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Nematzadeh Commends 
Bank of Industry and Mine
Minister of Industry, Mine 

and Trade Mohammad Reza 
Nematzadeh met with Chair-

man of the Board and Managing Director 
of Bank of Industry and Mine and Board 
members at the bank premises. 

Addressing the audience, Nemat-
zadeh underlined the need for develop-
ing and strengthening basic principles of 
industrial development, such as creation 
of basic industries and management of 
knowledge and technology inside the 
country. He praised the efforts of the bank 
in financing petrochemical, steel, cement 
and power plant industries in recent years 
when the country was facing recession as 
a result of the sanctions.

The minister said measures should 
be taken in order to enable the bank to ren-
der better services as the source financing 
infrastructural industries, adding that the 
Bank of Industry and Mine with a meager 
capital has taken important infrastructural 
measures in the field of industry and min-
ing. “If we are after financial discipline 
and providing optimal services, the only 
way is to solve the problems of the in-
dustry and mining sector and this will be 
accelerated through support for develop-

the development banks of the region 
and the world all will be witness to new 
achievements by BIM.

He said realization of the ‘Economy 
of Resistance’ which has been instructed 
by the Supreme Leader is among areas 
where the operation of the Bank of Industry 
and Mine has been commendable.

Nematzadeh also lauded the efforts 
of BIM in forging of understanding and 
cooperation for collaboration with other 
countries in implementation of industrial 
projects and noted that it can facilitate the 
path of Iran’s interaction with the globe. 

Meanwhile, BIM CEO, Ali Ashraf 
Afkhami while underlining the attention 
the bank paid to small and medium indus-
tries, said: “We hope that by considering 
the guidelines of the Supreme Leader, the 
groundbreaking policies of the govern-
ment and the special outlook of the Min-
istry of Industry, Mine and Trade towards 
industry, we can draw appropriate plans 
and take effective measures in this line.”

Afkhami further pointed to the 
payment of 12,000 billion rials in facilities 
by the bank to 560 small and medium 
industrial projects and expressed hope 
that the figure will increase in future. 

“Without discipline, 
growth of the industry 

will not be realized, and 
in this effort we should 

move with all our strength 
because the least neglect 
would prevent us from 

achieving desirable results 
in the industry sector.”

ment banks involved in these sectors.”
He said: “Without discipline, growth 

of the industry will not be realized, and in 
this effort we should move with all our 
strength because the least neglect would 
prevent us from achieving desirable 
results in the industry sector.”

Nematzadeh pointed out the impor-
tance of demand in the industry sector 
and stressed that for achieving economic 
boom appropriate methods should be ex-
amined for boosting demand in internal 
and external dimensions.

He referred to the importance of ex-
ternal resources for financing the industries 

and said: “In order to reach production 
growth in the country we should gain ac-
cess to great resources. To this end, in addi-
tion to using resources of National Devel-
opment Fund, Bank of Industry and Mine 
and other development banks should enter 
into regular talks with foreign banks.”

Praising establishment of banking 
deputy office for small industries in the 
BIM and the bank’s special support for 
small and medium industries, he expressed 
hope that growth of the industries will 
result in an increase in employment and 
development of deprived regions of the 
country.

The minister reiterated that the 
high level of expertise and strategic 
management in the BIM have increased 
expectations of the officials from the 
bank. He hoped that in spite of the low 
level of investment in comparison with 

Ali Ashraf Afkhami, Chairman 
of the Board and Managing 
Director of Bank of Industry 

and Mine says with regard to the need 
for realization of the “Economy of 
Resistance” all the Iranian banks should 
play an effective role in the economic 
progress of the country.

Underlining the importance of 
small and mid-sized industries in Iran’s 
economic development, he noted: “Based 
on a decree issued by the government, 10 
percent of the banks’ resources should go 
to these industries. Moreover, working 
groups have been formed to do the 
planning.”

He said the Bank of Industry and 
Mine in the first quarter of the current 
calendar year (started March 20, 2016) 
has allocated resources to these industries 
three times more than its commitment. 
“Our bank is looking for new resources 
to continue this effort,” he noted.

BIM managing director underlined 
his bank’s resolution to help progress of 
the country, adding that the BIM branches 
are shouldering a very sensitive respon-
sibility. He urged the bank’s provincial 

branches to examine the selected projects 
with scrutiny and lend money to projects 
that have justification. He said the opera-
tions of the BIM are prominent and the 
bank is in fact the pivot of financing in the 
national banking network.

Afkhami also underlined the BIM’s 
international activity and noted: “Our 
bank has ties with 51 foreign brokerage 
banks through SWIFT (Society 
for Worldwide Interbank Financial 
Telecommunication).” He said during the 
five months after the Joint Comprehensive 
Plan of Action (Iran’s nuclear agreement 
with the West) was signed, only Iran-
Europe Commercial Bank (whose main 
shareholder is BIM) has transacted 5.4 
billion euros.

Afkhami also said that over the same 
period 1.2 billion euros with high security 
credit and without brokers had been 

opened for domestic industrial projects 
through IECB. This fetched the country 
at least 10 percent in foreign exchange 
saving.

He said the first credit line opened by 
the BIM after JCPOA, amounted to $400 
million through India’s EXIM Bank. Out 
of the said amount, $120 million has 
become operational and the purchased 
goods too have been delivered.

Noting that agreements between 
BIM and a number of South Korean, Chi-
nese and German banks to receive foreign 
credit are at the stage of becoming opera-
tional, Afkhami said: “Our bank is also a 
pioneer in achieving international bank-
ing standards. Conformity with these 
standards would cause us to be more at-
tractive to our foreign partners in interna-
tional banking and financial atmosphere 
and work more conveniently.”   

BIM Cooperates with 51 
Foreign Brokerage Banks

1st Credit Line Opened 
by BIM after JCPOA 
amounted to $400m

Afkhami also announced that foreign 
banks were ready to cooperate with BIM 
mainly because BIM observes money 
laundering standards, fight against finan-
cial terrorism and necessary preparation 
to counter the international atmosphere.

The senior banking director also 
stated that the BIM’s valuable role in 
settling international loans of the Iranian 
banking network had prompted the 
German economy minister to officially 
declare that Tehran had no more debts 
and that BIM’s rating had been upgraded 
by the Organization for Economic 
Cooperation and Development (OEDC).

Stating that the government had re-
peatedly appreciated the BIM for its valu-
able role in financing industrial projects, 
Afkhami said: “Our bank plays a sig-
nificant part in the coordination sessions 
about the President’s provincial tours. 

Bank of 
Industry 
and Mine

B a n k i n g
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Iran Team Dedicate 
Sitting Volleyball 

Gold to Golbarnezhad
Bosnia.

A moment’s silence was observed 
and Iran won the first set before a lapse in 
concentration allowed Bosnia back into 
the contest.

Iran – including Morteza Mehrzad 
Selakjani, the tallest man in Iran, at 
246cm (8ft 1in) – showed their class in the 
third and fourth sets to win 3-1. Jubilant 
celebrations followed as a country tinged 
with sadness finished the Games with a 
gold medal.

Earlier the International Paralympic 
Committee President Sir Philip Craven 
reflected on the tragedy. “Yesterday’s 
passing of cyclist Bahman Golbarnezhad 
has caused huge pain in my heart and I can 
only imagine what his wife and his son 
must feel like, waking up this morning 
and sadly knowing that yesterday was not 
an horrendous dream,” Craven said.

“Although yesterday’s events do 
cast a dark shadow over these Games, I 
think Rio 2016 will be remembered as a 
successful Paralympics and Games which 
surprised many people. They will be re-
membered as the people’s Paralympics.”

The Iran team had a picture of 
Golbarnezhad with them for the medal 
presentation. Mehrzad Selakjani later 
said: “When we heard this news yesterday 
we were very shocked.

Iran’s participation at the Paralympic 
Games ended (Sunday 18 September) 
with a gold medal in sitting volley-

ball, which was dedicated to the cyclist 
Bahman Golbarnezhad, who died follow-
ing a crash 24 hours earlier.

Golbarnezhad is the first athlete to 
die during Paralympic competition, the 
International Paralympic Committee 
said, after a crash in men’s C4/C5 road 
race (on 17 September). He was 48.

Iran’s eighth gold medal of the 
Paralympics came with a 3-1 win over 
Bosnia-Herzegovina on the final day of 
competition.

Masoud Ashrafi, the secretary gen-

eral of Iran’s National Paralympic Com-
mittee, said: “There is one bitterness and 
one sweetness. Today we are so happy 
because the sitting volleyball team were 
able to win the gold medal. And we are 
going to present this gold medal to the 
soul of Bahman Golbarnezhad.”

A joint investigation involving 
Rio 2016, the IPC, Rio police, medical 
authorities and cycling’s world governing 
body, the UCI, has been opened to 
establish the full circumstances of what 
was described as a tragic accident.

The Iranian flag was flown at half-
mast at the Riocentro venue for the 
sitting volleyball final, where Iran played 

“We made it our mission to win this 
and to devote this match to him and his 
family so at least it would be something 
to console them. We gathered last night 
together and we prayed for him. We 
prayed for his soul to be happy, to be in a 
better place.

“When we came here for the final 
we were holding his picture today. We 
devote this win and we give it to him, to 
his family. He was part of the team today 
with his picture. His soul was with us. We 
are happy for that.”

Iran is the most decorated team 
in sitting volleyball in the Paralympics 
history. It has finished six editions of the 
games with gold medals, beginning in 
Seoul in 1998, while ending as runner-up 
in Athens 2004 and London 2012.

Sareh Javanmardi (2 golds)

Bahman Golbarnezhad

Sitting Volleyball

Siamand Rahman

Mohammad Khalvandi 

Majid Farzin

Zahra Nemati

Gholamreza Rahimi (L), Ebrahim Ranjbar (R)

Saman Pakbaz

Alireza Qalehnaseri

Sajad Mohammadian

Hamed Amiri

Football 7-a-Side

Abdollah Heidari Til

Sajjad Nikparast

H a l l  o f  F a m e
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The gold was Iran’s eighth and last 
in Rio games. A tally of 24 medals, which 
also included nine silver and seven bronze 
medals, put them in the 15th position of 
table of medals. The country had finished 
11th with 10 gold medals, seven silvers 
and seven bronze medals in the previous 
edition of the Paralympics in London four 
years ago.

The Iranian delegation to the 2016 
games saw 111 athletes competing in 12 
sports. 

The competitions at the 2016 Rio 
Paralympic Games started on September 8.

Gold Medals
Sitting Volleyball
Shooting: Sareh Javanmardi (2 golds)
Javelin Throw: Mohammad Khalvandi 
Archery: Gholamreza Rahimi
Weightlifting: Majid Farzin
Heavy Weightlifting: Siamand Rahman

Archery: Zahra Nemati

Silver Medals
Shot Put: Saman Pakbaz
Discus Throwing: Alireza Qalehnaseri
Mixed Team Recurve: Zahra Nemati & 
Ebrahim Ranjbar
Shot Put: Sajad Mohammadian
Javelin Throw: Abdollah Heidari Til
Javelin Throw: Sajjad Nikparast
Shot Put: Hamed Amiri
Football 7-a-Side
Football 5-a-Side

Bronze Medals
Mean’s 1500m-T20: Payman Nasiri
Archery: Ebrahim Ranjbar
Weightlifting: Ali Sadeqzadeh
Shot Put: Assadollah Azimi
Javelin Throw:  Javad Hardani
Javelin Throw: Mohsen Kaeidi
Shot Put: Javid Ehsani Shakib

Iran Finishes 25th in 
Rio 2016 Olympics

The 2016 Summer Olympics came 
to a close in Rio de Janeiro, Bra-
zil, with the Islamic Republic of 

Iran’s delegation landing in the 25th slot 
of the medal count table at the end of 
the international and highly prestigious 
multi-sport event.

The spectacular and colorful clos-
ing ceremony, lasting almost three hours, 
was held in the Maracanã Stadium on 
Sunday (August 21), and rain did not af-
fect the athletes’ celebratory mood and 
their spirits.

The games were declared closed by 
the International Olympic Committee 
President Thomas Bach, who accepted 
the Olympics flag from Rio Mayor Edu-
ardo Paes and handed it over to the gov-
ernor of Tokyo Yuriko Koike.

The Olympic torch in Rio was then 
passed onto Japanese authorities as the 
holders of the 2020 edition of Olympic 
Games, before the fire was finally extin-
guished.

Iranian athletes took home a to-
tal of 8 medals (three golds, one silver 
and four bronzes). Iran had left the 2012 
Summer Olympics in London with a to-
tal of 12 medals (4 golds, 6 silvers, and 
2 bronzes), finishing seventeenth in the 
overall medal standings. 

The United States ended on the top 
of the medal count table with 121 (46 
golds, 37 silvers, 38 bronzes).

Great Britain was second with 67 
medals (27 golds, 23 silvers, 17 bronz-
es), and China was third with a total of 
70 medals (26 golds, 18 silvers and 26 
bronzes).

Russia, Germany, Japan, France, 
South Korea, Italy and Australia finished 
in 4th to 10th places respectively. 

Iran’s 25-year-old weightlifter Ki-
anoush Rostami clinched a gold medal in 
the men’s 85-kilogram weight category. 
Rostami elevated 217 kilograms in his 

Payman Nasiri

Assadollah Azimi

Ali Sadeqzadeh

Mohsen Kaeidi

Javid Ehsani Shakib

Javad Hardani
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final clean and jerk attempt for a total of 
396 kilograms, improving his world re-
cord by one kilogram.

Sohrab Moradi, another Iranian 
weightlifter, stole the show in the men's 
94-kilogram contests and topped the po-
dium with a combined total of 403 kilo-
grams.

Iran's Hassan Yazdani prevailed 
over Russian opponent Aniuar Geduev 
in the final bout of men's 74-kilogram 
freestyle wrestling competitions, and 
was awarded a gold medal.

Komeil Nemat Qasemi lost to Tur-
key’s Taha Akgul 4-3 in the final en-
counter of men's 125-kilogram freestyle 
wrestling contests, and picked up a silver 
medal.

Taekwondo practitioner Kimia 
Alizadeh Zenoorin became the first Ira-
nian woman to win an Olympic medal, 
taking the bronze in the minus 57-kilo-
gram weight class by defeating Swedish 
athlete Nikita Glasnović.

Hassan Rahimi won a bronze medal 
in the men’s 57-kilogram category of 
freestyle wrestling.

Greco-Roman wrestler Saeed Ab-
devali overcame Hungarian counterpart 
Peter Bacsi 3-1 and won a bronze medal 
in the 75-kilogram weight class.

Qasem Rezaei also defeated Swe-
den's Carl Fredrik Stefan Schoen in the 
bronze medal contest of men’s 98-kilo-
gram weight category.

Leader Lauds Iran Performance

Leader of the Islamic Revolution 
Ayatollah Seyed Ali Khamenei praised 
all members of Iranian teams taking 
part in the 2016 edition of the Summer 
Olympics in Rio de Janeiro, Brazil.

“I welcome and extend my grati-
tude to the recently-arrived Olympics 
delegation, to the champions who de-
lighted the nation with their medals, to 
the athletes who were deprived of their 
right due to unfair refereeing, to the 
sportspeople whose failure does not re-
duce the value of their effort and endeav-
or, to the sportswomen who flaunted the 
honorable medal of the Iranian woman's 
attire, to the brave lady who shone in the 
lead of the delegation in complete hijab, 
and to the country’s coaches and sports 
veterans,” the Leader wrote in a message 
released on August 23. 

H a l l  o f  F a m e
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Tehran to Host IMI S 2016 in December

Iran has been faced with appropriate 
economic opportunities in post-
sanctions era. The situation of 

international participation and investment 
is improving every day. Iran hopes to 
make a full comeback to the global 
markets within a year.

There is a big difference between 
post-sanctions and pre-sanctions Iran. 
The Supreme Leader has given top pri-
ority to the ‘Economy of Resistance’ in 
the country’s mission and vision. On this 
basis, Iran must strengthen the pillars of 
its economy. In order to attain this goal, 
there are numerous infrastructures and 
prerequisites such as increasing finan-
cial transparency, reforming the taxation 
system, revising investment rules and 
regulations, etc. which are being done 
quickly and a major part of it has been 
accomplished. 

In the meantime, the Iranian econo-
my should come out of reliance on a sin-
gle product. If oil continues to remain the 
only source of the government revenue, 
any fluctuations in the oil market would 

greatly affect the country’s plan and bud-
get. Should the government decide to in-
crease its production and revenue compo-
nents in the GDP, one of the best options 
would be the mines and mining industries 
sector. In similar economies, it has been 
determined that one percent direct growth 
in mining GDP would cause three percent 
growth in total GDP. 

Iran is blessed with abundant min-
eral and energy recourses and is fully 
ready to attract foreign investment. The 
first summit on Iran’s Mines and Mining 
Industries (IMIS 2015) was a successful 
experience. The event that was held in 
Tehran gathered together more than 1670 
delegates from 590 companies from 21 
countries. This encouraged IMIDRO (Ira-
nian Mines and Mining Industries Devel-
opment and Renovation Organization) to 
hold IMIS 2016 on December 10-11. The 
event will be attended by credible domes-
tic and foreign companies and investors 
active in mining sector. So far, 32 foreign 
companies have registered, showing a 50 
percent rise compared to last year. Con-

sidering that three months are left till the 
event, the number will certainly rise.

Iran has a young, educated and expe-
rienced workforce, a huge market for do-
mestic and regional consumption, access 
to international waterways, low cost labor, 
a developed infrastructure of roads, rail-
ways, ports, power supply and telecom-
munication network, together with asset of 
investor friendly laws and regulations; all 
of which make Iran a particularly attrac-
tive country for international investors.

Iran possesses 68 different types 
of minerals. Its proven iron ore reserves 
stand at 2.7 billion tons (0.8% of total 
global reserves) and proven copper ore re-
serves are 2.6 billion tons, which account 
for 4% of global reserves. Iran also pos-
sesses 11 million tons of zinc (4% of glob-
al reserves). The total proven reserves are 
estimated at 55 billion tons which would 
reach more than 70 billion tons with new 
discoveries of 300,000 sq. km. The mines 
and mining industry have a 25% market 
share in Tehran Stock Exchange with a 
value of approximately $30 billion.

IMIDRO as Iran’s largest holding in 
Mines and Mining Industries has always 
played an important and crucial role in 
Iran’s economy. And today in the year of 
Economy of Resistance through ‘action’ 
and ‘implementation’ in compliance with 
its mission and responsibility to develop 
and renovate, IMIDRO has created a leap 
in mines and mining industries sector by 
taking advantage of national and interna-
tional potentials so that it could attain its 
real status, namely to pioneer non-oil de-
velopment and national production.

IMIS 2016 as the most credible 
IMIDRO-backed mining conference wel-
comes all national and international inves-
tors, mining companies, mining machin-
ery companies, consulting companies, 
technological and engineering companies, 
contractors, banks, insurance companies 
and financial institutions as well as all 
mining industries activists to take part in 
this important event to discover the latest 
investment and cooperation opportunities 
in mines and mining industries as well as 
providing the latest technologies, man-

IMIS 2016 welcomes 
all national and 

international investors, 
mining companies, 
mining machinery 

companies, consulting 
companies, technological 

and engineering 
companies, contractors, 

banks, insurance 
companies and financial 

institutions as well as 
all mining industries 

activists to take part in 
this important event

agement skills and knowhow to develop 
mining industry in Iran.

 
Conference Topics

 IMIDRO’s Exploration Packages 
for International Mining Companies, 
Investors & Financiers

 Excellence in Mining: Value Realiza-
tion through Innovation, Technology, 
Productivity & Cost Management

 Iran Mines & Mining Industries Role 
in Iran’s Economy

 Iran’s Government Incentives to 
Develop Mining Activities for Economic 
Growth

 Applying Compatible Finance 
Strategies for Iran’s Mines & Mining 
Industries Development Projects

 Iran’s Mines & Mining Industries: 
Globalization and Challenges

 Introducing New Technologies in the 
Mining Industry

 IMIDRO’s Mines & Mining Projects 
to Invest: Approaches, Laws & 
Regulations

 B2B & B2G Meetings  
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Iranian Mines and Mining Industries 
Development and Renovation Orga-
nization, also known as IMIDRO, is 

the largest and most prestigious organi-
zation in developing mining and mineral 
industries in Iran. The organization, over 
the past 15 years, has brought growth and 
development to Iran’s manufacturing ca-
pacity in an acceptable way. IMIDRO has 
ceded a large portion of the shares of its 
subsidiaries to the private sector in the 
privatization program of the Iranian gov-
ernment. Some of these companies in-
clude Mobarakeh Steel, Khuzestan Steel, 
Iran Aluminum, Almahdi and Hormozal 
Aluminum, National Iranian Copper In-
dustries Company, numerous cement, 
lead and zinc producing companies, etc. 
In the past 15 years IMIDRO has com-
missioned and put into operation over 
100 projects with a capital of more than 
$13 billion. 

IMIDRO has operated successfully 
in the new period of its activities de-
spite all the financial problems. In 1392 
(2013/14), IMIDRO changed its financial 
program and by specifying new financ-
ing methods put attraction of domestic 

IMIDRO 
Will Commission 
28 Projects Worth 

$1,420 Million
and foreign investment top on its agenda. 
During 1392 and 1393 (2014/15), the first 
phase of Zarshuran gold and Cerro Azul 
cement in Venezuela were inaugurated. 
At that time the semi-finished and fully 
abandoned projects were activated and 
became operational by adopting different 
financing methods. In 1393 (2014/15), 
nine projects including Sangan iron ore 

concentrate (Khorasan steel unit), Sangan 
pelletizing plant (national development 
unit), Savad Kouh coal washing plant and 
Jalalabad iron ore concentration entered 
executive operations.

Activities of IMIDRO in 1394 
(2015/16) led to the opening of six proj-
ects such as Zarand tar, the second phase 
of the jetty of the Persian Gulf Special 

Zone and the start of the contract for ex-
traction and sale of Gol Gohar 5. In the 
same year with new activities and in-
vestment, 15 projects started executive 
operations. Some of the projects include 
Makran Steel, South Aluminum, Sangan 
Concentrate (Mobarakeh Steel unit) and 
production of rare earth elements and 
strategic metals.

In the current year too, 28 projects 
will be inaugurated and put into op-
eration. This year parts of the results of 
the activities of 1392 (2013/14) became 
visible which rendered help to several 
provinces in the country in the field of 
sustainable employment. Some of these 
projects include Sefidabeh Antimony in 
Sistan and Baluchestan, Chahar Mahal 
and Bakhtiari sponge iron unit, Shadegan 
sponge iron unit in Khuzestan Province, 
Neyriz sponge iron unit in Fars Province, 
first phase of Jajarm Aluminum in North 
Khorasan and Titanium pilot project in 
Kahnouj, Kerman Province.

IMIDRO in continuation of its activ-
ities will open and put into operation 12 
projects by the end of the current calendar 
year (March 2017) and will commission 

five projects and finally will enter a total 
of 73 projects into the production circuit 
of the country by the end of 1398 (March 
2020). Some of the other projects include 
Chabahar Aluminium, alumina produc-
tion from nepheline syenite, production 
of magnesium oxide from Qom Salt 
Lake, Parsian dock and Parvadeh 4 coal.

This year, IMIDRO will open and 
put into operation 28 projects with a total 
capital of $1,420 million. Next year, with 
an investment of $1000 million, 12 other 
plans will be added to the production 
capacity of the country. Furthermore, 17 
projects with an investment of $4,390 
million will be opened in 1397 (2018/19) 
and in the final year of this report, 8 
projects with an investment of $3,300 
million will finally become operational. 

In other words, since 1392 (2013/14) 
up to the end of 1398 (March 2020), 
seventy-three projects with a capital of 
$11 billion will become operational. 
Through these plans, about 8,500 people 
will be employed directly and 12,000 
others indirectly. Out of the total 73 plans, 
activities for 20 plans started before 1392 
(2013/14) and for 53 others the year after. 

This has helped preserve IMIDRO’s 
position as a development organization in 
the field of mining and mineral industry 
at international level.

In the event of presence of foreign 
investors, IMIDRO will bring forward 
and launch new plans. Iran has rich 
underground and energy reserves and our 
access to the high seas and macro regional 
markets, provides us with the opportunity 
to define ample economic plans. Iran will 
be an original option for foreign investors 
and this is a point which they know better 
than we do. With the adopted plans, the 
special energy consuming industries in 
the southern coastline of the country, 
in Lamerd and Parsian regions near 
Assalouyeh, have started ceding land to 
applicants for investment. This area is a 
large hub for production of steel, cement, 
aluminum and petrochemical industries 
in the region and has a very clear vision 
and we recommend all foreign investors 
to examine the situation. 

For the development of international 
cooperation in the mining and mineral 
industries sector in Iran keep in touch 
with IMIDRO. 

I M I S  2 0 1 6



IRAN INTERNATIONAL, September 2016, No. 80IRAN INTERNATIONAL, September 2016, No. 8016 17

I ran is in possession of mineral 
resources, reserves, energy and 
other materials required by different 

industries. The country also has adequate 
power and possibility for achieving 
major industrial and mining progress. To 
accomplish this we just need sound and 
long-term planning.

Extraction of mines and mining has 
long been common in our country, and 
some of the historians have stressed that 
people of Iran were among the first to 
extract and melt copper. Many works of 
the massive drilling which are observable 
in most Iranian mines, especially lead 
and copper mines, as well as the remain 
of metal utensils and equipment further 
confirm the extensive industrial and 
mining activities in the Iranian Plateau. 

The Iranian Mines and Mining In-
dustries Development and Renovation 
Organization, known as IMIDRO, was es-
tablished 14 years ago with an aim to fur-
ther strengthen the mineral foundations 
and mining industries of the country. This 
giant complex has been successful in this 

Iran Lucrative Market 
Attracts Big Investors

Iran enjoys very high 
potentials as our country 

is oil/gas rich and has 
skilled and educated 

manpower.

sector to some extent but is faced with nu-
merous challenges. Shortage of financial 
resources, the biggest global recession of 
raw materials, and the long years of sanc-
tions are part of these challenges. 

To get a deeper insight into the 
achievements and challenges in this 
sector, we interviewed Mehdi Karbasian, 
the main steersman of IMIDRO on the 
key role of the organization.

What is IMIDRO’s share of 
mining policymaking and what are its 
duties and authorities? 

In fact, IMIDRO is the former min-
istry of mines and metals. Most of the 
duties and responsibilities of the former 
ministry were delegated to IMIDRO in 
1380 (2001/2002). But given that over 
the past few years the ownership of most 
of the IMIDRO manufacturing units has 
been transferred in the name of privati-
zation and to make up for its past debts 
therefore, IMIDRO is now a useful arm 
for the government and can be highly ac-
tive towards realization of the ‘Economy 

of Resistance’; but it should be supported 
because in the field of major mining in-
dustries and big mines it should maintain 
active presence as an arm and consultant 
of the ministry (of industries) in decision 
makings and policy making. 

Considering the recession in 
global mining markets, what solutions 
have you projected to come out of this 
recession?

We should admit that part of this 
recession returns to the domestic mar-
ket. As you know, in 1394 (2015/16) this 
recession was intensified in the mining 
industries and one of its reasons was the 
global recession in the field. As an exam-
ple we can mention the problems China 
created through steel dumping, as well 
as serious cuts in the prices of iron ore, 
aluminum, copper and other products. 
After that the buying and selling market 
was faced with trouble and ultimately this 
issue caused a very difficult year for the 
mining industries, particularly in the field 
of steel and copper. 

Obviously, IMIDRO as a develop-
ment organization and a shareholder in 
some sectors, or in the iron ore sector, in 
fact should receive government income 
as the usufruct. In large mines or major 
mining industries IMIDRO fulfilled a sat-
isfactory cooperation. 

About a debt moratorium, and 
solution of problems we have informed 
the authorities. Despite cooperation and 
empathy between the different units, 
again the calendar year 1394 (2015/16) 
was a difficult year. In fact, some of these 
units had huge debts to IMIDRO and we 
put it behind through understanding and 
with moratorium.

What is your predictions regard-
ing recession this year?

According to our forecasts, problems 
will more or less continue in the first half 
of the current calendar year. Although in 
the field of steel and iron ore the situa-
tion has somehow improved but still it is 
not enough. Fortunately, the Joint Com-
prehensive Plan of Action (JCPOA) has 
been effective to a great extent in the field 
of product sales outside the country and 
exports. In the area of imports too, costs 
have been reduced but we should accept 
that the main problem of the production 
units and mines is liquidity and this crisis 
still exists.

IMIDRO had previously signed 

MOUs in the fields of steel, aluminum 
and copper with European countries 
and China. In what stage are these 
agreements now?

Fortunately, we have signed good 
MOUs with creditable international com-
panies especially since 1392 (2013/2014) 
but after the JCPOA (Iran Deal) there 
have been more agreements. We have 
signed good MOUs with prestigious in-
ternational companies, including Italian, 
French, Korean, Indian, etc. We expect to 
ink good contracts with Austria in future.

The point here is that our discussion 
is more over investment cooperation. We 
should accept that as long as money is 
not transferred easily, operational trend 
of investment will be slow. Fortunately, 
after President Rouhani’s state visits to 
Italy and France, Sace (Italian Export 
Credit Agency) and Koface (French 
Export Credit Agency) have no problem 
with Iran. 

Recently Hermes had some problems 
which are fortunately in the stage of 
settlement. IMIDRO cooperated with the 

buyer of Al-Mahdi Aluminum although 
it was not within our responsibility. But 
we mediated for the payment of Al-
Mahdi’s debts to Hermes and fortunately 
the Ministry of Industry, Mine and Trade 
cooperated and problems of this unit are 
diminishing. 

Meanwhile, after a recent visit to Iran 
of the South Korean president, follow-up 
was made and now South Korean com-
panies are constantly cooperating. Also, 
during the Indian prime minister’s Iran 
visit, an agreement was signed with Nalco 
Company and it is expected that an opera-
tion team will start negotiations within the 
next month. Japanese companies which 
will accompany their prime minister to 
Iran in August have now started prelimi-
nary talks. By the end of current year, a 
number of the MOUs already mentioned 
are expected to become operational.

Do you mean there is no obstacle 
in the way of money transfer? 

We hope that the problems will 
be solved and we will be able to start 
investments.

In the post-sanctions era what 
opportunities the steel and mining 
industries are facing?

In a recent conference we attended 
in Zurich, out of the 200 investors present 
there I dare to say Iran was an attractive 
market for about 120 of them. Because 
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as you know, Iran is an emerging market 
while the markets of China and Malaysia 
are no more attractive for investors. 
Iran enjoys very high potentials as our 
country is oil/gas rich and has skilled and 
educated manpower. On the other hand, it 
has access to open seas and good mines 
and this will make the world think about 
making investment in Iran.

Will the world mining giants 
return to Iran? Have you held talks 
with them?

Now the world’s prestigious inter-
national companies, including Rio Tinto, 
Trafigura, Glencore, and reputable Chi-
nese and Australian companies are in 
contact with us. For example Glencore 
and Trafigura started their activities with 
copper. Major German companies such as 
SMS have started negotiations. Recently 
we have held talks about settlement of 
financial issues of electrode graphite and 
other plans and started cooperation with 
Mubarakeh Steel Plant. 

The Australian companies are com-
ing and going and the Koreans, such as 
POSCO, which is a creditable company 
have signed a memorandum of under-
standing with us. Another company un-
der the supervision of POSCO has an-
nounced readiness for the construction of 
Parsian Port. This company is expected 
to establish a joint company with India’s 
Nalco which is a big aluminum company 
for production of aluminum in Iran. In 
fact many reputable companies have an-
nounced readiness for cooperation with 
Iran and we hope that other creditable 
companies such as BHP of Australia will 
announce readiness for cooperation in a 
near future.

When do you think foreign invest-
ment in Iran will become operational?

For the time being Italian compa-
nies have stared cooperation with Iran, 
including their guarantee fund which was 
mentioned earlier. A contract has been 
signed with Axen of France. The required 
preliminaries have been taken for coop-
eration and signing of contracts with Ger-
man companies and they are expected to 
become operational. In the aftermath of 
the visit of South Korean president to 
Iran, Korean companies have started their 
activities for cooperation with Iranian 
companies. 

We should admit that the banking 

In a recent conference we 
attended in Zurich, out of 
the 200 investors present 
there I dare to say Iran 

was an attractive market 
for about 120 of them.

system all over the world is slow, 
conservative and time consuming. Some 
of the projects have already begun, for 
example the titanium project in Kahnuj 
which is one of the most historical 
projects abandoned 20 to 25 years ago. 
The project has been defined but not 
launched for different reasons. But 
after JCPOA the joint Iranian foreign 
contractor companies have announced 
readiness for cooperation. Some reputable 
Australian, British and Polish companies 
have participated in the tender and are 
competing with each other. This shows 
that in the field of finance, problems are 
being gradually settled.

In what stage are the seven-fold 
steel projects?

Fortunately, the seven-fold steel 
projects with all their problems are now 
in the stage of implementation thanks 
to the efforts of the investors, the Steel 
Company, contractors, consultants and 
support of IMIDRO. Currently opera-
tions have started for the production of 
Sepid Dasht 800 thousand ton sponge iron 
line. If the office of Governor General of 
Chaharmahal & Bakhtiari in accordance 

with the responsibility it has accepted to 
solve the problem of water there, imple-
ment the piping operation and provide the 
required water it will be opened in July. 
Also it is predicted that by the end of the 
calendar month of Shahrivar (September) 
this year sponge iron line of Shadegan 
Steel Company will be commissioned. 
Also, it is expected that by the end of the 
current year two to three other companies 
out of the seven-fold steel project will be-
come operational. At present construction 
operations of Neyriz, Sepid Dasht and 
Shadegan companies have started and 
problems with the Chinese financier have 
been removed so that good discounts 
have been received and problems of the 
plans have been solved to a great extent 
in terms of price and quality. It is project-
ed that at least five projects, including all 
the sponge iron plans will become opera-
tional by the end of the current year.

Do you have any further 
comments?

At a time that the ‘Economy of 
Resistance’ is the main talk among 
economists and pundits, mining can be 
regarded one of the main pivots in this 
debate. I would like to congratulate the 
mine workers, industrialists, mining 
industries and noble workers in this field 
who through their hard and vulnerable 
job especially in the area of coal help 
development of the country. I hope that 
all together, the private and public sectors, 
hand in hand and for the dignity of our 
country can place our country among the 
10 top countries in the world.      
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Iran Today
Iran International Magazine intends to publish a pictorial book covering 
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July 14 marked the first anniversary 
of a historic nuclear deal reached 
between Iran and the major world 

powers.
United Nations Secretary-General 

Ban Ki-moon said that the nuclear deal 
agreed to last year by Iran and six world 
powers is the best way of ensuring the ex-
clusively peaceful nature of Iran’s nuclear 
program, calling for the comprehensive 
implementation of the accord, as well as 
a subsequent Security Council resolution 
that endorsed it.

In a statement issued (July 20), 
the secretary-general congratulated the 
Security Council and the participants in 
the Joint Comprehensive Plan of Action 
(JCPOA) on the first anniversary of the 
“historic achievement” and commended 
progress made so far.

On July 20 last year, the council ad-
opted resolution 2231 (2015), endorsing 
the JCPOA under which Iran pledged that 
it would not seek, develop or acquire nu-
clear weapons. The resolution called the 
deal a “culmination of diplomatic efforts” 
by Iran and the so-called E3+3 – China, 
France, Germany, Russia, the United 
Kingdom and the US.

In his statement, Ban said the 
JCPOA was “a triumph of diplomacy” for 
conflict resolution and prevention, and 
strengthened global norms for nuclear 
non-proliferation.

He explained that, combined with a 
robust verification regime, the agreement 
ended one of the council’s strictest 
sanction regimes, and provided Iran with 
the opportunity for greater engagement 
with the international community.

“Resolution 2231 (2015) heralded 
a fundamental shift in Iran’s relationship 
with the Security Council, and provided a 
defined time schedule for the removal of 
the Iran nuclear issue from the council’s 
agenda,” the secretary-general said.

He also commended Iran for imple-
menting its nuclear-related commitments, 
as verified by the International Atomic 
Energy Agency, while also applauding 
the steps taken by the European Union 
and the United States.

“One year on, I remain certain that 
the JCPOA is the best way to ensure 
the exclusively peaceful nature of Iran’s 
nuclear program and to realize the great 
aspirations of the Iranian people,” he 
said, calling for the agreement and 
Resolution 2231 to be implemented in a 
comprehensive manner, based on mutual 

respect and benefit.
That would facilitate greater coop-

eration to achieve international peace and 
security, he added.

Reactions from US, UK, Russia: US 
President Barack Obama, for his part, 
vowed to remain committed to the deal.

In a statement released by the White 
House, Obama said the deal has led to 
“avoiding further conflict and making 
us safer,” calling it an achievement of 
“principled diplomacy.”

“IAEA reports have confirmed that 
Iran is complying with its commitments,” 
Obama said, adding, “We will continue to 
uphold our commitments as long as Iran 
continues to abide by the deal.”

The president also took credit for the 
deal, saying “America’s willingness to 

Principled Diplomacy

Obama Calls Iran 
Deal Achievement of 

“Principled Diplomacy”

Iranian Economy 
Experiencing Stability 

after JCPOA
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engage directly with Iran opened the door 
to talks, which led to the international 
unity and sustained engagement that cul-
minated in the JCPOA.” 

US Secretary of State John Kerry 
echoed the president’s remarks, saying, 
despite the pessimism that existed at first, 
JCPOA “has, in fact, made the world 
safer.”

“There are continuing issues” Kerry 
acknowledged. “Nobody pretends that 
some of the challenges we have with Iran 
have somehow been wiped away. This 
program was about a nuclear track and 
about a nuclear program. It was not about 
the other issues that are involved in the 
relationships of a number of nations in 
the region and the United States.”

Meanwhile, British Foreign Secre-
tary Boris Johnson also hailed the deal, 
claiming, it “reminds us of the historic 
diplomatic breakthrough in Vienna that 
has made the world a safer place and is 
bringing real benefits to the people of 
Iran.”

“Britain will continue to work 
with international partners to complete 
implementation of the deal and to ensure 
its benefits are realized in full,” said the 
newly appointed foreign secretary.

In related news, Sergei Ryabkov, 
a Russian deputy foreign minister and 
a chief negotiator at the nuclear talks, 
praised Iran’s commitments to the terms 
of the deal and said ‘Moscow would 
also lend its support to other parties’ 
fulfillment of their obligations.”

The IAEA, validated Obama’s and 
Kerry’s claims with reports that Iran 
has behaved in full compliance with the 
requirements of the agreement, allowing 
between 130 to 150 inspectors into known 
nuclear sites, and reducing its stockpile of 
enriched uranium from 12,000 kilograms 
to 300 kilograms.

Achievements for Iran: For Tehran, 
the most important achievement is that 
the world has recognized Iran’s right to 
peaceful nuclear program. The major 
world powers have asserted in the JCPOA 
that the Islamic Republic is entitled to 
nuclear energy for peaceful purposes. 
The deal has also helped boost Iran’s 
nuclear industry. It has removed barriers 
which blocked the transfer of equipment 
and technical experiences and enabled 
Iran to export enriched nuclear materials 
and heavy water.

Anti-Iran sanctions had thrown the 

country’s economy into disarray. Sanc-
tions had also created major upheaval in 
the foreign exchange market. However, 
Iran’s economy is experiencing stability 
these days. The resumption of banking 
transactions with global banks heralds a 
major breakthrough in Iranian economy 
as well. Officials have further formulated 
plans to unify the foreign exchange rates.

The Islamic Republic has managed 
to boost its oil and petrochemical exports. 
Officials say Iran’s oil production has 
reached pre-sanctions level in the wake 
of the nuclear deal.

The JCPOA has provided an oppor-
tunity for Iran to renovate its aging avia-
tion fleet. It will generate jobs for pilots 
and aviation experts who had to look for 
jobs overseas.

Financial and economic problems 
had cast their dark shadow on the society. 
However, the nuclear deal has turned de-
spair and social alienation into hope and 
raised people’s spirits.

The nuclear deal has helped over-
come Iranophobia spread by certain 
Western and regional nations. Besides, 
the agreement has resulted in boosting 
the country’s defensive capabilities. The 
transfer of S-300 missiles to Iran is an ex-
ample of such a breakthrough.

The JCPOA has ameliorated Iran’s 
political ties with the world. The Europe-
an Union had broken off high level dip-
lomatic contacts with Iran. Nonetheless, 
heads of state and their entourage have 

either visited Iran or invited senior Ira-
nian officials to their countries after the 
agreement was clinched.

Domestic Reaction: On the first anniver-
sary, a number of senior Iranian officials 
commented on the deal, seeing it as a per-
fect instance that dialogue works.

President Hassan Rouhani said, 
“The Islamic Republic of Iran proved 
on this day [July 14, 2015] that it has 
the political capability to negotiate with 
world powers to resolve a complicated 
international issue and defend the Iranian 
nation’s rights.”

However Rouhani said, “If, some 
day, the 5+1 refuses [to fulfill] its 
commitments, we will be completely 
prepared, and, in terms of nuclear 
capabilities, we are at such a level so as 
to be able to reach our desired stage in a 
short period of time.”

He was apparently referring to 
remarks by the U.S. presidential candidate 
Donald Trump who was quoted as having 
said he would “tear up” the nuclear deal 
if he turns out to be president.

Iranian foreign Minister Mohammad 
Javad Zarif also described the deal as the 
“triumph of diplomacy over coercion.”

Akbar Hashemi Rafsanjani, Chair-
man of the Expediency Council, hailed 
involvement of Iran in the international 
project on nuclear fusion known as ITER, 
saying it would have been impossible to 
achieve this without the nuclear deal.

Heavy Water, Boeing Deals: On July 
11, Deputy Foreign Minister Abbas 
Araqchi laid emphasis on the heavy water 
deal with Washington, calling it a great 
achievement for Iran.

“One of the most important achieve-
ments of the JCPOA was that we are now 
recognized as a seller of heavy water by 
America, which did not accept heavy wa-
ter production by Iran,” Araqchi noted.

But the US House of Representatives 
has passed legislation barring dozens of 
tons of heavy water to be purchased from 
Iran as part of a landmark nuclear deal, 
despite President Obama’s threats that the 
law will be vetoed to keep the agreement 
with Tehran in place.

The legislation was passed on July 
14, with support mostly coming from 
the Republican majority. The ‘No 2H2O 
from Iran Act’ literally prohibits purchase 
or licensing of the purchase of heavy 
water produced in Iran.

Heavy water is an important by-
product of producing nuclear weapons 
and energy, but it is not radioactive. In 
April, the US Department of Energy said 
it will buy 32 metric tons of heavy water 
from Iran worth $8.6 million.

An amendment made to the United 

States Financial System Protection Act 
would hinder financial transactions 
between Iran and the global community, 
the White House said.

Foreign banks fear the U.S. sanctions 
still in place. These include the release 
of billions of dollars in frozen assets to 
Iran, Iran’s return as a crucial source of 
oil for Europe, and the recent Boeing-
Airbus deal to sell commercial aircraft 
and airliner parts to Iran.

Meantime, US lawmakers have 
expressed concern that a pending multi-
billion dollar deal between Boeing and 
Iran will endanger American security. 
The estimated $17.6 billion agreement 

for dozens of planes would be the largest 
American business transaction with the 
Islamic Republic since sanctions on the 
country were partially lifted under the 
nuclear deal.

Any US failure to sell airplanes to 
Iran, violates JCPOA and Iran will deal 
with the issue accordingly, Hamid Baeed-
inejad, IRI Foreign Ministry Director 
General for Political and International 
Affairs told reporters in July.

Some opponents in Congress appear 
to be waiting for Obama to leave office 
to pounce with new legislation, but others 
are not.

Under the deal, the United States 
removed all nuclear-related sanctions on 
Asian and European business activities 
involving Iran, but kept them for 
American entities.

Has Obama made the deal irrevers-
ible? As the Iranian people have not seen 
the benefit of the bargain, increasing dis-
trust could lead to major complications 
in implementation of the accord down 
the road, and must be addressed. But the 
main hurdle is the banks and financing. 
Such considerations haven’t gone over 
well with Republican critics. 

The Islamic Republic 
has managed to boost its 

oil and petrochemical 
exports. Officials say 

Iran’s oil production has 
reached pre-sanctions 
level in the wake of the 

nuclear deal.
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The United States and Europe have 
shown the green light for Iran’s 
membership in the World Trade 

Organization (WTO). General deputy 
director of Iran’s Trade Development Or-
ganization Mohammad Reza Modoudi, 
commenting on the recent remarks by 
the US officials concerning Iran’s WTO 
membership, considered the status quo 
a green light by the Americans and the 
Europeans for Iran’s WTO membership 
which can pave the way for Tehran’s 

eled. But even without those hurdles, is 
Iran’s economy ready for accession to 
WTO? Won’t there be domestic barriers 
for Iran’s WTO accession?

In view of Vice-President of Iran 
Chamber of Commerce, Industries, 
Mines and Agriculture Pedram Soltani 
the intention, willingness and acceptance 
of most important members of the World 
Trade Organization, particularly Europe 
and the US of continuation of the process 
of Iran’s accession to the organization, 

Iran’s Membership in 
World Trade Organization

23-year efforts to join the 164-member 
organization; of course this question still 
remain as to whether the factors which 
postponed Iran’s accession to the WTO 
for 23 years have been removed? 

Modoudi says: “The World Trade 
Organization is one of the opportuni-
ties that existed for years and during this 
period we have refrained from trying to 
join the organization under grounds that 
it might damage our domestic produc-
tion. But if we look at the 164 members 

of WTO we can notice that none of them 
have regretted their accession into this in-
ternational organization.”

Iran is considered the largest econ-
omy outside WTO and the beginning of 
negotiations for its accession to the orga-
nization was faced with hurdles created 
by certain countries which have delayed 
the process for 23 years. But as put by 
Modoudi it seems that those hurdles have 
somehow become ineffective and the path 
of Iran joining WTO has been further lev-

is one of the achievements of the Joint 
Comprehensive Plan of Action (JCPOA) 
which should not be underestimated. 
However, he said, inside the country 
there is definitely opposition to our WTO 
accession which can challenge the ac-
cession trend; the challenge is especially 
from those who are generally and as a 
habit against détente and Iran’s relations 
with the world community, oppose im-
provement of Tehran’s ties with Europe 
and the West, or have a negative outlook 
about globalization; those who would be 
among the organized and permanent op-
ponents of these decisions and measures. 

On the other hand, although Iran’s 
economic readiness to join WTO is an 
issue which has always been debated, 
especially after the green light of the US 
and Europe, Soltani believes that Iran’s 
accession to the organization will take 
place through a process and now what is 
important is methods and techniques of 
this course rather than Iran’s prepared-
ness; because the process of Iran’s WTO 
accession will take at least six or seven 
years. Under such circumstances Iran’s 
readiness to join the organization could 
be considered a third or fourth hand issue. 

Soltani believes that the process of 
accession to WTO which is more impor-
tant than Iran’s readiness for this purpose 
is the talks which should be held within 
the organization in order to make the nec-
essary preparations for the accession.

According to the official, Iran’s re-

quest for joining WTO dates back to be-
fore 1993 and during these 23 years it has 
undergone so many political trends and 
tensions that we have not even reached 
the stage of formation of a working 
group. This is while countries with no 
political tension and difficulty with major 
and important members of the organiza-
tion take our 23-year process in less than 
a year. The most important step for Iran’s 
accession to WTO is the formation of a 
working group for Iran’s accession and 
identification of the chair of this group. 
Pointing to some unofficial news regard-
ing the likelihood of Swiss presidency 
in this working group, Soltani said this 
could be a great step for Iran’s acces-
sion to WTO although when the chair-
man of the working group is announced, 
we would still be in the beginning of the 
road. 

Commenting on the six or seven-
year process of accession, the official 
said after formation of the working group 
talks will be held over the agreements and 
Iran’s conditions for accepting them. Af-
ter multilateral and bilateral negotiations 
are held with member states over tariffs 
and their acceptance, sum-up reports of 
the working group will be prepared for 
presentation to the WTO Assembly. Fi-
nally in case of approval of Iran’s acces-
sion to WTO, a one-year deadline will 
be given to Iran for its ratification by the 
Majlis (Parliament) and within Iran. Af-
ter the parliament adoption, the rules and 

Certain WTO Members 
Throw Obstacles in 
the Way of Iran’s 

Membership

P a r t n e r s h i p
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regulations irrelevant with the principles 
of the organization will be reformed. 

According to Soltani, Iran is an ex-
ception in the WTO history because after 
about 9 years since the presentation of the 
trade regime report, the chair of its acces-
sion working group has not been identi-
fied and we have been forced to update 
our trade regime and present it to the or-
ganization. Now Iran’s trade regime has 
been updated and presented again to the 
organization so that member countries 
will put forward their questions and Iran 
will respond to those questions in order to 
make its trade regime transparent for the 
member states. Therefore, prior to paying 
attention to Iran’s readiness for the acces-
sion, which is the last stage, we should 
get prepared for this stage.

In view of this economic activist, 
the question “What would happen to 
Iran’s economy and trade relations with 
its WTO accession”, could have two an-
swers: one is general and could be dis-
cussed now; but the second answer should 
be given with regard to economic situa-
tion of the time we approach accession. 
He considered accession to WTO a gate-
way for further interaction with the world 
economy and outlined the overall effects 
and consequences of accession on the 
basis of experiences of other countries. 
Such experiences indicate an increase in 
the economic growth rate of those states. 
Based on these experiences, usually for-
eign trade of those countries, including 
both import and export, due to tariffs cuts 
has been increased. Also, the experiences 
show that the trade and economic frame-
works of the countries which have joined 
the organization, enjoy international for-
mat and for this reason they are bound 
to conform their trade regulations with 
the WTO principles. In this compliance 
a type of updating and modernization of 
trade and economic rules and regulations 
takes place. 

One of the ill-omened and destruc-
tive phenomena that have faced Iran’s 
economy with serious challenges is the 
high volume of contraband which ac-
cording to some experts and economic 
activists amounts to $20 billion annually. 
Accession to the World Trade Organiza-
tion would push countries towards aver-
age tariff cuts and this would virtually 
lower the charm and economic justifica-
tion of smuggling vis-à-vis legal import. 
This is one of the best advantages that 

WTO accession can bring for the Iranian 
economy; But after accession will what 
is described a smuggling mafia, remain 
silent? To provide an answer to this ques-
tion, Soltani says it would depend on the 
economic situation of Iran at the time of 
accession. He says: “Parts of the benefits 
of accession to the World Trade Organi-
zation or probably the negative effects of 
this accession depend on the power and 
health of our economy. In other words, if 
at the time of accession, Iran’s economy 
was developed and improved compared 
to the status quo, that is to say transpar-
ency and rule of law had increased, tariffs 
were logical, the tariff regime had found a 
proper framework and business environ-
ment was improved, the positive effects 
and achievements of WTO accession 
would be maximized and this smuggling 
mafia or any other elements would not be 
able to abuse the situation. But if this was 
not the case and for example we would 
become a WTO member with the present 
condition, we would probably not be able 
to take optimum advantage of the acces-
sion because our economy is weak. In 
fact, Iran’s economy as compared to the 
past 11 years when our accession to the 
WTO was accepted and we offered our 
trade regime has become weaker. Now 
we have six or seven years and we can be 
hopeful that during this period the coun-
try will move on the track of prudence, 
management, reform and improvement of 
economy and until then we would have 
an acceptable condition.”  

Iran’s WTO Accession 
Has Been Delayed for 

23 Years

P a r t n e r s h i p

Deputy for Banking Affairs, 
Insurance and State Companies 
of Ministry of Economic Affairs 

and Finance, Dr. Hossein Ghazavi 
says the identity and authority of the 
Bank of Industry and Mine (BIM) as a 
development bank in the country is due 
to enjoying specialized work force. 

Speaking at a ceremony to intro-
duce Hossein Askari as a new member of 
Board of Directors of the bank, he said: 
“(CEO) Ali Ashraf Afkhami has been a 
successful manager in the BIM and he is 
a source of pride for the bank and also for 
the banking system of the country.”

Dr. Ghazavi referred to the 
management authority and establishment 
of effective communication within and 
outside the bank by the BIM managing 
director, and reiterated: “Communication 
between this bank and institutions outside 
the bank, especially institutions which are 
active in the area of policymaking and 
maintenance of resources, is an important 
task in which Mr. Afkhami has been 
successful.”

He said: “If the necessary require-

ments are provided, the BIM could direct 
financial resources for funding industrial 
projects in an appropriate form and the 
government could take effective mea-
sures to solve the capital adequacy prob-
lem of the bank.”

The official said one appropriate 
solution could be participation of the 
National Development Fund through al-
location of some resources for increas-
ing capital of the banks. While referring 
to the existing obstacles in the way of 
international activities of Iranian banks, 
the deputy minister said: “I hope techni-
cal obstacles will be removed through a 
sound mechanism in order to enable the 

Specialized Labor Force, Most 
Important Factor for BIM Success

banks to have a satisfactory activity in in-
ternational arena.”

Pointing to Askari’s appointment as 
a new member of the Board of Directors, 
he said: “Presence of individuals in the 
board of directors who in addition to their 
banking knowledge also enjoy satisfacto-
ry technical knowledge can lead to sound 
decisions making and correct orientations 
in the bank.”

Afkhami, Chairman of the BIM 
Board of Directors and Managing 
Director also said: “The bank is on the 
threshold of the 60th year of its activity 
and there is no province in the country 
not to have received funds from the Bank 
of Industry and Mine to implement its 
industrial projects.”

He added that the bank, in the past 
two years, had opened L/Cs worth over 
$10 billion in the field of basic industries 
and financed over 200 industrial projects 
through the National Development Fund 

and Chinese credit line.
Noting that 120 small, medium 

and large industrial projects were 
implemented and put into operation last 
year by the bank, he said: “In case capital 
shortage is solved we will be witness to 
more achievements by the BIM.”

The BIM chief also announced 
increase in the bank’s capital from 21,000 
billion rials to 40,000 billion rials through 
its renewed evaluation and outlined 
activities in international arena and 
through Iran-Europe Commercial Bank.

He called increase in the capital 
of the bank through the National 
Development Fund a proper mechanism 
and said: “Creation of transparency in 
the activities of organizations under the 
incumbent government enjoys special 
importance and this is properly followed 
in the Bank of Industry and Mine.”

Paying special attention to the 
small and medium-sized industries and 
compliance of the activities of the banks 
with Islamic Sharia were among other 
issues Afkhami spoke about as ongoing 
projects of the BIM. 

Afkhami has been a 
successful manager in the 

BIM and he is a source 
of pride for the bank 

and also for the banking 
system of Iran.

B a n k i n g
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Iran is exploring a return to interna-
tional debt markets for the first time 
since 2002, a senior government of-

ficial said, as the Islamic Republic seeks 
to finance an economic recovery a year 
after a historic nuclear deal that offered 
it a route out of isolation.

Economy Minister Ali Tayebnia, 
whose ministry is at the forefront of se-
curing Iran’s access to the global finan-
cial system, said in an interview in Teh-
ran that he expects his country to secure 
a credit rating in the “near future,” a step 
that could help attract bond investors. 
Iranian officials are “negotiating with all 
the rating agencies,” he said.

Ten months before his first term 
ends, Iranian President Hassan Rouhani 
is seeking to turn his landmark diplomat-
ic success into tangible economic benefits 
for Iran’s 80 million people. His bid to 
lure billions of dollars in foreign invest-
ment needed to rebuild infrastructure has 
been hindered by the concern of global 
banks they might fall foul of U.S. Trea-

sury sanctions not lifted under the July 
2015 accord. Tehran has also heavily 
criticized moves by Republican lawmak-
ers in Washington to roll back the deal.

“In the area of banking relations, es-
pecially big banks, we are still faced with 
some problems,” Tayebnia said. “How-
ever, some of these problems, gradually 
and over time, will be resolved.”

What follows is the text of the 
interview:

What is your forecast now for 
Iran’s economic growth, for this year 
and for next year, what will GDP 
growth be?

Well you know that after the broad 
sanctions against Iran were applied, 
for two consecutive years the growth 
of Iran’s economy became negative. In 
1391 (2012), we had negative economic 
growth of 6.8 percent and for the year 
1392 (2013) we had negative economic 
growth of 1.9 percent, of course since all 
the policies and plans of Dr. Rouhani’s 
government were adopted, we were able 
to turn that negative economic growth 
positive, and did so under the contin-
ued circumstances of sanctions. In 1393 
(2014), our economic growth was posi-
tive, by 3 percent and in 1394, despite the 
severe decline in oil prices, our economic 
growth remained positive, although it 
was limited to 1 percent growth.

For the current year, our forecast is 
that we can reach 5 percent economic 
growth, both Iran’s oil production and 
exports have seen a particular increase 

and this increase of oil production can 
also prepare the ground for increased 
production in other sectors.

An optimism and hope is now 
evident and governs economic actors 
and has prepared the climate for more 
foreign investment in Iran’s private 
sector. Improvements in the business 
climate have meant we’ve promoted 
Iran’s ranking from 152 to 117 and we’ve 
forecast that in the current year we will 
see a recovery in Iran’s situation and God 
willing this trend will continue.

Reforms that have taken place in the 
country’s financial system, in the banking 
system and the capital markets and in the 
participation of the banking system and 
our capital markets in improving financing 
for economic activity, on the whole these 
developments mean that we can achieve 5 
percent economic growth this year.

For the years ahead, for years that ap-
ply to the Sixth Economic Development 
Plan, we’ve planned for 8 percent eco-
nomic growth and we think that achieving 
this growth is possible if these plans and 
the common determination that has taken 
shape right now between the country’s of-
ficials and the people, continues.

We’ve forecast significant plans 
for implementing structural reforms for 
the country’s economic institutions, the 
policies of the “Economy of Resistance” 
whose purpose is to raise the country’s 
production capacity, have been approved 
and implemented. These policies are poli-
cies that have been very carefully set and 
designed according to Iran’s economic 
circumstances and a complete pathol-
ogy of the problems and barriers to Iran’s 
growth has been put into practice and 
these policies are based on this pathology 
and therefore we are hopeful that with the 
full implementation of these policies, in 
the years ahead, we can reach that objec-
tive of 8 percent economic growth.

You said that the limitations on 
oil no longer exist but in other areas 
the removal of sanctions hasn’t been 
effective, which areas are those and 
why has that been the case?

Mainly in the area of banking rela-
tions, especially big banks, we are still 
facing some problems and limitations; 
however some of these problems, gradu-
ally and over time, will be resolved. Some 
of this is maybe because of the failures 
of the counterparts in Iran’s negotiations 
and naturally Iran’s expectation is this — 

Global Bond Markets 
Right now we have 
serious offers from 

authorities in capital 
markets in various 

foreign countries and, 
they’ve made requests, 
insisting for us to issue 
bonds in their markets.
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and Iran has implemented all of its own 
obligations — it expects that the oppos-
ing sides also fulfill their own obligations 
into practice.

But you are in talks with foreign 
and European banks at the moment?

Yes, these negotiations are taking 
place and they will continue and we are 
hopeful that we will reach a normaliza-
tion of relations between Iran and foreign 
banks.

How long do you think this 
will take? When will we see a large 
European bank enter Iran?

Right now in terms of the sanctions 
we’re not really facing any official limita-
tions. In the area of money laundering and 
terrorism financing, considering the recent 
statement that was issued at Busan [FATF 
statement in Korea] and the limitations 
against Iran that were removed, practically 
we don’t really have any more barriers or 
problems therefore our natural expectation 
is that in the very near future, these practi-
cal limits will be removed and the relation-
ship between Iranian banks and foreign 
banks become fully normalized.

Do you think the U.S. Treasury is 
doing enough to help in this matter? 
Right now I think Dr. Seif was meant 
to meet with the Treasury in London, 
which was cancelled in the end, perhaps 
you can tell me?

We recognize effective cooperation 
when we can see its effects and outcomes 
in practice. If in practice we can’t fully 
see the results, then the logical conclu-
sion is that the measures that should’ve 
taken place have not, at least in terms of 
taking effect, actually taken place.

But right now you expect this to 
gradually happen?

Certainly our natural expectation is 
that this cooperation takes place. Just as 
we have completely and swiftly complied 
with our commitments and shown that 
we only have peaceful intentions when it 
comes to using nuclear energy, the oppos-
ing side must also fully put its commit-
ments into practice and show its goodwill 
in the first instance.

And I wanted to ask you about 
Fitch and foreign ratings agencies. It 
seems Fitch was here one month ago 
can you tell me what stage those talks 

rules, they cannot upgrade by more than 
one level at a time.

We’re in the process of negotiations 
with other important ratings agencies 
and in the near future we will see the an-
nouncement of Iran’s rating, when condi-
tions are favorable.

The last time Iran issued a 
Eurobond, the last time a Eurobond 
came into maturity was in 2008 I think, 
when do you think Iran will again issue 
a bond?

Right now we have serious offers 
from authorities in capital markets in var-
ious foreign countries and, they’ve made 
requests, insisting for us to issue bonds 
in their markets. As an example, just last 

are at? Where have discussions got to?
Our colleagues are negotiating with 

all the ratings agencies. Recently we’ve 
seen that the OECD upgraded Iran’s rat-
ing by one level, of course we had ex-
pected we’d be upgraded further and in 
their negotiations with us they stated that 
the conditions in Iran are more favor-

able and that in the past few years when 
Iran’s ranking dropped, it wasn’t because 
of conditions in Iran’s economy, but be-
cause of sanctions and political reasons. 
Therefore in reality, the foundations were 
there for Iran to be upgraded by several 
levels but we were told that on the basis 
of the criteria within their own statute/

week when South Korea’s supervisory 
authority visited Iran, they were insistent 
about their willingness to issue Iranian 
bonds in South Korea and it’s now us 
who has to decide whether we are will-
ing to start issuing or not. They also sug-
gested that in first stage we should issue 
$1 billion and then issue a further billion 
dollars in the proceeding weeks.

From this point of view I think Iran 
was always a country with good ac-
counts. In our past history you will never 
see us ever having defaulted on payments 

of loans. Our currency inflows are high, 
the ratio of debt to production and the 
rate of Iran’s export revenues is very, very 
low. One of the lowest ratios of all world 
countries in terms of debt to production 
and export, belongs to us. And if in the 
past few years we had some limited cases 
where there was a lull in Iran’s payment 
or return of debts it’s mainly because 
of sanctions and because the channels 
for transferring money to Iran had been 
closed.

Overall Iran is a country with good 

Iran is a country with 
good accounts and right 
now the groundwork for 

issuing bonds and various 
Iranian debt securities 

in international markets 
exists and I am sure 

that in the future this 
situation will improve.
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accounts and right now the groundwork 
for issuing bonds and various Iranian 
debt securities in international markets 
exists and I am sure that in the future this 
situation will improve. Right now we 
have around something like $45 billion 
worth of signed agreements with various 
countries for financing Iranian projects. 
A proportion of these are at the state of 
negotiating the terms and conditions of 
the financing, some of them have reached 
an outcome and have been determined 
and some of them are at the final stage of 
negotiation.

We are reaching the stage where we 
are deciding how those clearly defined 

projects, whether they are private sector 
projects or projects that are government-
sector, will be introduced to foreign enti-
ties for financing.

When we’re able to agree with big 
foreign countries about securing $45 bil-
lion of financing and there’s still room 
for further agreements, it’s because those 
who secure financing are hopeful about 
the future of Iran’s economy and they 
know that the future of Iran’s economy 
is bright and they have confidence in the 
profitable opportunities that investing in 
Iran can bring, and that Iran will be ca-
pable of repaying funds in a timely and 
regular manner.

When the JCPOA was implement-
ed the president said that Iran needs 
$30-50 billion of foreign investment a 
year, in the 6th development plan this 
has been outlined, now considering the 
limitations that you’ve mentioned still 
exist, do you think you can still reach 
that volume of foreign investment?

Firstly what he said wasn’t foreign 
investment, but rather foreign financial 
resources. One of the means of securing 
foreign financing is direct foreign invest-
ment, or FDI. There are other means too 
that exist. I’ve just said that we’ve have 
around $45 billion of agreements and 
naturally when an agreement is signed, 
for it to get to the implementation stage 
it takes a number of months for the con-
ditions to be discussed, especially when 
there is an interruption in the relationship 
between Iran and financial lending insti-
tutions. It seems to me that securing fi-
nancing, to the extent that our long-term 
programs have forecast, is entirely pos-
sible. It’s natural that when a car that has 
stalled and wants to start moving, at first 
it will come under more strain and will 
need a higher driving force, after that it 
will move with more ease.

And it seems right now in the 
U.S. some lobby groups are trying to 
block the contract with Boeing, are you 
worried about this? It seems that the 
right wing want to, given that a year 
has passed, to disrupt the deal?

Maybe we are not really that 
sensitive about this deal. It’s not as 
important to us as it is perhaps for the 
Americans. There are other companies 
in the world that can provide for our 
needs and also we have more important 
needs with a higher priority, in the plans 
that we’ve designed maybe it does not 
have the status that it’s been given in the 
media. The American side has more of a 

There are very profitable 
opportunities in Iran, and 
if foreign funding is put 

to use for these beneficial 
opportunities, it can 

establish a highly efficient 
and low risk outcome for 

the foreign party.

need to close this deal with Iran. What’s 
important for us is strengthening Iran’s 
production capability and preparing the 
ground for developing the country’s 
wealth and entrepreneurship potential, 
and that will mainly come as a result 
of investment. In terms of investment, 
our priority is to fully use the existing 
capabilities and potential in the country.

We have some great opportunities 
inside the country and in the past 
these opportunities haven’t been used 
effectively. Iran’s situation, compared 
with many countries which have faced 
severe limitations on financial resources, 
is very different, our main restriction 

Our main priority is 
to promote the role 

of efficiency in Iran’s 
economy and this 

efficiency and its growth 
will naturally be applied 
to the area of financing. 

has never been about limited financial 
resources, but because of huge revenues 
from oil and gas, we haven’t really faced 
any particular limitations and perhaps one 
of our problems has been that on this level 
we haven’t faced any limits — a country 
that has to face limited financial resources 
has a better appreciation for the value 
of those resources and tries to use them 
more effectively and more optimally. 
In the past because in Iran such limits 
didn’t exist, subsequently efficient use of 
financial resources didn’t take place.

Our main priority is to promote the 
role of efficiency in Iran’s economy and 
this efficiency and its growth will naturally 

be applied to the area of financing. If we 
can effectively use the financial resources 
that exist and are within our reach, then 
the groundwork for achieving greater 
economic growth will be established. 
But of course we’re not apathetic with 
regards to the international economy and 
the existing opportunities that the global 
economy offers. We will certainly look to 
foreign markets. We want to export our 
own products abroad. We are certainly 
willing to use existing financial resources 
in the global economy, and of course this 
is a two-way exchange. Just as using 
foreign funding can be beneficial for us 
it’s also beneficial for financiers. You 
know that right now, what’s abundant in 
the world is financing, and financing is 
being offered with very, very low rates. 
There are very profitable opportunities in 
Iran, and if foreign funding is put to use 
for these beneficial opportunities, it can 
establish a highly efficient and low risk 
outcome for the foreign party. Therefore 
my take on this is that it’s a win-win game 
in which actually the foreign side can see 
a higher benefit. 
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McLellan and Partners – A British Consultant is Back
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to long before then. Over 
that period, the Company has 
served more than 630 Clients 
in close to 90 countries, 
working on more than 3,500 
projects. As you may tell from 
that ratio, we have worked 
for each of our Clients, on 
average, five times – repeat 
and return custom from 
satisfied customers is a key 
driver of business for us. Our 
work spans strategy studies, 
due diligence and feasibility 
– commercial, technical 
and financial, to a bankable 
standard, engineering design 
and project management. We 
also support the insurance 
sector on industry related 
claims and risk management.

2. What is McLellan’s 
track record in the energy, 
energy efficiency and 
renewable energy fields? 
In your projects how much 
attention is dedicated to 
environmental aspects?

McLellan actually started 
off in business providing con-
sulting engineering services to 
the electrical, power genera-
tion and distribution sectors, 
before expanding into process 
and heavy industry. Power 
distribution in the built and in-
dustrial environment remains 
a core part of McLellan’s 
work, and with the escalating 
need to cut back on fossil fuel 
generated emissions, energy 
efficiency and optimizing the 
fuel mix have moved further 
up the list of priorities.

Combined Heat and 
Power is a key area of focus 
for us. One of our recent CHP 
projects was in the Caspian 
region in fact, involving the 
Front End Engineering Design 
for a 15 MW gas-turbine-
based CHP installation to 
serve the Dunga Phase 2 

oilfield in Kazakhstan.
Biofuels are an area that 

we see major and rising interest 
in – notwithstanding the recent 
fall in fossil fuel prices. One 
CHP project we are working 
on has an anaerobic digestion 
option to replace part of its 
purchased natural gas intake 
in Phase 2 – just helping our 
Client to navigate through the 
fast changing incentives for 
both technologies could be 
a study in itself! Our energy 
studies are often for industry 
clients – for example we 
have done a study of Refuse 
Derived Fuel options for an 
Egyptian steelmaker. We have 
recently been asked to scope 
an assignment in energy from 
animal waste.

3. Since when has 
McLellan been present in 
the Iran market and can 
you tell us about some of the 
projects?

Some of our earlier project 
references highlight how long-
standing our presence in Iran 
is, with the client recorded 
as being “National Iranian 
Steel Industries Company” 
(NISIC), which was merged 
into NISCO after the Islamic 
Republic was established. Our 
first in-country project was in 
1975. Some of our work in-
country since then includes, in 
steel, appraising steelmaking 
development options for 
Kerman Steel Industries 
and for Hormozgan Steel 
(HOSCO); support across 
the project lifecycle through 
tendering to expand capacity 
at Mobarakeh Steel; and a 
feasibility study for a direct 
reduction, steelmaking and 
billet casting complex planned 
for Samangan Iron and Steel 
in the Kerman Province of the 
country. In copper, McLellan 

carried out an operational 
review at Shahid Bahonar 
Copper Industries in Kerman, 
to enhance product quality 
and cost control. Away from 
minerals and metals, for 
Bandar Imam Khomeini’s 
petrochemical cluster, we 
carried out commercial and 
managerial audits at three 
of National Petrochemical 
Company’s complexes.

4. What kind of proj-
ects and industries McLellan 
is ready to participate in?

We are technical, 
commercial and economic 
consultants as well as project 
managers to the heavy and 
process industries – including 
metals, minerals and building 
materials – as well as to the 
energy industry, which makes 
for a good fit given how 
energy-intensive our target 
industries typically are. With 
some project enquiries we 
routinely have to judge where 
our skill set can add real value. 
An example of this would 
be the upstream oil and gas 
industry: offshore exploration 
and production technology 
naturally needs its own experts 
and in an assignment where 
this constituted the principal 
content of the advisory work, 
we would not expect to be 
the lead advisor to the final 
Client. We would, however, 
be comfortable advising, for 
example, on steel procurement 
strategy, or on the electrical 
engineering aspects of the 
project.

5. What is your 
recommendation for market 
development of mines and 
metallurgy industries and 
energy of Iran?

It is clear that there is a 
deficit in pelletizing capacity 

in Iran, in relation to direct 
reduction capacity already 
in place and being built, and 
the country’s focus on this 
stage in the supply chain is 
understandable. We would 
estimate that Iranian DRI 
capacity is around 21 million 
tonnes per year, although it is 
not being utilized at very full 
levels amid rather weak market 
conditions in 2016. Over the 
next five years, we are aware 
of a volume of projects that 
suggests that DRI capacity 
will increase by another 13 M 
t/y to around 35 M t/y – that 
implies more than 50 M t/y 
of pellet and a slightly higher 
volume still of concentrate 
upstream of that being needed 
by just after 2020. A critical 
decision that has to be taken is 
whether un-agglomerated ore 
exports are allowed freely, on 
a “let the market alone decide” 
basis, or whether the emphasis 
is on balancing Iran’s internal 
requirements. Compared with 
three years ago, the much 
weaker international iron ore 
market has taken some of the 
strength out of the argument 
that ore exports should be 
prioritized.

In the period during 
which the current generation 
of DRI and meltshop units 
being built comes on stream, 
Iran faces another decision 
– what level of further steel 
capacity increases to aim for. 
Iran is currently producing 
16-17 M t/y of crude steel 
which is less a 70% utilization 
of installed capacity. We are 
aware that there is a strategic 
ambition to take capacity to 
roughly double steel capacity 
to over 50 M t/y in the next 
10 years. Some humility is 
needed from a consultant such 
as McLellan re-engaging fully 
with a market after a few years 

of partial absence enforced by 
restrictions at the height of the 
sanctions period. Nonetheless, 
we would respectfully advise 
a cautious and selective 
approach to capacity increases. 
The prospects for an early 
return to world steel market 
conditions experienced over 
c.2003-2011 are not good, 
and some commodity steel 
markets – reinforcing bar 
in the Mediterranean comes 
to mind – look dangerously 
prone to overcapacity. Of 
course, Iran’s growth potential 
is great and this is a market set 
to outperform. The best place 
to start in terms of downstream 
capacity increases could 
be where Iran’s demand is 
strongest: serving the oil 
and gas industry. There are 
potential supply gaps in 
seamless pipe, plate and its 
semi-finished feedstock, 
slab. These are high-value, 
knowledge-intensive product 
segments where investment 
will be less vulnerable to 
competitive pressures and 
“commoditization” – and the 
investments will go the most 
strategically crucial end-use 
sector for the Iranian economy.

6. Where are McLel-
lan’s offices and branches 
around the world?

We have our headquar-
ters in Woking just outside 
London, and a permanent sat-
ellite office in Wales partly 
for historic reasons – this is 
one of the UK’s steelmaking 
heartlands – and partly be-
cause it’s also the site of our 
Group sister company, electri-
cal and mechanical engineers 
JW Morris. Over the years we 
have had many international 
project offices – we currently 
have a resident project man-
ager and team on client site 

in the Khalifa Industrial Zone 
of Abu Dhabi providing Proj-
ect Management Consultant 
services for the Al Gharbia 
Pipe Company, a new large-
diameter pipe mill. We have 
consistently found that a flex-
ible approach, responding to 
client needs, works best in a 
project-based business. That 
is our overall philosophy, 
however when circumstances 
call for it we invest in having 
a constant in-country repre-
sentation, before, after and 
between projects. Iran is one 
such case – the re-opening of 
a market of such potential, and 
in which we have long wished 
to return, is not something that 
happens every day. It’s time to 
sound out our natural clients 
to be aware of what they need, 
so we are working on setting 
up the appropriate in-country 
arrangements to support this.

7. How can McLellan 
have a role in negotiations 
between foreign investors 
and Iranian mining 
industries?

We are routinely working 
either directly for banks, Inter-
national Financial Institutions, 
and Export Credit Agencies or 
on behalf of investors seek-
ing to engage with ECAs and 
lenders. We are ready to bring 
this experience to bear once 
again in Iran.

8. What mechanisms 
do you suggest for investing 
in the mineral and metals 

McLellan and Part-
ners Ltd, the Wok-
ing, England-based 

firm of consulting engineers 
with a history of working in 
Iran dating back to the 1970s 
is mobilizing to fully re-en-
gage with Iranian industry as 
conditions for international 
collaboration improve after 
some particularly difficult 
years. The Company, which 
provides independent techni-
cal and economic consulting 
advice as well as project man-
agement services to the fer-
rous and non-ferrous metals, 
infrastructure, power, build-
ings and insurance sectors, 
is profiled by its managing 
director Chris Breckon as he 
updated Iran International on 
the Company’s recent work 
and plans.

 
1. Would you please 

outline the background and 
experiences of the company 
in mines and metallurgy 
industries? 

We are a few years 
away from celebrating our 
100th birthday - McLellan 
and Partners was founded in 
1927. Over such a long period 
it would have been difficult 
to maintain detailed records 
of all the projects we have 
participated in, but we do 
keep a systematic scorecard 
since the year 1990 – although 
our presence in Iran goes back 

industries of Iran? And in 
the energy sector?

There is clearly a wish 
to attract private investment 
beyond such immediate 
privatization targets as the 
seven “baby” DRI-billet mills 
being currently built. For 
larger existing complexes, it 
may make sense to identify 
key operational efficiency 
improvements as a “low 
hanging fruit” that will in 
turn make it easier to attract 
international investors on 
more favourable terms. So 
overall, the approach we would 
recommend is to start with 
selective, reward-maximizing 
investments, and target greater 
volume targets at the second 
stage. McLellan is ready 
to assist with the technical 
and economic study effort 
to achieve the operational 
improvements, and with 
establishing bankability for 
newbuild, M&A / IPO and 
other growth and restructuring 
steps that may be needed.

We suspect that there are 
significant investment needs 
in power plant, especially 
based on Combined Cycle 
Gas Turbine technology, 
but in order for these to be 
pursued most effectively for 
Iran, a period of intensive re-
immersion in international 
contracting practices would 
be timely as these have 
evolved over the past several 
years during which Iran 
had restricted access to the 
international market. 

McLellan

Mr. Chris Breckon, 
Managing Director of McLellan
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By: Ashkan Madani

At a recent meeting of the Shang-
hai Cooperation Organization in 
Uzbekistan, Iran’s request for 

permanent membership was not accepted 
by all the members of the organization. 
This was not the first time that Iran’s 
membership application was being turned 
down. This came at a time that conditions 
seemed to be ripe for Iran’s full mem-
bership in the intra-regional treaty more 
than any other time. The recent intention 
of the organization to expand its borders 
and its agreement with the permanent 
membership of India and Pakistan during 
the last year session as well as removal 
of the international sanctions against 
Iran and Russia’s open support, as one 
of the most important SCO members, for 
Iran’s membership in its recent meeting 
all had placed great hope that this time 
Iran would pass through the barrier for 
entry into the organization and gain full 
membership in this important economic, 
political and security bloc. But in spite of 
all these predictions Iran’s full member-
ship once again was not approved by all 
the SCO members.

Since Iran’s first membership ap-
plication in 2008, the main reason for 
opposition to Iran’s permanent member-
ship had been the international sanctions. 
In fact, according to the SCO articles of 
association, countries demanding perma-
nent membership should not be subject 
to the UN sanctions. Prior to the recent 
nuclear agreement last year, Iran was sub-
ject to the sanctions imposed by the UN 
Security Council and this had blocked 
Iran’s full membership in this organiza-
tion. But realization of the Joint Com-
prehensive Plan of Action (JCPOA) and 
normalization of Iran’s foreign and trade 
relations with the world removed the 
main hurdle in the way of Iran’s member-
ship. Now the question is why in spite of 
the removal of the sanctions, our demand 
for SCO membership has been opposed 
again? In other words, what are the other 
factors causing limitations that make the 
trend of Iran’s membership in this organi-
zation longer than before?

At the first glance, to answer this 
question seems rather difficult. Iran’s 
SCO membership from many aspects 
can be considered a pleasant develop-
ment for the key members of this treaty. 
Independent foreign policy, strategic situ-
ation in the Middle East, enjoying giant 

hai Cooperation Organization and some-
how establish a balance against Western 
countries. On this basis and with regard 
to the consensus between Iran and Rus-
sia about the current crisis in the region 
Moscow’s support for Iran’s membership 
in the organization was expected.

But the important point relates to 
China’s position. Based on unofficial re-
ports consideration of Iran’s SCO mem-
bership has been postponed to a later time 
upon the Chinese request. This is while 
China’s political and economic relations 
with Iran over the recent decades have 
always been warm and growing. Escala-
tion of the nuclear crisis and the sanctions 
imposed by the West resulted in further 
acceleration of relations between Tehran 
and Beijing during the past decade. Chi-
na’s becoming Iran’s major trade partner 
and the largest buyer of Iran’s crude oil in 
recent years along with numerous visits 
of high-level officials of the two countries 
indicate the warmth in bilateral relations. 

Beside the extensive commercial 
and political ties, China, all throughout 
the nuclear conflict, by encouraging the 
two sides to conduct direct negotiations 
in order to reach a diplomatic solution, as 
well as adopting a neutral stance in the 
course of the negotiations played a posi-
tive role in bringing the talks to a fruitful 
end. The Chinese also acted positively 
in the developments related to the post-
sanctions era. The official visit of the 
Chinese president to Iran after 12 years 
and just a week after implementation 

Iran’s Members hip in Shanghai 
Cooperation  Organization!

energy resources, developed manpower, 
and an economy with high potentials for 
growth are among cases that make Iran’s 
closeness with and membership in SCO 
acceptable, especially for China and Rus-
sia. In spite of this, it seems that the two 
major players of the organization - Russia 

and China –, in examining Iran’s mem-
bership demand, have considerations 
beyond the mere presence of Iran in this 
treaty; considerations that stem from the 
aims, conditions and current different po-
sitions of the two countries in the interna-
tional order. 

In this analysis Russia’s support for 
Iran’s membership in the Shanghai bloc 
should be sought in Moscow’s tense rela-
tions over the past two years with Europe, 
its concerns about the developments in its 
western borders, especially in Ukraine 
as well as establishment of the US mis-

sile shield in Eastern Europe. Under 
circumstances that Russia is faced with 
diplomatic isolation among European 
countries, it is trying to improve bilateral 
relations with more convergent countries 
such as China and Iran and further acti-
vate regional treaties such as the Shang-

of JCPOA as well as signing of several 
economic and commercial agreements, 
particularly inking of a 25-year-old co-
operation document, all were indicative 
of determination of the leaders of the two 
countries for promotion of relations in all 
fields in the post-sanctions era. 

By taking the above-mentioned 
points into consideration, it seemed that 
China by supporting Iran’s permanent 
SCO membership would further strength-
en the grounds for bilateral cooperation. 
But this did not happen in practice. In the 
analysis of China’s position perhaps re-
marks made by representative of Russia 
after the Tashkent meeting can somewhat 

What Are the Main 
Hurdles in the Way of 

Iran’s SCO Membership?
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clarify the complexity of China’s foreign 
policy with regard to Iran. Hakimov, while 
highlighting the agreement in principle of 
all members with Iran’s admission, re-
ferred to the time of Iran’s entry into the 
organization. In other words, China was 
not opposed to Iran’s membership but did 
not consider the time appropriate. 

In the eyes of the elite ruling China, 
relationships between the two countries 
are capable of being further upgraded to 
strategic level. Among cases that high-
light Iran’s position in China’s foreign 
policy mention can be made of an inde-
pendent foreign policy, top geopolitical 
position in the region as the connecting 
link of North-South and East-West corri-
dors, key presence in the Silk Road reviv-
al project, the safest route to connect Cen-
tral Asia to international waters, having 
giant potentials in energy production, and 
being the only possible land route to the 
oil-rich Persian Gulf region. Presence of 
such privileges in the relations between 
the two countries has further encouraged 
China to become interested in consoli-
dation of relations with Iran. Therefore, 
China’s opposition to Iran’s membership 

in the Shanghai Cooperation Organiza-
tion cannot be interpreted as presence of 
a conflict of strategic interests of the two 
countries. The reasons for such opposi-
tion should be sought outside the nature 
of bilateral relations which to some ex-
tent pertains to China’s concerns over the 
trend of future developments about the 
fate of JCPOA and also the restrictions 
resulting from China’s foreign policy vis-

à-vis the Middle East. Three factors could 
be effective in periodic opposition of Chi-
na to Iran’s membership in the SCO:

1- Future of JCPOA
Concern over sustainability of 

JCPOA is definitely one of the most im-
portant issues that hinder realization of 
the high potential for expansion of bi-
lateral relations in the short and medium 

terms. Iran’s historic nuclear agreement 
was reached after months of sensitive 
and lengthy negotiations between the 
two sides. Apart from the provisions of 
the contract and the process of its imple-
mentation which in its turn will have a 
lot of technical complexities, political 
opposition with the agreement inside the 
country and in the US political circles has 
been remarkable. The Republicans who 

control the two US legislature bodies 
have so far made great attempts to defeat 
the negotiations and JCPOA. Although 
the Obama administration, with the co-
operation of the minority Democrats, has 
so far been able to prevent the Congress 
from passing motions opposing JCPOA, 
the Congress has approved plans such as 
US travel restrictions for those who have 
traveled to Iran or enactments for sei-

zure of Iran’s assets to escalate tensions 
around the nuclear agreement. On the 
other hand, with the approach of the US 
presidential elections and identification 
of the candidates of the two main parties, 
it seems that the next administration, no 
matter from which party, would take an 
even tougher position against Iran.

Meantime, inside Iran JCPOA before 
being evaluated as a national achieve-
ment was turned into a cause for con-
frontation of different political factions 
– especially during the 10th parliamentary 
election campaign. Although the moder-
ates and the reformists in the light of the 
psychological atmosphere created by the 
nuclear agreement could win the major-
ity parliament seats and thereby provide 
an appropriate political support for the 
agreement and foreign policy of the Rou-
hani administration, the slow trend of the 
developments related to the sanctions re-

Have China and Russia 
Reservations over Iran’s 
Full SCO Membership?

I n t e r n a t i o n a l i z a t i o n
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moval and lack of cooperation by the US 
administration in providing the possibil-
ity for Iran to gain access to the financial 
system of that country in practice did not 
provide much facilities for the Rouhani 
government to create tangible changes 
in the economic condition of the country 
in the short term. Of course, lifting of the 
sanctions and normalization of trade rela-
tions with the world in the long term will 
help improve the economic conditions 
but the recent unprecedented stagflation 
that is the result of the wrong economic 
policies of the previous government has 
provided opponents of the government 
with an opportunity to weaken Presi-
dent Rouhani’s social status by attacking 
JCPOA and its achievements to such an 
extent that there are even talks about the 
possibility of Rouhani’s failure to run and 
win a second term. 

The question as to who will come to 
power both in the US and (after one year) 
in Iran and what will be their attitude and 
approach towards the nuclear agreement 
could have serious impacts on JCPOA 
future. It seems that part of China’s con-
cern is due to the same unknown status 
in relation to the future of JCPOA. In 
this analysis the risk of Iran’s SCO mem-
bership will be high because on the two 
sides of JCPOA major political devel-
opments are not much predictable. The 
current relative cooperation atmosphere 
in implementation of JCPOA can be af-
fected by future developments in the do-
mestic political arenas of the US and Iran 
and quickly turn direction to confronta-
tion and disagreement. In case of Iran’s 
membership in the organization, JCPOA 
could turn into a challenge for all mem-
ber countries, including China. From this 
angle, the Chinese government will prob-
ably remain waiting for a change in do-
mestic developments in Iran and the US 
and until it is not certain about the future 
survival of JCPOA it will not make any 
tangible change in its policy toward Iran. 

2. Policy of Peaceful Development 
China, since Deng Xiaoping came 

to power, has adjusted its foreign policy 
towards adoption of a more sophisticated, 
more active, less confrontational, and 
more pragmatic diplomacy in interna-
tional affairs. Within this framework one 
of the main objectives of China’s foreign 
policy has been to assure regional and 
world countries about its peaceful power 
in the international arena. Realization of 

this issue has been possible only through 
following the norms dominating interna-
tional relations. In this regard, China, by 
playing a more active role in international 
organizations, in addition to increasing its 
international legitimacy, has tried to pres-
ent a positive image of itself as an account-
able power in the world. The importance 
of presenting a positive image of China in 
the world is so high for the leaders of that 
country that one of the main reasons for 
its cooperation with the US in some global 
conflicts such as the North Korea crisis 
has been in line with Beijing’s attempt to 
improve its international image. Also, in 
practice, it appears that China’s pursuit of 
the peaceful development policy has been 
successful to such an extent that based on 
a BBC World News poll among 33 coun-
tries in 2015, nearly 45 percent of the 
world public opinion have a positive view 
towards China and only 27 percent have a 
negative stance.

In contrast, unfortunately our coun-
try is not in a good condition in terms of 
the world public opinion. Based on the 
aforementioned poll only 18 percent of 
the world people have a positive view to-
wards Iran and 47 percent have a negative 

attitude. Existence of a negative attitude 
towards our country among the European 
countries and North America has been 
the highest to the extent that it ranged 
from 60 percent in the Netherlands and 
73 percent in Canada to 84 percent in 
Germany. This issue along with Iran’s 
totally different view of Western govern-
ments with regard to regional issues and 
the international order has caused that the 
political cost for promotion of relations 
with Iran to strategic level to be high for 
Beijing and in contrast with its efforts 
over the recent decades to present Chi-
na as a liable world power. Also in line 
with the policy of peaceful development, 
China has always been trying to present 
the SCO as an organization for coopera-
tion among Asian countries rather than 
a political alliance against the West and 
NATO. China’s reluctance to admit Iran 
as a full member in the Shanghai bloc can 
be evaluated from this angle as well. 

3. Adoption of Economic Diplo-
macy in the Middle East

On the topic of relations with the 
Middle East countries, China’s diploma-
cy generally follows two macro policies. 

First, Beijing is after bilateral cooperation 
and expansion of friendly relations with 
all important countries in the Middle East 
region. This approach is based on the gen-
eral principles of China’s foreign policy 
for developing relations with all countries 
on the basis of mutual respect, respect for 
national sovereignty and nonintervention 
in the internal affairs of other countries.

Unlike the US, which in recent de-
cades has had military and tough presence 
in the region, the Chinese government is 
interested in expanding trade and politi-
cal relations, and in fact soft presence in 
the Middle East. The economic basis of 
China’s relations with the Mideast coun-
tries requires Beijing to remain neutral 
in the conflicts of the regional powers. 
Observance of the principle of neutrality 
and non-interference in the affairs of the 
region and the pursuit of economic diplo-
macy for the Chinese companies to gain 
access to the regional markets has led to 
a tremendous growth in China’s trade 
relations with almost all countries in the 
Middle East during the past 10 years. The 
remarkable point here is the high volume 
of Beijing’s commercial relations with 22 
Arab countries in the Middle East and in 
North Africa compared to Tehran. These 
countries collectively have been turned 
to the 7th large trade partner for China in 
recent years.

The second issue in relation to Chi-
na’s approach toward the Middle East 
is Beijing’s priority in securing the en-
ergy needed for its continued economic 
growth. According to a report by the Inter-
national Energy Agency, China’s import 
of over 6 million barrels of oil per day in 
2014 showed its largest dependence on oil 
imports in the world. It is also predicted 
that up to 2035, over 25 percent of the to-
tal energy consumed in the world will be 
consumed in China. Such a high volume 
of energy consumption has turned main-
tenance of energy security within China 
to one of the most important priorities 
of its foreign policy. The Middle East in 
this regard is a region with strategic im-
portance for Beijing. The Mideast coun-
tries in 2014, supplied over 52 percent of 
China’s oil imports requirements. Mean-
while, Saudi Arabia has been the largest 
oil exporter to China in recent years. Also 
Arab countries in total supplied over 30 
percent of China’s oil requirements. In the 
meantime, Iran’s share in China’s energy 
market under the sanctions years gradu-
ally reduced and ultimately its oil exports 

amounted to only nine percent of China’s 
total oil imports in 2014.

Pursuit of economic diplomacy and 
the importance of maintaining energy have 
turned preserving neutrality in regional 
conflicts to a necessity in China’s foreign 
policy. Under circumstances in which ten-
sions between Iran and Saudi Arabia have 
reached an unprecedented level in recent 
decades, China is concerned that Iran’s 
SCO membership would damage its neu-
tral policy in the region. Especially that 
membership in SCO is tantamount to an 
increase in cooperation among members 
at all levels, including military and securi-
ty cooperation. Therefore announcing ac-
ceptance of Iran’s membership could have 
been somehow interpreted as China’s sup-
port for Iran under the present turbulent 
situation in the Middle East.

Generally it should be said that bilat-

eral relations between Iran and China has 
the necessary potentials to reach a stra-
tegic level. The long and warm relations 
of both the countries and their interest in 
further expansion of ties have all prepared 
the ground for Iran’s membership in the 
Shanghai Cooperation Organization. In 
spite of the existence of high potentials 
in the expansion of cooperation, Tehran-
Beijing relations in the contemporary era 
have always been under the influence of 
external factors. The cases mentioned 
above are among factors that have influ-
enced our country’s relations with China 
at the present juncture. Efforts to reach a 
domestic consensus and solidarity for us-
ing the opportunities created in the after-
math of the nuclear agreement, deepening 
of relations with neighboring countries 
with an aim of assuring them of Iran’s 
peaceful objectives and regional policies 
and making efforts to reduce tension with 
Saudi Arabia or at least managing it in a 
way that would not allow Riyadh to take 
political advantage, all can help deeper 
relations between Iran and China as well 
as Iran’s membership in the SCO. 

China Does Not Consider 
the Time Ripe for Iran’s 
Full SCO Membership!
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By: Huidan Lin 

Since the onset of the global financial 
crisis, real output in the euro area 
has failed to keep up with the 

population. As a result, output per person 
has stalled, and euro area output is now 
only $40,000 a person, about $16,000 
below the U.S. level, after adjustment 
for price differences. This is the largest 
gap since 1991, when the Economic and 
Monetary Union began (see Chart 1).

The euro area is not the only place 
the crisis has left scars. In advanced 
economies in general, the growth rate of 
potential output—the maximum amount 
of goods and services an economy can 
turn out at full capacity—is expected to 
increase only slightly and remain below 
the precrisis level over the next five years 
(IMF, 2015).

These subdued medium-term pros-
pects are particularly worrisome for the 
euro area, given the high level of unem-
ployment and public and private debt in 
some member countries. Moreover, after 
several years of anemic growth, there is 
limited room for policy maneuvering. 
High unemployment and debt and con-
strained policymaking leave the euro 
area vulnerable to shocks that could lead 
to a prolonged period of low economic 
growth—often dubbed “stagnation.”

Lower growth for longer
Although potential output cannot 

be observed, it can be estimated using a 
production function—an economic mod-
el that calculates an economy’s output 
based on key inputs (labor and capital) 
and how efficiently they are used. When 
applied to the euro area, the results sug-
gest that the prospects for larger labor and 
capital inputs, as well as their more ef-
ficient use, remain weak. As a result, the 
euro area’s growth rate at its full capac-
ity is expected to rise only modestly from 
0.7 percent during 2008–14 to about 1.1 
percent during 2015–20, which is signifi-
cantly lower than the 1999–2007 average 
of 1.9 percent.

Moreover, the share of older people 
in the population is growing, while the 
share of working-age (15–64) people is 

shrinking. Because the propensity to join 
the workforce typically begins to erode 
after age 50, the average labor force 
participation rate is declining. At the 
same time, the capital stock is expected 
to grow slowly. The capital stock expands 
when new investment outpaces the rate at 
which that stock wears out (depreciation). 
This hasn’t been the case in the euro area, 
where business investment has expanded 
moderately since 2013, and reached its 
2008 level only in 2015 (see Chart 2). In 
other words, the euro area continues to 
suffer from too few workers and too little 
investment.

The area also suffers from weak 
productivity growth (that is, output per 
worker hour). Empirical studies find that 
slow progress in improving the efficient 
use of labor and capital in the euro area, 
particularly in the service sector, bears 
most of the blame for a widening gap 
in productivity with the United States. 
Slower efficiency improvements and 
lower productivity growth in services in 
turn reflect delayed adoption and diffu-
sion of information and communications 
technology. Unlike in the United States, 
where output per service sector employee 
has surpassed its precrisis peak, growth in 
the euro area has been gradual, and pro-
ductivity remains below its precrisis peak 
in countries such as Germany and Italy.

Moreover, gains in the efficient use 
of labor and capital in the United States 
are likely to slow in the future, which 
will probably affect other advanced 
economies (IMF, 2015). In addition, 
adopting and promoting innovation call 
for flexibility and adaptability. Without 
swift action to address structural problems 
in the euro area—such as difficulties in 
firing workers or cutting wages and a 
business environment unfriendly to start-
ups—diffusion of new technology may 
be delayed.

Crisis legacies linger
Some problems, such as high un-

employment and high public and private 
debt, predate the crisis. While the return 
to modest growth should help address 
these problems to some extent, without 
decisive policies to improve growth pros-
pects and reinvigorate investment, un-
employment and debt will remain a drag 
on economic growth. High debt could 
hold back new investment, and high un-
employment could arrest human capital 
development (by delaying investment in 
education and health, for example).

The euro area unemployment 
rate remains high, especially for youth 
and the long-term jobless, raising the 
risk of skill erosion and entrenched 
high unemployment. Despite recent 
improvement, the unemployment rate 
remains above 10 percent in the euro area 
and much higher in some countries—for 
example, nearly 25 percent in Greece. 
Among those unemployed in the euro 
area, more than half have been out of a job 
for more than 12 months—a proportion 

of the unemployed ranging from a low 
of about one-quarter in Finland to nearly 
three-quarters in Greece. High youth 
unemployment could also give rise to a 
“lost generation” of workers.

Over the medium term, the so-called 
natural rate of unemployment—the rate at 
which demand for and supply of workers 
are in equilibrium and employment and 
wage developments do not create inflation 
pressure—is projected to remain higher 
in Italy than during the crisis and decline 
very slowly in France. While the natural 
rate is expected to fall in Spain, it is still 
expected to remain above 15 percent 
over the next five years. In one scenario, 
for the euro area as a whole, based on 
historical relationships between output 
and unemployment, it could take about 
four years to reduce the unemployment 
rate to the average 2001–07 level 
without a persistent pickup in growth. 
It would take even longer for countries 
with higher unemployment and/or lower 
growth (such as Greece, Italy, Portugal, 
and Spain). Effective implementation of 
ongoing structural reforms could reduce 
that time by raising potential growth and/
or making hiring more responsive to 
growth.

In addition to high public debt, 

which makes it difficult for countries to 
use spending and tax policy to stimulate 
the economy, private sector debt must 
be further reduced to enable new 
investment. Nonfinancial corporate debt-
to-equity ratios have fallen in most euro 
area countries as firms have paid down 
borrowing. However, the debt reduction 
in many cases was accompanied by a 
cut in investment, a sharp increase in 
saving, and higher unemployment. In 
earlier episodes of significant corporate 
debt reduction, IMF research found, 
two-thirds of the increase in debt during 
credit booms is, on average, subsequently 
reduced (IMF, 2013). If debt reduction 
in the euro area follows a similar path, 
firms have a long way to go in paying 
off debt, which could significantly delay 
a recovery in investment. Households 
in some euro area countries also suffer 
from high debt. Although household 
debt-to-GDP ratios have fallen 10 to 20 
percentage points in high-debt countries, 
they remain significantly above their 
preboom levels, raising the prospect that 
debt will continue to inhibit consumer 
spending for some time.

Insuring against shocks
The baseline projection for the euro 

area continues to foresee subdued growth 
and inflation over the medium term. This 
reflects the impact of high unemployment, 
heavy debt burdens, and weak balance 
sheets that suppress demand and of long-
standing structural weaknesses—such as 
a rigid labor market and an overprotected 
product market—that depress potential 
growth. Moreover, these factors are 

Stagnation Risk
The euro area 

unemployment rate 
remains high, especially 
for youth and the long-

term jobless, raising 
the risk of skill erosion 
and entrenched high 

unemployment.
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intertwined: lower potential growth 
makes it harder to bring down debt, while 
high unemployment and low investment 
hurt capital accumulation and reduce 
potential growth.

Subdued medium-term prospects 
leave the euro area susceptible to nega-

tive shocks—such as anoth-
er global slowdown—that 
could push economies into 
stagnation because they are 
hamstrung by their inability 
to respond through macro-
economic policies (such as 
cutting taxes and/or increas-
ing spending). Moreover, 
unaddressed problems from 
the crisis could amplify 
these shocks. For instance, 
markets could reassess the 
sustainability of countries 
with high debt; subsequent 
higher borrowing costs 
would in turn raise the risk 
of a debt-deflation spiral.

An economic model 
used to simulate the effect 
of shocks on the euro area 
makes several assumptions: 
with interest rates at zero, 
monetary policy cannot do 
much more to stimulate the 
economy, and high debt 
limits the use of fiscal policy 
beyond the operation of 
automatic stabilizers such as 
unemployment benefits.

In this scenario, several 
developments—such as 
an increase in geopolitical 
tension, a political crisis 
within the European 
Union, or lowered growth 
expectations—could trigger 
a sudden drop in investor 
confidence. Lower equity 
prices would follow, along 
with a 25 percent decrease 
in investment growth (from 
about 2 percent to 1.5 
percent annually) relative to 
the baseline projection. This 
would raise public-debt-to-
GDP ratios differently across 
the euro area, depending on 
a particular economy’s level 
of debt. Market concerns 
about debt sustainability 
would also increase more 
for indebted countries. 

Sovereign and corporate interest rates 
would rise by a full percentage point 
in Greece, Ireland, Italy, Portugal, and 
Spain—similar to the increase in the 
Spanish 10-year sovereign bond yields 
during late June and July 2012.

These results highlight the vulnera-

bility of the euro area to lower growth. By 
2020 the euro area output level would be 
nearly 2 percent lower than the baseline 
projection. As a result, it would take three 
to four more years (relative to the baseline 
projection) for economic output to reach 
its full potential. Borrowing costs would 
increase, especially in Greece, Ireland, 
Italy, Portugal, and Spain. The unemploy-
ment rate and public-debt-to-GDP ratios 
would also increase. Inflation rates would 
be lower, pushing the euro area closer to 
deflation in the near term (see Chart 3).

Unlike in the United 
States, where output per 
service sector employee 

has surpassed its precrisis 
peak, growth in the euro 
area has been gradual, 

and productivity remains 
below its precrisis peak 

in countries such as 
Germany and Italy.

Reducing vulnerability
Weak medium-term prospects and 

limited potential to use economic policy 
to stimulate their economies leave the 
euro area vulnerable to shocks that could 
lead to a prolonged period of low growth 
and low inflation. Insuring against such 
risks would require a broad and balanced 
set of policies. Such policies should go 
beyond the easing of monetary policy 
that has been the main tool to stimulate 
euro area economies. Banks, the bulwark 
of the European financing system, need 
to be put under stricter supervision and 
must make faster progress in getting bad 
loans off their books so that they can lend 
more. Policymakers must facilitate the 
restructuring of unhealthy but viable firms 
to reduce debt and allow them to begin 
to invest again. Authorities also need to 
undertake structural reforms to improve 
productivity and raise potential growth 
and, when they are able, to increase 
spending to boost demand, which will 
promote economic growth. 

Huidan Lin is an Economist 
in the IMF’s European Department.
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Baku Hosts 
Rouhani-Putin-Aliyev Summit
Iran and Azerbaijan have signed a 

series of basic agreements to promote 
cooperation in several key areas.
Iran’s President Hassan Rouhani 

and his Azeri counterpart Ilham Aliyev 
oversaw the signing ceremony of the 
agreements (August 8).

A key document was a protocol of 
intentions that envisages the materializa-
tion of an ambitious project to create a 
North-South transport corridor. 

The corridor – named the North-
South Transport Corridor (NSTC) – is an 
intercontinental multi-modal route that 
would link St. Petersburg to Mumbai. It 
primarily involves moving freight from 
India, Iran, Azerbaijan and Russia via 
ship, rail and road.

The protocol of intentions over the 
NSTC was signed by Iran’s Minister of 
Roads and Urban Development Abbas 
Akhoundi and Azerbaijan’s Transport 
Minister Ziya Mammadov.

Other basic agreements the two 
countries signed included one that con-
cerned cooperation on banking issues, 
another on cyber security, and several 
others on tourism, agriculture and stan-
dardization.

President Rouhani arrived in Baku 
August 7 to sit in a trilateral meeting with 
Aliyev and Russia’s President Vladimir 
Putin a day later.  

They discussed certain regional 
issues as well as mechanisms to expand 
economic cooperation in several key 
areas including commerce, energy, 
communications and transportation.

Rouhani also held a bilateral meet-
ing with President Putin in Baku and 
exchanged views on Tehran-Moscow re-

Putin said the summit 
has opened a new chapter 
in the relations between 

the three states, stressing 
the need for finding 
joint solutions to the 
threat of terrorism 
facing the region.
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lations as well as other issues of mutual 
interest.

Prior to his departure, Rouhani 
described the Baku summit as “highly 
important,” saying the discussions will 
chiefly focus on the NTSC project.  

Closer Cooperation with 
SOCAR Energy Major

Iran is considering increasing its 
energy ties with Azerbaijan and the State 
Oil Company of the Azerbaijan Republic 
(SOCAR) as an important aspect of 
improving relations with neighboring 
countries, Iranian Petroleum Minister 
Bijan Namdar Zangeneh said (August 8), 
according to a SOCAR statement.

“Zangeneh said that Iran attaches 
great importance to broadening ties with 
its neighbors, including Azerbaijan, 
which includes strengthening economic 
relations and energy cooperation,” 
SOCAR said in a statement after 
Zangeneh’s meeting with the company’s 
president, Rovnag Abdullayev, on the 
sidelines of the summit.

The sides have also discussed 
opportunities for cooperation and areas 
of mutual interest, according to the 
statement.

“The head of SOCAR has expressed 
confidence that the Iranian President’s 
visit to Azerbaijan will become a new 
step in the development of bilateral ties 
and noted that relations between SOCAR 
and Iranian oil and gas companies have 
recently grown stronger,” added the 
statement.

Relations between Iran and 
Azerbaijan have been improving since 
Rouhani became President in 2013. In 
an effort to boost relations and regional 
trade, both countries are taking part in 
the International North-South Transport 
Corridor (INSTC) planned to link India, 
Iran, the Caucasus and Russia via a rail 
and shipping route.

Auto Joint Venture 

The construction of an Iranian-
Azeri auto factory officially started on 
August 7 at an industrial zone located in 
the city of Neftchala in Azerbaijan.

Iran’s Minister of Industry, Mine and 
Trade Mohammad Reza Nematzadeh, 
Iran Khodro Company’s CEO Hashem 
Yekezare and Azerbaijan’s Minister 
of Economic Development Shahin 
Mustafayev attended the groundbreaking 
ceremony.

Iran’s leading carmaker IKCO and 
Azerbaijan’s Azeurocar, which have 
signed a joint venture worth $15 million, 
are set to produce 10,000 passenger 
vehicles per annum in Azerbaijan.

The factory will be set up in 10 
hectares of land and the joint venture is 
expected to create 300 jobs. The vehicles 
will be sold in Azerbaijan and also 
exported to other regional countries.

Following the initial agreement 
signed in April, IKCO will provide 25% 
of the overall investment needed for 
setting up the factory that is to become 
operational in 2018. Azerbaijan has 
invested $14 million in the joint venture.

Speaking at the event, Iran’s 
industry minister said with the increased 
efforts of both countries’ top officials, 
bilateral ties between Iran and Azerbaijan 
have developed further over the past few 
years.

“There are plenty of opportunities 
to further expand business ties,” he said.

Nematzadeh noted that Iran is pre-
pared to train the factory’s workforce, 
adding that if everything goes according 
to the plan, the production lines will be 
completed in nine months and inaugu-
rated in the first half of the coming year.

Also present at the event, IKCO’s 
CEO noted that one of the company’s 
main export strategies is to target Iran’s 
northern neighboring countries as well as 

In an effort to boost 
relations and regional 
trade, both countries 
are taking part in the 
International North-

South Transport 
Corridor (INSTC) 

planned to link India, 
Iran, the Caucasus and 

Russia via a rail and 
shipping route.

Central Asian states.
Highlighting the history of Tehran-

Baku economic cooperation, Yekezare 
said Azerbaijan can act as IKCO’s major 
export hub in the region.

“To assure success, automakers 
must cater to the needs of both local and 
foreign markets by increasing competi-
tiveness,” he said.

The CEO noted that IKCO will 
be chiefly providing the technological 
knowhow and its next step is to set up 
a bus manufacturing line in Azerbaijan.

Mustafayev also noted that rising 
bilateral trade between Iran and Azerbai-
jan “is testament to the political will of 
the presidents of the two countries.”

In February, President Aliyev 
granted permission for setting up 
production lines to make Iranian cars in 
Azerbaijan.

Mustafayev added that Presi-
dent Rouhani’s visit is bound to further 
strengthen bilateral ties.

 “Setting up an auto production 
plant will further develop the level of 
economic cooperation between the two 
sides,” he said, adding that there are 
450 firms in Azerbaijan that have been 
set up with $2.5 billion worth of Iranian 
investment.

Iran has invested nearly $150 
million in Azerbaijan’s non-oil sectors.

The officials were also briefed on 

the models lined up for the joint venture, 
as well as the deal’s terms and conditions.

IKCO will start by producing Dena, 
Runna, Samand and Soren from semi-
knocked-down kits at the new plant.

Joint Regional Bank

The Iranian and Azerbaijani Central 
Banks plan to set up a joint regional bank 
for the development of financial coop-
eration, Iranian Central Bank Governor 
Valiollah Seif said (August 8).

The meeting of the Iranian and 
Azeri central banks chiefs took place 
on the sidelines of the trilateral meeting 
between Russian, Azeri and Iranian 
presidents in Baku.

“We made this proposal to deepen 
relations between the banks and to 
facilitate transactions; this idea was the 
subject of our agreement. We intend 
to take necessary steps to establish this 
bank in the future,” Seif said, as quoted 
by Iranian media.

Focusing on regional economic and 
trade development, the project should 
give special attention to security of 
transactions, he added.

Baku Summit

Addressing the summit meeting, 
Rouhani said interaction among Tehran, 
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Iran’s leading carmaker 
IKCO and Azerbaijan’s 
Azeurocar, which have 
signed a joint venture 
worth $15 million, are 
set to produce 10,000 
passenger vehicles per 
annum in Azerbaijan.

Moscow and Baku can help develop 
and promote the latent capacities and 
capabilities of the three sides and create 
new opportunities to counter the existing 
challenges in the region. 

Foreign policy of the Islamic 
Republic is based on cooperation, 
synergy and finding ways to fulfill 
common interests, he said, adding that 
Tehran follows “a win-win policy.”

Rouhani said Iran and Azerbaijan 
have taken constructive steps to boost 
bilateral ties, adding that Tehran-Moscow 
relations are also on the right track.

Putin, for his turn, said the summit 
has opened a new chapter in the relations 
between the three states, stressing the 
need for finding joint solutions to the 
threat of terrorism facing the region.

The Russian president also called 
for formulation of the Caspian Sea’s 
legal regime, saying that finalization of 
the legal regime of the sea will benefit all 
littoral countries.

Aliyev said the Caspian Sea has rich 
oil and gas resources, adding that the 
sea’s littoral states should work to protect 
its resources.

The Azeri president said the North-
South Transport Corridor (NSTC) - an 
ambitious intercontinental multi-modal 
route that would link St. Petersburg to 
Mumbai - is a huge project in the re-
gion, expressing hope that it would be 
launched as soon as possible. The NSTC 
primarily involves moving freight from 
India, Iran, Azerbaijan and Russia via 
ship, rail and road. 

The three presidents signed a final 
statement at the end of the Baku summit. 
They agreed to intensify cooperation to 
ensure the sustainable functioning of 
both global and regional gas markets, 
among other measures.  

A c h i e v e m e n t

Tehran, Sofia Ink MoUs to 
Expand Bilateral Relations
The Islamic Republic of Iran and 

Bulgaria signed three memoranda 
of understanding (MoUs) to 

further promote bilateral relations in 
various fields, including agriculture, 
transport and nuclear energy.

The three MoUs were inked during 
a meeting between visiting Bulgarian 
Prime Minister Boyko Borisov and 
Iranian First Vice President Eshaq 
Jahangiri in Tehran (July 11).

The accords call for scientific and 
technological exchanges, particularly in 
the field of information technology and 

telecommunications, joint investment as 
well as cooperation between small and 
mid-size industries in Iran and Bulgaria.

Borisov, heading a high-ranking 
politico-economic delegation, arrived 
in the Iranian capital (July 10) and met 
and held negotiations with senior Iranian 
officials, including President Hassan 
Rouhani, over a wide array of issues of 
common interest.

The Bulgarian prime minister’s 
visit is the latest in a series of trips by 
world leaders to Tehran following the 
January 16 implementation of the Joint 

Comprehensive Plan of Action (JCPOA) 
between Iran and the five permanent 
members of the UN Security Council — 
the United States, Britain, France, Russia 
and China — plus Germany.

Under the deal, Iran agreed to 
limit its nuclear program and provide 
enhanced access to international atomic 
monitors in return for the termination 
of all nuclear-related sanctions imposed 
by the United States, the United Nations 
(UN) and the European Union (EU) 
against the country.
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Black Sea-Persian Gulf Corridor 
with ‘Trade Hub’ Ambitions

Meanwhile, Iran is striving to serve 
as a trade hub not just for the Middle 
East but into Europe and Central Asia 
by creating a new transport corridor that 
would connect four countries, namely 
Iran, Armenia, Georgia and Bulgaria.

According to regional media outlet 
Balkan Insight Bulgaria will join Iran’s 
new transport corridor project. It said 
Iran is planning to launch a new transport 
route running from the Persian Gulf to the 
Black Sea connecting the four countries.

Borissov, who visited Tehran with a 
Bulgarian ministerial and entrepreneurial 
delegation, said, “Bulgaria is ready now 
to take part in a new transport route using 
its ports in Varna and Burgas.”

He explained that in two weeks’ 
time, experts from the four countries 
will meet in Bulgaria’s capital Sofia to 
discuss further details about the project. 
The country’s road network can handle 
the traffic of goods, cargos and natural 
resources, once the corridor becomes 
operational.

Iran wants to serve as a trade hub 
connecting the Arab world and Central 
Asia. Business people in Tehran hope 
Iran can become a new conduit in the 
Middle East thanks to its location, high 
levels of security, diverse economy and 
educated workforce, reported Financial 
Times.

“If Iran and oil-rich Arab states put 
capabilities together, a very good market 
can be created for production and trade to 
meet demands in Central Asia and Arab 
states,” said Masoud Daneshmand, chair-
man of a department at Iran Chamber of 
Commerce which deals with UAE trade.

Businesspeople in Tehran argue that 
Iran is no longer just a market of its 78 
million population, but it should be seen 
as a trade hub with a market of 300 mil-
lion, allowing access to Arab states in the 
south and west; Central Asia in the north; 
and Afghanistan and Pakistan in the east.

In addition, Iraq and Syria are 
also being considered new markets. 
“Iran is familiar with the Iraqi culture 
and market, so it can serve as a trade 
lane connecting Iraq and Europe,” said 
Yahya Al-e Eshaq, head of the Iran-Iraq 
Chamber of Commerce. 

Being the second largest economy 

in the Middle East, Iran is experiencing 
some big changes after lifting its eco-
nomic sanctions back in January.

The Financial Times, however, 
pointed out that the ambitions of Tehran 
will continue to be stymied by geopoliti-
cal tensions of the Middle East.

Iran Interested in Piping Gas 
to Bulgaria

In related news, Bulgaria says Iran 
has voiced interest in supplying it with 
natural gas through a pipeline from 
Greece.   

The announcement was made by 
Bulgaria’s Energy Minister Temenuzhka 
Petkova after a meeting with Iran’s Petro-
leum Minister Bijan Namdar Zangeneh.

Petkova was quoted by Novinite 
news provider as saying that Zangeneh 
has told her that Iran stands ready to de-

liver amounts of gas to both countries via 
the link as soon as it is complete.

The Islamic Republic also eyes the 
LNG terminal in the city of Alexandrou-
poli which it could also supply.

Novinite further added that Petkova 
- who accompanied Bulgaria’s prime 
minister in his state visit to Iran - had told 
Zangeneh about the ongoing discussions 
between Bulgaria and Greece over a pos-
sible joint venture that could be used to 
build the terminal.   

Earlier in July, Iran’s Ambassador 
to Sofia Abdollah Norouzi was quoted by 
Novinite as saying that Iran was ready to 
provide crude oil as well as natural gas 
to Bulgaria.

Norouzi emphasized that the re-
quired preparations have already been 
made in Iran’s system of natural gas 
pipelines for exports to new targets such 
as Bulgaria through Turkey.

Iran’s media reported last April that 
Bulgaria had told Iran that it wants the 
country back in an ambitious plan to 
export natural gas to Europe through a 
major intercontinental pipeline scheme 
called Nabucco project.

A consortium led by Austria’s OMV 
is pursuing Nabucco project to pipe natu-
ral gas to Europe. It had originally desig-
nated Iran as a key supplier of the proj-
ect. However, the country was sidelined 
from the scheme in 2008 due to a series 
of complications that emerged - the most 
important of which were US sanctions. 

To the same effect, Prime Minister 
Borisov in a meeting with Jahangiri in 
Tehran had discussed creation of a major 
gas hub between the two countries. This 
could set the ground for Iran’s return to 
Nabucco. 

Oil Refinery in Bulgaria

Ambassador Norouzi has also 
said Iranian entrepreneurs are eyeing 
the prospect to open an oil refinery in 
Bulgaria.

Norouzi told Evropa TV station 
(July 6) that the Iranian business in 
general is “interested” in investing in the 
southeastern European nation’s energy 
sector.

This includes oil and exports to the 
country, he has added.

“We have to see how much the 

Borissov, who visited 
Tehran with a 

Bulgarian ministerial 
and entrepreneurial 

delegation, said, 
“Bulgaria is ready 
now to take part in 

a new transport route 
using its ports in Varna 

and Burgas.”

Bulgarian side is ready for this. Having 
in mind that our gas network is quite 
developed and we have pipes leading 
to the border with Turkey, certain 
agreements have to be signed, and certain 
contracts for cooperation,” Norouzi has 
made clear.

“Our gas is of a higher quality” than 
the one sold by Russia, he has argued.

Iran Looking into 
Bulgaria’s Nuclear Offer

Vice President and head of the 
Atomic Energy Organization of Iran 
Ali Akbar Salehi has made clear that 
his country is exploring a proposal from 
Bulgaria, which wants to resell unused 

equipment “at a good price”.
Iran does not intend to purchase 

“used” nuclear reactors from Bulgaria, 
but the proposal refers to the nuclear 
plant equipment that has already been 
built by Atomstroyexport, Rosatom’s 
exports arm.

Mehr News Agency quotes him 
as saying that the Belene nuclear plant 
project was cancelled by Bulgaria “due 
to financial crisis.”

“This claim is completely false 
since nuclear reactors cannot become 
‘second-hand’ to begin with,” Salehi 
said in response to rumors that Tehran 
considers taking used nuclear reactors.

Iran is currently working to expand 
its nuclear plant in Bushehr, a project it is 
working on with Russia.

The country has not yet officially re-
fused to purchase the Bulgarian reactor.

Bulgaria, on the other hand, will 
receive the equipment and reactor built 
by Atomstroyexport in return for paying 
EUR 550 M - the sum determined by a 
court of arbitration in June.

Since being informed of the ruling, 
Sofia has been looking for a “third 
country” that could buy the equipment 
it does not need, referring mostly to Iran 
and India.

A visit of a Bulgarian delegation 
to Tehran earlier in July included talks 
on a possible deal, with no concrete 
agreement reached.  
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Despite all the promises made 
by the public and non-
governmental sectors technical 

and engineering services have not 
yet been able to resume exports. 
Mohammad Reza Ansari, head of the 
Technical and Engineering Services 
Association, says: “Companies on the 
one hand have broken legs and on the 
other hand should participate in heavy 
international competitions. On this basis 
we did not have good achievements in 
those competitions at the global scene.” 
He also emphasized that government 
support for technical and engineering 
services is not a costly support; it rather 
can remove major barriers on the way 
of exports of technical and engineering 
services which have pushed this sector 
with all its potentials to the margin. 

born in 1994 up to 2011 indicates good 
and even accelerated growth of export 
of technical and engineering services. 
From 2002 to 2011 we were faced with 
a growth slope of 45%. That is to say we 
registered jump in the export of technical 
and engineering services. The Iranian 
companies abroad proved in practice 
that they are the most successful in the 
world. We witnessed good records up to 
2011 in activities of these companies. 

As of 2011 and with the imposition 
of the last round of international sanc-
tions on the one hand, and removal of 
export awards on the other, companies 
were faced with some problems both in-
side the country and in the international 
arena. In this way, the fundamental prob-
lem outside the country was the sanc-
tions and lack of presentation of guar-
antees by the Iranian companies to the 
employers. Thus it can be said that from 

2011, export of our technical and engi-
neering services were hit by the sanc-
tions. Concurrent with this event, export 
awards and government incentives for 
the export of technical and engineering 
services were lifted. 

Thus, the companies on the one 
hand had broken legs and on the 
other hand had to participate in heavy 
international competitions. On this 
basis during the past four years we did 
not have good achievements in these 
competitions at international scene. This 
is while our companies with regard to 
absorption capacity in target countries 
and free engineering capacity inside the 
country for the export of technical and 
engineering services have the potential 
to export at least $25 billion annually. 
Therefore, we can say that in the export 
of technical and engineering services we 

have not been successful, because we 
have to compare the potential $25 billion 
with what has actually happened. We 
can see from 2011 so far we have been 
facing annual drops and the volume of 
export of our technical and engineering 
services has reached only one or two 
billion dollars. 

Currently what is the ratio of 
export of technical and engineering 
services to total volume of non-oil 
exports?

This ratio is currently too low. But 
in 2011 we had about $4.5 billion export 
of technical and engineering services 
which was equal to 15% of the country’s 
non-oil export in that year. But if our $25 

Export of Iran’s Technical, 
Engineering Services

How successful have we been in 
export of technical and engineering 
services?

In my opinion, there are the 
required potentials in Iran for successful 
export of technical and engineering 
services, as we have both good engineers 
and the companies are working with 
motivation and interest. On the other 
hand, the history of export of technical 
and engineering services since it was 

Some Latin American 
countries like Colombia, 

Bolivia, Ecuador and 
Peru, and also some 

Central Asian countries 
such as Turkmenistan, 
Kazakhstan, Armenia 

and Azerbaijan are 
among target countries 

for the export of technical 
and engineering services.
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billion potential for the export of engi-
neering and technical services is realized 
today, which I believe could be realized 
within four years, of course on the con-
dition that the government provides the 
required support and banking problems 
outside the country are solved, a remark-
able leap will be witnessed in the share 
of the export of technical and engineer-
ing services. At present the annual non-
oil export amounts to about $40 billion 
which, in my opinion, is not a precise 
figure. We should consider about $30 
billion for this sector of which a large 
portion belongs to export of petrochemi-
cal products. 

Therefore, under the present cir-
cumstances the ratio of export of techni-
cal and engineering services to the entire 
non-oil exports is five to seven percent 
which is meager with regard to the po-
tentials of this sector. If we assume that 
non-oil exports would amount to $50 
billion, then in case export of technical 
and engineering services reaches $25 
billion in the next four years, the share 
of export of technical and engineering 
services in non-oil exports will reach up 
to 50 percent.

What do you think are the most 
important export barriers?

We should note that the origin of 
exporting companies is within the coun-
try and it is their foliage that spreads to 
the world markets. Supporting the com-
panies inside the country is the main 
concern of these companies. In fact, with 
rooted reinforcement of these companies 
we will have more appropriate possibili-
ties for export. This regulation is equal 
both in production and in services sec-
tors. This relationship is much harder 
in the export of technical and engineer-
ing services than the production sector. 
These companies can pass the high bar-
riers hindering export of services only on 
the condition that they are strengthened 
inside the country. Presence in interna-
tional arena is not an easy task for export 
companies in the world. 

Fortunately, it can be relatively 
said that our governments have had a 
good understanding of the importance 
of export of technical and engineering 
services; but you should note that in 
the international scene the governments 

employ their strongest leverage in order 
to make their companies successful 
in international competitions. Among 
these leverages generally reference 
can be made to the direct interference 
of presidents of the countries for the 
support of the exporting countries with 
specified projects and names. In almost 
all countries we see that the president 
directly supports a company in order 
to help it strike a deal. When this does 
not happen it means barrier. Because 
we are in competition with others, if we 

are weak in the competitions compared 
to others, our chance for success and 
signing of contract will reduce.

What is the share of private sector 
in export of technical and engineering 
services in comparison with the 
government?

Fortunately, the share of the private 
sector is high. Perhaps we cannot men-
tion a specific figure as the ratio because 
in different years, presence of the private 
sector and that of the government have 
been different. But I think the share of 
the private sector in the total export of 
technical and engineering services is 
about 90 percent. At present we have 
approximately 260 companies that are 
making efforts to export technical and 
engineering services. About 75 compa-
nies have practically been able to pass 
the barriers and gain the experience of 
working outside the country.

In the post-sanctions era, when 
do you think we can witness a change 
in the trend of export of technical and 
engineering services? Can it be ex-
pected by the end of the current year 
(March 20, 2017)?

This year two important events are 
expected. First, we must resume export 
awards as soon as possible so that it will 
be effective in international competition. 
Second, Iranian banks’ guarantees in the 
target countries be accepted. If these two 
issues are realized by this mid summer 
when companies will have enough time, 
there is hope for signing new contracts 
up to $10 billion by the end of the cur-
rent year. Moreover, it can be said that 
there is hope for reaching $25 billion 
export of technical and engineering ser-
vices up to the next four years.

Which countries are more appro-
priate markets for export of our tech-
nical and engineering services?

The yardstick for selection of coun-
tries is that they should have specific 
and important projects as well as appro-
priate budget for paying the contractor. 
The budget is either internal or through 
granting loans and foreign investment in 
those countries. Another important point 
is that there is possibility for the compe-
tition of Iranians in those countries. 

Naturally, in the past years proper 
political platform and good bilateral re-
lations have been effective in the pres-
ence of Iranian companies in the target 
countries. With this definition and con-
sidering these three items a list has been 
prepared by the Association of Technical 
and Engineering Services Exporters of 
the regions and countries where we are 
capable of working and the list will be 
put at the disposal of the companies. For 
example, some African countries includ-
ing Algeria, some Latin American coun-
tries like Colombia, Bolivia, Ecuador 
and Peru, and also some Central Asian 
countries such as Turkmenistan, Ka-
zakhstan, Armenia and Azerbaijan are 
among target countries for the export of 
technical and engineering services.

Is there room for cooperation with 
other countries in the field of export of 
technical and engineering services?

This is an important question and 
is being discussed in our economy. For-
eigners, for their presence in Iran and 
the Middle East region, are in need of 
domestic partners, but still it depends 
on our performance. When international 
companies go to a region they know that 
in order to be successful they should co-
operate with local companies. Naturally 
cooperation with local companies will 
equip them with real local knowledge 
and solutions and productivity of such 
companies will enormously increase. 
For the same reason the foreigners are 
interested in cooperating with the locals. 
But we are faced with a barrier that we 
discussed in the previous question, and 
that is the managerial systems of the Ira-
nian companies should have the capa-
bility of mixing with their systems and 
regulations. As a result, modernization 
of management systems of the Iranian 

Two important events 
are expected in 2016. 
First, we must resume 

export awards as soon as 
possible so that it will be 
effective in international 

competition. Second, 
Iranian banks’ 

guarantees in the target 
countries be accepted.

companies is mandatory otherwise they 
would not be able to cooperate with 
international companies and would be 
turned into second hand exporters. Un-
fortunately, working as a second hand 
operator will reduce the efficiency of 
technology transfer drastically as trans-
fer of technology in partnership will take 
place with a very good coefficient.

How much time is needed for 
modernization of Iranian companies in 
order to get prepared for cooperation?

Part of this issue depends on the 
Iranian government and employers to 
ease the burden on the shoulders of the 
companies. Successful companies in the 
world which have brisk business will 

T e c h n i c a l  S e r v i c e s

find the opportunity for modernization. 
In fact it must be said that companies 
which are under severe pressures cannot 
undergo modernization and therefore the 
role of the government is very impor-
tant. In all these years a reverse action 
has taken place, that is to say domestic 
competitions have become so heavy and 
so much pressure has been put on the 
shoulders of our companies that due to 
different financial reasons they did not 
have the possibility for improvement of 
their system. Because, improvement of 
the system is in need of prosperity, peace 
of mind and enthusiasm and when do-
mestic contractors are deprived of these 
factors they cannot be expected to im-
prove their management system. 
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Economic developments are un-
doubtedly connected with what 
occurs in social and political life 

of a country. In fact, a series of economic 
factors and a series of non-economic fac-
tors affect economic events. Social capi-

tal for instance is one of the most impor-
tant factors affecting economic security. 
Naturally, it is easy to talk about various 
political and social factors that can affect 
the economy. An example is the level of 
trust prevalent in a country. People’s trust 
in government, people’s trust in com-
panies, companies’ trust in one another, 
government’s trust in people, govern-
ment’s trust in companies, etc.

In recent years, the term ‘resilience’ 
has been constantly used by business 
owners and the mass media in order to 

boost the economy and enable it to coun-
ter outside shocks. Nevertheless, I believe 
a serious investigation must be made to 
find out how scientifically has the ques-
tion of resilience or economic resistance 
been taken. It has been stated time and 
again that in order to stabilize the econo-
my vis-à-vis outside shocks means the re-
sistance level of the economy: That is to 

Corruption and 
Unemployment 
Crisis

say to what extent can an economy resist 
exogenous shocks, lower their negative 
impacts or manage to fix itself quickly.

Obviously under the status quo there 
are no unrest or political turmoil in Iran, 
however the people’s level of trust in the 
ruling establishment needs to be restored 
to a great extent. There are two important 
factors which have directly cut the level 
of Iranian economy’s resilience: First 
corruption, and second unemployment.

Meantime, it should not be forgotten 
that the Iranian economy over the past 
years has been wrestling with unremitting 
sanctions. This coupled with the wrong 
policies of the governments throughout 
the years caused some industries and cor-
porations operate with less than 20 per-
cent of their capacity.

For similar reasons, today the sav-
ing rate in Iran is much higher than in-
vestment rate. High corruption has taken 
the motive from all the economic levels. 
Wrong economic policies have wasted re-
sources that could have been productive.

There have been warnings about ad-
ministrative and financial corruption at all 

levels of the society over the past years. 
In my opinion, a revision in definition of 
the government is the first step in coping 
with this topic of corruption. When there 
is talk about the government mention is 
made of a particular institution. But our 
intended concept on the question of cor-
ruption is all those who run the society: 
All the powers, all the public or private 
companies… And it seems that the most 
important way is for all the powers to 
reach the consensus that corruption must 
be checked and uprooted at all levels. 

Let’s remember that mere words 
about an issue would not be enough to 
resolve the problem. Here, supervision 
over the functions of state administration 
must be taken more seriously. And the 
question that comes up in this respect is 
how to build up this resolve. In research 
methodology there is a principle based on 
which the problem is first identified and 
then stated. After problem statement stud-
ies are made to solve it.

As for our economy, the first step 
has been taken and the problem has been 
identified and stated. But the important 

point is that the financial and administra-
tive corruption of Iranian organizations 
has not been taken as a “crisis”. Unfor-
tunately any delay to establish this fact 
would further complicate the situation.

After the crisis is diagnosed expert 
groups must be formed to find a solution 
to the problem. In the next stage, an ac-
ceptable planning must be made and then 
a comprehensive and applied research 
must be conducted. Here, the experiences 
of other countries might also be useful.

Another important issue that has re-
duced the Iranian economy’s resilience 
is unemployment. The truth is that Iran’s 
vulnerable economy is in dire need of 
new investments: new employment, gen-
erating new revenues and then new de-
mand growth.

The point is that the question of un-
employment in economy, in addition to all 
the sophistications and economic harms, 
will directly affect social resilience. Natu-
rally, cutting the repulsive administrative 
red tape, transparency, facilitated rules 
and regulations… could encourage inves-
tors to make new investments. 

In my opinion, a revision 
in definition of the 

government is the first 
step in coping with this 

topic of corruption. 

Dr. Alireza Baradaran Shoraka, Ex-Chairman of 
Management and Planning Organization

E c o n o m y



IRAN INTERNATIONAL, September 2016, No. 80IRAN INTERNATIONAL, September 2016, No. 8062 63

While 1394 (2015-2016) was 
one of the toughest years for 
Iran’s economy, industrial 

production growth rate was negative 
too, says a senior economist. Although 
industries experienced a slight growth 
in production in the final quarter of the 
last year, this index and the index for 
industrial sale were negative, indicating 
that the overall situation of the industry 
in the past year had been aggravated, 
says Masoud Khansari. What demands 
can the private sector have from the 
government under these circumstances? 

Chairman of Tehran Chamber of 
Commerce, Industries, Mines and Agri-
culture (Khansari) recently announced 
that the private sector institution strongly 
demands removal of the obstacles exist-
ing in the business environment. He re-

fers to a letter sent to the ‘Economy of 
Resistance’ command headquarters in 
which 10 demands of the private sector 
from the headquarters were announced. 

Khansari believes that the 
government does not need to spend 
highly in order to improve the business 
environment and that it can improve this 
environment by taking small but steady 
and constant steps.

What are the main business 
obstacles the industrial corporations 
are faced with?

There is no need to bear any expens-
es to cancel or modify a number of tax 
related and social security directives or 
even exerting pressure on state managers 
for enforcing the explicit text of the law. 
Improvement of the business environ-
ment starts from these small reformative 
measures. We do not expect an overnight 
transformation from the government. 

In the field of business, generally 
there are many large and small obstacles 
for the removal of which step by step ef-
forts should be taken. These obstacles 
exist both in the macroeconomic envi-
ronment such as foreign exchange rates 
and microeconomic issues like govern-
ment regulations and circulars.

From the private sector’s perspec-
tive, at present, the issue of foreign ex-
change rate is the biggest obstacle facing 

Economic Reform 

Small But 
Steady Steps

It is necessary for the 
government to pay 

attention to 
the strategy prepared 
by the private sector 
through consultation 
by the government in 

executive affairs.

Q  &  A
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the business; something that also disturbs 
the activities of industrial enterprises. 
Fixing the exchange rate while difference 
in inflation rates inside and outside the 
country is still noticeable does not tally 
with the logic of economy. Exchange 
rates stabilization will result in depriving 
investors from having the power to pre-
dict the future. 

Therefore, making investment for 
more and higher quality production does 
not seem logical. In the meantime, this 
dual foreign exchange rate will bring 
about rent-seeking and corruption. That 
is to say, parts of the resources will be 
destroyed in this corruption and are not 
properly allocated. 

Due to the rent-seeking which 
exists in the foreign currencies provided 
at official rates, the resources the 
policymaker has allocated, for example, 
for the industrial improvement and 
prosperity will either be allocated 
wrongly or will be consumed in a market 
other than industry because of its higher 
profitability. For this reason the Tehran 
chamber has recently issued a statement 
in this regard in which it urged the 
government to introduce within a specific 
period of time a single rate for currency 
at its real price. 

Meanwhile, declining demand can 
be mentioned as a big problem in the 
industry. Industries were put under pres-
sure from several points due to the esca-
lation of economic recession. They were 
faced with shortage of working capital as 
a result of piling produced commodities 
at warehouses. 

These industries even failed to fulfill 
their obligations towards workers in pay-
ing their wages and in taking measures 
against the banking system to return the 
facilities. As a result, they were stuck 
with different problems. Despite a posi-
tive economic growth in 1393 (2014/15) 
and 1394 (2015/16), the issue of demand 
stagnation has not improved yet. The 
condition of industries in 1394 (2015/16) 
was worse than its previous year, and in 
the current year no certain development 
seems to have taken place so far to im-
prove the situation. Statistics show that 
production in stock market industries 
dropped by 9.8% in 1394 (2015/16) as 
compared to the previous year, which 
stood at11.5% taking into account the 
oil products. This decline was higher in 
industries such as automotive and spare 

parts manufacturing, for which facili-
ties were considered, and its production 
dropped by 21.8% in comparison with 
1393 (2014/15). The industry experi-
enced the biggest reduction in production 
among the stock market industries. Min-
eral industries such as cement, plaster 
and lime experienced a tangible produc-
tion decline due to the severe recession 
in the housing and construction market 
and registered the highest reduction of 
21.5% after automotive industry among 
the stock market industries. Naturally, 
this cut is due to lack of demand.

In proportion with the production 
cut, sales have dropped as well. The in-
dustrial sales index reduced by about 
11% in 1394 (2015/16) in comparison 
with 1393 (2014/15). In the sales domain, 
the industries which had the highest pro-
duction cuts, i.e. cement, plaster, lime 
and automotive and spare parts making, 
have registered the highest drop in sales 

too. Iran’s economy in general and indus-
try in particular experienced one of their 
most difficult times in 1394 (2015/16) 
and this situation may perpetuate if ur-
gent measures, however small, are not 
taken to reform the country’s economic 
structure. Nevertheless, forecasts suggest 
a growing trend of improvement in Iran’s 
economy in the current year.

How can the policymaker create 
a more favorable environment for 
industrial business?

The policymaker, in the same 
manner that earlier had thrown heavy 
obstacles in the way of the economy 
by enforcing superfluous rules and 
regulations, today can remove those 
restrictions so that the economy can move 
forward. It is several years that the law 
for constant improvement of the business 
environment has been approved and 
communicated for implementation, but its 

execution has been faced with numerous 
problems, including overlooking of 
Articles 2 and 3 of the law. These articles 
make government organizations obliged 
to inquire the viewpoints of economic 
chambers and associations in the process 
of formulating or reforming rules and 
regulations and refrain from approving 
and implementing new regulations 
without inquiring the private sector’s 
viewpoint.

These articles should become fully 
operational and their implementation 
should be monitored with sensitivity. 
This was one of the demands of Tehran 
chamber from the command headquarters 
of the Economy of Resistance. The 
policymaker should understand the 
conditions of today. We are in post-
JCPOA time and sanctions have been 
lifted. There is no need to be committed 
to the regulations which were adopted at 
the time of emergency and are not of any 
use today. 

The policymaker should appreciate 
the opportunity that has been provided 
today more and take advantage of the 
situation more effectively. The private 
sector has repeatedly warned that this 
opportunity might be lost like many 
previous ones.

Removal of redundant rules and 
regulations, consultation with and opin-
ion poll from the private sector to codify 
and approve regulations and circulars, 
moving towards further liberalization 
and transfer of affairs to the private sector 
can be expected from the policymaker. 

What are the obstacles facing 
industrial exports?

Obstacles on the way of exports, 
both industrial and non-industrial, are 
the same major production problems in 
the country. In a process lacking high ef-
ficiency, goods and services have high 
finished costs and therefore cannot com-
pete in foreign markets in terms of price. 
Meanwhile, due to the use of old tech-

nology and lack of optimum production 
methods the products fail to enjoy high 
quality.

In different industries we have 
different situations. In the oil and gas 
industry due to the natural advantages 
we enjoy, we can have development and 
attraction of foreign investment in order 
to boost production and export. In the 
mining industry too, lack of importation 
of new machinery and technology has 
deprived us from competitive production 
for export. Also, price cuts of basic 
commodities in global markets in recent 
years has added to the cause and faced us 
with problems in these industries. Some 
of our industrial difficulties stem from 
our general policies. In the electrical 
industry private sector producers enjoy 
high export capabilities but grounds are 
not paved.

At present the issue of foreign 
currency rate is also a significant problem 
for the exporter. In addition to problems 
such as unpredictability of the economy 
and artificial control of forex rates which 
make exports uneconomical contrary to 
imports, exporters are being faced with 
secondary problems such as foreign 
exchange tax.

Improvement of 
business environment 
is a permanent need. 

For this reason the law 
which was adopted has 
been called the constant 
improvement of business 

environment.

Q  &  A
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Is formulation of strategies a 
priority for industries or removal of 
business obstacles?

Certainly removal of business ob-
stacles is currently a priority. First the 
industries should come out of the present 
recession in order to survive; then strate-
gies should be formulated for them. The 
industry which is buried up to its neck in 
recession would not need development 
strategy. Of course, having development 
strategy is necessary and required but in 
this field we do not have good experience. 
Earlier, and in 1381 and 1382 (2002/3-
2003/4) an industrial development strat-
egy was codified with great efforts but it 
was lost in the maze of bureaucracy and 
was not applied. Furthermore, it is better 
for each industry to have its own speci-
fied strategy and of course this strategy 
would be formulated by the private sec-

tor associations. It is necessary for the 
government to pay attention to the strate-
gy prepared by the private sector through 
consultation by the government in ex-
ecutive affairs. Industrial activists are 
familiar with the problems and issues of 
a particular industry and of course there 
are skilled experts who by predicting fu-
ture developments in the global industry, 
the trend of its supply and demand and 
its added value could compile strategies 
for them. Today I would not hesitate to 
say that removal of new obstacles in the 
business environment is a priority and 
will lead to better results.

What are the most urgent 
measures the government can take for 
the elimination of business obstacles?

Reform of the foreign exchange 
rate as has been raised in the statement 

of Tehran chamber. The serious demand 
of the private sector in the first step is 
a single parity rate for currency based 
on real prices. Prescribed currency rate 
means allocation of subsidies which 
would boost imports versus domestic 
products and exports. While preventing 
the extraversion and introversion growth 
of the national economy, it would also 
prepare the ground for massive smug-
gling of goods. 

The rent resulting from allocation 
of currency at prescribed rates would 
both overshadow administrative safety 
and prepare the ground for unnecessary 
supervision and inspection of economic 
corporations with transparent perfor-
mance and face economic activists with 
numerous problems.

How business environment can 
be facilitated under these specific 
economic conditions and growing 
recession?

Improvement of business envi-
ronment is a permanent need. For this 
reason the law which was adopted has 
been called the constant improvement of 
business environment. Actually, under 
recession there is further need to such fa-
cilitation. This issue is more essential for 
our economy which was not in a proper 
condition in terms of business before be-
ing affected by the recession. Facilitation 
of the business environment is possible 
through different ways.

The government itself can improve 
so much this environment through reform 
measures instead of waiting for great and 
time consuming developments. The pri-
vate sector has also rightly pointed to 
the problems and has offered solutions 
for their removal. The 10-point demand 
of the private sector from the command 
headquarters of the Economy of Resis-
tance confirms this claim. In a simple 
step we made reference to a number of 
existing problems in the business envi-
ronment which have caused difficulties 
for the economic activists. Major prob-
lems are in the field of taxation and so-
cial security, while the private sector has 
offered no solution which could deprive 
the government of its rights and all the 
solutions are based on implementation of 
the explicit rules and mutual trust. Also, 
in the case of certain industries, such as 
cement, which have been faced with re-
cession due to the policies of the main 

export destination applicable solutions 
have been presented. From the beginning 
of its administration, the 11th government 
has stressed removal of the existing bot-
tlenecks in the business environment and 
of course has been successful in elimi-
nating one of the great obstacles in this 
respect, i.e. the rising inflation. The busi-
ness environment works better with the 
one-digit declining inflation rather than 
the two-digit increasing one. However, 
the government success in controlling 
the inflation rate should spread to other 
areas as well. According to government 
officials, since the beginning, working 
groups have started their activities for 
identification of redundant rules and reg-
ulations as well as unnecessary permis-
sions but still no specific practical result 
has been achieved.

Is the government policy better 
to be focused on the big industries 
and removal of obstacles in business 
environment or priority should be 
given to smaller enterprises?

In our country most of the big enter-
prises are subsidiaries of the government 
and for years they have been under gov-
ernment control. However, they are not 
efficient and their big size demands costs 
more than revenue. Meanwhile, these 
corporations have often not been formed 
via the natural trend available in the mar-
ket. That is to say, it has not been the case 
for a small or medium-sized corporation 
to take shape and gradually and by reli-
ance on its capabilities and innovations 
become a large and effective corporation. 
Our big corporations have been big from 
the very beginning. 

Most of the managers that have 
been assigned to run these corporations 
lacked the required experience and for 
this reason these corporations, due to the 
primary advantage and later with the help 
of the governmental rent, could stand on 
their feet. Concerning big corporations, 
the government priority should be to 
cede them to the private sector. Such a 
transfer can be to legal and real entities 
and even consortiums comprising private 
sector corporations. For the government, 
under the status quo, it is better to save 
its capability for the improvement of 
business environment in micro and macro 
economies. The small and medium-sized 
enterprises should themselves compete 
and become active in the facilitated 

environment and within the appropriate 
policies adopted by the government.

Our small and medium-sized corpo-
rations at present, due to the stagnation in 
demand and inappropriate system of al-
location of bank resources, are both suf-
fering from delayed arrears and also have 
difficulty in maintaining their capital in 
circulation. These corporations, either in-
dustrial or services, have become smaller 
with the adjustment of their work force 
and production cuts. With due regard to 
the optimisms voiced and positive fore-
casts made by international and domes-
tic institutions, if the government could 
take a 5% leap towards economic growth 
and beside that improve the business en-
vironment, it can be expected that the 
corporations, both small and medium-
sized, administer their activities through 
increasing their efficiency. This requires 
the government to accomplish its main 
duties and not occupy the environment 
which is specific for the activity of the 
private sector. Now, some of the corpo-
rations may become bankrupt and closed 

down, in a free competitive economic 
atmosphere this incident is acceptable as 
it is the penalty the economy has consid-
ered for them. But always newer corpo-
rations will start operation which can be 
successful by relying on their innovation 
and creativity.

With regard to the financial 
bottlenecks of the government and 
drop in oil revenues do you think the 
government can take the measures that 
are expected by the private sector?

Surely it can. The private sector 
is not after rent seeking or exemption. 
The private sector seeks a competitive 
free market which will be provided by 
elimination of government interference. 
Demands of the private sector from 
the government are not costly. While 
removal of government from domination 
over the economy would reduce parts 
of its revenues, it will also eliminate a 
greater part of its expenditures and in 
general it will be to the benefit of the 
government. Reform of the banking 
system is a costly measure which has 
entailed great difficulties and outside 
assistance in many countries. For such 
a reform, the government should have 
sound and broad planning and should 
pay the price. But for the cancellation 
or reform of a number of tax and social 
security directives or even exerting 
pressure on state managers to implement 
the explicit law, no cost is needed. 
Improvement of business environment 
starts from such small reform measures. 
We do not expect an overnight evolution 
from the government! 

Now, some of the 
corporations may 

become bankrupt and 
closed down, in a free 
competitive economic 

atmosphere this incident 
is acceptable as it is the 

penalty the economy has 
considered for them.
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Foreign Minister Mohammad Javad 
Zarif pressed his message of Iran’s 
desire for enhancing economic 

cooperation with African countries, as he 
wrapped up his politico-economic tour of 
four African nations in Mali late in July. 
“The visit by this large delegation, 
comprising representatives of Iran’s 
public and private sectors from the fields 
of road and dam building, electricity, 
science and technology, health and 
banking, is the sign of our determination 
to forge ties with West African nations,” 
he said in Mali on the last leg of his 
African tour. Zarif also said his visit to 
West Africa will open a new chapter in 
cooperation between the Islamic Republic 
and African nations.

Zarif and his 70-strong accompanying 
delegation returned to Tehran on July 29. 
On his six-day tour, the Iranian minister 
visited Nigeria, Ghana, Guinea Conakry 
and Mali, met with government offi-
cials and took part in economic forums.   

Iran Bolsters Economic  Ties with African States
Iran’s economic players also signed agree-
ments in the fields of auto and customs af-
fairs with the four West African countries. 
Hadi Nasseri, managing director of 
Seniran Auto - an auto manufactur-
ing joint venture between Iran and 
Senegal - said Iranian auto manufac-
turer Iran Khodro Company will ex-
port its products, namely Samand, Dena 
and Runna to Guinea and Nigeria via 
Senegal. “Iran’s bifuel taxis are very 
popular in Western Africa,” he added. 
Abdolreza Gholami, an official with the 
Islamic Republic of Iran Customs Ad-
ministration, said to improve political 
and economic relations, Iran and the four 
African countries signed preliminary cus-
toms agreements on mutual administra-
tive cooperation and transit as well as co-
operation in valuation and classification 
of goods.

Iran has a significant presence in 
agricultural and economic projects in 
some African countries and has been 

a major contributor to humanitarian 
missions in the continent.

The country is willing to engage 
deeper both politically and economically 
in Africa and bolster its footprints in 
the continent’s development following 
the removal of sanctions on the Islamic 
Republic.

Iranian Banks Resume 
Operation in West Africa

Deputy Chairman of the Export 
Development Bank of Iran Hossein 
Mirjalili said that Iranian corresponding 
banks in the four African countries 
resumed business operation.

He said that upon agreements 
reached with bankers in Nigeria, Ghana, 
Guinea Conakry and Mali, the Iranian 
corresponding banks will resume banking 
cooperation.

Zarif raised the topic of banking 
ties with senior officials of the African 

states and the experts held negotiations 
on resumption of banking ties with 
respective officials, he said.

The two sides agreed to exchange 
banking data and conduct assessment 
prior to designation of corresponding 
banks in respective countries, he said.

Protocols for Economic Cooperation

Iran’s Ambassador to Guinea 
Conakry Hamid-Reza Vahid Kiani said 
10 protocols were signed for economic 
cooperation with Guinea.

He also said Iran-Guinea Conakry 
Joint Economic Commission will be 
formed soon to serve the purpose.

Kiani said Africa is the ‘land of 
opportunities.’

Back in February 2015, Zarif 
travelled to Kenya, Uganda, Burundi and 
Tanzania at the head of a high-ranking 
political and economic delegation. He 
also paid a visit to North African countries 

of Tunisia and Algeria in August 2015. 
Expansion of relations with African 
countries in political, economic and 
cultural fields has been a matter of prime 
importance for Iran’s foreign policy. 
President Hassan Rouhani, who took 
office in August 2013, has repeatedly 
stressed his government’s interest in 
boosting relations with African nations.

Iran’s active diplomacy in Africa has 

been construed as a sign of the country’s 
willingness to engage deeper in Africa’s 
political and economic equations; a move 
that can secure the country’s foothold 
in the region following the removal of 
sanctions against Tehran over its nuclear 
program.

Zarif’s Africa tour was the first by the 
Iranian foreign minister after his success 
in reaching the Joint Comprehensive Plan 
of Action (JCPOA) with the P5+1.

The diplomatic success can serve as 
a model for the region and the world over 
settlement of international disputes with-
out firing a single bullet.

Additionally, growing economic 
capacity of Iran in the post-sanctions era 
can serve as a huge opportunity on win-
win strategy for both Iran and the African 
states.

On July 20 last year, the UN 
Security Council adopted Resolution 
2231 (2015), endorsing the JCPOA under 
which Iran pledged that it would not seek, 

Iran has a significant 
presence in agricultural 
and economic projects 

in some African 
countries and has been 
a major contributor to 
humanitarian missions 

in the continent.
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develop or acquire nuclear weapons. The 
resolution called the deal a “culmination 
of diplomatic efforts” by Iran and the so-
called E3+3 – China, France, Germany, 
Russia, the United Kingdom and the 
United States.

Oil Diplomacy

On the other hand, it seems that 
development of oil diplomacy is the most 
important achievement of Zarif’s Africa 
visit for Iran. Among important fields of 
concern of this new approach is Iran’s 
cooperation with Nigeria in the oil and 
gas sectors.

Nigeria is the 10th oil rich country 
and the 8th oil exporter worldwide. It 
is a major oil producer in Africa and 
that’s exactly why development of oil 
diplomacy with the influential country in 
the world energy market can have many 
benefits for Iran.

The energy diplomacy and power 
generation, distribution and transmission 
are the very suitable grounds for 
cooperation with Nigeria. Nigeria is a 
highly populous African member of the 
OPEC and the World Trade Organization. 
Evidently, cooperation with Nigeria in 
the fields will help coordination in the 
OPEC sessions.

Iran, Ghana to Strengthen 
South-South Coop.

Addressing a convention titled 
“Iran-Ghana Trade and Economy Coop-
eration,” in Accra (July 26), Zarif said: 
“The ground for cooperation is now ready 
and clear for traders, bankers and finan-
cial activists of both Iran and Ghana.”

Zarif underlined that Iran and Ghana 
are two developing countries contributive 
to South-South cooperation.

‘Iranian Investors Storm Nigeria’

“Not less than 70 Iranian investors 
and businessmen are presently in Nigeria 
scouting for potential areas to put their 
resources,” reported allafrica.com on 

July 26.
The investors are already holding 

discussions with a view to investing 
in sectors like banking, education, 
scholarship, agriculture, energy, tourism 
and technology development.

This was contained in a statement 
issued in Abuja by the Special Adviser 
to the President on Media and Publicity, 
Femi Adesina.

Adesina cited Zarif as the Special 
Envoy of the IRI President, who met with 
President Muhammadu Buhari at the 
State House.

Zarif said the Iranian government 
would support the ongoing restructuring 
of the Nigerian economy.

He said: “We are very keen to see 
a better and stronger relationship with 
Nigeria, which is the largest country 
(population) in Africa and a major global 
player.

Zarif said he came into Nigeria with 
a delegation of more than 70 members of 
the Iranian business community who had 
already started discussions in investing 
in sectors like banking, education, 
scholarship, agriculture, energy, tourism 
and technology development.

Earlier, President Buhari had said 
the federal government would work to 
ameliorate the challenges faced by the 

Nigerian economy within a short period 
by understudying the experiences of 
countries like Iran which thrived in 
adversity.

Buhari said the Iranian economy 
remained an inspiration for Nigeria in 
the deployment of technology to har-
ness and export gas, grow food for the 
populace and promote entrepreneurship 
in education.

He said: “The progress made by 
Iran within a short period of 30 years is 
really commendable. Within the period, 
you have been able to harness gas flaring, 
and you are now exporting. You have re-
corded strides in security, manufacturing, 
agriculture and technology.

“You have also achieved a lot in 
nuclear research. I must also congratu-

late you for successfully negotiating with 
America and the European countries on 
development of your nuclear energy.”

The president noted that Nigeria has 
all the potential for growing into a great 
economy through more inclusive plan-
ning, consistency in government policies 
and commitment to the realization of de-
velopment targets.

“In Nigeria, we are learning. We are 
learning the hard way through hardship, 
and we are learning very quickly how to 
explore other sectors of the economy like 
gas, solid minerals and agriculture for 
growth.

“We are grateful for your support 
and cooperation in opening up the Nige-
rian economy for diversification,” Buhari 
told Zarif.

The energy diplomacy 
and power generation, 

distribution and 
transmission are the 

very suitable grounds for 
cooperation with Nigeria.

Mali and Iran Resolved to 
Strengthen Economic Ties

Zarif held talks with Malian officials 
of the chamber of commerce and industry 
during which modalities of the economic 
cooperation were discussed.

“The purpose of this forum is to 
discover the potential of these two coun-
tries. I am sure you know that we are an 
influential country in the continent but 
Mali has enormous potentials in the agri-
culture, mines, energy and infrastructure 
domain. 

“Iran can bring its expertise into 
our economy,” the chairman of Mali’s 
Chamber of Commerce and Industry, 
Youssouf Bathily said.  

A f r i c a
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There are seven risk-prone areas 
in the Iranian economy and if we 
want to enforce the ‘economy 

of resistance’ we should have sound 
plans for the removal of these problems. 
Davoud Danesh Jaafari, a member of the 
Expediency Council and former minister 
of finance and economy comments on 
the extent of the Iranian economy’s 
dependency on oil.

“In the past decades one of the major 
problems of Iran’s economy was fluctua-
tions in the oil price and each year when 
the projected oil price was higher than its 
real global price, Iran’s economy would 
face numerous problems. For example, 
with the imposition of the international 
sanctions when the government was 
faced with declining oil sales and drop in 
oil revenues the foreign exchange price 

was doubled so that the executive branch 
would meet its expenditures by increas-
ing its revenues. This decision reflects the 
vulnerability of Iran’s economy.”

Referring to the fact that in imple-
menting the economy of resistance first 
the unlevelled points in Iran’s economy 
should be identified, he explained: “Eco-
nomic variables in this regard can help: as 
they indicate what economic sectors are 
vulnerable and for making these sectors 
resistant what demands and grounds are 
required. For this study, we can compare 
variables of our country with those of 
Turkey. It should not be forgotten that for 
comparison mere indices should not be 
relied on. Prior to that comparison should 
be made with mean variance or in other 
words with the average of fluctuations of 
an index. What should be considered here 
is that the less volatile an index the better. 

Danesh Jaafari added: “In compar-
ing the economic growth index in recent 
years, we see that the two countries had 
too many fluctuations, but the growth 
frequency in Iran is more eye-catching 
than its western neighbor. In compari-
son, the GDP index of Turkey follows an 
upward trend while Iran is not in such a 
position, which more than anything else 
shows Iran economy’s unreliability. In 
addition, the unemployment rate in both 
economies has been fluctuating but still 
Iran’s fluctuation rate is much higher. Iran 
and Turkey have a population of nearly 
80 million each, but the employment rate 
in Turkey is 26 million and in Iran 21.5 
million. For this reason, it can be claimed 
that the indicator of employment in Iran 

is much more vulnerable than Turkey. 
The member of the Expediency 

Council, referring to the past inflationary 
condition in Turkey which had turned 
the country into a capital for economists, 
added: “This issue has been resolved in 
Turkey and today its condition is better 
than Iran. The average inflation rate 
of Turkey in 10 years is 8%; whereas 
in the past years inflation rate in Iran 
even reached 40%. Meanwhile, in the 
consumer price index, fluctuation in 
Iran is more than Turkey but in banking 
deposit interest rates, a better condition 
is prevalent in Iran which is the result of 
control in this sector. 

He made a comparison between ex-
ports of the two countries and evaluated 
fluctuation indices in Iran to be more vul-

nerable as a result of the sanctions. “In 
foreign investment the chart and curve of 
the two countries are similar with the ex-
ception that the volume of foreign invest-
ment in Turkey is $16 billion while the 
figure is $4 billion in Iran. Of course, the 
volume of Turkish government’s debts is 
much higher than Iran but government 
debts in that country has taken a down-
ward trend while in Iran it has taken an 
upward trend.

Risky Structure of 
Iran’s Foreign Trade

Elsewhere in his remarks Danesh 
Jaafari divided the government revenues 
resources to three parts: direct tax, in-
direct tax, and revenues collected from 

Financial 
Crisis, Iranian 

Economy’s 
Main Problem

government ownership. “In revenues 
gained through government ownership, 
oil is also included. In Iran up to 1391 
(2012/13) some 65% of government re-
sources were obtained through the third 
way, whereas statistics show that the 
share of revenue obtained through gov-
ernment ownership in Turkey is 4.17%, 
South Korea 22% , China 2.12% and 
even Indonesia 27%. 

These statistics show well one of the 
vulnerable points of the Iranian economy. 
This issue becomes more important when 
we come to know that the Iranian govern-
ment’s revenues from direct tax is only 
2.2% less than Turkey’s: but in the con-
sumer and commodity tax section Iran 
has a revenue of 7.2% while the figure is 
56% in China, 22% in India, 34% in Ko-

In the past decades one 
of the major problems 
of Iran’s economy was 
fluctuations in the oil 
price and each year 

when the projected oil 
price was higher than its 
real global price, Iran’s 

economy would face 
numerous problems.
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rea and 55% in Turkey. 
He noted that another risk-prone is-

sue in Iran’s economy is the import rate 
compared to oil sale. “Government rev-
enues come from oil export which is the 
source of foreign exchange needed for 
imports. Oil revenue cuts in Iran can af-
fect the GDP as many production sectors 
depend on technological imports or inter-
mediate goods and naturally reduction of 
GDP is shocking.” 

He pointed to the structure of 
foreign trade as one of the main risks of 
Iran’s economy and said: “Prior to the 
sanctions fuel constituted 81% to 89% 
of Iran’s exports while industrial goods 
had a share of 12%. Meanwhile, in our 
western neighboring country industrial 
goods counted for 78% to 81% of the 
annual exports. In the industrial sector 
Iran has accomplished 73% to 81% 
of its total imports. However, 60% of 
Iran’s imports have been from China, the 
UAE and Turkey. This also aggravates 
the vulnerability of Iran’s economy. For 
example, at the time of the sanctions 
when the UAE began to show anti-Iran 
reactions, blows dealt on Iran became 
more effective. This also applies to Iran’s 
exports as 67% of our exports headed to 
five countries: Afghanistan, Iraq, India, 
China and the UAE.”

The former minister further re-
marked: “When in these statistics we 

move towards the details, we see more 
signs of vulnerability as seven of 10 
Iran’s key export items are related to oil 
and as for import, foodstuffs and indus-
trial substances are high on the list. As for 
exports, fluctuations in the oil price can 
face the country with problems such as 
shortage of income. Sanctions would also 
affect imports and our industry will face 
numerous problems. The bottlenecks we 
faced in auto making under the sanctions 
proved this claim. In the field of inflation 
and liquidity enough has been said and 
this section is another vulnerable part of 
the Iranian economy.”

Employment and Economy 
of Resistance 

Danesh Jaafari added: “Unemploy-
ment is another problem of our economy 
and today every household is suffering 
from the dilemma. The wrong policies of 
the past resulted in the closure of many 

production units in the country. Statistics 
show that employment in the industry and 
agriculture sectors is declining while it is 
growing in the service sector. However, 
if we seek to stick to the Economy of Re-
sistance, the issue of employment should 
be solved. Yet another problem faced by 
the economy is the exchange rate. What 
we should do here is to balance the sup-
ply and demand in a non-mandatory but 
operational and executive form.” 

The former finance minister referred 
to financial crisis as the major predica-
ment the Iranian economy is facing. He 
noted: “The triple increase in value of US 
dollar (against local currency) caused es-
calation of financial demands in the coun-
try. Under these circumstances the banks 
which are the main suppliers of money 
were faced with the crisis of resources 
which created many problems for Iran. 
This problem alongside hiding financial 
resources can further cause stagnation.” 

Danesh Jaafari referred to fluctua-
tions in economic growth and increase 
in government’s expenditures as another 
risk-prone area and said: “Of course there 
is vulnerability in other areas such as the 
environment, however a solution should 
be found. Presence of these many prob-
lems does not mean that there is no thera-
peutic way. The goal is rather identifica-
tion of problems so that in future we will 
not face similar situations.” 

Unemployment is 
another problem of our 

economy and today every 
household is suffering 

from the dilemma.

E c o n o m y

Tourism, Oil & Petchem, 
Transportation

What are the industries that so 
far have failed to be a driving 
force for employment or growth 

but they may become a driving force for 
both in future? 

Davood Souri, a faculty member of 
Sharif University of Technology refers to 
the three industries of “tourism”, “oil and 

petrochemicals” and “transportation” 
of which tourism and transportation 
are perhaps newer domains. He does 
not hold an optimistic outlook about the 
construction sector which now has a share 
of over 8% in the GDP. “The construction 
industry is not an industry that can help 
us achieve acceptable economic growth.” 
However he does not make a reference 
to this sector as deterrent to economic 
growth but says that its share should not 
exceed the GDP and that the capital in 
this sector should be directed towards 
more effective sectors. The top economist 
also states: “Sustainable economic 
growth will emerge when our economy 
is outward looking and our corporations 
can present their products outside the 
domestic market.”

Generally, if you want to mention 
three industries which can accelerate 
the speed of Iran’s economic growth, 
what would they be?

I personally think that if the govern-
ment and other sectors invest on tourism, 
provide the necessary conditions for its 
growth, prepare its infrastructures, and 
make the required institutionalization in 
this field this sector of our economy can 
be very effective and influential. There 
are also the oil and petrochemical indus-
tries which can act as a driving force in 
our economy in future and can do this 
for years. Besides these industries, if we 
want to mention a newer sector it will be 
transportation which has high potentials, 
is persistent and can bring about more 
benefits than merely in the field of trans-
portation. I believe we should have more 
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In the new chapter of Iran’s 
economy, we are witness to the presence 
of investors from other countries in 
the post-sanction era. In your opinion, 
which sectors of the Iranian economy 
are prepared to render more help to 
the economic growth by attracting 
foreign investments?

Given that we have been under sanc-
tions for long years and an inappropriate 
image has been portrayed of Iran in other 
countries, we should not expect that for-
eign investor will bring massive capitals 
to our country so soon. They need to see 
some warranties for their capitals and this 
may take time. We should go after very 
small investments with less risk and in-
vite people to enter into this sector, with 
the hope that bigger capitals would enter 
the Iranian economy gradually. At present 
oil and gas are among sectors that foreign 
investors would enter easily as resources 
are there; but in other sectors it needs 
much work in order to lower investment 
risk of individuals. Perhaps one of the 
best sectors is tourism where establish-
ment of a hotel or tourism location would 
not require large investments compared 
to other sectors and can attract investors 
so that they would come to Iran and after 
seeing the capacities they would make in-
vestment in this sector.

Which sectors of the economy 
would you consider deterrent 
industries?

Look, I do not want to mention the 
housing sector as a deterrent sector but 
usually there is an assumption about the 
housing sector that if it starts operation 
due to its connection with 40 other 
industries, it could play an effective role 
in the growth of the economy. This is a 
big problem that we want to rely on the 
housing sector while this sector cannot 
act as a driving force in the economy. 
Continued emphasis on attracting capital 
into the housing sector will practically 
lock up our domestic capital. Our mindset 
about this sector should be reformed and 
blocked capitals should be taken out 
and spent on industries that can have 
connections with the outside world. In 
fact, products should be considered that 
have the possibility of being exported and 
more attention should be paid to industries 
that can attract foreign investors.

At present oil and gas 
are among sectors that 
foreign investors would 
enter easily as resources 
are there; but in other 
sectors it needs much 

work in order to lower 
investment risk of 

individuals.

activities in these fields. 

It seems that the common point in 
the three fields is interaction with other 
countries. Definitely for having an ac-
tive tourism industry, exports in the oil 
and petrochemical sector and improve-
ment of transportation interaction 
with other countries is imperative.

Willy-nilly in the contemporary 
world no country can remain alone. Isola-
tion is the fate of North Korea. Our inter-
action with other countries can definitely 
affect the three aforementioned areas and 
can improve our position. We should not 
let a minor incident make us isolated.

E c o n o m y

In fact, do you think that 
construction is not an appropriate 
sector for new investments?

In my opinion, the construction 
industry is not an industry that can bring 
us an acceptable economic growth. 

But it has a share of 8% in the 
GDP. Do you believe the figure should 
further cut?

By what I said I did not mean that the 
share of construction sector in the GDP 
should be further lowered; what I mean 
is that this share should not increase. We 
should not shift our financial resources to 
this sector and we should not add more 
fuels to the furnace in this sector.

Currently there are more than 1.6 
million empty houses in the country 
on which a huge amount of money has 
been spent. 

It is not only empty houses. You see 
how much capital has been injected into 
this sector which is not being used. Put 
these aside, suppose that if according to 

the standards the housing per capita is for 
example 20 meters and a 60-meter flat 
is enough for a three-member family. If 
they live in a 120-meter flat that is to say 
they have access to 60 meters more than 
the standard. 

Meanwhile, the capital going into 
this sector can be invested in production, 
the stock exchange or the bank. The fact 
that a family would buy a new house as 
soon as they save some money means 
that the capital is being wasted. These 
types of capital throughout the world 
would go to the banks and then would 
reach the industries but we transfer all 
these capitals to the construction sector. 
Of course, there is a reason for such an 
approach; it seems our people make a 
right decision to protect themselves but in 
general it is not a correct policy. However, 
this sector cannot be called deterrent as it 
is making growth but we cannot expect 
it to have the desired growth because we 
have better industries and it is better to 
make investment in those sectors. 
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British monarchy is faced with 
division under conditions that 
Scottish and Irish people who had 

different views from the people of England 
and Wales, rang the separation bell very 
rapidly. Mehrdad Emadi, a UK based 
senior Iranian born economist believes 
that the current trends will certainly lead 
to separation of Scotland and possibly of 
Ireland in three or four years, and that the 
secession of Britain from the European 
Union will be a long-term and perhaps a 
permanent separation.

Did you participate in the Brexit 
Referendum?

Yes, I did. In all of the elections 
that I have participated in Britain, I 
have voted within the framework of the 
policies of the Liberal Democrat Party. In 
a previous interview two months ago, I 
stated my opinion on Britain’s remaining 
or leaving the European Union. The 
Liberal Democrat Party has always been 
in favor of Britain’s rapprochement with 
the EU. Even in (policies related to) the 
defense system and military forces, it 
believes that it would be better for Britain 
to be more consistent and coordinated 
with the EU than, for example, with the 
US. Not only did I vote for Britain to stay 
in the EU but also defended that option 
in every opportunity that I had in private 
gatherings.

Statistical data published on the 
referendum shows the youth mostly 
wanted Britain to remain in EU but 
that the elderly voted in favor of its 
exit. Does this whole issue go back to 
the same historical root and the not so 
distant years you mentioned?

That’s definitely so. Since years 
ago, there has been the conviction among 

the middle-aged and the elderly that the 
EU laws make them lose their jobs and 
instead the immigrants get those jobs. But 
a very important point is in the quality of 
the votes of the youth. The youth under 
30 or 35 have more access to the raw and 
unbiased data. They can get information 
via English websites and newspapers of 
other countries like the US, France, and 
Germany. 

In other words, they don’t rely much 
on British printed media. Rather, they 
can have multiple accesses to informa-
tion when they wish to research on a top-
ic. The story is different for the elderly. 
Ever since Rupert Murdoch bought The 
Times daily newspaper of London, the 
British media could no longer be reliable 
or precise as before, since Murdoch is 
staunchly anti-Europe and opposed to the 
EU protectionism. 

People over 35 have not only less 
access to the free media of other coun-
tries, but also are under the influence of 
Murdoch’s right wing media channels 
and networks. My wife, a professor of in-
ternational relations and political science 
in Britain, had predicted that the outcome 
of the referendum could be viewed in the 
British newspapers that were published in 
the past few months; the newspapers that 
were at the disposal of the people at res-
taurants, coffee shops and hairdressers, 
the headlines of which were channeled to 
the British homes by the people. 

For example, the news circulated 
in a small town in Cambridge-shire was 
that some 16,000 Polish workers had 
entered the town and were employed in 
two years. The news did not elaborate 
that these workers paid more taxes and 
filled the existing gap in the service labor. 
The middle-aged and aged generations, 
whose information relied only on national 
media and local newspapers, were mostly 
influenced by the prevailed atmosphere, 
but the youth who had better access 
to the unbiased news analyses, voted 
impartially.

How long do you think Britain can 
save its own unity?

Immediately after the referendum 
and announcement of its result, the 
British, even those who were insisting 
to exit the EU, maintained that they will 
continue to stay with Europe and no 
one should think of the British as non-
Europeans. The reason was clear: the fear 
of being punished by the market. In spite 

British Exit  from EU 
Is a Loss to  Both Sides

E u r o p e
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of that, we witnessed that the London 
Stock Market suffered steep losses. 

An expert in Japan’s Stock Market 
told me that a long line for selling the 
Sterling in the market had been formed. 
Everybody became worried after the 
referendum as economies won’t work 
based on jargons. The EU leaders were 
shocked and took stands against Britain 
and even reacted towards the British prime 
minister who talked about beginning of 
negotiations on the British exit in the 
next three months. Even Britain was not 
invited to a recent EU session on its exit 
despite the fact that it was still legally an 
EU member. 

The EU leaders will no longer ac-
cept Britain to sit with EU members at 
the same table. They even talked about 
discontinuing EU assistance to low-in-
come regions in Wales and Britain by the 
end of the year and that is how the alarm 
was heard in Scotland. I am not going to 
comment on the situation in Ireland. But 
as far as Scotland is concerned, I am bet-
ter informed as I have colleagues who 
work in the office of the first minister. I 
believe that within the next 18 months, 
preparations for holding a Scottish (in-
dependence) referendum will be carried 
out. Meanwhile, a better morale reigns in 
Scotland this time. Prior to the previous 
referendum, Edinburgh was informed by 
the EU that it would not be accepted as an 
EU member once it was separated from 
Britain and that it must apply separately 
for the membership. 

But this time, the word is being cir-
culated in Brussels that once Scotland be-
comes independent from Britain, it would 
certainly be accepted as an EU member 
because the Scottish nation has shown 
all the characteristics of being European. 
Such an event would encourage the Irish 
people too to hold a similar referendum 
within a year after secession of Scotland. 
If such things happen, what remains is 
just England with a mediocre and Wales 
with a poor economy. In such a case, Brit-
ain’s weight would be even less than that 
of Italy. Once the situation continues that 
way, we will witness the beginning of the 
disintegration of the United Kingdom in 
less than two years.

Is British exit from EU going to 
happen anyway?

Yes, the exit will certainly take 
place. In the English language, we have 
the two words of estrangement and di-

vorce. I believe this would be like a per-
manent divorce.

In the wake of such a blatant 
defeat, if Britain manages to preserve 
its integrity and prevent secession 
of Scotland and Ireland, what could 
possibly be the path for London to 
return to EU?

In that case, I should say that Britain 
will continue to be important because of 
the North Sea, its oil and its naval bases 
in Scotland. If Scotland and Ireland 
remain in the United Kingdom, then 
another path would be impeded. Then the 
path would not be permanent separation, 
but the world will probably see Britain’s 
renewed attempt to rejoin the European 
Union in less than six years. Such a 
request would likely be accepted but not 
under previous conditions. Next time the 
EU would be much stricter and Britain 
should, like Romania and Hungary, pass a 
trial period, and most likely has to accept 
the euro as its currency.

What future is looming for EU 
without Britain?

It is in no way a good achievement 
for the EU at all. The EU has lost its sec-
ond largest economy. The largest Europe-
an stock exchange, i.e., the London Stock 
Exchange, has been disjointed from the 
Union. The London Stock Exchange 
would rank first globally and its three-
month transaction value would even be 
higher than New York Stock Exchange, 
once the military corporations would 

be unplugged from the New York Stock 
Exchange. Now the EU has lost such a 
market. 

Also, the largest research, scientific, 
and technological centers that are 
embedded in universities like Cambridge 
and Oxford will exit from the EU research 
system. It is interesting to know that the 
budget of ten major British universities for 
technological and industrial researches is 
funded by the European sources. With the 
costs paid by Europe, the inventions and 
results of the researches would be owned 
and registered by the EU and would 
be exploited only by EU permission. 
According to the statistics, 17 of the 
most successful innovations registered 
between 2009 and 2015 have been 
achieved at British universities. 

From this point of view, British exit 
would be detrimental for both sides as 
Europe loses several significant research 
centers while the British universities face 
budget dilemma. 

Also in political arena, the British 
presence had raised the EU’s weight in 
bargaining with the US. The Iranian is-
sue was the best example. At the time 
when Washington had stood firmly in the 
case of the implementation of food for 
oil plan, the EU and Britain opposed it as 
they believed the human cost of the plan 
was too high. Furthermore, on the issue 
of inspecting all waterways in the Persian 
Gulf that was proposed by the US, it was 
the British Conservative Party that began 
to oppose the plan and consequently the 
EU rejected it. With the British exit, the 

EU’s power in such issues would also be 
subsided. There is no doubt that there ex-
ists a great concern within the EU about 
the British withdrawal.

What forms do banking transac-
tions take for both sides after Brexit? 
Which one is hit more severely: Britain 
or EU?

In the short-term, the cost of 
separation in the banking system is 
heavier for the EU. But it will be Britain 
that suffers more losses in the long run. 
Around a third of the money that is 
in circulation in the London market is 
funded by the European banks. Since 
the London banking system is far ahead 
of the rest of Europe, it has been able to 
attract more money. After leaving, the 
money is gradually going to be moved to 
Germany. 

Since years ago, Frankfurt has been 
trying to turn into the Union’s banking 
hub and it has achieved such an opportu-
nity presently. Meanwhile, I am informed 
that corporations such as Mitsubishi 
Bank of Japan or Taiwanese conglomer-
ates plan to minimize their commercial 
activities in London and instead move 
their main offices in Europe to Frankfurt. 
The winners of Brexit in the banking sys-

tem are definitely Berlin and Frankfurt. 
While Berlin is the capital city of 

Germany, Frankfurt is the country’s base 
for its central bank. London has also been 
so far the world’s most important center 
for the largest insurance companies for 
natural disasters such as earthquakes, and 
so on. With the departure of Britain, the 
customers’ motivations of such insurance 
companies would be lost while we will 
soon witness the influx of such customers 
to German and American insurance com-
panies. Lloyd’s of London, the company 
that in a recent message announced its 
strong opposition to the withdrawal from 
the Union, is the biggest loser in the in-
surance market. 

What will happen in Britain’s 
labor market after Brexit?

Most of active migrant labor force in 
Britain are Europeans from countries such 
as Hungary, Poland, Estonia, and Lithua-

nia who are considered semi-skilled, i.e., 
technical labor forces who are capable of 
doing electrical and constructional works 
and can handle machineries; moreover, 
they have very high motivation and flex-
ibility and are accountable. On the other 
hand, the British labor force in European 
countries are skilled with university edu-
cation and work in stock exchange mar-
kets and major corporations and earn high 
salaries. Now, the split between Britain 
and the Union hits both these groups of 
people. Even I myself as an economic 
consultant working more with the Union 
and outside Britain am going to face di-
lemma. Skilled British labor forces have 
only two options: either to apply for 
citizenship in the countries where they 
work, or apply for permanent stay there, 
because only in such cases they can get 
work permit in the European Union. Such 
a restriction causes great difficulties. 

In contrast, workers who have come 
to Britain during the last four years and 
have not paid taxes are called to clarify 
the situation of their stay. I believe we 
will witness a reverse traffic between 
Britain and the Union. Statistical data 
show that less than one fourth of migrant 
workers in Britain and in the EU countries 
return to their home countries. I think the 

The EU leaders will no 
longer accept Britain to 
sit with EU members at 

the same table.
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extremists in the Conservative Party who 
favored separation from the Union would 
experience regret very soon.

What do you think of advantages 
and disadvantages for our country? 
Some have said this separation can be 
beneficial to Iran. What do you think?

Iran, as an important economy, is 
returning to the global economy. Brexit 
might not have a direct and rapid effect 
on the Iranian economy. But the fact is 
that Iran’s significance increases with 
Brexit due to supplying oil to the EU 
countries as they are going to be deprived 
of the North oil and various exemptions 
they benefited. 

In fact, the Iranian card gets a higher 
value for the European countries. As a 
result, we will see that gradually more 
and higher-level business delegations 
are going to visit Tehran and look for 
contracts in the field of energy supply, 
industry and engineering in Iran. On the 
other hand, it would also be possible that 
the EU open its doors more widely to 
the Iranian goods because the European 
countries can no longer play the British 
card. This might be a lateral opportunity 
for Iran and can have positive implications 
for our economy if the Iranian diplomatic 
and commercial teams work well.

How about our relations with 
Britain? Has an opportunity come up in 
trade relations with Britain as London 
has lost its largest trade partner?

Yes, considering that Britain’s 
economic dependence on European 
markets goes down, the importance of 
the Iranian market goes up somehow. 
However, one should have in mind that 
the political development in Britain is 
not very much encouraging such an 
opportunity. The team that was staunchly 
supporting the British withdrawal from 
the EU was the extremist faction of the 
British Conservative Party and if it comes 
to power, it has very friendly ties with one 
of the Middle East countries. 

Prior to the referendum, I was 
informed that oil and industrial lobbies 
in Glasgow and Edinburgh were willing 
to cooperate with Iran. However, the 
Conservative extremists come to power, 
Britain would not be inclined toward 
Iran. Though, this would not be a pretext 
for Tehran to remain indifferent or not to 
take necessary steps.  

Iran Should Adopt  a Neutral Stance on Brexit
With a 52% vote in favor of 

Britain’s withdrawal from the 
EU in a referendum on June 

23rd, the world and more importantly the 
European Union sustained a huge shock. 
Based on the result of this referendum, 
the EU will lose one of its major and 
most important members. However, Fe-
reydoun Khavand, an economic analyst 
and professor of Rene Descartes Univer-
sity of Paris believes that the economic 
shock caused by the Brexit will not be 

as effective as the 2008 financial crisis. 
Khavand considers Brexit a political 
event with economic repercussions for 
having occurred in one of the most im-
portant financial, industrial, commercial 
and technological centers of the world. 
He believes the role of the EU officials 
in harnessing the crisis and reducing its 
economic losses is essential. In general, 
Iran’s interests will depend on a United 
Europe as it can create more diversity in 
terms of power at global level and help 

maintain the balance at international 
level. Since Iran in its relations with 
Britain enforces the overall EU regula-
tions in commercial terms, no change 
will occur in Iran’s policies and relations 
with Britain. 

Commenting on Iran’s reaction to 
Brexit while supporting the stance of the 
Foreign Ministry in this respect, Kha-
vand said: “Based on diplomatic prin-
ciples, Iran should remain completely 
neutral towards separation of Britain 

from the European Union.” The worst 
post-Brexit hypothesis Khavand consid-
ers is that Donald Trump would win the 
forthcoming presidential elections in the 
Unites States. Presence of this person 
in the White House and election of an 
extremist member of the British Conser-
vative Party as Britain’s prime minister, 
will naturally lead to a difficult situa-
tion for Iran. Pointing out that Britain 
has not signed the Schengen accords, he 
said Brexit will cause no change in the 
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process of entry and exit of Iranians to 
and from Britain.

Many economists around the 
world believe that British withdrawal 
from the European Union has dealt a 
shocking blow on the world economy 
similar to the 2008 economic crisis. 
How could Iran be affected by Brexit 
aftershocks?

To draw a comparison between 
the economic shocks caused by Brit-
ain’s withdrawal from the EU with what 
was experienced in the aftermath of the 
2008 financial crisis seems a little hasty. 
The 2008 disaster had merely economic 
roots and its spread on a global scale 
took place through banking and finan-
cial channels, prior to sweeping almost 
different sectors of the “real economy”. 
But Brexit is a political earthquake 
which, because of taking place in one 
of the largest global groups of regional 
convergence and one of the most im-
portant financial, industrial, commercial 
and technological centers, can entail 
economically significant repercussions. 
But at present, beyond the shocks after 
the June 23 referendum, real economic 
dimensions of this event can be hardly 
predicted. 

Everything will depend on the cri-
sis management by the leaders of the 
European Union and Britain. There is no 
doubt that since the founding of the Eu-
ropean Economic Community (the cur-
rent European Union) until today, which 
covers a history of close to 60 years, 
Brexit is the most terrible crisis the EU 
has faced. This very dangerous political 
crisis, if not managed properly and wise-
ly, can create a long period of instability 
that would naturally take the breath of 
economic activity in an expanded part of 
Europe and will leave negative impacts 
on the global economy. This pessimistic 
scenario, if realized, will entail negative 
impacts for all countries, including Iran 
due to the importance place of the EU in 
the world economy. 

It is enough to mention that the 
downward growth rate in Europe by af-
fecting the entire economic activities in 
the world will reduce demand for oil. 
This event will create a new obstacle 
on the way of re-boosting the global oil 
market and Iran will naturally sustain a 
loss as a result of reduced oil revenues. 

But an optimistic scenario can also be 
considered and that is crisis manage-
ment by the EU leaders. The problem 
is that now the gloomy outlook is more 
likely than the optimistic scenario.

Immediately after the Brexit 
vote, President Hassan Rouhani’s 
deputy chief of staff for political af-
fairs, without saying why Britain’s 
withdrawal from the EU is positive 

for Iran, described the event as an 
“historic opportunity for Iran.” He 
said it is a long time that the EU has 
lost the trust of its people and that this 
new trend will cause more power, se-
curity and well-being for others. Do 
you agree with the comments?

Making such statements by a jour-
nalist, a party leader or even a researcher 
of historical issues is entirely normal. 
However, hearing such words from an 

official at the level of political deputy 
of the Presidential Office is very sur-
prising, especially in a country where 
both the chief executive and the minister 
of foreign affairs during the past three 
years have worked hard to establish a 
mature diplomatic discourse in Iran’s 
international relations. In addition, re-
marks by Dr. (Hamid) Aboutalebi that 
Europe’s political difficulties provide a 
“historic opportunity” for Iran are not 

consistent with historical experience. 
Europe, before taking steps on the path 
of economic convergence and politi-
cal unity, was the most dangerous cri-
sis generating center of the world. Two 
fatal tragedies of the twentieth century, 
namely the first and the second world 
wars, originated from Europe. The after-
shock of these two great butcheries also 
reached Iran and we saw that both in the 
first and the second wars, our country 

went through great ordeals. World War I 
plunged a large part of Iran into famine 
and the World War II brought aliens into 
our country and practically put an end to 
our national sovereignty.

Under these circumstances, how 
can we say that the internal conflicts in 
Europe will be tantamount to a historic 
opportunity for Iran? Iran’s sustainable 
strategic interests are more in compli-
ance with a United Europe rather than a 
separated Europe. If Iran does not want 
to go under the exclusive domination 
of the US dollar, it should welcome the 
presence of a powerful currency such 
as the euro. Diversity of power in the 
world, including in the monetary era, 
is beneficial to Iran. None of the EU 
member states (including Germany) are 
big enough alone to wrestle with the su-
perpowers of the 21st century (the US, 
China and probably India in future). 
Instead, if the European Union remains 
integrated, it can turn into a formidable 
political and economic pole and prevent 
the world from being dominated by two 
or three superpowers. Thus a United 
Europe can create more diversity in 
terms of power at the world level and 
help maintaining the balance at the in-
ternational level. Iran, like many other 
middle powers, will take advantage of 
this balance.

“Based on diplomatic 
principles, Iran 
should remain c

ompletely neutral 
towards separation 
of Britain from the 
European Union.” 

With Britain’s withdrawal from 
the EU and its discharge from the 
union’s restraints and regulations, 
what changes are expected in bilateral 
trade and economic relations between 
Iran and UK?

Britain, like the other 27 members 
of the European Union until its final 
withdrawal (which will become opera-
tional at least in another two years) will 
be subject to the rules governing the Eu-
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ropean Common Market. On the basis of 
these rules, territories under the cover-
age of 28 countries are considered mem-
bers in a unified customs area. Within 
this area, the goods, services, capital, 
and citizens of member states (albeit 
with the conditions that are not the same 
for all countries) can be freely moved. 
In relation to non-member countries, the 
EU is committed to the “common com-
mercial policy” whose regulations are 
prepared and approved by the institu-
tions of the union and are applicable to 
all members. In other words, all the EU 
member states will implement unified 
customs rights on imported commodi-
ties and their regulations in the field of 
campaign against dumping are similar. 

An Iranian businessman who wants 
to export goods to Germany considers 
the EU commercial regulations. The 
same regulations are practiced in Spain, 
Poland and Italy. All the 28 member 

states in the World Trade Organization 
have a single representative who talks 
on behalf of the union and signs con-
tracts. Also, it is the EU which enters 
into talks on bilateral agreements with 
different countries. Talks between the 
EU and Iran over the signing of a trade 
and cooperation agreement started in 
2002, but did not reach a conclusion due 
to different problems including Iran’s 
nuclear dossier. To make it short, in its 
relations with Britain in terms of com-
merce, Iran implements the overall EU 
regulations. Britain, after withdrawal 
from the EU, will practice its own spe-
cific commercial regulations. I don’t 
think commercial relations of Iran and 
Britain will undergo any change as a re-
sult of this shift. 

Considering the lifting of the 
EU sanctions against Iran and Iran’s 
gradual return to global markets, 
how can Brexit affect the process of 
globalization and Iran-EU relations?

Britain, as a member of the group 
known as P5+1 was present in all the 
stages of the negotiations with Iran over 
its nuclear case, which led to the signing 
of the Joint Comprehensive Plan of Ac-
ton (JCPOA). In other words, the EU ap-
provals and regulations concerning the 
process of cancellation of the sanctions 
by Britain will be also respected. The 
future of economic relations between 
Iran and Britain will mainly depend on 
the type of relations Tehran intends to 
establish with the big and average pow-
ers of the world. Basically, Iran should 
remain entirely neutral in its stance vis-
a-vis Britain’s separation from the EU. 
The fact that Iran’s Ministry of Foreign 
Affairs has announced that “withdrawal 
of Britain from the European Union will 
bring no change in Iran’s approach to-
wards that country” is a totally logical 
position. Of course, economic relations 
between the two countries will definitely 
be influenced by the two countries po-
litical stances in the future. For instance, 
the stance David Cameron’s successor 
will adopt towards Iran will be highly 
vital in this regard. Prediction of such 
developments is not easy, and in these 
cases up to the clarification of the situa-
tion, the best way is to use very common 
classical sentences in the international 
language of diplomacy. 

Britain, as a member of 
the group known as P5+1 

was present in all the 
stages of the negotiations 
with Iran over its nuclear 

case, which led to the 
signing of the Joint 

Comprehensive Plan of 
Acton (JCPOA).
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the country plays the role of a connect-
ing point between the member states. On 
the other hand, Iran has a special status 
among Economic Cooperation Organi-
zation countries and can provide con-
nectivity between Singapore and ECO. 
Iranian companies, especially those 
involved in petrochemical fields, can 
establish favorable relations with Singa-
pore. Singapore’s participation in con-
struction and development of harbors 
and equipping docks with high capaci-
ties of loading and unloading of cargo 
at the ports of our country are welcome. 
Iran is ready to welcome any participa-
tion of the world’s only island city-state 
in this sector including investment, man-
agement, and establishment of harbor 
installations. The history of political re-
lations between Iran and Singapore goes 
back to about 48 years ago. The volume 
of Iran-Singapore trade exchanges has 
declined in recent years due to the unjust 
sanctions imposed by the West against 
Tehran. Singapore is considered a rival 
of Switzerland in the world in the field of 
banking and monetary system.

Now with the sanctions lifted, Sin-
gaporeans have announced their readi-
ness to invest and participate in a number 
of infrastructure projects such as con-
struction of scientific, technological and 
industrial settlements, and hotels, and 
also in pharmaceutical and medical in-
dustries and have taken effective steps. 

Iran is seeking FDI in 
the planned expansion of 
its international railway 

grid by 15,000 kilometers 
to a total of 25,000 

kilometers, Rabiei said.

Continued from page 91 

Iran International Magazine intends to publish a pictorial book covering the most important developments 
affecting Iran in domestic, regional and international arenas in recent years. The exquisite collection of 
captioned photos will appear under the title “Iran Today”.
Iran International invites all Iran lovers to help it improve this album by providing photos on the following 
subjects:

 Iran’s global presence at international arena
 Iran, a hub for global economic & trade markets
 New domains of urban life in Iran
 New landscape for Iranian industries
 Iran’s scientific, cultural and artistic achievements in the international arenas
 The role of specialized women in growth & development of Iran 
 Recent developments in Iran tourism industry
 Unprecedented presence of Iranian sportspersons in international events
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Singapore, a modern and rich coun-
try, is located in Southeast Asia and 
neighbors only Malaysia and Indo-

nesia. Over the past two decades, Sin-
gapore has achieved dramatic economic 
development the main cause of which, 
according to experts, is the 100 percent 
increase in the value of its national cur-
rency. This growth, in turn, is due to the 
increased economic opportunities and 
investment along with promotion of job 
opportunities in the country. Safe invest-
ment and secured living in this Asian 
country have encouraged its people and 
small capitals to enter into its market, a 
development that boosted its economy in 
an unprecedented way. 

The wealthy Singapore has three 
advantages: being located on the cross-
road with South America and Australia, 
enjoying extensive banking relationships, 
and having 600 important ports linked to 
the world. There are many advantages 

for Iran to have ties with this country. 
However, in the wake of the lifting of 
the international sanctions against Iran 
in 2015, Singaporeans outsmarted Irani-
ans in establishing relations between the 
two countries and called for expansion 
of bilateral ties. Accordingly, a delega-
tion of Singaporean businessmen led by 
the Singapore Business Federation (SBF) 
traveled to Iran in February with the aim 
of developing economic ties and identify-
ing investment opportunities. The visit of 
the Singaporean delegation indicates that 
country’s intention to strengthen relations 
with the Islamic Republic of Iran, an op-
portunity that many other countries are 

also looking for. 
According to the statistical data re-

leased by the IRI Customs Administra-
tion, the total value of trade exchanges 
between Iran and Singapore in 2011 was 
more than $5,600 million. The figure de-
creased to $2,100 million in 2012 due to 
the sanctions and banking obstacles. This 
happened in conditions that the value of 
total trade in this 712-square-kilometer 
Island in 2013 was $777,899 million, of 
which $407,453 million was the share of 
its exports and over $376,441 million the 
share of its imports. 

Iran is reaching out to businesses 
in Singapore for investments of up to $1 
trillion in infrastructure projects over the 
next 10 years.

In May, an Iranian delegation, head-
ed by Ali Rabiei, Minister of Coopera-
tives, Labor and Social Welfare accom-
panied by Head of Tehran Chamber of 
Commerce, Industries, Mines and Agri-

culture visited that country. Rabiei’s visit 
to Singapore was the third by an Iranian 
minister in less than three months.

Rabiei flagged property as a high-
light in the said infrastructure develop-
ment that is open to foreign direct invest-
ments (FDI). He was addressing business 
leaders at SBF Iran-Singapore Forum.

Iran is also seeking FDI in the 
planned expansion of its international 
railway grid by 15,000 kilometers to a to-
tal of 25,000 kilometers, Rabiei said.

He named the automotive, manu-
facturing, aviation, banking, fast moving 
consumer goods, healthcare, transporta-
tion, information technology, petrochem-
ical, tourism, pharmaceutical and mining 
industries as potential sectors for collabo-
ration with Singapore.

Investments in these sectors would 
go beyond the reported US$170 billion 
FDI sought for oil and gas, including 
US$100 billion for upstream and US$70 

billion in refining projects.
To attract foreign investors, the 

Iranian government is extending up to 
10 years of tax exemption for FDI in 
underprivileged areas and up to five years 
for FDI in special selected zones, Rabiei 
said. Foreign investors are also entitled to 
repatriate capital and revenue to foreign 
(bank) accounts, he added.

SBF-led business missions to Tehran 
- including a visit in late February by 
Minister for Trade and Industry (Industry) 
S Iswaran - have facilitated exchanges on 
possible joint ventures.

Two MOUs were announced alone 
this May between businesses in Iran and 
Singapore. The signing of the second 
MOU was witnessed by Rabiei in late 
May.

Singapore’s TuffChem Environmen-
tal Services Pte Ltd signed the agreement 
with Iran’s leading petrochemical player, 
Tamin Petroleum & Petrochemical In-

vestment Co (Tappico).
Separately, DBS has been invited 

to Iran to help set up the banking 
infrastructure required for direct funds 
transfer to Singapore, said the president 
of the TCCIMA Mohsen Jalalpour.

Companies in Singapore have 
cited banking issues as a key hurdle to 
doing business with Iran. But Jalalpour 
expressed confidence that this “last wall 
and gate” to normalized bilateral business 
and trade relations will be removed in the 
near future.

Business ties are set to warm up in 
the maritime industry as well. The Is-
lamic Republic of Iran Shipping Lines 
(IRISL) and National Iranian Tanker Co 
(NITC) are in talks with Keppel Offshore 
& Marine and Sembcorp Marine, about a 
ship repair joint venture. This is likely to 
be operated out of Bandar Abbas.

Fleet expansion is on the table for 
the two Iranian ship owners. IRISL tar-

Singapore’s 
Economic 

Growth Miracle
Singapore’s GDP Per 
Capita Has Reached 
$12,000 Today from 

$400 in 1959
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gets to increase its drybulk tonnage to 4.5 
million deadweight tons from 2.5 million 
dwt by 2020, and NITC is looking into 
floating liquefied natural gas (LNG) proj-
ects and LNG shipping.

IRISL and NITC would be bound 
by regulations to build vessels of under 
100,000 dwt in Iran. This will put foreign 
investors with shipbuilding joint ventures 
in the country in a better position to qual-
ify for contracts from the two shipping-
focused players.

Though a small country, Singapore 
has been able to emerge as an economic 
growth miracle. What have been the 
reasons for such a dramatic growth, 
despite being deprived of natural 
deposits? This is a lesson the Iranian 
economy and trade should learn from. 
Here we have a conversation with Feryal 
Mostofi about the same topic and also 
discuss the infrastructure of Singapore’s 
transit and active ports.

Please tell us about Singapore 
trade status, its economic history, and 
how it reached the current situation?

Economic development is an issue 
that requires time and consistency in the 
evaluation process of development poli-
cies. In other words, there should not be 
a crisis or threat, and investors must feel 
secured. Today, there is a very high level 
of economic transparency in Singapore. 
Many economists believe that factors 
such as development of enterprise-state, 
geopolitical structure, encouraging sav-
ings and investment in industry and ports 
sectors in Singapore have played a key 
role in the development of the country. 
The tax system and setting up of a “pro-
spective fund” have had a significant im-
pact on equitable distribution of income 
and consequently on Singapore’s eco-
nomic boom. 

According to the rules, 36 percent of 
the young people’s income is saved in a 
reserve fund to be used later as a source 
of insurance fees for health, housing and 
unemployment. But perhaps one of the 
most important factors in Singapore’s 
economic development over the last 40 
years is the country’s efficient public 
education system. In general, in terms of 
economic development, there have been 
five periods in the Singapore economy: 
First, the user technology and industri-
alization policy through import substitu-
tion (1959 to 1965); Second, emphasiz-
ing user technology and industrialization 

policy through increased exports (1966 
to 1973); Third, first attempt to boost the 
economy (1973 to 1978); Fourth, recon-
struction of economic structures (1979 to 
1984); and Fifth, anchoring and further 
diversifying the economy (1980 to 1990). 
Singapore owes its remarkable develop-
ment to strict laws and clean government 
that was founded by father of modern 
Singapore, Lee Kuan Yew, with his right-
ful policies. Another important factor 
in becoming a major hub of the world 
economy is the country’s transportation 
sector, and transit goods are an important 
source of revenue for the country. Hav-
ing a strong infrastructure with strong 
governance and appropriate planning in 
this area are among the most   important 
growth factors in this sector. 

Within the past several years, Sin-
gapore has earned the title of the world’s 
busiest port and in 2005 was awarded for 
shipping tonnage handling, with 1.15 bil-
lion gross tons handled in the same year. 
Half of Singapore’s exports consist of 
re-exports of products and this happens 
only due to the country’s high-powered 
transportation sector and providing ap-
propriate facilities to customers. Ac-
cording to the statistics released by the 
World Bank, Singapore is currently 
the fifth largest country in the world in 

terms of investment security, one of the 
reasons for which it is having a strong 
infrastructure in the transportation sec-
tor. Asian tigers (including Hong Kong, 
Singapore, Taiwan and South Korea), 
from the beginning of the 1960s to the 
1990s, experienced significant economic 
growth. But the most important common 
characteristic among these countries was 
the method of trade exchanges, integra-
tion into the world economy to achieve 
economic growth. Singapore is in fact a 
market-based economy where supply and 
demand determine the price. 

Is it possible for Iran to follow the 
example of Singapore?

The legend of Singapore progress 
has been tied with the name of Lee Kuan 
Yew, the man who was able to turn Sin-
gapore from a developing country into a 
booming hub in the international trade. 
In 1959, when Lee took the helm, Singa-
pore’s GDP per capita was $400. In 1990, 
when he resigned after nearly 30 years, 
per capita income had reached more than 
$12,000 a year. According to the figures 
released by the World Bank, Singapore’s 
GDP per capita income in 2015 was over 
$70,000, i.e., 25 percent higher than 
countries such as Germany. 

Over the past 40 years, Singapore 
education system was promoted from 
the level of other developing countries to 
the level of developed countries. The im-
provement has taken place in three stages 
from 1959: during the first phase, the 
then prime minister established the na-
tional education system. During the sec-
ond phase of reforms, a new educational 
system was introduced that focused more 
on technical and vocational schools and 
training experts for a country that suf-

fered from a lack of such forces. In the 
third stage of the educational transforma-
tion, the focus was more on improving 
the quality of higher education institu-
tions and universities. 

This change took place by encour-
aging foreign students to study at uni-
versities in Singapore, linking most na-
tional universities with universities in 
other countries and investing more in 
research centers. During the same period, 
ideas such as creative thinking and less 
teaching-more learning in schools were 
implemented. In total, these changes con-
tributed to the development of human re-
sources and the supply of skilled labor in 
Singapore to set in motion the wheels of 
industry in the country. 

It cannot be said determinedly which 
one of economic or social policies of 
Singapore has played the most effective 
role in the country’s development, or 
whether such policies are applicable 
in other countries. But there is no 

doubt about the effective roles of the 
country’s executives in its successes, a 
significant part of which was the result 
of successful educational policies along 
with domestic and foreign investments 
in industrial sector that in turn led to 
economic flourishing through efficacious 
management of supply and demand. The 
Singapore government has also purchased 
the investment company of Temasek 
Holdings and played a significant role 
in the activities of companies such as 
the media company Mediacorp, the 
telecommunications company Singtel, 
the airline company Singapore Airlines, 
and establishment of Keppel Corporation. 

In addition, the investment hold-
ing company Temasek has invested in 
many foreign projects. But perhaps the 
unique utility tool of Singapore’s eco-
nomic policies is a strong focus on long-
term economic objectives, rather than on 
short-term solutions. Lee Kuan Yew’s 
anti-corruption economic policy was one 

of the levers of the country’s economic 
success. These policies resulted in the 
creation of a functioning government that 
could well implement its economic and 
social policies. This act also led the gov-
ernment to win the support of the people.

What are the business opportuni-
ties with Singapore?

Due to the high capacity of its re-
fineries, Singapore needs oil and Iran is 
ready to supply its oil needs considering 
that the international sanctions against 
Iran have been lifted. Relations between 
Iran and Singapore are in the fields of in-
frastructure, such as construction of ho-
tels and hospitals, gas and petrochemical 
industries as well as in the field of bank-
ing and monetary affairs, tourism, and 
transportation industry.

It should not be forgotten that Sin-
gapore’s ASEAN role is remarkable as 

Iran is reaching out to 
businesses in Singapore 

for investments of 
up to $1 trillion in 

infrastructure projects 
over the next 10 years.
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Andreas Adriano and Hunter Monroe   

The greatest thing about cash is 
the simplicity of transactions. 
You just hand it over and receive 

something. Nobody asks your name, 
address, phone number, date of birth, 
social security number, salary, how long 
you’ve been in your current job … Cash 
produces instant trust between buyer 
and seller.

Because it’s impractical to move 
large amounts of hard cash around, pa-
per-based and later electronic payment 
systems were created. However, estab-
lishing this trust without cash is com-
plex and expensive. Acquiring a credit 
or debit card requires the applicant to 
answer numerous questions—and the 
issuing bank to verify the answers and 
the applicant’s credit. Using the card 
demands a complex infrastructure to 
ensure that transactions are fast, reli-
able, and safe—and costs the merchant 
a percentage of each sale.

Domestic transfers between banks 
depend on payment systems operated 
by central banks, while international 
transfers may involve other commer-
cial banks between the sender’s and the 
receiver’s banks. Furthermore, these 
transactions can take several days. As 
another example, although we associ-
ate modern stock markets with nearly 
instantaneous electronic trades, settling 
transactions can take two to three days 
and requires additional players, includ-
ing custodians, notaries, clearinghouses, 
and central securities depositories. Until 
the transactions have settled, financial 
institutions must set aside significant 

of trading attracted drug dealers and 
other criminals, leading to a heavy 
law enforcement crackdown during 
2013 and 2014 that landed some early 
entrepreneurs in jail and gave the whole 
initiative a bad reputation.

Tech entrepreneurs and the 
financial industry soon realized that 
the real news was under the hood—
bitcoin’s underlying distributed ledger 
technology. Essentially, this is a 
technology for verifying and recording 
transactions on a peer-to-peer basis 
without a central authority. It upends a 
very basic tenet of payment systems: 
having one central, independent, and 
trusted bookkeeper that stores and 
validates all transactions—a role often 
played by central banks (see chart).

With bitcoin, everyone on the In-
ternet can validate and record transac-
tions in their own copy of the ledger. 
They group the transactions during a 
given period into a block, which is fol-
lowed by a tamperproof stamp. Each 
transaction block links to a block for 
the previous period—hence the term 
“blockchain.” Completing the block for 
a period requires some computational 
work, with a reward in bitcoin—so the 
people competing to complete blocks 
are called “miners.” Thus bitcoin, by 
combining a peer-to-peer approach with 
cryptographic security, became the first 
successful digital currency, after several 
decades of failures.

So how big a deal is that? U.S. en-
trepreneur Marc Andreessen explained 
it this way: “Bitcoin gives us, for the 
first time, a way for one Internet user to 
transfer a unique piece of digital prop-
erty to another Internet user, such that 
the transfer is guaranteed to be safe and 
secure, everyone knows that the transfer 
has taken place, and nobody can chal-
lenge the legitimacy of the transfer. The 
consequences of this breakthrough are 
hard to overstate,” he said in a New York 
Times article in January 2014.

Andreessen was an Internet pio-
neer, who while still in college in 1993 
founded Netscape, the first widely used 
Web browser. He now runs Andreessen 
Horowitz, one of Silicon Valley’s most 
influential venture capital funds. Ven-
ture capitalists make money by find-
ing the next big thing before it’s even a 

The Internet 
of Trust

Domestic transfers 
between banks 

depend on payment 
systems operated by 
central banks, while 

international transfers 
may involve other 
commercial banks 

between the sender’s and 
the receiver’s banks.

amounts of cash or other liquid assets to 
cover their positions if someone along 
the line does not pay.

Simpler and cheaper
Could technology make things sim-

pler and cheaper again? Enter bitcoin, 
the digital currency that some claim will 
spell the end of banks but others view as 
a Ponzi scheme and a financial vehicle 
for criminals. Bitcoin—or more pre-
cisely, the underlying technology that 
allows it to function, called distributed 
ledgers, or blockchain—could allow 

what many see as radical rewiring of the 
financial sector (see Box 1).

Bitcoin’s story is well known: it 
started when Satoshi Nakamoto—the 
name used by the inventor, whose ac-
tual identity is still uncertain—posted 
a paper and software on an email dis-
cussion list of activists who believed 
that cryptography could bring about 
social and political change (“cypher-
punks”). Others became interested and 
soon started to develop the idea online. 
Bitcoin started trading in 2009, with an 
exchange rate against the U.S. dollar of 
$0.0007 per bitcoin. In February 2011, 
it reached parity with the dollar. 

In November 2013, the value of 
bitcoin peaked at $1,242, and it has 
been trading above $400 for most of 
2016. The value of bitcoin in circula-
tion is about $6 billion (compared with 
about 1.5 trillion U.S. dollars in circula-
tion worldwide).

In the beginning, bitcoin grabbed 
the imagination of libertarians who 
wanted to get rid of, or at least have 
an alternative to, banks and central 
banks. While the exchange rate surge 
triggered something of a gold rush, 
bitcoin’s relative anonymity and ease 

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

http://dealbook.nytimes.com/2014/01/21/why-bitcoin-matters/?_r=0
http://dealbook.nytimes.com/2014/01/21/why-bitcoin-matters/?_r=0


IRAN INTERNATIONAL, September 2016, No. 80IRAN INTERNATIONAL, September 2016, No. 8096 97

disruptive technology since the Internet. 
The (overused) word “disruptive” refers 
to new technologies that shake up, or 
even destroy, traditional business mod-
els. Think Amazon and bookstores, or 
Uber and taxis. Disrupting the financial 
industry, the most regulated business in 
the world, is a whole different game. It 
is possible and even desirable, as the 
Financial Times’ Martin Wolf wrote 
recently, given the industry’s many 
shortcomings, but very complicated in 
all aspects: legal, fiscal, financial, and 
operational.

Traditionally, the financial industry 
has tried to solve the problem of creat-
ing trust by acting as a trusted interme-
diary between individuals and compa-
nies who do not know each other, with 
central banks and regulators backing 
up this trust by supervising banks and 
through deposit insurance. 

Individuals and companies pay 
banks to conduct their transactions, 
for example through credit cards and 
wire transfers, because other banks 
and the central bank recognize each 
other as trustworthy counterparts. It’s 
great business for them: according to 
a McKinsey&Company report, banks 
extract an astonishing $1.7 trillion a 
year, 40 percent of their revenue, from 
global payment services. Even more 
surprising, despite all technological 
innovation, the cost of financial inter-
mediation in the United States has not 
changed significantly since the begin-
ning of the 20th century, according to 
research cited by the Bank of England’s 
chief economist, Andrew Haldane, in a 
recent speech. 

In a 2012 report, the European 
Central Bank (ECB) estimated that, 
aside from the fees everybody pays, the 
indirect costs are as high as 1 percent of 
GDP, which in the European Union alone 
translates to about €130 billion a year. 
And the cost of sending remittances to 
another country is even higher—nearly 
8 percent according to the World Bank. 
However, a number of start-ups, many 
using bitcoin, make sending payments 
as simple and inexpensive as sending an 
email (see Box 2).

Transforming the financial sector
According to its proponents, 

thing. Andreessen and many other ven-
ture capitalists who funded the creators 
of the Internet as we know it are now 
betting on bitcoin and the underlying 
blockchain technology. They see this 
technology as a breakthrough that can 
establish, between unknown and physi-
cally separated participants, the same 
trust as a cash transaction. Some predict 
that this capability to disintermediate 
any trusted third party will be the most 

bitcoin’s blockchain technology can be 
used to transform the financial sector 
fundamentally, for example by reducing 
the settlement time for securities 
transactions. With faster settlement, 
less money needs to be set aside to 
cover credit and settlement risks—just 
as collateral is not needed for a cash 

transaction.
The list of potential uses is even 

longer. Think property titles, for exam-
ple—home buyers in the United States 
usually buy insurance to protect against 
liability originating from an unexpected 
claim on the property they are buying—
or the process for buying, registering, 

and paying taxes for a car. A blockchain 
could provide digital, unforgeable proof 
of ownership along with a complete re-
cord of the chain of possession. There is 
also substantial excitement about smart, 
self-executing contracts—for instance, 
travel insurance that pays automatical-
ly if a flight is cancelled, or a car loan 
that disables the ignition if payments 
are missed. Blockchain technology also 
powers an alternative to bitcoin called 
Ethereum (with a currency worth about 
$800 million), which has lately been 
attracting some mainstream attention. 
Unlike bitcoin,its paternity is known: 
Vitalik Buterin, a 22-year-old Russian-
Canadian college dropout.

Jerry Cuomo, IBM’s vice presi-
dent for blockchain technologies, also 
sees potential applications of purpose-
built private blockchains to improve 
transparency through compliance and 
auditing, in sharp contrast to bitcoin’s 
reputation as secretive and anonymous. 
“Bitcoin decided to be anonymous by 
design,” he says. However, “it’s per-
fectly possible to have a blockchain 
with different levels of access, in which 
participants don’t see what others are 
doing, but auditors and regulators come 
in at a higher level and see everything,” 
he explains.

Although much of the experimen-
tation with blockchain technology is oc-
curring in the start-up world, IBM is one 
of a number of big businesses dipping 
a toe into this water. Last December, 
it joined the Linux Foundation to dis-

Tech entrepreneurs and 
the financial industry 
soon realized that the 
real news was under 
the hood—bitcoin’s 

underlying distributed 
ledger technology.
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seminate blockchain technology with 
open source software (meaning any 
programmer can work on it, as opposed 
to proprietary systems like Windows). 
Large banks such as JPMorgan Chase 
& Co. and technology companies like 
Cisco and Intel are collaborating on the 
initiative. In February, the Tokyo Stock 
Exchange joined IBM to test block-
chain use in recording trades in low-
transaction markets, and the Australian 
Stock Exchange has asked Digital Asset 
Holdings, a start-up, to develop distrib-

uted ledger technology for clearing and 
settlement. A consortium of 42 global 
banks is working with a new company 
called R3 to develop distributed ledger 
standardized technologies for the finan-
cial industry.

Setting standards will be crucial 
here. It is typical of a new innovation 
cycle that different companies come up 
with different ways to do something, 
leading to a patchwork of technologi-
cal approaches. Some worry that this 
could undo years of effort to integrate 

the financial industry globally. For ex-
ample, under the Single Euro Payments 
Area (SEPA) initiative, it took Europe-
an authorities 12 years from the launch 
of euro notes and coins in 2002 to inte-
grate technological platforms and busi-
ness procedures to make cross-border 
payments among the 35 participating 
countries as simple and inexpensive as 
a domestic transfer.

As the ECB’s director general of 
market infrastructure and payments, 
Marc Bayle oversees SEPA and other 

continental integration initiatives, such 
as TARGET2, the euro area cash pay-
ment settlement system, and T2S, its 
equivalent for securities. He follows 
blockchain developments with inter-
est, but is not impressed by some of the 
promises, like shorter settlement times. 
“There’s nothing in the current tech-
nologies preventing instant settlement. 
The problem is the structure of markets. 
If a fund manager in Miami wants to 
invest in Frankfurt, there will be many 
legal, operational, tax, and financial 
considerations to be taken into account, 
and they might prefer to work with in-
termediaries providing such expertise 
in a cross-border context between the 
United States and the EU/Germany,” 
Bayle says.

Useful in central banks?
He does not rule out the possibil-

ity that blockchain or similar distributed 
ledger technologies might evolve to 
become useful in central banks, despite 
their current limitations and the con-
ceptual tension between distributed and 
central ledgers. While the use of block-
chain to replace the ECB’s main settle-
ment systems is not really envisioned 
now, it is being considered in certain 
niches to foster secondary markets for 
more exotic securities. “We have to see 
whether this technology can be useful 

for us, if it can help lowering costs and 
having more resilient systems. But also, 
we have to think how it affects finan-
cial intermediation, the role of banks 
and other market participants, as well 
as our capacity as regulators,” Bayle 
adds. Some are asking whether bitcoin 
and other blockchain applications could 
eventually undermine monetary policy 
and financial stability—but the consen-
sus is that there is no immediate risk.

It is probably too early to say 
whether blockchain is “the next Inter-
net” or just an incremental evolution. 
Silicon Valley is paved with over-
hyped ideas that later proved unviable 
and with revolutionary companies that 

Individuals and 
companies pay banks 

to conduct their 
transactions, for example 
through credit cards and 
wire transfers, because 

other banks and the 
central bank recognize 

each other as trustworthy 
counterparts.
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disappeared in a few years, but still 
in some cases had some impact. An-
dreessen’s Netscape Web browser was 
acquired by AOL in 1999 for over $4 
billion. AOL itself, today a ghost of its 
lavish previous self, was acquired for 
about the same amount in 2015 by Ve-
rizon. It’s not impossible to think that 
bitcoin or other blockchain technol-
ogy could implode because of a still 
unknown design flaw or the work of a, 
well, disruptive hacker.

The blockchain game is only 
beginning. As Bill Gates once put it: 
“We always overestimate the change 
that will occur in the next two years 
and underestimate the change that will 
occur in the next ten.” 

Andreas Adriano is a Senior Communications Of-
ficer in the IMF’s Communications Department, and 
Hunter Monroe is a Senior Economist in the IMF’s 
Monetary and Capital Markets Department.



Iran International Magazine intends to publish a pictorial book covering the most important developments 
affecting Iran in domestic, regional and international arenas in recent years. The exquisite collection of 
captioned photos will appear under the title “Iran Today”.
Iran International invites all Iran lovers to help it improve this album by providing photos on the following 
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 Iran’s global presence at international arena
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