll does not increase. The side ef-
fects of this disease on the economy are 
also significant.

How did China cope with the disease 
and improve its economic situation?

Because the policy of the govern-
ment and the behavior of the Chinese to 
deal with the disease was very fast and 
decisive. In a relatively short period of 
time, China completely isolated and quar-
antined important cities affected by the 
disease and did not allow anyone other 
than members of a family consisting of 
parents and children under their care to 
travel together. Existing statistics on call 
volume in China confirm this. For exam-
ple, before the disease reached Shanghai 
and Beijing, the average number of peo-
ple a person came in contact with was 12 
to 13 a day.

After quarantining the cities involved 
in coronavirus, this number reached 2.5. 
That is, people were only at home and in 
contact with family members. China was 
able to create a combination of strong 
government policy and popular behavior 
that played a key role in controlling the 
disease. It is a behavior of the government 

that China has strictly enforced, in 
which the offender is punished and even 
imprisoned, and another behavior is 
personal and must be done by the people. 
This combination of behaviors has not 
occurred in a country other than China.

South Korea and New Zealand also 
had some control, but the geographical 
and specific conditions of the two coun-
tries also helped them. But, the United 
States, has shown that it is not possible to 
implement a full quarantine policy. The 
Europeans also failed to fully implement 
such a policy. Italy and some other Euro-
pean countries did so, but lifted the quar-
antine prematurely, and a second wave 
of outbreaks began because the people 
had not yet been vaccinated in groups. 
The same thing happened in Iran. Before 
Norouz, the disease was on the path of 
control but with the arrival of Norouz and 
the change in people’s behavior and in-
creased contacts, the disease re-emerged. 
After that, the government took a break, 
and the outbreak came down again to 
some extent, and people thought it was 
normal, and everyone started working 
again, and as a result, the number of ca-
sualties rose. I give people the right. They 
have the right to work and live, but the 
fact is that the disease will continue until 
the vaccine is produced and distributed 
and injected worldwide. I see this as a 
long time because we are not sure about 
the time of mass production of the vac-
cine and its effectiveness, and the effec-
tive vaccine must reach all the people of 
the world in order to be effective. Con-
tinuing this uncertainty is likely to delay 

further investment. At the same time, 
repaying capital or replacing lost capital 
is not a short-term task. Schumpeter also 
points out that in a very acute economic 
crisis, some parts of the economy, such as 
what happens in war, disappear.

In the article, you emphasize that 
no country can escape this disease. You 
also specifically mentioned Sweden. 
What components does the situation in 
this country show us?

Let me first point out that our article 
is based on statistics and data published 
until the end of 2019. The only statistics 
for 2020 are from the revised IMF report. 
The report examines the outlook for eco-
nomic growth in countries and is revised 
in April 2020 after the release of the ini-
tial version in January 2020. The model 
we use to examine this data is the GVAR 
model, which I designed and developed 
in collaboration with others. GVAR is a 
relevant global model. In this model, all 
markets, including money, oil, stocks, 
etc. in the world are interconnected, so 
when a pervasive shock like COVID-19 
occurs, all of these markets are affected.

All major countries in the world, 
which account for 95% of world produc-
tion, are connected through channels such 
as trade, transportation, tourism, etc., and 
as a result, the shock is transmitted from 
one market in one country to another 
market in another country. For example, 
the disease may not spread directly from 
China to New Zealand, but it will nega-
tively affect its markets. The result is that 
action by all countries is necessary to deal 

with this shock. The reason we specifi-
cally mentioned Sweden was its differ-
ent strategy against COVID-19. Sweden, 
unlike other European countries, did not 
go into a general holiday and left protec-
tion to the people in particular. That is, 
the government did not enforce closure, 
social distancing, or coercion, arguing 
that the people themselves were wise and 
decided what to do. Sweden behaved dif-
ferently from other European countries in 
this respect and even became known as 
the “Swedish model”.

But this issue did not make the Swed-
ish economy completely immune to the 
consequences of COVID-19. The growth 
of the Swedish economy was also affected 
and slowed down because about 60 to 70 
percent of Sweden’s trade with European 
countries, especially Finland, Norway and 
Denmark, which implemented a policy of 
comprehensive closure and their economy 
grew slowly and as a result of these mea-
sures, also lowered the Swedish economy. 
The result is that no country can be safe 
from the consequences of COVID-19 and 

cannot deal with it alone. It may be slight-
ly less harmful than others, but ultimately 
it is not immune to the negative global ef-
fects of the disease due to the extensive 
connections between countries.

What advice do you have for 
Iran, where the government is facing 
a budget deficit and an economy with 
high inflation and recession?

In my opinion, in this situation, there 
is no question of budget at all; because if 
the necessary support is not provided, its 
negative economic consequences, both in 
terms of budget and in terms of recession 
and inflation, will be much greater; human 
casualties will increase and its social and 
political consequences will escalate. In 
some very exceptional times, such as the 
present, one should not look only at the 
financial aspect. The government has to 
spend now though it is true that inflation 
is likely to increase in the future, but this 
must be compensated in the future.

The government must, at the same 
time as it presents its plans for the 
transition from this period, have plans 
for the post-corona period and explain it 
clearly to the people and say what it will do 
then to curb inflation or the budget deficit. 
But now is the time to spend. Consider 
the opposite situation: You have a lot of 
work and activity periods, after which 
you can have a more comfortable period 
and use the savings and investments you 
have already made.

The current situation is almost the 
opposite, it is better to have more costs 
for the transition now and then compen-
sate these costs with more work in the 
normal conditions of the economy. Oth-
erwise, the losses and injuries may be so 
great that they cannot be compensated at 
all. This is the most important issue in 
economic policy, and we need to think 
specifically about the post-corona period. 
In the current situation, nothing can be 
done but to support the more vulnerable 
classes because of the coronavirus. The 
health of the people must be ensured. 
This is not the responsibility of the gov-
ernment alone. All people are responsible 
and must support those around them. 
Let’s not forget what our great poet Saadi 
says in this respect: All human beings are 
in truth akin; All in creation share one ori-
gin.When fate allots a member pangs and 
pains, No ease for other members then re-
mains. COVID-19 is not a side issue; It’s 
an issue for all of us. 

The current situation is 
almost the opposite, it is 
better to have more costs 

for the transition now and 
then compensate these 

costs with more work in 
the normal conditions of 

the economy.

M i l l e n n i u m  2 1 s t  C e n t u r y



IRAN INTERNATIONAL, June 2021, No. 97IRAN INTERNATIONAL, June 2021, No. 9722 23

The calendar year 1399 (2020/21) 
was the most difficult year after the 
victory of the Islamic Revolution 

(1979) and it was a tough year in the 
political, economic, cultural and social 
fields. The continuation of the sanctions 
and the consequences of its intensification 
in 1399 left its impacts on the people’s 
economy. The corona pandemic and the 
spread of the COVID-19 virus put the 
people’s lives in danger so that many of 
our compatriots lost their lives and caused 
grief and concern among mourning 
families from all walks of life.

The sharp drop in oil sales and 
government income, the complications 
in transfer of hard currency plus a drop 
of 20 percent in non-oil exports over the 
first three quarters compared to 1398 
(2019/20) and the increase in the finished 
cost of goods caused a record rise in 
inflation rate to above 40 percent and this 
made the people poorer, so that now from 
decile 5 downward people face difficulty 
in earning a living. 

The growth of per capita national 
income in 1398 was minus 5 percent and 
the growth of GDP was minus 6.5 percent 
and the economy shrank by 6 percent. 
This trend continued in 1399 and the 
per capita income in 1398 decreased by 
33 percent compared to 1390 (2011/12). 
We recorded worrying statistics on 
investment, which was the lowest in 
the last 15 years, while the outflow of 
capital, which began in the second half of 
1380 (2001/02) was intensified after the 
conflicts in 1398. Calorie reduction and 
malnutrition and mental disorder of the 
next generation due to anxiety and social 
tensions transmitted to the family and 
children will deprive us of prosperous 
generations in the next few decades. 
Overall it was a bad year!

The positive points of 1399 were the 
people’s presence on the scene and help-

1399. I hope that while preserving the 
independence and dignity of the Islamic 
Republic of Iran, with the experience of 
the past 41 years, the officials and the 
government will make decisions by ex-
amining the past policies with the prior-
ity of national interests and bring hope, 
peace and joy to the next generation. I 
also hope that Iran’s negotiations with 
China will conclude and the agreement 
will be finalized by safeguarding national 
interests and independence, which can 
create a good future for investment in the 
country. It is also hoped that in 1400, with 
this reform of international interactions, 
bold measures can be taken to attract for-
eign investment and compensate for lag-
ging behind that perpetuated poverty and 
backwardness.

The presidential election in the first 
quarter of the current year will, on the one 
hand, cause excitement and mobilization 
in the society and, on the other hand, 
electoral tensions. During this period, 
the Guardian Council is expected to al-
low popular candidates to enter the race, 
which will increase the voter turnout and 
to help national coherence that has un-

Dr. Mehdi Karbasian

ing each other and the more active role 
played by charities and the efforts of the 
medical staff for the health of the people 
despite all the shortcomings that existed. 
Regarding the vaccination of the country, 
there was open negligence but we hope 
to compensate in the first 6 months of 
1400 (2021/22). Among the good news 
was non-election of the hardline Repub-
lican Trump in the US presidential elec-
tions that led to relative calm in the fourth 
quarter of the year. Providing food to the 
people was one of the priorities of the 
government. The Rouhani administra-
tion tried to prevent shortage of food and 
outbreak of famine in the country, but the 
truth was that the prices rose sharply.

Here the government should be 
given a passing score because due to 
domestic needs and policies imposed 
by the government to ban the import of 
some goods due to sanctions and shortage 
of foreign currency, or the rise in prices 
of imported goods due to the high price 
of foreign currency indirectly caused 
domestic production of some goods to 
increase.

One of the good things that hap-

pened in 1399 was the focus on knowl-
edge-based companies. Expanding the 
capital market and encouraging people to 
enter the stock market was valuable; ac-
cording to the latest statistics, nearly 60 
million stock codes have been given to 
the people in the stock market; but due 
to wrong advertising, lack of training of 
shareholders and exaggeration about the 
stock market and capital market by the 
officials and as a result of continuation 
of the sanctions, recession, instability of 
procedures and numerous directives, we 
saw a decline in stock indexes and caused 
frustration of those who entered the stock 
market.

The year 1400 evokes both posi-
tive and disturbing promises in various 
sectors. In foreign policy, according to 
the positions of the new US administra-
tion, better international interactions are 
predicted. Moreover, interaction with 
Europe, the United States, China and 
the countries of the region seem to be on 
agenda in 1400. The year 1400 seems to 
be a year of tranquility and possibly the 
development of international and region-
al relations and a way out of the crisis of 

fortunately diminished. The principle of 
coherence of the people and the support 
of the people should be among the main 
conditions. On the other hand, the candi-
dates in this round should not suffice to 
lectures and populist methods and should 
answer serious questions of the people in 
the field of foreign policy, international 
interaction, domestic policies on the 
youth affairs and legal freedoms, trans-
parency and prevention of rent-seeking. 

In the economic field action must 
be taken to increase per capita income 
and GDP, investment, supervision and 
reducing the involvement of government 
in government linked corporations and 
proper implementation of capital market 
laws; in the social and cultural spheres 
proper implementation of targeted subsi-
dies and separation of the poor from the 
cycle of poverty and bringing vitality and 
happiness to the society with specific ex-
ecutive programs that they announce; the 
Parliament also should help the President 
and the government to form a worthy 
cabinet and the success of cooperation 
and empathy.

The next President is expected to 

take valuable measures for the country 
during 1400-1403 period with the co-
operation of other two forces and set a 
brilliant record. In the first 6 months of 
1400, it is expected that the majority of 
people will be vaccinated with domestic 
and foreign vaccines, and there will be no 
excuses similar to those observed in 1399 
for the health and protection of people’s 
lives. Poor and vulnerable groups should 
be more effective in coordination with 
service institutions such as State Welfare 
Organization of Iran, Imam Khomeini 
Relief Committee, the Execution of Imam 
Khomeini’s Order, Mostazafan Founda-
tion of Islamic Revolution, Endowment 
and Charity Affairs Organization, Astan 
Quds Razavi and public charities and 
prevent parallel work and the govern-
ment should do its part to implement the 
targeted subsidies.

Support for production, investment, 
and self-reliance must continue vigor-
ously and entrepreneurs should be given 
special backing in practice by reducing 
bureaucracy and involvement of the gov-
ernment and Majlis in the affairs of pri-
vate corporations. We hope that in 1400 
there will be more empathy between the 
people and especially the three powers. 
The next President is expected to adopt 
a policy of economic and political trans-
parency and fight against corruption as a 
basic order. We also hope that with the 
help of the Parliament and especially the 
judiciary and the support of the leader-
ship the existing rules and regulations 
will be reformed and those with exces-
sive demands will go under supervision 
and scrutiny. 

I ask the Almighty that the year 1400 
will be a year of openness and prosperity 
away from poverty and we will see pride 
and honor of the nation and the Islamic 
Republic of Iran. Inshallah! 

1400 Marks the Year of 
Empathy between People and Govt.

The year 1400 evokes 
both positive and 

disturbing promises in 
various sectors. In foreign 

policy, according to the 
positions of the new US 
administration, better 

international interactions 
are predicted.
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Iran & China

Future 
Perspective!
By: Abolfazl Olamaifar, 
Director of the China Desk at the IRI 
Ministry of Foreign Affairs

A question that is asked 
over and over again 
these days is why the 

exact text of the Iran-China 
cooperation document is not 
made available to the public? 

The Chinese based on the 
levels of relations they have 
defined work with 78 coun-
tries and five different organi-
zations around the globe. Iran 
is also an independent coun-
try and has paid a high price 
for winning independence. 
The question of the sanctions 
shows the importance of inde-
pendence for Iran. As a rule, 
such countries have issues 
that they deal with in secret. 
At the same time, no country 
would make all its long-term 
plans public. Certainly, re-
garding the long-term coop-
eration program between Iran 
and China they have gath-
ered at the negotiation table 
according to the agreement 
reached between the parties 
and based on their interests 
and concessions.

Of course, the agree-
ment has been reached on an 
equal, win-win basis and with 
the knowledge of all relevant 
institutions. Therefore, there 
is no need to disclose all the 
details of the cooperation 
document. In the meantime, 
the issue, which is highly em-

phasized and sensitized by 
Western countries, is funda-
mentally contradictory. Many 
of these countries themselves 
have entered into numerous 
agreements with other coun-
tries, the details of which are 
not disclosed. It should be 
emphasized, however, that 
this is a plan and it is not nec-
essary to publicize details of 
the plans so that all countries 
would know what is going to 
happen.

In fact, a strategic plan 
means that it provides the 
ground for concluding con-
tracts and specifies areas of 
cooperation for both parties; it 
is within this framework that 
cooperation is formed with 
each other. In fact, the road-
map identifies the benefits and 
areas of cooperation and the 
plans that the two countries 
can work in the long run. Ac-
cordingly, in this document, 
the vision of a long-term plan 
between the two countries is 
outlined and the parties have 
agreed on this issue. So, many 
of the issues that are being 
raised are out of the question. 
As a result, the roadmap has 
been signed at the ministerial 
level for the time being.

Why China?
It must be admitted that 

a very important event has 
taken place in East Asia with 
China playing the central 
role and a power like this has 

emerged; it is obvious that 
other countries want to have 
a plan for mutual exploitation 
based on a win-win strategy 
with a new opportunity cre-
ated in the international sys-
tem. It must be admitted that 
the Joint Comprehensive Plan 
of Action (JCPOA) and the 
coronavirus pandemic have 
identified realities in the in-
ternational system, both in 
the field of economics and in 
the field of politics and cul-
ture; the events have shown 
that many Western countries 
that made big claims were too 
small in practice to meet their 
commitments. 

In the meantime, the 
United States failed to fulfill 
its commitments. Therefore, 
many countries, given the 
developments in the interna-

and it does not mean ignoring 
public opinion. Public opinion 
is respectable and we have to 
be held accountable before it, 
but it must be acknowledged 
that diplomacy is a special-
ized job.

Another point is that An-
gela Merkel has traveled to 
China 14 times since coming 
to power. Germany is cur-
rently China’s largest trading 
partner, and the two countries 
have signed many agree-
ments. Surprisingly nothing 
similar to what is said against 
Iran-China accord is said 
against Germany. The same is 
true of Britain, and the Ameri-
cans themselves have many 
exchanges with the Chinese. 
Whether we like it or not, 
China is a power that has 
emerged in the international 

There are a few points to note about 
this collaborative project. 

First of all, diplomacy must be 
accepted as a profession and should be 

considered as a specialized work.

tional system, would plan to 
take advantage of the new op-
portunity that has arisen, and 
Iran is no exception. In fact, 
this cooperation program is a 
kind of opportunity building 
for the country, in the frame-
work of which it will formu-
late a long-term plan with a 
powerful country in the field 
of economy and politics.

A few points about the 
collaboration chapter:
There are a few points to 

note about this collaborative 
project. First of all, diplomacy 
must be accepted as a profes-
sion and should be considered 
as a specialized work. Bring-
ing diplomacy to the streets is 
not in anyone’s interest, and 
those who do so think of their 
own interests. Politics and di-
plomacy is a specialized job, 

system and, as a rule, may 
bring with it opportunities and 
threats. It is wise to take this 
opportunity.

The next point is that 
the Chinese were the first 
country to implement the 
metro construction project in 
Iran and it cost us much less 
than the price offered by the 
French. This project, as one 
of the most successful high-
tech projects in China, took 
place outside of China at that 
time. The question is, can we 
imagine Tehran without the 
subway now? It was a sign 
of our intelligence that after 
realizing that the Chinese are 
capable in this field, we started 
building the Tehran metro 
with them. By 2020, orders 
from Chinese companies to 
manufacture metro equipment 
highly increased.
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As for the Chinese 
metro, it should be noted that 
the country was able to build 
39,000 kilometers of high-
speed trains in 12 years, while 
Japan could only launch 300 
kilometers of high-speed 
trains, and the United States is 
almost zero. One of the most 
important tasks of diplomacy 
in the economic dimension is 
to be able to quickly discover 
the capabilities of countries 
and use it at a cheap price in the 
interests of our own country. 

In addition to the sub-
ways, in the field of super-
tankers and power plants, not 
only did we not suffer, but 
we also benefited, and they 
were win-win contracts. In 
any case, China has officially 
bought oil from us, and this 
means that it has not in fact 
accepted the unilateralism and 
analysis that the United States 
has in mind regarding the is-
sue of the sanctions, and from 
this point of view, it can be ef-

fective on the question of the 
JCPOA.

Another important point 
is that this cooperation pro-
gram provides space for in-
stitutions, individuals and 
relevant groups of the two 
countries to enter into interac-
tion. It depends on how this 
capacity created by diplo-
macy is used. For three years 
now, China has been holding 
import exhibitions in Shang-
hai. In fact, they say, “Come 
and tell us what goods you 
can import into China.” This 
is a valuable opportunity. 
Now it’s very important what 

we take there and offer.
In the first and second 

year of the exhibition, we 
took some goods, and in the 
third year that we are now 
participating, almost 85 to 90 
percent of our companies that 
participated in this exhibi-
tion were knowledge-based. 
Therefore, the type of inter-
action between the relevant 
institutions and centers of our 
country is important. Admit-
tedly, in the next decade, one 
of the most important chal-
lenges in the international 
system will be the challenge 
between the United States 

As for the Chinese metro, it should be 
noted that the country was able to 

build 39,000 kilometers of high-speed 
trains in 12 years, while Japan could 

only launch 300 kilometers of 
high-speed trains.

and China on an international 
scale. Given the assumptions 
that have been made about the 
two countries’ relations and 
the issues they are dealing 
with, these challenges do not 
seem to be easily alleviated, 
so it must be admitted that the 
unilateralism sought by the 
Americans is opposed by the 
Chinese.

It must be admitted that 
in the last 40 years we have 
paid a high price to maintain 
our independence. Therefore, 
we will never sacrifice the 
interests of the country for 
ephemeral issues. One of the 
most important frameworks 
of the Iran-China Compre-
hensive Cooperation Program 
is that it provides the field for 
the country to cooperate with 
another country in a 25-year 
process and since there is no 
question of any contract it has 
opened a wide field for future 
interactions, contracts and 
prospects. 

In recent days, as the world economy 
experiences a complex situation 
affected by the global corona 

epidemic, China, together with 14 
countries around the world, has taken 
the lead in one of the largest economic 
alliances in world history, focusing on 
the Asia-Pacific region. It was supposed 
to take shape from the time of former 
president Barack Obama in the United 
States and focus on the Pacific countries 
to control China as much as possible, but 
with the presence of Donald Trump and 
the withdrawal of the US, it was gone. 
China appreciated this golden opportunity 
and set out on a path in which it would 
probably be able to exercise its hegemony 
over the world with economic growth 
stemming from the alliance opportunity. 
Ali Dadpay, a professor of economics 
at the University of Dallas, believes the 
alliance will change the political economy 
of world trade and give a new dimension 
to China’s economic role in 21st century 
world trade.

In general, how are regional 
economic treaties formed, such as 
the RCEP, which is called the largest 
free trade bloc in the world? How 
can the process of establishment and 
participation be described?

On 15th of November, 15 member 
states of the Association of Southeast 
Asian Nations (ASEAN) and their five 
regional partners signed a comprehensive 
regional economic cooperation agree-
ment, known to the media as Regional 
Comprehensive Economic Partnership 
(RCEP). Both the US and India were sup-
posed to join the treaty, but one, led by 
the isolated Trump and the other, led by 
Modi, withdrew from the talks. The most 
important feature of this agreement is 
the emphasis on the Japan-China axis in 
the regional and international trade of its 
members. Thus, a market with a popula-
tion equivalent to one third of the world’s 
population has been formed. The Brook-
ings Institution estimates that the deal 
will increase global revenue by $209 bil-
lion by 2030 and increase global trade by 
$500 billion.

This treaty is one of the newest 
examples of the evolution of the global 
economy, moving from a set of bilateral 
regional agreements to multilateral re-
gional accords. There are various reasons 

Alliance of 3 
Prominent East 

Asian Economies 
(China, Japan, South Korea)

for forming such treaties. In a 1991 paper, 
Paul Krugman argues that if transporta-
tion costs are too high, countries on a 
continent would naturally tend to form 
a regional union to increase the public 
welfare of their communities. If these 
costs are zero, then independent coun-
tries can maximize the welfare of society 
by setting low tariffs. Most countries in 
the world are somewhere between these 
two extremes. The General Agreement on 
Tariffs and Trade (GATT) stipulates that 
its members must remove all barriers to 

trade between the two countries in order 
to reach multilateral regional agreements.

A look at the members of this treaty 
shows that each member state has its 
own advantages in different areas. This 
is the first agreement to include three 
prominent East Asian economies: China, 
Japan and South Korea. Countries around 
the world are trying to reduce trade costs 
and increase trade volume by agreeing to 
multilateral regional accords. It is natural 
that in such treaties the comparative 
advantages of technology, the capital and 
labor markets of the member countries, 
together with their commodity markets, 
would be the result of a new economic 
entity. The success of the Regional 
Comprehensive 

Regional Economic Partnership 
Treaty is that it has extended the usual 
borders of Southeast Asia to include the 
economies of Australia and New Zealand. 
The absence of the United States from 
the treaty means that the comparative 
advantage of American companies for 

China, Japan and South 
Korea will play a key 

role in the supply chain 
of raw materials and 

products in this market, 
which has more than 

two billion consumers.
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doing business with Asian countries 
will be measured by the comparative 
advantage of companies that do not stand 
in the way of the region.

What impact will the RCEP 
agreement have on the future state 
of the global economy, and what 
developments will take place in this 
new arrangement of economic powers?

The RCEP reduces regional trade 
tariffs of its members and facilitates 
regional trade. But to take advantage 
of these benefits, members must follow 
certain rules at the source of the parts 
and materials used to produce the final 
product. A Malaysian manufacturer, for 
example, can no longer use American 
parts to produce products for sale in the 
Japanese market. Such a product is an 
American product under the treaty, and 
the manufacturer must pay the usual tariff 
for an American product. If he wants 
to benefit from the low RCEP tariff, he 
must have supplied at least 40% of the 
parts from member countries. In this 
way, a Malaysian company can offer its 
product as a Malaysian product if 40% of 
the parts required for the production of 
that product are supplied from countries 
such as China, South Korea and other 
member countries. This definition means 
increasing demand for Asian parts and 
decreasing demand for products of non-
member countries.

Thus, China, Japan and South Korea 
will play a key role in the supply chain of 
raw materials and products in this market, 
which has more than two billion consum-
ers. The pact will change the political 
economy of world trade and give new 
dimensions to China’s economic role in 
21st century global trade. RCEP member 
countries will soon begin bilateral talks to 
get the most out of it. What was signed 
recently is the beginning of a regional 
transformation in the world’s most im-
portant trade bloc, in which the role of the 
United States as the axis of global and re-
gional free trade is diminished and other 
countries play a more important role. The 
Communist China has played the role of 
a major supporter of free and competitive 
market by using market laws and recog-
nizing the importance of regional markets 
for maintaining sustainable economic 
growth. For China, the RCEP is another 
sign of the emergence of an Asian capital-

ist country and its role in the global arena.

Basically, why does Iran not join 
or participate in any such unions in 
which not even the United States is 

present? How can Iran’s absence from 
such agreements be analyzed?

Accords such as the RCEP reinforce 
the current framework for global trade, as 
it has paved the way for their formation. 

The RCEP would not have been possible 
without the agreements that led to the 
formation of the World Trade Organiza-
tion and the various common markets. 
The fact that the economic diplomacy 
apparatus of Asian countries can interact 
with each other to reach a comprehensive 
agreement on regional trade is largely due 
to decades of negotiations with devel-
oped countries and their presence in the 
global economy. What is changing is the 
balance of economic forces that interact 
with each other within the framework of 
international treaties and shape the course 
of the global economy. Iran’s absence 
from the global economy has made it an 
unpopular member and reduced its ability 
to take advantage of such opportunities.

If Asian governments, many of 
which experience less than seven de-
cades of national independence and are 
the product of leftist and even Marxist 
independence movements, have reached 
a point today where market rules, increas-
ing regional markets for their products, 
and attracting foreign investment can act 
main economic players. 

We have to ask ourselves why Iran 
has not been able to experience such 
a change so far and why the country’s 
economy is becoming more and more 
state owned and monopolistic? Is not the 
interest of different political factions in 
controlling all economic aspects of Iran’s 
social life the main obstacle to opening up 
the economic space and Iran’s presence in 
similar regional agreements? The fact is 
that we are all witnessing the formation 
of a new economic bloc in East Asia. Due 
to the demand of two billion consumers, 
it will give direction to the flow of world 
trade. The many economic and trade bar-
riers that the Iranian economy is experi-
encing to expand regional cooperation 
only mean that Iran’s economic isolation 
is deepening.

None of the countries that have 
joined the RCEP has a national govern-
ment economy. Domestic markets of all 
members of the pact are competitive. The 
bilateral trade and joint ventures of these 
countries have been significant before 
this treaty. The past decades have been 
decades of shaping this common market; 
A market that member countries have 
been steadily expanding through bilat-
eral agreements within the framework of 
global agreements and WTO regulations. 

Meanwhile, Iran’s markets and the coun-
try’s economy are still far from a compet-
itive economy, and this gap is widening 
every day with rent-seeking behaviors, 
political interference in the economy, and 
the expansion of government linked cor-
porations.

Iranian observers must not forget 
that the RCEP deal is the product of 
market-driven forces, not governments 
agreement. Governments affirmed only 
what their economies and the economic 
forces of their countries had built. The 
East Asian economic sphere is now 
taking on a new shape, but this sphere 
already existed before the treaty. For Iran, 
the main lesson of the RCEP is the need 
to accept the economic realities and leave 
the private sector open, meaning a set of 
real persons in the country’s economy. 
Otherwise, in the current economic 
climate, the country has fewer neighbors 

Regional Economic 
Partnership Treaty is that 
it has extended the usual 
borders of Southeast Asia 
to include the economies 

of Australia and 
New Zealand. 

willing to reach a regional agreement for 
a common market with Iran.

Some argue that given that India 
has refused to participate in the RCEP, 
Iran could take advantage of this 
opportunity as an economic breathing 
space and launch a special partnership 
plan with the country. Would this 
situation compensate for Iran’s absence 
from collective agreements?

 The Iran-India relationship is 
beyond the India-East Asia relationship. 
Iran is an 80-million-market with less 
than 10% of India’s Gross Domestic 
Product. Iran’s GDP is much lower than 
India’s, but at the same time, Iran has 
more per capita, which means that Iran 
can have more options in the consumer 
market. But it remains to be seen how 
the elimination of tariffs between Iran 
and India will help the Iranian producer 
in production, which is a very important 
issue requiring an independent discussion. 
It should be noted that the motivation for 
the formation of such markets should be 
considered along with bilateral markets. 
Iran is neither a member of FATF, nor 
an active member of the WTO, nor a 
member of the GATT. Iran is a neutral 
country in the world trade debate and is 
basically incapable of making argument 
at RCEP. 
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South Korean Prime Minister 
Chung Sye-kyun arrived in Iran 
(April 12) to help restore a 2015 

nuclear deal between Iran and world 
powers and free up $7 billion in Iranian 
funds trapped in South Korea.

Chung is the first South Korean 
prime minister to visit Iran in 44 
years amid icy relations between the 
two countries due to Iran’s military 
cooperation with North Korea.

Tension rose after Iran seized a 
South Korean ship and its sailors in the 
Strait of Hormuz in January, accusing 
them of polluting the waters, and de-
manded South Korea release $7 billion 
in assets frozen in South Korean banks 
under US sanctions.

Chung’s trip came days after Iran 
released the tanker and its captain, the 
last member of its 20-strong crew, with 
South Korea vowing to help secure the 
release of the funds. 

The Biden administration is trying 
to find a way to rejoin the accord and 

South Korean PM Visits Iran to Help Revive Nuclear Deal
Chung Says Iran’s 
Money Should Be 

Returned 

lift the sanctions at talks in Vienna with 
Iran, mediated by European signatories. 
Seoul officials have said they only can 
release the Iranian billions with a nod 
from Washington. 

“The JCPOA (Joint Comprehen-
sive Plan of Action) negotiations are be-
ing pursued constructively and it seems 
... development of ties and problem 
resolving are necessary for the wellbe-
ing and advancement of both nations,” 
Chung told a joint news conference.

Iranian Foreign Ministry Spokes-
man Saeed Khatibzadeh said that the 
prime minister’s three-day visit would 
focus on bilateral issues, including il-
legal restrictions placed in the way of 
access to resources of the Central Bank 
of Iran in South Korea.

South Korea’s Yonhap news agen-
cy reported earlier  that the prime min-
ister was visiting Iran for bilateral talks 
amid lingering tensions over Tehran’s 
call to unlock its funds frozen in Seoul 
under US sanctions.

On his agenda of talks in Tehran 
was meetings with Iran’s President 
Hassan Rouhani, First Vice President 
Es’haq Jahangiri, Parliament Speaker 
Mohammad Baqer Qalibaf and Ali 
Larijani, who is an advisor to Leader of 
the Islamic Revolution Ayatollah Seyed 
Ali Khamenei.

Iranian authorities have said on 
several occasions that they expect 
South Korea to do more on the release 
of nearly $8.5 billion blocked illegally 
in two South Korean banks under the 
pretext of US sanctions against the 
Islamic Republic.

Iran’s Foreign Minister Moham-
mad Javad Zarif said the measure taken 
by South Korean banks to freeze the as-

sets for fear of the sanctions constitute 
the main factor that prevents further 
expansion of relations between the two 
countries.

Following the same line, Prime 
Minister Chung  affirmed that the 
country should “quickly” return billions 
of dollars of frozen money to Iran as 
tensions between the two countries 
ease.

“I have said before that this money 
is Iran’s money and should be returned 
to its owner,” Chung said in Tehran on 
Monday.

“It’s best to find a way and return 
it quickly,” he told reporters traveling 
with him.

Chung stressed that the release of 
the frozen funds was in South Korea’s 
best interests and that efforts needed 
to be made to overcome the “various 
constraints” that are preventing it from 
happening, according to Yonhap news 
agency. 

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

https://prod.reuters.com/world/middle-east/south-korea-says-ship-captain-detained-iran-have-been-released-2021-04-09/
https://prod.reuters.com/world/middle-east/chinese-envoy-says-iran-talks-resume-next-week-2021-04-09/
https://en.yna.co.kr/view/AEN20210411002400320
https://en.yna.co.kr/view/AEN20210411002400320


IRAN INTERNATIONAL, June 2021, No. 97IRAN INTERNATIONAL, June 2021, No. 9732 33

Russian Foreign Minister Sergei 
Lavrov has condemned the 
European Union for imposing 

sanctions on Iran at a time when Tehran 
and the signatories to the 2015 nuclear 
deal are engaged in a diplomatic 
process in Vienna to save the troubled 
agreement.

Speaking after talks in Tehran with 
his Iranian counterpart, Mohammad 
Javaz Zarif, (April 13), Lavrov said the 
European sanctions could undermine 
the negotiations in the Austrian capital 
to revitalize the nuclear deal in the 
Austrian capital.

“We expect that it will be possible 
to preserve the Joint Comprehensive 
Plan of Action (JCPOA),” said the top 
Russian diplomat, adding, “As far as 
we understand, our partners in Tehran 
have expressed their readiness to 

immediately move in that direction” if 
Washington returns to compliance with 
the deal it abandoned.

However, he added, the latest EU 
sanctions gave rise to “a huge amount 
of questions.”

The EU said in its official journal 

EU Sanctions on Iran Undermine Vienna Talks on Saving JCPOA 
(April 12) that it had imposed sanctions 
on eight Iranian commanders, includ-
ing Chief Commander of the Islamic 
Revolution Guards Corps (IRGC) Ma-
jor General Hossein Salami, and three 
prisons over so-called human rights 
violations.

“If there is any kind of coordination 
lacking in the EU and the right hand is 
not aware of what the left hand is doing, 
that’s simply unfortunate,” Lavrov said. 
“But if this decision has been deliber-
ately taken amid the talks continuing in 
Vienna to rescue the JCPOA then it is 
not just unfortunate — this is a mistake 
that is worse than a crime.”

The EU move was firmly rejected 
by Tehran, which said later in the day 
that it would respond by suspending 
talks with the bloc on human rights and 
all resulting cooperation, including that 

on terrorism, illicit drugs, and refugees.
Zarif, for his part, lashed out at the 

Europeans imposing sanctions on Iran 
instead of condemning America’s eco-
nomic terrorism against 82 million Ira-
nians and Sunday’s incident at Natanz 
nuclear facility.

The sanctions, he added, only 
make the world realize that the EU “has 
no status [of its own] in the world, and 
that it is not only a follower of American 
policies, but also a follower of the most 
extremist groups in the United States 
and the Zionist regime.”

“This is a reason for Europe to be 
ashamed. It is definitely a destructive 
action and we will definitely respond 
to this action,” the top Iranian diplomat 
said.

Zarif advised the Europeans to 
“think about their dignity. Europe 

should know that it is not in a superior 
moral position. Europe cannot preach to 
the world. A Europe, where xenophobia 
and anti-Islamism have created terrible 
conditions for Muslims, has neither the 
reputation nor the position to sanction 
the Iranian authorities.”

“If there is any kind of 
coordination lacking 

in the EU and the right 
hand is not aware of 
what the left hand is 
doing, that’s simply 

unfortunate,” 
Lavrov said. 

Zarif advised 
the Europeans to 
“think about their 

dignity. Europe should 
know that it is not in a 

superior moral position. 
Europe cannot preach 

to the world. 

Moscow, Tehran Demand Full 
Implementation of JCPOA
In related news the Russian 

foreign minister said Moscow is closely 
cooperating with Tehran in order to 
ensure that the 2015 Iran nuclear deal 
will get back on track and be fully 
implemented.

“Moscow and Tehran work closely 
to ensure the full implementation of the 
JCPOA,” Lavrov said in an interview 
with IRNA on the eve of his visit to Iran 
(April 13).

He added, “Russia firmly be-
lieves that there is no reasonable al-
ternative to the JCPOA. As President 
[Vladimir] Putin has repeatedly em-
phasized, the most effective way to 
maintain the 2015 arrangements is for 
the signatories to fully comply with 
their obligations.     
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The record of attracting foreign 
investment in the 11 months 
ending Bahman 1399 (February 

18, 2021) indicates the arrival of a 
new partner in Iranian industry. The 
latest statistics from the Ministry of 
Industry, Mine and Trade (IMT) show 
that “manufacturing of metal products”, 
“manufacturing of rubber and plastic 
products”, “manufacturing of machinery 
and equipment” and “manufacturing of 
chemical materials and products” are the 
first four groups that can be invested.

Updated foreign investment 
attraction status:
Official statistics published by the 

Ministry of IMT send a contradictory 
message about the fate of foreign invest-
ment in the country. On the one hand, the 
volume of foreign investment approved 
in 11 months of 1399 has doubled, and 
on the other hand, only 20% of these 
funds have been completed or so-called 
absorbed in the form of industry and 
mining projects. Such a trend indicates 
the difficulty of creating and develop-
ing business in Iran for foreign actors 
and reminds the need for change in this 
situation in order to improve economic 
growth. Despite these problems, Cana-
da’s presence as a new player on the list 
of foreign investors in the country is a 
matter for consideration.

Updated foreign investment statis-
tics on February 18, 2021 show that in 
the country’s industrial, mining and com-
mercial projects, the volume of foreign 
investment in the projects under opera-
tion has decreased by about 7.8 percent. 
Recent statistics from the Ministry of 
IMT on the volume of foreign investment 
in the country in 1399 show that Iran has 
experienced a 238 percent growth in ap-
proved projects, but only 21 percent of 
the $1.821 billion in foreign investment 
has reached the exploitation stage. 

On this basis, more than 79% of 
the approved foreign investment has not 
been achieved and has been grounded in 
the administrative and executive cycle. 
More precisely, of the total approved 
investment in the three sectors of 
industry, mining and trade, only $395 
million has been injected into enterprises 
and is about to be exploited, which is less 
than the numbers for 1398 (2019/20), 
but another $1.426 billion has not yet 
reached these sectors. 

Iran’s New 
Industry Partner

Reiterating the success of deprived 
provinces such as Sistan & Baluchestan 
and Khuzestan in attracting foreign 
capital, the new report of the Ministry 
of IMT emphasizes that more than 56% 
of the approved foreign investments in 
these two provinces have been injected 
in the form of mining, petrochemical and 
industrial projects. On the other hand, 
the industry still has the upper hand in 
obtaining the highest amount of foreign 
investment and 88.9% of all projects 
belonged to this sector.

Also, the number of projects be-
ing exploited by foreign investors in the 
country has increased from 40 in 1398 to 
55 in 1399. At the same time, the strong 

presence of actors such as Germany and 
Canada in the ranks of countries inter-
ested in investing in Iran has weighed on 
the scales of the inflow of foreign money 
into the country in favor of Western ac-
tors. Previously, this issue, mainly with 
the presence of China, India, Turkey and 
the UAE, showed the strong presence of 
regional and Eastern actors in Iran.

Details of foreign investment 
statistics until the end of Bahman 
1399 (Feb 18, 2021):
In a year when the country is 

moving towards positive economic 
growth again, the situation of foreign 
investment must be monitored. Basically, 

foreign investment in Iran has three parts 
and includes the approved part, the part 
under implementation and the part under 
operation. At the end of the 11th month 
of 1399, the country has witnessed 
an upward trend in the two sections 
of “approved investment” and “under 
implementation”, although the volume 
of foreign investment in operation has 
decreased. The root of this paradoxical 
message in the industry leads to a serious 

difference, which shows that many 
approved foreign projects have serious 
problems on the way to realization and 
therefore do not reach the finish line.

A recent report by the Ministry of 
IMT shows that the majority of foreign 
applications for industrial investment are 
related to projects that target between 80 
and 100 percent ownership. This project 
has reached 56 cases by Mid-February, 
and the founders of this number of 

projects intend to bring a total of more 
than 925 million dollars of capital to 
the country. In the joint venture sector, 
the number of projects was 67 and their 
value was over $392 million. Among 
the projects under the title of Civil 
Partnership, Mutual Sale and BOT, there 
are 12 projects in which the volume of 
foreign investment is about $503 million.

A closer look at the report of the 
Ministry of IMT shows that Germany, 
China, Canada, Austria and Turkey have 
the largest share in terms of investment 
volume. In this list, Germany with $481 
million and China with $433 million 
stand higher than other countries. The 
sudden presence of Canada in the list 
of countries interested in participating 
in Iranian industry with a share of 267 
million dollars in foreign investment 
is surprising. Of course, Germany has 

Updated foreign 
investment statistics 

on February 18, 
2021 show that in the 
country’s industrial, 

mining and commercial 
projects, the volume of 

foreign investment in the 
projects under operation 
has decreased by about 

7.8 percent. 

the highest investment-to-project ratio, 
with an overflow of about $55 million 
per project. In terms of the number of 
projects, of course, Afghanistan still has 
the upper hand and with 43 projects, it 
has the highest share.

Final statistics of foreign invest-
ment till end of Bahman 1399:
But while the Ministry of IMT an-

nounced the 11-month statistics of for-
eign investment in all sectors at about 
4.327 billion dollars, the statistics of the 
Ministry of Economy from the last meet-
ing of the Foreign Investment Board 
show that the country’s foreign invest-
ment exceeded $6.2 billion. This statistic 
should be announced as the final number 
of Iran’s foreign investment in 1399. Ac-
cording to the ministry, the meeting ap-
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proved 65 foreign investment projects, 
including 44 new projects, 5 related to 
increasing foreign investment and an-
other 16 related to changes in foreign 
investment plans and foreign exchange 
transfers of investors.

According to the report, the value 
of the new foreign investment projects 
approved at the meeting is equivalent to 
1.062 billion dollars, which is related to 
the implementation of projects in various 
economic sectors in the country; Accord-
ing to the report, foreign investors are in-
volved in the projects from 16 countries. 
Also, the place of implementation of for-
eign investment projects approved in this 
meeting is in 20 provinces of the country. 
Accordingly, the number of approved 
investment projects increased from 119 
in 1398 to 222 projects in 1399. Mean-
time, the amount of approved foreign 
investment rose from 5.2 billion dollars 
in 1398, to 6.1 billion dollars in 1399, 
which indicates a significant increase.

The secret of investment growth:
Tracking the entry of these foreign 

resources into industries shows that sectors 
such as the chemical, petrochemical, 

the major part of this investment has 
entered or will enter the provinces of 
Fars, Khuzestan, Sistan and Baluchestan, 
Tehran and Kermanshah.

UNCTAD estimates that Iran, as 
one of the major economic hubs in the 
Middle East and North Africa region, 
has a high potential for attracting foreign 
capital, but for various reasons, includ-
ing a lack of transparent banking rela-
tions with the world and the sanctions, 
has been deprived of foreign capital. Of 
course, in general, Iran’s performance 
during the pandemic period, despite not 
changing the status of sanctions, has im-
proved and has been upward in most sec-
tors. At the same time, the weight gain of 

Western partners in the country’s major 
foreign investment portfolio is signifi-
cant. Although the secret of this success 
is undiscovered, it is possible that the de-
valuation of the rial, numerous barriers to 
the import of foreign goods and the fail-
ure to stop the development process in 
some industries such as petrochemicals 
have been the main factors stimulating 
foreigners to be more present in the Irani-
an market: A factor that, of course, does 
not currently have the power to shake the 
industry more.

A simple calculation shows that 
the share of foreign investment in the 
industry is 30%. Since only 20 percent 
of this share has reached the operational 
stage, it is likely that only 5 to 60 percent 
of the total annual foreign investment 
approved by the country will go to the 
industrial sector. The figure is generally 
in the range of $300 million to $500 
million. The country, meanwhile, needs 
to attract $28 billion to $50 billion in 
foreign investment annually to achieve 
8% economic growth rate. Industry also 
needs at least $5 billion to $10 billion in 
investment per year, given its share of the 
Iranian economy.  

Official statistics 
published by 

the Ministry of IMT 
send a contradictory 

message about the fate 
of foreign investment 

in the country. 

home appliances, mining and machinery 
industries have succeeded in becoming a 
destination for foreign currency based on 
this principle of comparative advantage. 
In 1398, the country had been able to 

attract $854 million through the foreign 
capital industry sector. In 1399, however, 
$1.821 billion in foreign investment has 
been approved in the first 11 months of 
the year, an increase of about 113 percent 

over the same period last year. This 
figure is supposed to enter the country 
as a result of the construction of 120 
different industrial projects. According 
to the study of Donyaye Eqtesad daily, 
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Politics in the Service of 
Economics or Economics 
in the Service of Politics

Economics, politics, and culture 
are the three main components of 
governance, each of which covers 

an area, but the compatibility between 
these three components is crucial. These 
components cannot go to war and it is 
necessary to cooperate and interact with 
each other to get a good outcome. What 
is this output? Undoubtedly, the combi-
nation of these three components, what-
ever the outcome, should ultimately lead 
to the greater well-being of the people. 
The result of these components must be 
such that people achieve a greater level of 
well-being over time.

People should feel relatively bet-
ter off than ever before in terms of jobs, 
income and access to finance. This com-

parison may be faster in one country and 
slower in another, but ultimately the gov-
ernance process must lead to improved 
welfare. Since the main factor in improv-
ing the welfare of the people is the “econ-

omy”, two other factors, namely politics 
and culture, must serve the economy to 
achieve this goal.

The main issue in the system of gov-
ernance is to be able to reconcile politics 
and economics, and this adaptation must 
be such that politics paves the way for 
the economy to cross it. In other words, 
politics should facilitate the economy and 
spread the red carpet for it, so that the 
economy can enter with grace and cha-
risma and continue on its path. Because 
the economy is very sensitive and fragile, 
vulnerable, conservative and calculating, 
and because of the issue of financing and 
opportunity costs, it must consider all the 
risks involved in any situation. All over 
the world, politics is trying to open the 

steps before they want to coordinate their 
actions and increase the pressure so that 
they can implement the JCPOA. Both 
parties must return to full implementation 
of their commitment in order to move the 
work forward.

How difficult can the non-
approval of the FATF in Iran be in the 
way of lifting the sanctions?

Very difficult! Because if Iran does 
not approach the international standard in 
terms of banking standards, banks will try 
to avoid working with Iran; Because they 
do not want the name of their bank or fi-
nancial institution to interact with a place 
that has not taken the necessary steps to 
launder money. So even if the sanctions 
are lifted, the banks will try not to deal 
with Iran at all because they do not want 
to damage their record and credit. But if 
anti-money laundering bills are passed in 
Iran, it will be very easy for banks to deal 
with Iran. In my opinion, this is one of 
the most important things that Iran must 
do so that no one can bring excuses that 
Iranian standards are not good enough to 
combat money laundering.  

poverty, (13) it weakens the value of the 
national currency and foreign currency 
replaces the national currency and ...

The experience of different periods 
of the rule of presidents has shown that, 
despite numerous promises the result has 
not been improvement in the economic 
welfare of the people and the improve-
ment of their livelihood. The frequency 
of problems, the multiplicity of decision-
making centers, insufficient powers, etc., 
have plagued the president and his gov-
ernment members on a daily basis, and 
the result of one or two four-year terms 
has not been a significant economic 
achievement. Instead of making a variety 
of promises, the next head of government 
can focus his efforts on one important and 
yet achievable goal: curbing double-digit 
inflation. If this goal is achieved, the ef-
fects of this success will be evident in 3 
or 4 years.

In fact, a goal that has been tested 
in the real world and is least affected by 
external factors (such as sanctions) will 
achieve other important economic and 
social objectives: the purchasing power 
of the people will increase, the national 
currency will strengthen, foreign curren-
cy fluctuations will be controlled, social 
and livelihood protests of the people will 
be reduced, the fight against poverty will 
be possible and, most importantly, eco-
nomic growth and employment will be 
enabled by increasing savings and inves-
tor confidence. Of course, achieving this 
goal involves taking some challenging 
corrective actions. Reforming the budget 
structure (moving towards a balanced and 
deficit-free budget, changing priorities 
and allocating resources to the real needs 
of the people, creating equality between 
provinces, etc.) and granting sufficient 
independence to the CBI are among the 
most important of these measures. 

gas, etc. are paid. Notably, according to 
the International Energy Agency, Iran 
spent $86 billion in energy subsidies in 
2019, while China, with a population 
of 1.4 billion, was in second place with 
$32 billion in energy subsidies.

Meantime, lack of economic sta-
bility, the dual rate of the hard currency, 
inflation and recession, as well as the 
lack of a clear picture of the current 
state of the economy and the uncertain 
future, and uncertainty in doing busi-
ness, unfavorable business environment 
and unrealistic three key variables, 
namely “exchange rates”, “interest 
rates” and “energy carriers prices” are 
the most serious current challenges in 
the economy. 

The requirements for reforming 
the course ahead include public and 
transparent dialogue of the government 
and the establishment with the people, 
accountability to the public, account-
ability of the private sector and civil 
society in decision-making, handing 
over affairs to the people and reducing 
government interference, and finally 
political determination to change and 
reform. To escape the dusty economic 
horizon ahead, courageous action must 
be taken:

- Targeting single-digit inflation
- Realization of three key prices in 
the economy: exchange rate, bank 
interest rate and energy carrier 
prices
- Minimizing the budget deficit
- Targeting subsidies
- Strengthening interaction with the 
global economy
- Removing barriers to the business 
environment for domestic and 
foreign investment, accepting the 
influence of the private sector in the 
development of the country and, of 
course, facilitating and helping the 
formation of economic activities 
based on new technologies.

The experience of developed 
countries shows that economic progress 
is achieved when the private sector 
enters the field of action in a stable 
and predictable economy. In Iran, too, 
sustainable growth requires such an 
effective presence. 

Continued from Page 10
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way for the economy.
The container for achieving welfare 

improvement is the economic enterprise, 
and it is the activity of the economic en-
terprise that creates economic growth. 
The decision of the entrepreneur and 
business owner and activist in the field of 
business to invest in the future depends in 
part on his personal effort, calculation and 
rationality, but a larger part of it depends 
on issues that are not in his control and 
reach him politically. If the news and data 
that reach the economic activist from the 
political side is good and promising and 
that the business path is smoother, he will 
make better decisions. Now this economic 
activist may fall because of his own de-
cisions, but there is room to get up, gain 
experience and learn and start again. But 
when it does not fall because of its own 
decisions and failure becomes almost uni-
versal for economic actors, the problem 
is political. That is, politics has not done 
well what it owes to the economy, the 
firm, the economic activist, and so on.

Because economic calculations are 
always future-oriented, politics must 
minimize uncertainty as much as pos-
sible. Of course, what is meant by resolv-
ing uncertainty is a promising message 
and a systematic reduction of risk, not the 
certainty that the future will get worse. 
In the face of economic uncertainty, the 
activist decides to invest its financial re-
sources in activities that are far removed 
from politics, which have low productiv-
ity and entrepreneurship, and may even 
lead to further macroeconomic instability.

Politics must remove non-economic 
barriers to the economy. The economy is 
served by politics, and politics facilitates 
and the economy provides the welfare 
of society. In all countries that have had 
good economic growth over the past three 
or four decades, politics has built capac-
ity for the economy and paved the way. 
You may not be able to cite even one ex-
ample where politics has cost the econo-
my but the economy has grown. It is pos-
sible to examine how politics and culture 
have operated in these economies. Even 
the quality of policy-making is largely a 
function of the policy component.

We have a kind of political policy-
making in the field of politics, and we 
have an economic policy-making or eco-
nomic planning in the field of economics. 
In the past, the development of five-year 
plans received a lot of attention, and ev-

eryone was serious and sensitive about, 
for example, what is the direction of the 
plan and what goals it has set and what 
measures are to be taken to achieve these 
goals; but now we see plans that are ap-
proved by the legislature and the Guard-
ian Council are forgotten because they 
are no longer relevant. Nobody pays at-
tention to, for example, how many years 
we are in the Sixth Plan and how far we 
are from the goals set in this plan.

For example, from the Fourth Plan 
onwards, the annual growth rate has been 
set at eight percent, and the government 
and non-government investment dimen-
sion has been estimated to achieve this 
growth, which is a large figure for the 
non-governmental sector. This figure has 
been divided into two parts: domestic in-
vestment and foreign investment, which 
is a relatively large number for foreign in-
vestment. The result of these calculations 
is that we have a big goal for which a lot 
of investment must be made first, most 
of which must be provided by the private 
sector.

A significant portion of this invest-
ment is also foreign. This economic plan-
ning has political presuppositions; For 
example, depending on the political per-
spective, it is possible to invest heavily in 
the private sector or to create a platform 

for foreign investment in large amounts. 
In these plans, large figures are consid-
ered in the balance of payments, which 
should increase the country’s foreign 
trade, and non-oil exports are also con-
sidered a large number. In formulating 
and approving such a plan, a framework 
of external relations has been portrayed 
that can meet these needs.

In this planning, the economics 
assumed that diplomacy would pave the 

way for the Iranian exporter to have a 
stable presence in foreign markets. Or 
the investment climate is attractive so 
that the Iranian economic activist can 
attract a foreign partner for investment. 
Economic planning or policy-making has 
assumptions and has considered a book 
that has political foundations.

The politician who approves these 
calculations in the legislature must pay 
attention to the fact that this economic 

policy is based on political policy. For 
economic planning, we have the Law 
on Planning and Budget, which was 
approved in 1351(1972/73) and in this 
law it is said about the planning system, 
but we have no reference for policy-
making and political planning, where this 
process is and based on what assumptions 
and principles. 

To sum it up, I can say that we are 
faced with two models: “economy in the 
service of politics” and “politics in the 
service of economy”. If the economy is 
in the service of politics, rent-seeking and 
unproductive activities will dominate it, 
and profitability will go to these areas. 
There was a debate in the country as to 
whether political development is first or 
economic development. While the main 
argument should be that politics is fo-
cused on solving economic problems. In 
this case, political development and eco-
nomic growth lead to improved structure. 
This is not a sufficient condition for the 
development of the economy, but it is 
definitely a necessary condition.

Since the mid-1380s (2000s), the 
style of economics in the service of politics 
has been formed in our country, and 
due to the many benefits that have been 
formed for the privileged group during 
this decade and a half, it has become very 
difficult to change it. But until the internal 
problems of our economy are resolved 
and a constructive relationship between 
economics and politics is established, 
positive external events such as the US 
presidential election will not be able to 
affect our economy. 

The main issue in the 
system of governance is 
to be able to reconcile 

politics and economics, 
and this adaptation must 

be such that politics 
paves the way for the 
economy to cross it.

L a n d m a r k



IRAN INTERNATIONAL, June 2021, No. 97IRAN INTERNATIONAL, June 2021, No. 9742 43

Industry and 
Promising a 

Better Future

$30 billion earned outside the 
government and mainly by 
the private sector as well as 
taxes paid by businesses and 
citizens made economic cir-
culation possible. In fact, the 
private sector and the vigilant 
and responsible citizens in to-
day’s world are the yardstick 
of countries’ development 
to the extent that they can 
be considered synonymous 
and the degree of progress of 
countries can be measured by 
the degree of presence and 
role of citizens and the pri-
vate sector in the economic 
activities of that country.

In the opinion of this old 
craftsman belief in economics 
is a point that is gaining more 
and more importance in the 
public opinion of our coun-
try. Over the last two or three 
years and in the face of the se-
vere economic crisis in Iran, 
the society realized more than 
ever, that things will not take 
the right course without eco-
nomics and through verified 
unscientific means; there-
fore, the expectation of the 
people from the government 
and state institutions is the 
adoption of a scientific and 
rational approach to the great 
economic problems, suffer-
ings and challenges. The rise 

The passage of years 
and going through 
hardships and difficul-

ties has a lot of pain and suf-
fering, nevertheless it would 
have been nice if there was 
always peace and comfort, 
but it is through hardships 
and passing through suffer-
ings that a person becomes 
more human and humanity 
becomes more meaningful.

For me, as an artisan, 
going through the sanctions 
and oppressive pressures, 
which, of course, we still 
unfortunately go through 
its corridors and twists and 
turns, while believing in indi-
vidual, corporate and national 
capabilities, made the need 
for communication with the 
world clearer; that by relying 
on our own capabilities, but 
in interaction and communi-
cation with the international 
community, we should en-
hance these capabilities be-
cause we cannot live actively 
and creatively in isolation.

The government nei-
ther in Iran nor anywhere in 
the world alone cannot cope 
with the growing number of 
problems and promise com-
fort, prosperity and progress 
to the people. In the last one 
or two years, and especially 
last year, when the pressure 
of cruel sanctions almost de-
prived our country of the pos-
sibility of exporting oil, these 
non-oil exports of more than 

Mohsen Khalili 

The government 
neither in Iran 
nor anywhere 
in the world 
alone cannot 
cope with the 

growing number 
of problems and 
promise comfort, 

prosperity and 
progress to the 

people.
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and fall of the stock market, 
which involved tens of mil-
lions of shareholders (own-
ers of Justice Stock) was one 
of the things that made the 
observance of logic and eco-
nomic mechanism a vital ne-
cessity of the country’s man-
agement system. Of course, 
housing, automobiles, foreign 
exchange, gold, etc. were 
among markets last year that 
made it bitter for our compa-
triots due to severe instabil-
ity. For the same reason, the 
society is now demanding the 
government to adopt a scien-
tific approach rather than an 
authoritative one.

The above points, which 
the author believes are being 
established in the minds and 
knowledge of the Iranian peo-
ple, promise a better future 
and positive and transforma-
tive changes in the reality of 
life, business and livelihood 
of the people. From the point 
of view of this industrial activ-
ist and servant of the national 
economy, there are less genu-
ine and real entrepreneurs and 

economic activists who con-
sider the sustainability of their 
firm and business possible 
through shortcuts and devia-
tions, and demand all kinds of 
rents, privileges, etc.  

What a genuine crafts-
man and economic activ-
ist wants is to solve the root 
problems and issues and the 
main factors of reducing prof-
its and increasing unproduc-
tive economic activity, which 
unfortunately is mainly due 
to inappropriate and wrong 
policies of governments. Al-
location of banking facilities 
and foreign exchange and low 
price energy on the one hand, 
and suppression of prices on 
the other hand, plus all kinds 
of uncertainties in the field 
of domestic and foreign rela-
tions are more complex. More 

government performance and 
respect for the personality of 
entrepreneurs and investors 
and valuing expertise and ... 
is the way to salvation. So, 
esteemed statesmen, please 
formulate your plans on this 
basis.

Of course, economic 
activists should also con-
sider principles such as the 
existence of a clear vision, 
program and mission, qual-
ity improvement and price 
reduction through increased 
productivity and research and 
development, customer ori-
entation, compliance with the 
principles of corporate gover-
nance and social responsibil-
ity, etc. Demanding special 
privileges from governments 
and application of old and 
outdated methods of entrepre-
neurship and lack of modern 
knowledge and technology, 
cannot be sustained and sur-
vived. Therefore, dear and 
respected colleagues should 
seek to improve their techni-
cal, scientific and moral capa-
bilities more than before. 

over the table of corruption is 
wider and the field for healthy 
economic and industrial ac-
tivity for artisans and real 
economic activists is becom-
ing narrower. The national 
economy is also deteriorating 
and looks pale.

What can be asked of 
these dear and respected gov-
ernment officials and their 
esteemed and educated col-
leagues in the private sector 
is:

As has been experienced 
in all developed and indus-
trialized countries and suc-
cessful countries in the path 
of development, creating a 
suitable business environ-
ment and having consistent 
goals, policies and programs 
and equal opportunities for 
competition, transparency in 

In the opinion of this old craftsman 
belief in economics is a point that is 

gaining more and more importance in 
the public opinion of our country.
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Mohsen Jalalpour says he has 
never regretted choosing trade 
as his main business, and if he 

goes back in time, he will still choose the 
same path because trade is a phenom-
enon beyond economics. He adds “free” 
to the word trade and believes that free 
trade can eradicate poverty in society. 
According to Jalalpour; if a country, by 
being in the right position, has the op-
portunity to develop trade and thereby 

improve its economic variables, if it does 
not do so, it has persecuted the rights of 
its society and deprived it of the possibil-
ity of development and poverty eradica-
tion. We talked to him about the difficulty 
of doing business with our neighbors.

The idea of   free trade is very 
simple; Some do some things better 
than others. Accordingly, we all put 
aside tasks we are not skilled at and 
choose tasks in which we are more 
proficient. David Ricardo has proven 
that even if others are better than us 
at producing everything, we will still 
benefit from the trade. There is no form 
or structure of business that can make 
us poorer than we would not trade. All 
of this shows how important free trade 
is. Even countries that were once at war 
with each other for the development of 
trade, put aside hostilities and resumed 
relations.

Japan was once destroyed by 
the US nuclear attack but rose to 
prominence, and today Japanese goods 
have many customers in the US market. 
As well as Vietnam, Turkey, Singapore, 
etc., there are many such examples, and 
it can be said with certainty that free 
trade is a priority for countries because 
it guarantees their economic growth 
and development. This policy, however, 
has not been accepted in our country 
yet, and it seems that the policy aimed 
at free trade and the free trade aimed 
at economic growth and prosperity has 
not been defined in our country. As a 
private sector businessman, why is 
our foreign policy not in the service of 
economic growth?

This question is very important and 
needs an introduction. Some may think 
that these words are repetitive and you 
want to delete them, but this is a fact 
that will never be repeated. In the last 

few decades, this fact has been ignored 
in our policy and its results are more 
visible today than ever. A fact that has 
been overlooked in our economy is the 
politicians’ disregard for the benefits of 
free trade. Free trade has been the driving 
force behind many economies to break 
the poverty trap. You cannot cite a country 
that has developed but that development 
has taken place without trade. When we 
talk about business, we are talking about 
a phenomenon beyond economics. Trade 
is the engine of the economy, and even 
production without trade will not work.

There is no country that is on the 
path to growth without interaction with 
the world. If it were not for trade, Tuyser-
kan walnuts would not have been taken to 
Tehran and Kerman pistachios would not 
have improved the taste of Tabriz sweets. 
If the trade route was not smooth, cof-
fee would not go from Brazil to Russia 
and cars would not reach Japan from the 

United States, we would not have a por-
celain plate on our table and the British 
would not wear Turkish clothes. Some-
one in Kerman might look at a Toyota 
RAV4 and say to himself, I am looking at 
a Japanese car. But he is definitely wrong 
because the car in front of him consists 
of 15,000 pieces, each made in different 
factories and in different countries.

The car may have been designed in 
Europe, but parts came from East Asia 

Prospect of Trading wit h Neighbors Not Good!
and North America or China. The car was 
eventually manufactured in Japan or Toy-
ota’s production line in the United States 
and is the result of the interaction of tens 
and perhaps hundreds of manufacturing 
companies, but in the end these parts are 
transported and connected to one point by 
free trade magic from different parts of 
the world. It is a feature of free trade that 
encourages communities to do what they 
are good at and also encourages us to do 
what we are more skilled at. If we allow 
people to do our jobs that are more pro-
ductive, then free trade will happen. This 
is the main advantage of trading.

For example, suppose I do not have 
the necessary facilities or skills to grow 
mangoes. So I buy mangoes from some-
one who is good at growing them. At 
the national level, more trade with other 
countries of the world means increas-
ing the number of different people with 
unique specialties and more skills in do-

We are a country with 15 
land and water borders 
and we can connect East 
Asia to Europe. We can 
connect the countries 

of northern Iran to the 
Arab countries.
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ing things that can be used to experience 
different abilities and talents. If we find 
people who are better than us at growing 
mangoes or anything else, we can actu-
ally get this product from there. This rule 
applies to everything. Another point is 
that the welfare and economic health of 
the society improves with the improve-
ment of the business environment and the 
countries that have the highest level of 
trade freedom have higher per capita in-
comes and the poverty rate in these coun-
tries is lower.

If a country, by being in the right 
position, has the opportunity to develop 
trade and thereby improve its economic 
variables, if it does not do so, it has perse-
cuted the rights of its society and deprived 
it of the possibility of development and 
poverty eradication. I think we have suf-
fered such oppression in Iran and instead 
of increasing the welfare of the society by 
expanding free trade, we have increased 
the welfare of our generation by spend-
ing natural resources and oil, which is a 
kind of encroachment on the rights of our 
children. We are in an area that is unique 
to trade. Iran’s geographical location is 
unique for trade. I think this situation is 
even more valuable than the wealth of oil, 
because oil is not more than a century old, 
and eventually will be out of the cycle of 
wealth creation in another decade or two, 
but trade is a possibility that has always 

existed and will continue to exist. Iran is 
located in one of the most important com-
mercial centers in the world and this posi-
tion should be taken advantage of.

We are a country with 15 land and 
water borders and we can connect East 
Asia to Europe. We can connect the coun-
tries of northern Iran to the Arab coun-
tries. If the world’s strategists, econo-
mists and businessmen have the power 
to choose three important countries for 
trade development from the map, I have 
no doubt that Iran will be one of the three 
choices of the majority. Iran has a world 
of capacity for trade. If in the past trade 
was given importance, today production 
was prominent in Iran and agriculture 
was flourishing.

 And of course, as you mentioned, 
over the last five decades we have lost 
almost every opportunity to expand 
our business. It may have been possible 
to count on trade with neighbors until 
a month ago, but recent developments 
have been both rapid and unprec-
edented. These events can have many 
consequences that we have nothing to 
do with, but the playing field makes the 
economy smaller and the game more 
difficult. One of these events was that 
the UAE made a friendship plan with 
Israel and a flight was established be-
tween the two countries in a short pe-

riod of time. If you want to update the 
analysis of the past with new develop-
ments, do you still believe the trade 
route with neighbors is smooth?

Let’s look at the statistics first; For-
eign trade statistics for the past eight 
months show that we have had the largest 
volume of trade with Iraq among neigh-
boring countries. Our traders have export-
ed 5.3 billion dollars worth of goods to that 
country. It is followed by the United Arab 
Emirates with $2.7 billion, Turkey with 
$1.6 billion and Afghanistan with $1.5 bil-
lion. Now let me be clear as a businessman; 
While our relationship with the countries 
around us is constantly fluctuating, we are 
surrounded by countries that are no longer 
our neighbors. With its proximity to Israel, 
the UAE is not just a neighbor to us, it is 

a refuge for a country that has been hostile 
to Iran for many years.

In the Karabakh war, we saw that 
Azerbaijan went to war with Armenia 
with Israeli military weapons, and after 
the end of the conflict, Israeli flags were 
circulating in the streets of that country. 
Armenia is also offended by us. Afghani-
stan is under US control, and the Taliban 
play a deterrent role in that country by in-
citing other countries against Iran’s inter-
ests; Therefore, we cannot open a special 
account for trade with this country. Turkey 
is pursuing its dream in the region, and we 
must understand that we have no special 
place in its perspective. Iraq is our most 
important trading partner right now, but 
the reality is that it is under US military 
occupation and we cannot fight for more 

markets. Although Pakistan is not our en-
emy, it has not been a good friend to us.

Turkmenistan is not an important 
country in foreign trade and does not 
have good relations with us. These are 
countries that share a land border with 
us. The situation with the countries with 
which we have a maritime border is even 
worse. The beacon of relations with 
Qatar, Kuwait and Oman is flickering, 
but as you mentioned, the UAE, Bahrain 
and Saudi Arabia have formally allied 
with Israel against Iran. The UAE’s open 
relations with Israel indicate a major 
turning point in its foreign policy, but 
Saudi Arabia’s secret relations with Israel 
should be considered a decisive event. All 
these developments show that the outlook 
for trade with our neighbors is not good, 
and if this situation continues, we will 
probably become a country surrounded 
by neighbors.

What do you see as the solution?

The solution is to improve interac-
tion with the world and free trade. When 
we talk about interaction with the world 
and free trade, some people immediately 
get angry and say we will never have a re-
lationship with the United States. It is not 
a matter of America at all. It is not a mat-
ter of Israel. The point is that we do not 
have an economic relationship with even 
one country according to diplomatic rules 
and we are not a member of any interna-
tional union or organization. The Iranian 
society is constantly losing its welfare 
and, unfortunately, is getting poorer day 
by day. Investment in our economy has 
become a worrying trend, and all this has 
caused great damage to the country.

We must move the cycles of the 
economy to preserve the country and the 
survival of society. The government must 
allow people to trade freely. The mental 
boundaries of trade must be removed and 
people must be free to trade. Not all loop-
holes are closed, including trade with ma-
jor economies such as India. We should 
not trade exclusively with one country; 
The optimal balance for us is not rolling 
toward the East or the West.

We must get out of this trap and use 
our national interests as a criterion. Coun-
tries like India, Qatar and Iraq are oppor-
tunities for us. Trade with Iraq must be 
liberalized and people can trade freely in 
the border markets with Iraqi traders.  

Foreign trade statistics 
for the past eight months 
show that we have had 
the largest volume of 

trade with Iraq among 
neighboring countries.
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