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Introduction

Iran had a relatively 1liberal economy in thé pre-
Islamic Revolution (IR) period. After IR ohere were some
essential changes in the Iranian economic policies due to
some reasons. Firstly, there were some important objections
about economic policies before IR which . led 'to ‘these
changes? The existence of~-some large capitalists whose
financial assets were dréstically Qrowing against a‘great
humber of relatively poor.people with 1little growth in
income'and welfare and alSoi a. notable growoh in national
consumption which was notioéably greater than national
production (non oil products) due to a huge oil incomo which
meant more and more dependency on impofted consumer goods,
were' t@o main objections 1leading to an economic reform.
Secondly, some problems like the war between Iran and Irag
and economic embargo against Iran (which happened in the
first year after IR) owing to some political problems
orought the Iranain economy under a pressure thus forcing
the thén governors to make a new oconomic policyf In tﬂé
year 1981, 3 years after IR, Engineer Moosavi who had a-
_strohg tendency towards economic conservatism came to power
as thev prime minister and ﬁhe»left party relatively won

the parliamentary election at the same time. Although some
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actions 1like nationalization of banks and insurance
institutions had already been done, under the government of
new governors these steps were strengthened and the economy
went towards a systematic governmental situation.

The conservatism period was continued till 1989 for
eight years. As a result of implementation of those economic
policies together with some problems and dietorsions, the
most important economic indices were moving in the wrong
directions. The amount of GﬁP with an average 1.7 percent
annual reduction from 11183{8'bn RLS 1in 1356 (77) fell to
923.7 bn RLs in 67 (88), accempanied by a 2 percent rise in
the share of services secfor (from 42 to 44) against
productive sectors’/ehare.1 The ratio of investment to GDP
decreased from 27.9 percent to 13.3 percent attthe same time
too and unemployment rate rose from 12.3 percent in 1361(82)
to 14.4 percent in 1367 also.? Furthermore, the  budget
deficit amounting more than 50 per cent out of total budget
was another big problem in 1367 causing a high inflation

rate around 29 percent.3

1. After four years, Ministry of Islamic Ershad (Islamic
Guidance) of Iran, 1372(93), p.4.

2. Ibid., p.4.

3. Ecnomic Report and Balance Sheet (ERBS), Central Bank
of Iran, Year 67, p.67, '
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In the last years of the said period spécially with
ending the war, many of'expérts'and pdlicy makers came to
the conclusion that a new econoﬁic reform was_needed to save
the economy of ifan.' The results .bf_ discussions and
investigations led to a movemént,towards less governmental
situation and a relatively liberalized policy was ordered by
engineers Mousaui (PM) including privatization, reduction in
subsidies and changing in price determination system,
utilizétion of foreign resources in special'projects etc.’
These policies were 6fficially’ offered in the prepared
first.five year plan also.? |

In the year i368, Mr. Hashemi Rafsangani came to power
as the president of Ifan through a generél election who used
to protec; liberal policies.AThe neﬁ goVernment.(after a
small review) approved the preﬁared economic plan aiming to
achieve the gfowth of production, of productive employment,
reduction in economic dependency on foreign nations through
productioﬁ of essenﬁial producté and control of inflation.

The main offered ways to achieve the said goals are as

follows:

- "Reduction of government's intervention in economic

4. After four years, p.50.

ix



" affairs and expansion of people's' participation in

economy .

- Encouraging of‘private investment and granting of
liquidity to productive activities.

Expansion of non o0il exports and increase in people's
participation in fOreigh trade.

Privatization and limitation of government's activities
to general and essential affairs.

Utilizationi bf productive capacities and increase in
infrastructural projects. |

Forex rate adjustment and protection of production and
exports through review in price determination system.

Utilization of foreign loans in essential and

‘infrastructural investments.

Review in prices of governmental goods and services to

adjust government's costs and incomes. ">

There was a Jgreat improvement in economy during the

first 5 year plan fin which the new policies have been

implemented. These results will be mentioned in the

concluding part of this research.

5.

After four years, p.47.



The liberalizatiog process was ﬁainly{based on three
bolicies i.e, privatization, marketization and néw foreign
e#change policy which fonﬁ the main framework of present
dissertation. In the firS: chapter, these. three policies
will be elaborated and in the next three chapters the
impacts of libéralizaﬁion policies on three major segtors of
Iran economy i.e., industry and mine, agriculture, ~and

foreign trade will be explored. This research will come .to

an end with a conclusion.

xi



1

Economic Liberalization Policies

Economic liberalization process in Iran has been
executed through the use of three main economic policies
which are marketization, foreign exchange policy and
privatization. Iran haé moved away ffom a reguiated low
level foreign exchange rate policy, towards bfinging the
official exchange. rate close to the free or black market
rate, ‘so we cén look at it as a part of marketization but
due to thew importance of this matter we categorize and
'survey‘it as a separate topic.

In this chapter we wil discuss these three policies,
finding the rationate for eaCh, their effects on the eéonomy
of Iran.and the extent of sucess of every policy..Thérefor
the three main topics in this chapter are respecéively

Marketization, foreign Exchange policy and privatizati@n.

1.1 Marketization
Among the three main economic policies which have
formed the core of liberalization in Iran, marketization has

created special - situation. This situation is due to the



fact that people, particularly journalists( theologists and
ofher persons who lead or affect‘the pﬁblic opinion, believe
that there is a strong relationship between merketization
and inflation rate. So in case of soring high inflation rate
ﬁhey attack marketization, We use the word marketization to
- describe the transition of economy towafd a situation in
which there is no direct price control by the government and
the prices are determined by tﬁe market forces.

Before iR most of the prices were determined in the
market in the economy of Iran. After IR and-aftef engineer
Mousaﬁi who strongly protected econemic conservative policy
came to power, most of prices were determined by the
government. These governmental prices. were notably lower
than black merket-ratesﬁeo, there was an extra demand for
each commodity ;and therefore the government used some
‘restrietions like coupon or quota on a large scale and in
both commodity ahd.some parts.of factors markets. There were
a few organiza#ions which had been established for the
execution of these controls. Their duty was affaire like
issuing coupons, quota orders, distributing and cellecting
of them, prices determination etc. Many employees were
working in these organisations. In the city of Mashhad, for

instance, which has about 2 million population, there was an



QrganiZation.for distribution of Iron and profilévwhich had
about 120'employees. In addition‘to iron and profile, there
were .so many items which had to be distributed and it is
_clear that a largé number of so many employees were‘working
in Vthis sector. |

In thié.éart of the first chapter we will first discuss
the.reasons of harketization. In_the next stage the manner
of exééution.of ﬁhis matter and total effects of it will be

explored.

1.1.1. The Reasons of Marketization
4 There were really tWo> main reasons that led to _
mérketizatiqn: optimizing of economic activities and high
level costs of direct price'control.l There is a book with
name of After Four Years which is an official document and
published by the government. New policies and governmental
activities in first four years of first 5 year plan are
briefly explained in this book. We translate a paragrapﬁ of
it which is related to our discussion. |
"The dual price system and Sometimes multi
price system was a factor which used to encourage

the opportunism in the commodity market. Therefore
the Official Prices were gradually 1led toward

1. After Four Years, p.58.



" market equilibrium process. It is necessary to say
that in a dual price system, the consumers like
to get commodities with cheaper Prices they
hostilely compete to take cheap and scarce goods.

Keeping the non real and low level prices was

“impossible except the government spent a large
amount budget on it. so the prices gradually went
towards market prices. The other activity of the
government was leading the market to such prices
in which there 1is a reasonable profit for
producers and no unjustice for consumers."

In addition to the above reasons, the unsuccessfulness
of the government efforts for price control induced the new

governor to marketization. Therefore in this part we will

‘have three topics as follows:-

1. Optimizing of Economic Activities
2. High level Costs of Prices Control
3. The Defeat of Efforts for Prices-control

1.1.1.1. Optimizing of Economic Activities

In the direct price control period, 1360 (81) to
1368(89), many economic activities were not optimum or even
near optimum.

These could be explored in two divisions, production
and consumption. We will continue our discussion in theée

two topic.



A) Non Economic Production

Before eny discussion about the main subject of this
topic we should explain ﬁheAcommodity evaluation and price
control mechanism in the conservative era. In this period,
the gevernment used to use the Cost Value Theory of bavid
Ricardo. We know that aeCOrding to this manner the pfice of
every good is equal to its direct costs plus a reasonable
profit for producer or distributor and there is no place for
market demand to affect the pfice in this theory. 1In
addition, there was a fiked foreign exchange regime in which
the governmenﬁ used to provide necessary ‘exchange for
~imported requirements at a low level rate. This process led
to e/ low level cost of production directly in case of
domestic goods and é lower-cQst price in case of imported
commodities. As a result of these two reasons (cost-value
price determination and cheap exchange) the governmental
prices were very much lower than market prices. On the other
hand it is clear that there was a large extra demandlfor
these cheap goods, so the government had to decide to whom
these commodities should be allocated, otherwise they were
sold in the black market at a higher rate. Therefore a great
governmental organization for distribution of intermediate

and consumer goods was established which had the duty of



making the quota policies and executon of it in many
comﬁodities including iﬁported and domestic goods;

Now we explain how this price system drives production_
‘sector away from optimum‘situation. Therelis.aﬁ old problem
in the economy of Iran speciaily in the time period in which
a direct price control was executed. This problem isAthat
ﬁhe profit rate‘in the seryices market, speciallyrin foreign
exchange and gold market, was noticeably higher than the
production seétor. "This difference had been strengthenedv
under the direct_price controi system because the profit of
production was more restricted when the producers had to
sell their commodities at a notably.lower price than the
black market rate.

In such a situation, the investors and capital owners
would prefer not to invest in the productive project and
keep their money'in the more profitable marketé. Table No
1.1 shows the new industrial investments during 1361[82] to
1367(88] in which the direct price control had been ip
force. We can see‘ in this table' that despite a high
inflation rate, there has not been a notable increase in the
value of investments and there ié a noticeable decrease in
the number of new industrial projects in 1366 and 1367. It

is necessary to say that many of these permits have not been



produdtiVely used because their appliCations were bnly a way
for taking foreign exchange at official rate. Their appliers
used to sell these exchanges in the black'market or spend
them for importing of more profitabie imported goods through
a contraband way and the permitted projects did not
continue so the real investment was much less than amounts

shown in the table.

Table No. 1.1 Industrial Investment Based on Establishment
Permits and number of these Establishments Issued for the
Newly Established and Expanded Manufacturing Units ’

Year 1361 (82) 62 63 64 65 66 67(88)

New investments 49171 58740 55640 48505 51276 73145 71649
(million IRLs)

Number of 1678 2065 1943 1351 1082 871 716
New Projects ’

Source : Central Bank of I.R. Iran, Economic Report and Balance Sheet
(ERBS) Yeas of 65 & 67.

This story is valid for productive units also. Every
producer had a foreign exchange quota for importing his
primary or intermediate goods which were required for his
production. =~ Because of the lowv level profit 1in the
productive activities, these producers used to transfer

their exchanges to the black market as far as possible.



They didn't élso deliver a part of their 'products. for
- governmental distribution at official rates despite their
obligétidns.They used to sell these products in the biack
market for mofe profit.

It is_ clear thaﬁ ‘under such price conditions the
‘production spécially iﬁ private sector strongiy comes down.
In these years, many of productive units worked below their
| normal capacity o&ing to low profit which was caused by the

2 It is said in some

governmental price and distribution.
repofts that many of these units used to produce only about
40% of_their normal capacity.,Therefore, a notable amount of
country's fofeign excﬁgnge and domestic resources went to
 the black market and changed in td swindléd imported goods
whereas the government was committed to vrestrict these
activities which were the worst and most harmful ecoﬁomic
activities [Just the opposite of the optimum activities].

If we even suppose that the producers never uséd to
illegally act against rules, the 4problen1 of non opgimum

production will still remain unchanged. We already mentioned

that every producer had a foreign exchange quota for

2. Some ‘persons believe that the scarcity of foreign
exchange caused this problem. But this Belief is
unacceptable because in some years like 62 and 63 there
was a huge amount of foreign exchange.



importing necessary raw materials and intermediate‘goods.
The amount of each -quota was bésed on many things like
exports of o0il, governmental réquirements specially war
requirementé and the demand of producér was only one factor
and normally a producer didn't completely deliver of his
deménd for his product. |

This process didn't allow to market demand to have a
role in deciding the amount of quotas and consequently the
amount of production. Under thesé conditions, many produoers
whose products weren't important received an exchange quota
like those who produced more necessary goods.

It was a draétic belief among the new economic policy
’makers that marketization is the best ‘way for leading
economic activities towards an optimum situotion. They knew
and forecasted some economic difficulties ~like rise in
inflation rate but selected this policy owing to its greater

usefulnesses.

B) Non Economic Consumption

Under the direct price control system, many consumer
goods used to be consumed inva non economic way. A large
number of people used to buy some commodities due to their

cheapness though they didn't normally purchase those goods.



For instance, in these conditions a numerous freezers were
allocated to some families who didn't have enough things to
keep in them, and actually went to places in which they
weren't useful. This -caused distortions in . consumption

decision and a lot of wastage.

1.1.1.2. BHigh Level Costs of Direct Price Control

The second important reason for marketization and
abandoing of direct price control system was the high level
éésts of this system for government. There were two types of
costs which had to be finance by the government, cheap

foreign exchange and direct costs.

A) Cheap Foreign Exchange

The governmental prices.were dependent on the existence
of cheap foreign exchange. which had been given :to the
producers by the government. It is interesting to néte that
the official rate of us $ was almost equal CO; 70 RLs
whereas this réte was between 200 to 1400 RLs in the black
market. Therefore, in absence of a cheap foreign éxchange,
the cost'  of production had to ' naturally rise and
consequéntly those low level governmental prices went up

near to the black market prices.

10



Just owing to the above matter, marketization wasn't
avoidable after taking liberalization policies. We
previously said that the new policy of central bank undér
the 1iberalization was unit and flexible exchange rate. We
will discuss this matter in the fourth chapter in details
but it is necessafy to say here that due to some reasons the
Central Bank of Iran devalued Iranian Rial from 70 RIs per
us $to 230b RLs per us $ in a few steps.3 It was natural for
the éentral baﬁk of think that there would be no need for
the direct price cdntrol system becaﬁse with an expepsive
foreign exchange and consequently expensive commodities, the
demand would be limited so there would be ﬁo reason for
increasing prices.

Besides, the central Bank of Iran had no ability to
give cheap exchanges because the foreign exchénge revenues
of the country had come down after 1363(84) due to tankers
war and falling world price of o0il which limited the ability
of government for the above purpose. It is useful to say
that the current receipt of fhe central bank was more than
20 billion us $ in years of 1360, 61 and 62 whereas it was

about 10 billion (7billion in 1365) us $ in years of 66 and

3. ERBS, 72 (93)

11



67.4 In these conditions, although the last governors didn't
officially change their price control policy, they
unofficially allowed to producers to sell their goods at a

higher rate or in the black market.

- B) Direct Costs of Price Control System

Iran is a relatively big country with 1,648,000 square
km area, about 60 millions population, 229 big cities and
520 small towns.s,It is clear that in such a.country, direct
commodity distribution or price control needs a large amount
of cost. |

It is necessary to say that in the years of economic
conservatism there were three groups of goods in Iran. The
first group includes mosﬁ important consumer or ingérmediéte
commodities. These commodities were under the direct state
price determination and were disﬁributed through coupons,
quota sheets etc. The number of these comﬁodities was about
80 in year of 1363 (84) including féod, oil, rice,

refrigerator, etc.® The second group of commodities were

4. ERBS, 65 and 67(88)
5. A Statistical Reflection of the I.R. of Iran, no.12.
6. Iran Statistical Year Book, Iran Statistics Centre,

1363, p.664.
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those which had only been under state price determination
and were distributed by the private sector. The number of
goods in this group was more than the first group. The other
commodities like luxury goods and those Qhose price control
was impossible like houses and buildings had been located
in the third group. The pricés of these commodities used to
be determined by the market .forces which have been
strengthened in that period because ablnotable amount of
market liquidity had shifted to this market due to higher
profit rate, security and a good possibility for éapital
outflow in case of necessity.

There were two governmental organizations which had the
responsibility and duty of the above mentioned distribution
of goods, priée determination and control. The ministry of
Business was the first one.. the number of this ministery's
persoﬂnel had rosen from 107337 to 214618 during only two
years;(1361-1363) owing to new duties. The second one was a
newlyfestablished organization (Just for the above mentioned
purposes) named Economic Mobilization étaff. This new

establishment had been organized in the prime ministry

7. Ibid, 1361(82), p 69

8. Ibid, 1363 (84), p 90
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organization so there was no direct information about its
personnel or budget but thevpersonnel of the prime ministry
organization rose from 267137 to 3929910 during the above
mentioned two years. In additibn to these ﬁwo organizations,
many other governmental organizations and establishments
like Banking system, Ministry of fian¢e and even non
economic ministries were indirectly working in . this
direction and a parﬁ of . their personnél was busy in these
activities.

- It was very difficult for government to tolerate sﬁch
large costs whereas it had a great budget deficit and other
‘important budget problems. Therefore, we can say that the
ignoring of these ;arge costs was the seéond reason for
marketization. It is interesting to know thét the number of
Business Minister's Personnel has come down to 1493811
(about 35%) in the 1liberalization time (1370) including

Economic mobilization staff.

1.1.1.3. The Defeat of Efforts For Direct Price_Control

In the economic conservatism period, because the

9. Ibid, 1361(82), p69
10. Ibid, 1363(84), p.90.

11. A Statistical Reflection of I.R. of Iran, No.1l2.

14



determined'prices were very low, there was a great tendeﬁcy
to over charge among the sellers, shopkeepers, distributors
and even the producers end companies. vThis matter used
sometimes to create some great economic or even social
crises. In such situations, tﬁe government used to do some
extraordinary activities against overcharging. | There are
some bad experiences _in the area of efforts to control
overcharging because none of these efforts was sucessful, so
the attempt to stop overchargig was discontinued after a
short time like..one or two monthe. These failures have
strengthened the belief that it was  impossible to have
permanently low governmental prices and‘ market forces
finally would win in this duel.

This drastic belief had created a strong tendency to
marketization among the decision makers who came on power

after 1368(89)

1.1.2. Mechanism and Effects of Marketization

In this part we fifst discuss the meehanism of
marketization. We already mentioned that there were three
categories of commdities before new policies of which the
prices of only one were determined by the market forces. The

prices of other two groups of goods were determined at a

15



iow level owing to two factors which were cheap foreign
exchange and state price determination.

It is clear that the government needed to change these
two factors for marketization. Without an adjustment in the
foreign exchange rate, it was impossible to marketize the
prices dﬁe to relative profit rates. It means that if the
government marketize the prices with a cheap exchange réte,
the costs of production in those manufactures which use more
imported primary or intermediate goods will grow less
rapidly than those which usé_less of these iﬁported goods
like agricultural sector or some industries like glass
manufactures. It goes without saying that in suéh a
situation the profit rate of manufacturers using more
imported/ goods will notably be more than the others.
jUndoubtedly, this situation is very dangerous because it
Ewould cause large-scale structural shifts of labour and
;capital and the economy of Iran does not have the resilience
ito withstand the iﬁpact of a large number of changes in its
industtrial structure.

The government did both of thése necessary activities
to marketize the prices. It adjusted the foreign exchange
rate in a few steps. It raised the US $ price from 70 RLs to

800 then 1750 etc so that the official rate and free market

16



rate were very close. On the other hand, the state price
determination and control became less and less and the
Economic Movement's Staff was shifted and reorganized 1in
Business Ministry, together with a reduction of the staff
and disorganization of most of its subestablishments. In
addition, the government gradually cut the quotas and
allowed the producers, distributers or consumers to
negotiate directly about every thing including prices.

fhis process lastéd about two years and after that
there were no governméntal_prices and distribution except in
some basic goods like bread,_food 0oil, Sugar etc.

From the first year of the first 5-year economic plan
,'(liberalization period) . the government, specially - the
pfesident, had announced that -marketizatién would be
continued till the time in which there would be an
equilibrium in the market. This process continued on a large
scale up to 1373(94). Since 1374(95) owing to a high
inflation rate, marketization énd foreign exchange policy
were relatively changed. Accofding to the first estimations
the inflation rate was more than 30 percent in 1373 and
there were some worring about social or economic crisis in
these conditions. A few months ago the government has

started direct Price determination for many goods and has

17



fixed the official foreign exchange rate. There 1is a
difference betweeﬁ new determined ©prices from last
governmental rates. The difference is that the‘ new
determined prices are very close to the market prices and
the price determiners have paid attention tov the market-
demand. |

In spite of the above mentionedidifference and despite
the fact that the government had already announced that in
an equilibrium situation price control policy would be
reintroduced, some observeré strongly believé that new
economic policy changes are only related to high inflation

rate.
1.2. Foreign Exchange Policy

_'Since 1972, when the world price of petroleum notably
rose, and the exchange revenues of the Iran government
found a drastic increase, there were some important changes
in economy of Iran. After the above meﬁtioned increase, the
economic development of Iran has been planned on imported
capital and intermediate commdities and imported consumer
goods had also a noticeable share in the total cohsumer

commodities, so both factors and commodity markets were

18



"strongly linked to abroad. On the other hand, the governmeht

supplied the most of exchanges (some times about 90%) at the
official rate so the bfficiél foreign éxchange rate found an
important role in the economy of Iran. This official rate
affects the production costs of productive units and
consequently the price of domestic goods, the price of
imported consumer goods and therefore the demand for’these
goods etc. Therefore, the policy of official exchange rate
determination is very important and any change in it, causes
large écale_changes in thé economy .

Since we will discuss this 'topic in detail in the'
fourth chapter, we briefly expiain new and old foreign
exchange policies here.

In the economic conservatism period, the government had
fixed the foreign exchange rate at 70 RLS per US $. In
addition the foreign transactions had to be through banking
system at official rate. This fixed exchange rate regime
cauéed SO0 many problems in the economy of Iran. The most
important probléms were thé absence of growth in non oil
exports due tb low level income for exporters, increase in
imports. owing to their cheap price and consequently damaging
domestic production, the growth of services sector for

distribution of imported goods, a large budget deficit,
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'compulsory direct price determination and some other
problems which will be discussed in the fourth chapter.

From 1364 (85) the last government allowed the non oil
commodities exporters to withhold a part of their exchange
revenues. They were not required to deliver it to the
banking system at official rate because the government
wanted to raise their‘ profit rate for encouraging these
exports.

After 1368(89) the government with the purpose of abqve
mentioﬁed problems made é new policy in this sector which
was changihg the exchange rate ﬁnder a fixed regime to close
. to the free market rate and allowance of free exchange
market. In the last six years, the official exchange rate
has risen step by step. At the starting step it rose from 70
RLs per US $§ to 800 RLS, then 1400, and after some times
1750 and 2350. Almost evéry increase in the official rate
caused a notable rise in the inflation rate whereés due to
the new policy most of the other economic objectives have
been fulfilled.‘ For example, non oiil exports have risen
substantially budget deficit is about zero right now. Frém
the last 1373 (First months of 1995), with an increase in
official exchange rate, the pfiées went ﬁp so much that a

social crisis was probable. In this situation the government
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has announced the free exchange rate as illegal and every
foreign transaction has to be done through banking system.
In addition the Central Bank brought down the official rate
at 3000 RLs per US $ . This rate is close to the black
market rate and seems reasonable so there is a hope that
under it the success of liberalization will continue without

its problems like a high inflation rate.

1.3. Privatization

The economy of Iran has every time had some problehs
due to existence of governmentél economic units in the 20th
Centﬁry. Because of the easily available oil Revenues, not
vonly that governments have never had a serious tendency to
optimize the management of these institutions, but aiso/they
had never evaluated their efficiency and manaéement system.

Before Islamic Revolution in Iran, these governmental
economic units included some infrastructurai industries,
manufactures and corporations like Telecbmmunications,
metalurgy, railways, airlines, some sensitive manufactures
like army manufactures and Tabacco department. In that
regime, however, there were a few large private faétories
and economic units 1like Iran National Automobile factory
(which had about thirty thousands employees and used to
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produce about 100,000 cars,vminibuses and buses), big banks
like Exports Bank of Iran, big industrial farms in some
agricultural states and areas. The main purposes of that
regime for governmental management of these units were
national security, economic control, power and some other
social reasons. |
| After I.R. (Islamic Revolution), 1979, the circle of

‘governmental economic units was notably expanded specially
due to economic justice. In the first years of this period,
every ’iarge unEt or elastic economic units such as the
‘banks, automobile factories, industrial firms etc were
expropriated and. managed by the goverﬁment. According to.
some statistics, the total number of these corporations were
2221.12 The ministry of Heavy Industries used to.manage 1}0
factories 1like automobiles and machineries and National
Industries Organization of Iran covered the others which had
170,000 employees in 1582.

In addition there were many egonomic units which ﬁhe
government took ovef-due to their owner problems. Some of
these owners were related with last regime and some of them

had left the country because they didn't like or didn't know

12. Majles Va pajouhesh, No.7, p.40.
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the new social and economic conditions.l3 Their fear used to
be strengnthened by a large propaganda_against I.R. of Iran
in the radios and televisions of western countries due to
some politicél problems between the governments.

From 1981, Mr Moosavi came to power as the prime
minister who »used to seriously protect economic
conéentration. This policy was continued till 1989. In this
chapter, at first we will discuss the process and volume of
privatization, secondly performance of the government of
Iran in this resput will be explained and surveyed and

fihally we will end this part by a conclusion.

'1.3.1. Privatization process and Volume
There were three ways for transferring governmental
economic units to private sector. These are selling through’

stock market, direct negotiation and public auction in:

order of their importance. Since there is not separate date.

13. In 1989, The revolution committee which used to act as’
parliament approved a law by which the companies and
corporations which had to be governmental was
spesified. In this law these units were divided into
four groups as follows: :
A. In addition to industries 1like o0il, gas copper
etc, which were already governmental, all of the
essential & Heavy industries.

B. All the industries whose owners had escaped out of
the country.

C. Debtor companies to banking system which their
owners did not pay back their debt.

D. - Other economic units which have remained in the
private sector. ' '
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about’the public auction, we will diécuss it in connection
with direct negotiation.

In November 1989, Iran Stock Exchange organization
began its activities again as an instrument for
privatization. This organization which had been established
before IR had no activity during the war and economic
conservatism period.

The process of selling an economicomic unit through
this organization has three steps. In the first step, when
an economicomic unit applies fbr supplying its share through
this organization, the stock exchange organization evaluates
its financial situation. If the applier unit has a good
condition like aCceptable-bfofit rate, acceptable.accounting
system etc, it is accepted by the organization. In the
seconomicd step,the stock exchange and economic wunit's
managers agree on the worth of the company and the raté of
each share and finally in the third step the shares ‘of
company are supplied in the stock exchage.

In the direqt negotiation tﬁe company managers
directly talk to the buyers. In most cases the buyers are
employees of the company. In this way anything like price,
payment duration etc, vaiue of each'portion are defined by

negotiation.

24



According to the Table No-1.2, in the years of first
pian 75.5% ‘of total séld share have been sold through Iran
stock exchange. We can see in the figure No-1.1 that the
value of sold shares has fallen in the last years of first
plan. In addition, the share selling ‘through direct
negotiation has risen in these last years reiative ﬁo stock
exchange share. The Table No-1.2 shows the value of the’
shares which have been -sold through stock exchange and
direct negqtiationfby four the most important governmentall
organizations which havé managed the wmost of governniental
companies. According to this table all of these four
organizatiohs gradually_preferred direct negotiation to the
.stock exchange in the period under survey.

Table No. 1.2: Value of Sold Shares  of Governmental
corporations in 68-72

S.E. Direct No of Total

Year : — -

Amount Share Amount Share Amount Share

perxcent percent percent
68 4606.5 99 -48.8 1.0 4655.3 100
69 - 33443.6 - 93 2464 .14 7.0 35907.6 100
70 358539.0 92.9 27397.11 7.1 385236.11 100
71 139998.8 41.4 198319.65 58.6 338318.45 100
72 291418.1 88.9 - 36219.05 10.1 327637.15 100
(33)
Total 824569.9 75.5 264448.75 24.5 109245.75 100

Source :‘Majles Va pajouhesh, No.?,bp.BO.
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Table Nb. 1.3: The value of sold Shares by the Most Important Governmental Organizations

68(89) 69 70 71 72(93)

SE DN SE DN SE DN SE DN SE DN SE ‘DN
Iran National v
Indu orga - - 10490 - 201063 22324 78849 45199 91340 4926 379753 724.45
Industry and
Mines Bank 2887 49 21624 2168 84896 - 585 54923 108805 10868 218798 68008
Expansion and
building of
Iran Industries
.organization - - 394 - 29619 1982 42469 33690 80610 9000 153092 44672
Fundation of
Mostazafan 1024 - 184 296 4667 3091 1535 62190 3266 922 . 9755 66499
Source ibid, p.35.



The composition of the buyers of the governmental
companies' shares is another main subject that we have to
explain in this part and explore in the next part. According
to the report of the ministry of Industry during the years
68 to 72, 33.4 éercent of total sold shares has been sold ;o
the small private buyers,. 25;8 percent has been bought by
.the large private capital owners, 24.1 percent has been sold
to the public séctorwwhich are uﬁdér governmental management
and finally 9.5 percent of these shares have been bought by

~the Dbanking _system.14

The Table No-1.4 shows this
composition in the different years of the first economic
plan and the Figure no.1.2 shows the share of private sector
in the same years. We can easily see in this table and this
figure that the public sector and banking system began to
buy these shares in the last years of the first plan so the

share of private sector has come down in épite of the

notable growth in the value of their purchasing.

14. TIbid, p.35.
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Table No. 1l.4: The Composition of the buyers of shares from
68 to 72. '

68(89) 69 70 71 ©72(93)

Sector

value % value % value % value % value %
Private 4.7 100 36 ’ 100 334.7 86.7 180.8 53.2 213 _ 63
Sector
Public : - - - - 36.3 9.4 70.3 20.8. 55.6 217
Sector
Banking - - - - 15 3.9 87.9 26 59 18
System )
Total - 4.7 100 36 100 . 386 100 338 ‘100 328 100

Source : Ibid, p.37.

1.3.2. Performance of the éovernment on Privatization

Today the Iranian‘ economists and economic decision
makers strongly believe that privatization process hasn't
succéeded in ché first economic plan of Islamic Republic of
Iran.

According ﬁo the Table No.1.2, the total value Qf sold
shares in every year is very low and it is amply clear that
the purposes of first plan in this area haven't been
achieved. It has been announced by the government that 391
governmentalvcorporatioﬁ would be sold in the first S—year

economic plan. It is not possible to determine how many of
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these corporations have been completely sold in these yeafs
because so many of them could sell only a percentage of
their sharesl® but we can easily say that the value of sold
shares is very less than pre-planned values. As an example
of this failure we can say that the parliament of Iran
.determined a minimum value of shares which had‘to be sold
in 1372 (the last year of first plan) because it wanted to
initiate this process. In spite of this (105016 billion RLs)
the value of sold .shares Qas only 327.6'_billion RLS
according to the table No-1.2.

In addition the values which have been shown in the
'Téble No.1.2 show that the total value of sold share has
fallen in the years after 1370(91). If we add the inflation
rate (about 20% per yearj a;d count the real value of these
amounts the problem will be larger. It is clear that for a
country like Iran which has a big Governmental secﬁor and
low level wvalue ofbthe sold shares, it is'nécessary that the

rate of growth in selling of shares should be positive and

high.

15. According to the latest information the total number of
corporations which transferred shares is 300 till mid
1374 (Sep 95).

16. The Budget law of I.R. in 1972 (1993).
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'We have to pay attention to two points in this
connection. The first point is that in the last years of the
above period, the value of the sold shares is notably higher
than first years like 1368 with about five billion RLs sold
shares. the second point is that a notable amount of the
sold shares has beeﬁ'sold to nén private sector like trade
banks and insurance <corporations which are acﬁually
governmental. For example the share of théSe organizations
are 12.7,' 46.8 and 35 percent in 1370,1371 and 1372
respectively. This fact 'states that real amount of
privitized corporations and companies is notably less than
‘what the values in the Table No.1.2 seem to suggest. We have
shown in the 1last part that the share of. the Iran stock
Exchange has gradually come down during the years of.first
plan and the share of selling thro@gh direct negotiation has
risen at the same time.We can say that the reason of this
change is that some managers of che governmental companies
prefer the direct negotiation because in this they have more
authority. They -can choose the buyer and change the
conditions whereas in the stock exchange they have no
au;hority éver this organization.

Now, we will take wup thé question as to why

privatization process has been done so weakly. Many reasons
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can be considered. We can divide these reasons in two main

groups, non economic and economic reasons.

1.3.2.1. Non Economic Group

There are five reasons for  unsuccessful privatization
in this group: Non-existence of investment security,
Instability in economic policies, non-existence of a clear
legal framework, non-existence of a good information system,
non-existence of a responsible organization and authority of‘

companies and corporations for selling themselves.

'A. Non-existeﬁce of Investment security

When we look at the cbnditions of the first years of
the privatization process, we can say that every inves;or
was right to be worried about his investments namely buying
governmental economic ‘units, because a strong econoﬁic
conse;vatism had newly been,ieft behind and inspite of po&er
of a new political party who protected privatization, ﬁhe 
opposite party was félatively strong and was able tolaffect
new_policies. Besides this, it was expected that this party
could come to power in the next election. In addition, there
were many articles aﬁd essays iﬁ the newspapers, magazines,

speeches etc about social and economic justice, which was
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the main word for the protection of economic conservatism in
the last period and with this may be added the fact that
many  companies, corporations and capitals had been
nationalized in that period. In spite of the above signs
for worrying of investors the government hasn't strongly
acted for protecting investors. For example there hasn't
been approved a law for this purpose in parliament of Iran
yet although I don't think that the security problem could
be solved.through activities like approving a law. It will
actually be solved-when,the power Of present governor and
his party riseé needs a lohger time to establish confidence

among private companies.

/B. Instability in Economic policies

We know the stability of economic policy in general
principles and details 1is very important for an investor;
Every investor likes to have confidence about this matter
because his decision about an investment like buying shares
depends on economic policieé and conditions and céitainly a
good investment will have Qood results if these policies and
conditions-don't basically change. Because of a few reasons,
stable economic policies and conditions in both general and

details were absent. For example nobody could tell whether
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the general policies under liberalization like
privatization, marketization and foreign exchange rate will

Fsome changes in the above

be unchanged. Besides, there were
policies like foreign exchange rate and marketization during
the first five year economic plan which strengthéned this
lack of confidence among businessmen, prbducers and and
investors in this period. For instance the Central Bank of
Iran couldn't control the foreign exchange rate as he had
already announced and changed the rate a few times. In
addition, the gap between official rate bf~foreign exchanée
and black market rate every day was becoming more and more
‘and this gap created some scepticism about stability of the
foreign exchange ratg policy. There were problems about
marketization policies too. There were some Speeches in the
parliament, Friday's Namaz (a prayer), and many articles in
newspapers, magazines which advised price control by the
government because of high inflation rate. These strong
advertisemenﬁs against marketization caused a fear amdng
economic agents - that the government would change
marketizatidn policy sooner or later. In addition, the
government was at the beginning of new economic regime and
every man, specially ecqnomic experts, knew that it

naturally needed some time to have stable economic policies.
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" The above matters were about general policies of
liberalization. There were also some problems about details.
For example it was not properly clear which economic sector
like industrial and agricultural sectors will be protected
by the government. This ambiguity led to decision problem
among a part of investors who couldn't find the optimum
investment pootfolio. Therefore  many capitai owners

preferred not to Invest in such conditions.

C. Non-Existeﬁce of a Complete'iegal framework

As we already said, liberalization and privatization
had just began in the first five year cuitural, social and.
economic plan of Islamic Republic of Iran. The new
governors of Iran had no experience in this new economic
environment and after IR there wasn't such an experience.
Therefore it is natural that there were some
problems,mistakes and »weaknesses in this relation. An
important one of these weaknesses was the absence of a
thorough legal framework for this matter. There was only a
remark in-the first fiﬁe year plan in which transferring of
governmental economic units to private sector had been
mentioned without any details. This remark had been

approved by the council of government and the parliament.
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The cabinet had been authorized for defining;and approving
of other details. Because the cabinet and all of -the
ministries had also many other works to do, they couldn't
prepare a proper law for privatization in complete details
and the approved law had some weaknesses and. many
ambiguities.

The above mentioned ambiguities and problems caused
many probiems in the execution of priyatization 1aw; Many of
ministries and main decision makers in gbvernmental
organizations preferred to»keep the economic units under the
management of their organization due to these ambiguities
- and problems because it was natural that they had some fears
of poséible accusations. It was probable that they would be
suspected for something like Seliing the companies cheaper
than real price, selling to family persons, friends and etc.
In addition, the managers who executed the privatization law
faced many problems. The%e was no rule or law for the manner
of selling 1like sellinéfthrough stock exchange, or direct
negotiation just as there wasn't any rule' for ©price
determination, buyers etc and the manager had to decide in.
any stage according to his distinction and assessment. It is
natural that privatization in such a manner will take a long

time and will falter at every step.
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D. The Absence of a Good Information system

Another main problem which has resulted in the slowness
oflpriVatization movement is that buying of the share of
companies is an unknown thing in economy of Iran. We can say
that about 90% Iranian don't‘ know this way of economic
ac;iVity of at least they don't know its advantages. it is
natural that we strongly need an information system in such
a situation. ‘In an ordinary situation, the responsibility of
.an inforﬁation system is to make .people become aware of
>SOmething like prdfit of the share, different industries and
sectors etc. But, at the present situation of Iran economy
in which most of people don't know the‘ share and it's
insﬁruments like stock exchange, the responsibilities of
such information system is doubled or even ﬁore because in
addition to the above duties, it has to educate the people
about preferences in purchasing of companies' shares as a
way which leads to an extra income.

I am sorry to say that in spite of -‘this strong
necessity, the privatization process wasn't interlinked with
é good information system. There were only some news about
foundation of the Iran stock Exchange and value of sold
shares in radio, TV and Iranian newspapers and magazines

without any discription or advertisement about this new
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economic.way. It is very useful to show the importance of
propagaﬁda in this regard. There was a good propaganda about
selling of an industrial agricultural: corporation in the
Khorsan state. Due to this propagation a large number of
people entered into this purchasing partnership and bought a

large number of shares of the above corporation.

E. The Absence of a responsible organization for

privatization

The iast of the non economic reasonsbfor weakness of
privatization is the absence of a special organization to
manage this process and be responsible about it. It is very
marvelous to'saf that ih the privatization process of Iran,
every éinistry had the duty of selling the companies and
corporétions which are under its cbntrol and management. In
additidh the managers of every governmental company and
corporétion had the main role in selling their economic unit
to private sector. In such conditions the\probability of
selling an economic unit was very low ifvits managers to
sell. It was natural that most of these managers who didn't
want to risk, used to avoid transferring the companies to

the private sector due to some political problems which have
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already been mentioned. Today, it is clear that without a
special responsible organization for managing of
privatization proéeSs, this movement will not gather speed
and this managerial problem has been mentioned in many
articles and surveys and I hope that this problem will be
-solved in the second 5 year economic plan which has started
from April 95 after which it was postponed for one year.
1.3.2.2. Economic Group

In this part we survey the economic reasons for
weakness of privgtization in Iran. There are six matters
that we can explore as economic reasons of the slow progress

of privatization. These are as following:

A) The absence of a strong financial uféency for
privatization. |

Bf - The absence of necessary liquidity

C) Control of stock exchange by competitors

D) Distortibns in investment decisions"

E) Inaccuracy of the first five year plan targets
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A) The Absence of a Strong Financial Urgency for

Privatization

In spite of the claim of many governments that
transferring of governmental corporations has no financial
reasons, the truth is that this process will be quicker, the
more acute government's financial problem is in a situation
in which the government cannot obtain neéessary expenses
from the other sources. There isra strong belief among the .
Iranian economists that the oil revenue of Iran is the main
source for most of problems in the Economy of Iran including
privatization. Since the government of Iran has every time
been able to pfepare its annual budgets in the years of
first five economic plan (like any other time in these
recent 20 years) it didn't insist on selling the
governmental corporatibns. It is important to séy that theb
government of Iran had a better situation in its annual
budgets in these years under survey due to some changes in
economic policies and structure of budget;r The most
important of the changes are the raising of the official
rate of foreign exchange and increases in tax receipts. Due
to the former change, the goverhment uéed to sell its oil

exchange revenues at a notably higher rate and his income in
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terms of Iranian Rial went up sharply. For example the extra
revenue due to selling foreign exchange at a higher rate
. rose from 717.3 billion RLs in 68 (89) to 4072.9 In 71(92)
billion RLs.l? Increase in the tax receipts caused notable
increases in the revenues of government. This revenue was
about 986.5 in 67(88) and 3775.5 in 71(92)18. It is enough
to Substantiate our claim about revenues of government to
say ’that the budget deficit was abéut zero in 72(93)1°
whereas it was about 50% of total budget in .67(88).

The 'éxistence of a high level income from another
bsqurces means that there was no a financial urgency fo:
Iran's government‘ to insist on selliﬁg governmental
' companies and corporations and to speed :up privatization

process.

B) The Absence of Necessary Liquidity

The next main economic reason for the weakness of:
privatization was = liquidity. It Qgs a problem for;f
pfivatization that thiérprocess had been accompanied by a

tight monetary policy. In the war time years, the high level

17. ERBS, 71, P 223-229
18. Ibid

19. 1Ibid.72
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liquidity was a large problem for economy of Iran and caused
notable difficulties specially a high inflation rate.
Therefore, one of the first economic targets of government
was to control the volume of money and liquidity andAso the
government introduced a tight monetary policy in the first
five year economic plan and began to collect the money
through many ways. Changes like increase in foreign exchange
’rate; rise in tax receipts, changes in banking system loans
etc led to a 1iquidity shortage in the pfi&ate sector which
could ‘not absorb the shares of governmental corporations.
For example after the devaluation a large number of
companies and corporations in both private and governmental
sectors faced too-much of a financial crunch to even think

about new investment or the purchase of shares.

VC)_ Control of Stock'Exchange by the Competitsrs

- According to the table number 1.2 and figﬁre number 1.2
the stock exchange has been the main way ofiprivatization
and more'than‘75% of sold.shares have been sold through
this organization. There is a strong belief among Iranian
economic experts that the managers group of stock exchanges
was a ~main problem of this organization. According to this

belief, the managers of the greater banks of Iran like Bank-
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e-Melli (National Bank), Bank-e-Saderat (Export Bank) of
Iran etc are also the members of the managers group of stock
exchange. Since the target of both organizations, stock
exchange and banking system is relatively same and both want
to make profits so they are competitors, the bank managers
don't allow to stock exchange to sell a large number of
_sharés and collect too much money. They used to define. some
hard cqnditibns for accepting companies in the stock

exchange and created similar difficulties.

D), Distortions in Investment Decisions

There hasvalwaysvbeen an old wound on the body of the
economy of Iran in the last three decades which has moved
capitals and investment towards business sector. This large
wound was the existence of a notably higher rate of profit
in the business activities than productive ones. Problem
became more serious after the IR particularly in the waf
period due to the war dangers for factorieg and low level of
production of them. Aftef> war and in the first 5 year
ecbnomic plan the economy faced this problem due to some
reaéons. We already mentioned that after devaluation many
companies and prodﬁcers had difficulty to gather necessary

money for purchasing their foreign exchange requirements.
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This inability led to a decline in their production so their
profit naturally came down whereas the profit rate in
business activities specially in the gold and foreign
exchange markets was very high. Despite the existence of
many companies with a high profit rate, the low profit rate
in other industries created a situation among the capital
owners in which they were induced to invest less in the

production sector and more in the business sector.

E) ' Inaccuracy of the First Five Year Plan Target

As a last reason for the weakness of privatization we
éan say that the target of the first five year plan in this
relation was inaccurate. There wasn't any notable research
and exploration about the number of goverhmehtal companies
which had to be privalized. We can really say that the
definition of 391 govérnmental ‘corporations was an
administrative decision. For more exélanation, we can guess
that in the period of decision making about this affair
‘every ministry announced the number of corporations under
his management which it wanted to transfer to private sector
andv total of these announced number was 391. Nevertheless,
it is clear that they didn't 'see economic matters like

liquidity, profit rate etc which are connected with this
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decision because they were in a hurry and the most
important thing was to begin this process as soon as

possible.

1.3.3. Conclusion

In view of previbus discussions, we can say that
privatization was not sﬁCcessful in so far as the transfer
of governmentél cbrporations to private sector was
concernéd. But, this ‘process is only one part 6f
privatization. There afe_some other aspeéts of the process.
Transferring of governméntal_‘services like foreign trade
which had no assets for selling was also an impbrtant part
of privatization. In the economic cOnservatism.time, most of
'fofeign transactions used to be done by governmental
organizations specially the Ministry of Business. They had
established 17 governmental centres which had the duty of
providing imported requirements. During the first 5 year
plan, these centeré have been dissolved and private sector
has been very active in'foreign trade. Besides, together
with new ©policies, the gdvernment has prevented the
expansion .of goverhmental corporation circle and: share of
private sector has gone up in the economic activities. This

matter will lead to adjustment of the structure of economy
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gradually. We cah finally say that although the transferring
of govefnmental corpofations hasn't been properly done, the
privatization process as a new experience was relatively
successful and wé hope that its problems will be solved in

future.
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2

Industrial Production and
Investment After Liberalization

After an explanation of the main. policies under
liberalization in the first'chepter, we shall talk about
three large sectors of the economy of Iran after the e
libefalization procees in'the next three chapters. In this
ehapter; industrial production and investmenﬁ will Dbe
discussed in the period under survey.

- We can categorize Iran's Amanufacturing sector into,,
'>petrbleum and Gas; Electricity and ‘water; Construction,
mining;‘ aﬁd those sectors which are officially called
"industry". Among. these different manufactures, we can only
discuss the construction, mining and industry in relation to
liberalization. The petroleum, gas; electricity and water
iﬁduetries have not been seriously affected by the
liberalization activities. These iﬁdustries have ' not
notably been privatized and market fofces are not allowed to
determine.their prices although the government has slightly
raised their rates. In addition, the exchange rate that was

applicable to these sector was almost the low level rate of
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pre-liberalization period. So we can avoid the discussion of
the impact of liberalization on these industries.

Besides in many cases, the statistics about mining and
manufacturing are mixed and separate information is not
available so, we mix these two sectofs. Therefore, our
argument will be'prodﬁCed in two pafts, construction and

industry (including mining) .

2.1. Cogstruction"

The eonstruction sectof has alwaye had epecialr role
in the economy of Iran. The ac;ivities of this sector have
~hardly ever been dQne by the government and we can surely
take it iﬁto- aCcount'bes a part of the priVate~ sector
activities. This is true for ﬁhe economic concentration
period also because 1in this period, the construction
activities had been remained in the -private' seetor.
Furthermore, therevwas no state seliing price for building
in that period and the prices were determined in the free
market. The only effect of economic concentration policies
was the existence of some cheap construction materiels
particulariy Iron beams and cement which had a.high share in

the construction costs owing to cheap foreign exchange and

state prices. The Minister of Business used to provide a



peféentage of these items for construction of eaqh building.'
the direct effect of new policies was cutting of these
quotas, although the real amount of quota had alréady been
less and less due to series of restrictions of exchangev
revenue. Therefore the constructors ‘had to buy their
required chstructidn~materials from free market. Therefore,
the construction costs increased. The table number 2.1 shows

the most important indices of construction.

Table-No. 2.1.

‘The Most Important Indices of construction costs
‘ in 1367 to 1371

(1361=100)

Indices = = 1367(88) 1368 = 1369 1370 1371992)

Total price

index of .

Construction 260 308.5 427.5 490.4 636.85
O~

Construction

Services Price 263.4 311.1 340.2 391.4 468.5

Wholesale Price

of construction

materials - 256.5 306 514.9 589.5 805.2

Metellic : 291.8 369.1 671.2 709.9 970.2

Non Metallic 211.4 231.8 315 435.5 594.2

Source : ERBS, 71, p.219.
We see that the price of construction materials has

strongly'increased between 1368 to 1369 (1990) along with’
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the reduction in quotas of these materials. On the other
hand the table no.2.2 shows the price indices of housing

from 1363 (mid of economic conservatism period) to 1371(92).

Table No. 2.2

The price Index of Housing from 1363 (84) to 1371(S2)

1361=100
Year 63 64 65 66 67 68 69 70 71
(84) - ) (94)
Index 126.8 137 163.8 201.9 258.7 | 304.4 327.7 393.8 480.9
Annuall
Percentage :
Change - .8 19.6 23.3 28.1{ 17.7 7.6 20.2 22.12

- Sources : ERBS, (88) and 72 (93).

According to the table, there is no relationship
between liberalization and price of the housing becauée the
pattern of price fise has remained the same before and;after
liberalization (1368). This is certainly owing to thé fact
that the housing price has always been determined in the
free market; In addition, the t;ble no. 2.3 indicates that
thé profitability of construction activities has decreased
because the costs have grown in a higher rate than revenues
(150 percent growth in costs against 100 percent growth in

revenues (price of housing)).
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A comparison of these two tables indicates that the
liberalization directly affected only the cost side of this

sector through devaluation of national currency.

Table No. 2.3

New Ihvestment By the Governments and
- Private Sector In all Urban Areas-

Million RLs

_:Yéafv Governmental Private Sector Totals
: Sector Current
' Current Constant Price
Price Price
' ' 61=100
63(84) = 69229 . 884180 697853 - © 953409
64 59177 880736 650470 939913
65 45066 792443 473100 837509
66 - 61183 810019 378690 ‘ 871202
67 56044 887296 321834 943340
68 49944 1067805 329773 155749
69 170709 | 1950147 552762 2120856
70 162766 2944827 681831 3107593

71(92) 185158 3813771 743135 3998929

SOURCES: ERBS 67 (88) and 71 (92).

We explore the ‘investment and production (same méaning
in the construction sector) in this sector now. Table No.

2.3 shows new investments in this sector.
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We can clearly observe the effect of liberalization
particularly of the foreign exchange policy in the
governmental sector column of this table. This amount is
decreasing till 69 due to budget problems. From 1369 (90) as
-a result‘éfvthe new foreign exchange rate and rise in tax
receipts the governmént investment'in this sector has been
drastically increasedrfrom 48944 mi%}ion RLs in the year 68
-to 176709 ﬁn RLs in thernext‘year.  »?
The Investment of private‘sector in thisfarea.ié very

interesting. The relative column shows that the private

investment at constant price was decreasing before 'thelyear

™~

.68 although they wéré» unchanged' in current price. This

£
g

decline is confirmed'by'th% table no 2.4 showing the real
product in the construction sector too. We can interpret
this matter as on extension of decrease in G.D.P in those

years as a result of many probléms in the war time.’

SN

After the year 1368, there was a notaﬁféﬁ;ncrease in
‘construction activities of ‘the private sector, éCcording to

the tables no.2.3 and 2.4. this increase is not normally
o e |
.interpretéd%bscaqse we previously saw that the profit rate
. , e W . : )
: s P A : : ' . . .
of those activities had fallen after the 1liberalization

policies. But,there is an important thing to notice here. In

those years (economic conservatism period) every person who
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wanted to build a new house or construction had to wait for
a long time (more than two years in some cities) to take
his quote of construction:materials at state prices. That is
the time lost in the construction period_léd to a decline in
the actual profit rate before liberalization. For-example a
-profit of 1 million RLs _thch is.normgl over a period of
one year was divided ’intb 3 years {(hence it was 1/3rd
million RLs per'yeér)'dueztbldelay caused.

Tﬁerefofe, we can.Adraw the vresﬁlt that the annual
profit rate in this séc;ér_has risen éffer liberalization.
This explains rise in these activities sho&n in.tabie 2.3

and 2.4.
Table No. 2.4
New Structures in Urban Areas by the private Sector

thousand square meters. -

Year Newly started .
63(84) 30745
64 27543
65 . 23824
66 ' : } 18603
67 ‘ N 15848
68 17493
69 29321
70 31122
71(92) 28465

SOURCES: ERBS 67(89) and 71 (92).
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2.2 Industry and Mine

The éromotion of industry has been a major economic
target for Islamic Government of Iran..These reﬁolutionary
governors every time insisted on this sector because they
used to look at it as a main chain of economic'dependency to
-foréign..nations particularly to the enemy ICOQntries ‘like
USA. They have always emphasized that not vOﬁiy is Iran.
dependent on them for capitaliand_intermediéte:gobdé,Jbﬁt'
also for cqnsumérvihdustry based goods.

After_islamic,Revolution there was not.any important
impfo#ément in this area due to éome problems 1ike war;
jécoﬁomic embargo, instability of foreigh exqﬁange revenues
etc. After .wéf ‘these p%oblems vrelative;y 1décfeased and»
eéonomic planners and decision makers, paid great attention
to this sector. ‘

The first séep of these new activities was supporting
these industrialg and mining units to use their méXimum
nominal capacity;and increase their production . The growth
of industry kinciuding mine) through new investments was the
:secqnd main aimfof the new plan. Structural transformation
:of this sectors towards less dependency to foreign nations
vwaé another industrial target. The latter aim means that

'though. we would not follow complete self sufficiency, we
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should set up the basic industrial units inside the country.

Furthermore - this target includes changing the composition
of production such as increasing the shares of capital and
intermediate products which had a very small share eérlier
(particularly capital products).

LIn,this division of chapter 2, the aim to study' the
Vproéess of industrial (including mining) 'investmen£3".and
pioduétion after the iﬁp1ementatiQn'of,the liberalizatioh»
poiicies. Thus argﬁment will include'the performance of tﬁe-
miningvséctor aléo;

it is useful to 'poiﬁt out that there were three
séparate ministrieé which were résponsibleffor leading thé
7indu$trial sectors at the beginning of the first five year
plan namely the Ministry of Heavy Industries, the Ministry
of Industries and the Ministry of Mines and metals. During :
the first plan, .because of unique policy making and :
harmonization of & industrial activities, the two formér;
ministries were merged so there are only two ministries ati
present, the ministry of Industry; and éhe Ministry of mines

'and Metals.
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2.2.1 - Industrial Investment

As we previously mentioned, the privitizatioﬂ doesn't
include large and basic .infrastructural_industries like
iron industries, petrochemical etc. Therefore, the
induétrial investment is divisable into two divisions,
government and private investments. Since each of these two
types -~ of investments has separate" effects and:

'Specifications, we will Survey them here separately.

.‘ﬁ.gflili- Governmen£ Investment
" The governmental investment  was relatively consﬁant at
cﬁrrent 'prices accOrdihg’ to the table‘ no.2.6 énd-:figure
lno.zfl'during the last years before liberalisation owing to-
the wofsening_-of the war, the diminishing govérnment/
revenues, etc. After the execution of new economic bolicies,
the government found the ability to increase its ihdustrial
investments, specially for bringing an end to ;Some big
incomplete projects like Raazi petrochemical Indusﬁ;ies.
As‘a result of new foreién exchange policy an& the sale
of foreign exchange at a highef rate, the revenues of
govérnmehp in terms of national currency rose by a large
amount. In addition, the growth of domestic production made

the government capable to get much more tax.
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Table No.2.5

Government's Revenues Creating via selling of
Exchanging and Taxes

Billion RLs

Year 63 64 65 66 67 68 69 70 71 72
Sale of

Forex 1373 1189 417 766 668 1488 3369 3544 5141 14683
Taxes 899 1034 1025 1030 987 1188 1695 2765 3776 4062
Others 443 444 266 375 431 499 568 624» 9681506
Total 2715 2666 1707 2122 2086| 3175 5633 6934 9885 20251

Sources: ERBS, 67(89) and 72(93).

Table no. 2.5 demonstrates this. According to this
table, the revenue coming from foreign exchange drasticaily
rose after 68 from 668 billion up to'14683 billion RLs.
Besides, the tax revenue rose from 987:to 4062 billion RLs
in this pefibd'so these revenue totaliy amounted to 20251
billion RLs at the end of the perioﬁ showing ten times
increase compareq to 2086 billion ﬁefore 68.

We can interpret these changes as direct result of new
policies. The new foréign exchange policy resulted in a
higher' revenue in terms of RLs and the 1liberalisation
policies generally led to a growth in domestic production so

that the people found the ability to pay more taxes. These



revenues provided the government with more scope for

investment.

Table no.2.6 shows these inveétments in different
subsectors. The last column makes it clear that the total
amount of investments of government were fixed whereas their
share in total budjet were decreasing before 68 but after
this year there was a noticeable increase in both the amount
~and the share. In the industry subsector this table shows an
incféaéevin the first years of period k68—70) and a decrease
in the last 2 years at currenﬁ prices. This story is almosﬁ
the same for the mining subsector also.Although the amounﬁ
of investment was rising in all years of the period but the
share in totai budjet came down in the last two years. It is
not difficult to interpret the above mentioned.,movemeﬁt.
There were a few large uncompleted projects like Raézi
Petrochemical Industries allocating most of investments?to
themselves. These projects were‘completed in 71 and 72(53),
therefore the governmental investﬁent on them decreased.
However the figures in constant prices show an increase at
the first year of the new period (89) and a decrease in the

years there after, aiming to a_higher, iflation rate.
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Table No. 2.6

The Amount and Share of Government Annual Investment
in Industry, Mine and All Sectors

" 68

2.2.1.2 - Private Investment

Billion RLs
Sector Industry Mining Total D=inves
A=Current Cons B=Current Const C=Current Const in all
prices Prices Prices Prices Prices Prices sectors
(A/TB) % 61=100 (B/TB)% 61=100 (C/TB) % 61=100 (D/TB)%
63(84)  106.102 . 91.467  21.481 18.518 127.83 109.985 8.78
(3) ’ (0.6) (4) (26)
64 89.660 72.016 14.313 11.496 103.973 83.512 765.1
(3) , {0.4) (3) (23)
65 94 .669 31.880 14.756 9.467 109.425 70.234 746 .5
(3) B (0.5) ' (3) (24)
66 121.682 60.209 12.021 5.948 133.703 66.156 729.2
(3) (0.3) (4) (20)
67v 984 .77 39.950 20.311° 8.240 118.758 48.177 816.4
(2) (0.5) (3) (19)
137.029 46.944 27.037 9.262 164.066 73.671 931.5
(3) (0.6) (4) (22)
69 214.610 59.334 51.859 14.338 266.469 73.671 1766.3
(4) (0.8) (4) (29)
70 216.226 46 .651 94 .334 20.353 310.560 67.003 2527.0
(3) (1) (4) - {36)
71 215.416 35;559 100.138 16.530 ., 315.554 52.089 3192.1
(2) (0.9) (3) (29)
72(93) 151.924 19.841 178.417 23.301 330.340 43.142 7018.0
(0.7) (0.8) (2) - (34)
Sources ERBS, 67(88), 71 and 72(93).
"TB Total Budget )

There were a few things that evéry' private investor

used to pay attention to in the period under survey in
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economy of Iran. The first one 1is the stability of new
poiicies. The country had just passed an eight year périod
9f concentrated economic activities. So, naturally every
private investor specially the owners of large .capitals,
were afraid of the instability of the new policies even if
the opposite political party came to power or if the present
ruling pérty reviewed its policiés under the pressure of the
Leftists. The social conditions and press proéaganda used to
' further strengthen this fear.

The second important thiﬁg.considered by'the investor
was -the stability of economic conditions, 1like inflation
réte, exchange rate etc. For iﬁstance, the Central Bank
’three times changed the forex'rate-only in the second half
of the yeaf1368 (89)._It is clear that every exchange rate
cﬂange conseqﬁently changes the cost benefit conditions of
iﬁdustries so new investors naturally prefer to wait for
stable conditions.

The above mentioned Points mean we should not expect
very large change in the private investments in the period
under consideration. We investigate- this matter in two
different ways: i) the share of private investments in total
investments and ii) the changes in the amount of private

investment after liberalization.
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It is noteworthy that among. the liberalization
policies, marketization and foreign exchange rate directly
affect the cost of investment and profitability of
productive units. Therefore, most of changes in this area
should be interpreted as a direct or indirect result of -
these two policies (marketisation and ethange pqlicies), An
example for a direct result is chang in investmet due to
profitability changes and for an indirect result is more
investment owing‘to less state control which was a result of
those two above mentioned poliéies._

We can observe the amount of private investment in the
manufacturing and mining sector in the table No.2.7 énd
‘figure no.2.2. In the years before 68 this amount is
approximatély constant at cgrrent prices and certainly
félling at constant prices. Since the new policies started
(69)1 there has been a drastic increase in the private
iﬂvestment particularly after 70 at current prices. This
iﬁvestment amounts to 913101 million RLs at the end of
72(93) which is ten times more than the‘corresponding amount
in 68(89) which is 93188 million RLs; In terms of constant
prices too, the situation is almost the same. According to
the last column of the table, before the year 68(89), the

amount of private investment at 61 ~constant prices was
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- coming down but after this year, it went up, such as in the

year 72(93) it was near four times more than 68. This

notable movement of the private investments indicates -the

effectiveness of new economic policies.

Table No.

2.7

The Amount of Private Industrial Investments

and Share of them in Total Investments

Billion RLs

2)

Iran Statistical year book,

From the point of view of share too,

improvement .

Year Private Indu Total A/B
' Inves = A Indus ~ Percent Private
Current price Inves = B Indus
' Current Inve at
price cons price
61=100
.63 55.650 183.223 30.3 47 .965
64 48 .505 152.478 31.8 38.960
65 51.276 160.701 31.9 32.911
66 © 73.145 206.848 35.3 36.192
67 71.649 :190.407 37.6 29.066
68 93.188 -257.254 36.2 31.925
69 217 .475 483 .944 44 .9 60.125
70 214.184 524.744 40.8 46.210
71 416.039 "731.593 56.8 68.676
72(93) 913.101 01243 .441 73.4 49,250
Sources 1) ERBS 67 and 72(93)

72(93)

there is a marked

In the years before 68(89), the share of

private investment in total industrial investments had risen
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from 30.3 up to 37.6 in the year 67 but this is mainly owing
to non growth of governmental investment resulting . from
problems like war and decreasing petroleum price. After the
year 68(89) this share rose from 36.2 to a maximum 73.4 in
1372(93) in spite of two times increase in governments
investments at the same period.

We can ‘sufely come to the conclusion that Vthe
government pf Iran has been successful in boosting the
private investmenﬁs in the manufacturing and mining séctors
through its 1liberalisation policies. |
2f2°2 - Industrial and Mining Production

Industrial production was a major problem in the
economy of Iran in the economic concentration period. Many
industrial productive units had been closed or were
producing much below tﬁeir nominal capacity because their
owners had shifted tHeir capital to other markets like
exchange, gold and tof transactions on imported goods all
which gave a very higﬁjlevel of profit.

After the execution of the new economic policies,
indusﬁrial production was expected to rise. Before this new
period, many producers had got éccustomai to get foreign
exchanges at the government rate and to sell all or a part

of it ‘in the black market with a high level of profit. They
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couldn't achieve this profit after devaluation because they
had to buy 1750 RLs per US$ whereas it could be sold at
‘about 1800> RLs (the market rate during a long period)..
Therefore, they had to increase production to get a profit.
We emphasize on this factor for the growth of production
after the year 68 because there has not been an effective
change in profitability of industrial production as we will
- show in.the next paragraph.

Contrary to price of the constructions which ﬁas not
been direétiy affected by marketization, we can find some
important influences from both marketization and new forex
policy on the manufacturing and mining sector. The new
higher prices of domestic industrial cémmodities resulting
from marketization led to a higher revenue for their
producers and the new foreign exchange rate 1led to a
noticeably higher price for exported goodé in terms of RLs,
and consequently to a higher revenue for their producers. On
the other hand both of these policies caused a drastic rise
in the input prices and consequently rise in cost of
production.

Table no. 2.8 shows the total costs and the total value
of industrial.prOduction and profit rate of the sector. We

can observe in this table that though the costs and value of
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production have drastically changed during the period under
survey, the profit rate has remained more or less unchanged

because. the former changes are in almost same proportion.

Table No. 2.8

Total costs, value of praduction and Profit Rate
in the Manufacturing and Mining Sector

Million RLs

68 -

(percent)

Year 67(88) 69 70 71(92)

Paid Wage 888779 963850 1343563 1571246 2216560
Primary and 2925069 4007804 5414163 4932504 6916784
inte goods :

Energy and 101306 86081 129150 154940 216779
water :

, Total Costs 39151654 5057735 6886876 6658690 9350123

Value of 5524137 7041108 9937099 9478278 12934383/
Production ‘

Profit 1608983 1983373 3050223 2819588 i3584260

Profit Rate 41 39.2 44 42

1383

Sources: Iran Statistical yearbook, Iran Statistics Céntfe,
Year 1372(1993). :

Turning to the production survey,

we look at the table

no. 2.9. Before saying anything else, it is necessary to say

that this table is based on the information of Economic

statistics centre of Central Bank of Iran contrary to table
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no.2.8 which was based on information of Iran Statistics
:Centre, so their figures have some differences under the
same topic due to different definitions. According to the
table no. 2.9 the amounf of production shows ‘a drastic
increase in both industry and mine during the first 5 years
plan (beginning from 68) at current prices. Because the
constant prices are more important, we discuss shall them.
In the first 3 years‘of the period under survey there is a
mafked increase in industfial production from 1417 to 1940
billion RLs and approximately ssopping thereafter._TﬁeAmine

productions had a continuous growth in this period.

Table No. 2.9
Production of manufacturing and mining Sector

Billion RLs

Year ) Manufacturing Mining Total Pere

» cur pri cons P Cur P cons P cur pri oom pri cur cons

A 61=100 61=100 61=100

63 : 1374.6 1328.4 98.7 79.9 1473.3 1408.3 - -
64 ; 1365.2 1292.0 104.7 77.9 1469.9 1369.9 -0.2 -2.7
65 ‘ 1393.1 1199.8 102.6 62.3 1495.7 1262.1 1.75 -7.9
66 1542.2 1083 .4 108 .4 62.8 1650.6 1146.2 19.4 -9.2
67 2288.1 1301.8 109.5 56.6 2397.6 1358.4 45.2 18.5
68 290.4 1417.9 130.6 S8.6 3037.0 1476.5 26.7 8.7
€9 4413.9 1643 .8 173.2 63.1 4587.1 1706.9 51.0 15.6
70 6833.2 1940.3 261.5 68 .4 7094.7 2008.7 54.7 17.7
71 9218.0 2002.4 349.7 72.2 9567.7 2074.6 34.9 3.3
72 12872.3 2022.4 495.0 76.8 13370.3 2099.2 39.7 1.2

Sources: ERBS, 65(86), 67, 70, 72(93).
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Iranian experts connect this difference with the

liquidity problem. They say that in the first three years,
the new exchange rate wasn't too high. Therefore the
liquidity problem wasn't so serious, for industrial units.
Furthermore, the banking system used to help the producers
through some credits. After the year 1370 from one side
forex became very expensive and industrial factories did not
have enough money to.buy theif required fdrexvand on the
other side the government . had made a rigid monetary policy
(because df high’inflation rate) and so it preventedvissue
of new loans to control the volume of money supply. ﬁinally,
this problem brought the growth rate of industrial
Aproduction down to 3.3 per cent in 71 and 1.2 per cent in
1372(1993). The mine. subsector did not face the same problem
so it continuously rose during the period at an average rate
of 8 percént. This sector is less dependent on imported
primary and intermediate materials than the industrial
sector so it is less affected by the exchange rate changes.
In addition, most’of the mines are under state management
Yet. They met their liquidity requirement in a better way
than the manufacturing units.

Furthermore, there is a strong belief among the Iranian

economists saying that the high growth rate of industrial

71



production is connected to the unemployed capacity of the
manufacturing subsecﬁor in the first sears of new period. We
have already seen that during the war, many industrial units
uéed to produce much bellow their nominal capacity. Aftef
the war with the solving of the exchange restriction
problem, they began to produce more and more up to their.
maximum capacity. This process lasted a few yeafs till the
year 1370. Thereaftef the growth rate of their préduction
came drasticaliyEdan.. |

| The production index of lérge ménufacturing
establishments which is a main index in this area too, draws
the same result. Table no. 2.10 shows this index. According
to this table there is large increase in the index and -
consequently in the industrial production from the year 68
to 70 and thereaftér the growth approximately stopped.This

confirms our result;already survyed.

Table No. 2.10
Production Index of Large Manufacturing Establishments

1361=100

Year 63 64 65 - 66 67 68 69 70 71

Index 131.3 126.6 100.6 94.2 86.7 | 91.8 118.7 141.3 143.2

Sources: ERBS 67(88) and 71 (92)
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The Central Bank of Iran traditionally publishes the
production of some products. We show figures of a part of
manufacturing commodities in table :no 2.11. The complete
table is attached at the end.of this thesis. In this table
we also observe a noticeable increasel till 1370 and no
growth thereafter which is not a different.result from what -
we have already observed. |

We can finally say that the liberaiization. policies
bdosted'the.industrial production dufing the first years but
their effects weakened in the nexﬁ few,years due toléome new
problems like liquidity crunch. Although it is too soon to
reach a-final judgment in. this area but we can conclude tha£

they were not as successful as expected.
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Table No. 2.11

Production of Selected Goods in Large manufacturing

Establishments
Commodity Unit 1367 1368 -~ 1369 1370 1371
Fabrics Million 483 460 454 497 503
meter
Machin 1000 sq 4408 4867 ~ 7198 10374 10438
carpet meter '
Vehicle 1000 2433 4814 6012 6255 6170
tires rings ‘
Iron and 11000 774 923 1074 1665 1329
met beams tons
Rgfregérators 1000 326 351 649 829 883
and freezers Units
'Black and " 264 368 502 515 420
White TV
Colour TV " 39 39 96 221 263
Cars Unit 13280 6829 13950 42632 27086
Buses " 768 . 691 1657 3442 2271
Mini buses " 1840 2176 2700 5927 6154
Motor cycles " 64336 23469 38193 81307 82546

Source: ERBS,

1371 (1992) .
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3

Agricultural Production and Efficiency

Agricultural sector is a very sensitive part of the
ééonomy of each couhtry particularly ofva country like Iran
whiéh is faced with dangers'like economic embargo owing to
its special political situation. Today, many countries
including those who traditionally . follow . economic
liberalization (like some European-countries) use a type of
protectionism in this sector. A type of protectionist policy
‘has been made in Iran even during the 1liberalism period
also. In fact the main policies of this sector not only have
not been changed after liberalization but also have been
strengthened in some aspects. To prevent. the 1loss to
‘agricultural producers, conservative governors had announced
guaranteed prices for essential products like wheat, rice,
barley etc. This policy has been strengtﬂened through
determination of higher prices Dby 1liberal governors
encduraging these products. Furthermore, thére has been a
subsidy policy from production's and consumers in both pre

and post liberalization period. The reason behind having
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this policy from the production's side is a strong desire to
be self—spfficient in the essential cémmodities, like wheat
and rice. This protectionism, reduces the effects of
liberalization.policies in this sector. However as we will
~ later show, the effects of marketization and particularly
foreign exchange rate are noticeable.

The agricultural sector of Iran‘ has traditionally
-suffered from some problems since early times inviting a
great‘ deal of attention and inveétment, on it. The Chief
facto;s limitiné the rise oangricultural production are:
"inadequate communication, whiéh limits access to markets;
poor seeds, implements and techhiques of cultivatiqn;
,'scarcity of water and under capitalization chiefly the

vl 1n

result of the 1low incomes of peasant households.
addition, some problems like the ownérship of agricultural
lands still disturbs this sector.

There are four subsectors under Ehé agricultural sector
which are Farming, Animal Husbandry a#d Paultry, fishery and
forest and pastﬁres. Both, the miniétry of Agriculture and

the ministry of Construction Jihad have the responsibility

to manage some parts of this sector. In this chapter we will

1. U.N. the Middle East and South Africa. 1994,p.402.
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survey the changes in production and efficiency of
agricultural sector after 1liberalization policies. We begin

the discussion with production here.

3.1 Agricultural Production

Based on available data, the production of agricultural
sector has risen in all subsectores during the period under
survéy. The amount producéd by the subsector((shown in tabie

no. 3.1) indicates a remarkable growth in this subsector.

Table No. 3.1

e Estimated Production of Major Farming Crops
1000 tomns
63(84) 67(88) 71(92)

Wheat . ' 6207 - 7265 10179
Barley ‘ 2293 3394 3065
Rice (Paddy) 1479 - 1419 2362
Cotton (Raw) 351 380 330
Sugar Beet 3392 - 3454 6005
Sugar Cane 2126 1299 1855
Tea (green) 194 193 245
0il Seeds 118 298 267
Tobacco 22 21 22
Pulses ' 303 299 674
Potato 1784 1443 2708
Onion : ' 844 612 1305
Pistachio 94 126 202

Sources: ERBS, 67(88) and 71(92) .
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Contrary to the first period (63-67) in which the production
of most items did not change much. In the second period
these amounts have increased remarkably. Among these
products, potato and onion production increased by abogt_
100%, sugar cane by 90%, rice by 60% and wheat by 45% which
had the highest growth, whereas there were some reductions.
in output of some crops among which the barley is the most
important one. This story is true for other subsectors as
well. According to table no.3.2 'showing the 1livestock

products, although, all the major items in this subsectors

Table No. 3.2

Livestock Products of the Country

1000 tons
Red Meat White Meat Egg Milk
1365 (86) 500 -390 300 3530
1368(89) 560 330 280 3827
1372(93) 643 560 450 4281

Source: Iran Statistical Yearbook, 1372.

have risen but the white meat and egg had higher grbwth

during the period under survey (68-72) whereas in the pre-
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liberalization period they were more or less unchanged. The
fishery subsector is an exception in this area because the
rate of groﬁth after liberalization is less than that in the
previous period although it has had a positive growth. The .
total production of this subsector rose.from 144088 thousand
tons in 65(86) to 300683 in 68 (100%), and after
liberalization, with only 20% increase, amounted to 368888
thousands tons in 72(93).2 The foresty subsector haé hadrthe
greateSt‘increase'among the agricultural subsectors in the
period uhder discussion. While the area of new juﬁgles rosé
from 18435 square hectares in 65(86) to only 24899 (30%) ih
68(89), this area increased»drastically to 84926 in 72 which
is an increase of abéut 250%. Turning to the relationship
‘between liberalization policies and growth rate of
agricultural products, we can say the following

1) There is no privatization effect in this area because’
the share of privatized agricultural (including the four
sectors) units is not much.

2) The effect of the change in foreign exchange rate 1in
comparison with industry is very low too. Table no. 3.3

shows exchange costs of this sector in which we can see that

2. Iran Statistics Centre, Iran Statistical Yearbook, '
. 1372(93).
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Table No. 3.3
Value and Share of Agricultural Imports

Million US $

67(88) 68 69 : 70(91)
Primary and 317 453 333 304
Inter Goods h
Capital Goods 76 119 299 608
Total 393 572 : 632 912
Share in Total 4.8% 4.47% 3.4% 3.0%
Imports
Share in total 0.52% 0.6% 0.52% 0.56%
Agricultural
product

Source: ERBS, 1371(92).

the share of agricultural primary intermediate and capital
iﬁports in the value-added of this sector is less than one
peréent in all the years. These low shéres mean that the
cﬁangeé in foreign exchange rate has no direct effect on
éXpenditures of this sector. This effect would be further
weakened by the fact that thé government has tried to bring
down effect of the foreign exchange rate by giving
subsidies. For example the subsidies partiéularly bn
impbrted.fertilizers increased from RLs 39.1 billion in 69

to 78.6 in 70 which neutralized the changes in the price of
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this good o&ing to the new exchange rate. However increase
in exchange rate directly promoted the production of the
exported agricultural'commbdities and the creation of new
forests. The amount of annual agricultural exported goods
rose from $ 361 millions in 67 (88) to $ 1132 million in
72(93)3 (excluding,the,carpef) which certainly was due to a
higher foreign exchange rate. Furthermore, because the
jungles are directly under state management and because the
government had more money to invest in their area due to the
selling of exchangeé at. a higher faﬁe, the area under new
yearly cultivated jungles fosé from 24800 hectares in 68 to
‘81926 hectares in 72(93). In addition, the indirect effect
* of foreign exchange rate working through increase in the
prices of other commodities also existed.

3) Marketization policy had a remarkable effect on the
agricultural products. In the pre liberalization period most
products of this sector like rice, potatoes, onions, wheat
and red meat etc, were under state price control. This is
true for factors of producﬁions like fertiiizers-élso, but
as we previously mentioned the government used to try to

cover this by subsidies. Table no. 3.4 which shows the

3. ERBS, 72 and 67.
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Table No. 3.4

Amount and Growth Rate of Intermediate Costs and
Value of Production in the Most Important Products of
Agricultural Sector
' Billion RLs"

67(88) 68 69 70 71(92) Average

Intermediate 7092 9010 11179 15121 19467 -

Costs ' : - 27% 24% 35% 29% - 28.75%
Value of 1884 2340 2760 3899 4075 -

Production . 24% 18%  41% 4% = 21.75%

Sourcgé Iran Statistical Yearbook, 1372(93).

values of productionh and cost of pfoductionﬁ particularly
their 'grbwth rate in the most important agricultural
vproducts, indicates thét the new policies led to more growth
' 'in incomés than in the costs which results a higher profit
‘rate for producers. We have to take note that the guaranteed
prices strengthened the marketization process because they
gfeatly increased after liberalization while the producers
had the option to either sell in the market at market prices
or to the government at guaranteed prices. .

‘As a result," we “can say that although = the
liberalization policies were implemented together with some
othef policies 1like - guaranteed prices and subsidy,
undoubtedly these pdlicies have played an effective role in

boosting the agricultural production.
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3.2 Efficiency'in the Agricultural Sector

An investigation into the efficiency in the
agricultural area needs definition of some indices and
measurements which help us to judge this matters. Some ratio
like;

Total Product, TP, (Kg)

Average product of fertilizer =
Total Used Fertilizer,

TUF, (kg)

Value added (RLs)

Productivity of fertilizers
‘ Total used fertilizers (kg)

Total Product (kg)

Average Product of land = :
Cultivated land in hectare

Value added (RLs)

Productivity of per hectare

Cultivated land in hectare

Productivity of per RL Value of Products (RLs)
variable cost ' =

Variable costs (RLs)

Total Product (Kg)

Average product per worker =
Number of workers

Value’added (RLs)

Productivity of per worker =
Number of workers

may be used for this purpose. as well as the
measurements like the number of new agricultural machines in

the sector, technical knowledge of the farmers, investment
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on irrigation networks and drainage, area under irrigated
cultivation etc. Undoubtedly, there are some better indices
and measurements for this purpose but our data limitation
forces us to select the above mentioned ones excepts
technical knowledge of farmers which too can not be used due -

to insufficient data. Looking to the amount of used

Table 3.5

. Total Used Fertilizer (TUF) Area Under Cultivation (AUC)
Total Agricultural Product (TP) Value Added of Agricultural
Sector (VA) and their Ratios

67(88) 68 69 70 71 72(93)

TUF 1674 1460 2114 2609 1681

1000 Tons :
AUC 16055 - - 18216 - -
(irrigated, '

(Irr)), . 6661 7520

1000 hectares

Irr/AUC (41%) (41%)

TP 16418 19601 23825 25869 29221 27907
IQOO tons

VA (61=100) 2648 2746 2967.5 3120.2 3351.6 3535.7
bq»RLs

TP/TUF 11 16 ' 13 11.2  16.7
kg per kg '

VA/TUF 1667 2032 1475 1284 2104
RLs per kg '
TP/AUC 1.02 ' C1.42

Tons per hec.

VA/AUC 165 - 171

1000 Rls

per hec.

Sources: 1) Iran statistical Yearbook, 1372(93).

2) ERBS, 1371(92) and 1372(93)
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fertili;ers in the table No; 3.5 we can draw a conclusion
that efkiciency' has remained unchanged specially when we
know the area of land under cultivation has risen from 9984
hectares .in 67 to 11518 in 71(92) (about 20 percent
increase). The index of TP/TUF in this table indicates that
the average product of fertilizers has not changed much
except in 72(93) and 69.when’there were better situations.
This result is valied for productivity of per kg fertilizer
(VA/TUF) élso because this index has slightly improved in
-average. Finally, regarding fertilizers we can say that the
efficiency has grown slightly. The area under cultivation
.(AUC) has risen from 16055 in 67 to 18216 in 1370. Although
the'share of irrigated lands is unéhanged but the area of
these lands alsé has risen from 6601 to 7520 hectares in
this time period which all show an important growth.
Furtherﬁore, the average product of pér hectare of land
shows a;40 percent

Table No. 3.6

Income Achieved Per Unit Intermediate Cost

68(89) 69 70 71(92)

TI (RLs)/TIC (RLs) 3.8 4 3.8 4.8

TI : Total Income :
TIC : Total Intermediate Cost

Source: ERBS, 1371(92).
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growth from 1.02 ton to 1.42 ton in the same period and the
index of productivity of per hectare (VA/AUC) has only 5%
increase from 88 to 91 which confirms a little improvement
in efficiency. The index of productivity per worker in this
sector has risen from 67(88) which was RLs 499439 to RLs
577280 -showing about 8% increase which indicates same
result. Turning to profitability, it is obvious frém table
no. 3.6 that income achieved frém'per unit_cost (TI/TIC) has
risen more than 20 percent during the pefiod under
consideration. Table no. 3.7 shows - the number .of
agricultural machines used in the sector and go§ernmental
‘investment on - irrigation network and drainage which is the
- main part of total investment in this area. According to
. this tab;e there is a large growth in machines utilized in
the‘ sector- which may be interpreted as a noteworthy
improvement; |
Table No.3.7

Number of Machines (NM) and Governmentai Inves;ment on
Irrigation Network and Drainage (GIIND)

68(89) 69 .70 O 71(92)
NM (unit) 3524 10226 12920 9539
GIIND 8.2 16.3 20.3 21.8
(bn RLs) :
61=100.

Source: ERBS, 1371(92).
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It should be .mentioned that the number of machines
shown in this table is the total ngmber of tractors and
combines which have been domestically produced in the years
mentioned. These figures are acceptable because there has
not been an importaht exports or imports of these two items
in these years. The same result cah bé drawn in the area of
government investment on new_Airrigation network and
drainage, because this amount has'increaséd from 8.2 billion
RLs in 68 tb 21.8 billions in 71 (at 61 constant prices)
which means 2.6 times growth.

Since all applied indices for measuring the
'agricultdral efficiency shéw more or less an improvement in
efficiency, as -a final result we can say that agricultural

efficiency has improved after liberalization.
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Foreign Trade Sector

There are two main goals for I.R. Iran in this sector.
We know that the economy of Iran is mostly based on oil
export revenues and this is taken into account as a main
weakness for this economy. Therefore, promotion of non oil
exports (NOE) to”reduce this problem was a strategic goal of
“new polices'in the economic 1ibera1ism‘period. Protection of
domestic - production against importeo commodities was the
-second important goal of new policies. Before the new
period, imported goods.were very cheap and consequently had
been preferred to domestic goals due to a very low official
foreign exchange rate (OFER). Among the three main polices
of liberal@zation, new foreign exchange rate policy had the
main rolé;to achieve the above mentioned goals because, as
we will laﬁer explain, the OFER used to notably decrease the
profit rate of NOE and consequently decrease these exports
and on the other ‘hand used to encourage more and more
imports. Therefore, in this chapter our discussion will be
concentrated on foreign exchange (FE) policy because

privatization and marketization had no direct and special
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effect in this area. In addition,_since a main problem of -
government i.e. budget deficit was directly related with
policy, we will discuss this effect inthis chapter too.
After Islamic revolution of Iran (IR) the equilibrium
in foreign exchange market was disturbed and consequently an
excess demand in foreign exchange (FE) market occurred due
to increase in demand for FE and decline in supply of it.
This excess demand gradually increased market foreign
exchange rate (MFER) whereas.the official rate (OFER) had
been fixed by the Central Bank of Iran. Therefore, a
multiprice system of FE has been_gradually founded in which
'there were two iﬁportant prices, OFER and MFER. Together
with gradual increase in MFER due to continuation of excess
demand for FE, the difference be;ween this rate and OFER
became more and more and caused some important problems in
Iran's economy. So, the government‘of Iran finally devalued
Iranian Rial to solve these problems. We explain the reasons
of the above excess demand for FE:in the First part of this
chapter. In the second part, more important problems dueAto
multiprice system of Fe will be explained and the results of
devaluation are discuésed in every case. This chapter will

finally finish with a conclusion about devaluation results.
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4.1. Reasons of Excess Demand for
FE and Its impact on FER

Two main subjects of this part are the reasons of

excess demand for FE and its impact on foreign exchange rate

(FER) . We can explain the first one (the reason's .of excess

demand for FE) in two sections i.e. the reasons of increase

in FE demand and reasons of decline of FE 'supply._

Therefore,our discussion has the'following divisions in this

part.
4.1.1

4.1.2.

Reasons of increase in FE demand
Reasons of decline in FE supply

The impact of FE excess demand on FER

Reasons of increase in FE demand

Dufing' ahd after the Islamic revolution (IR,
1979), moSt of the last regime's men (Shah regime)
and Iranian capitalists who were very close to
that regime left the country and carried their
assets in the shape of gold and foreign exchange.
Then the demand for FE rose. This process became
étronger during the war time (after 1980) due to

its special dangers.
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4.1.1.2

4.1.1.3.

4.1.1.4

During i980 and subsequently, the war between Iran
and Irag led to rise in military requirements of
Iran. Most of these requirements were of imported
goods which led to increése in demand for foreign
exchanges.

The third factor ~of more demand for Fe was the

continuous decline in US §$ purchasing power in

_international market, specially in comparison with

Japan's Yen and Dutch Mark. Because the price Qf
main exports of Iran, oil, had been defined in.
terms of USS$, our real FE revenues came down and
we had to pay more and more $ for a constant

amount of imports which led to greater demand for

FE.
For some different reasons, after Islamic
revolution import requirements went up. The

following are the reasons in brief.

i) Military requirements in the war time

ii) Reduction in domestic production Eecausé of
the war

iii) Fixing of FER by the government, as we will

later explain.
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.1.2

4.1.2.1

Reasons of Decline in supply of FE

After IR, the government of Iran because of some

- political and social reasons decreased the exports

4.1.2.2

of o0il. Before Revolution,oil exports of Iran were
about 6 million barrels per day whereas after IR
this amount declined to 2 million barrels. On the
other hand the price of per barrel oil of Iran
rose from 11 US doliérs to about 27 which led to
nominal decline in Foreign exchange income of

Iran1

in the first years of IR. But after a short
time this price decreased to about 20 US$ per
barrel and after 1985 whén the some oil
installations were damaged and Tankers. war bégan,
the value of o0il exports decreased again and
finally the o0il revenue notably fell. In Table
No.4.1 we have shown tﬁe foreign exchange revenﬁes
which have been due to exports of o0il in the lést
three years before IR and. eleven years after tﬁat
(19’6 to 1591).

Some non o0il goods exporters did not return their

foreign exchange revenues because they had to sell

1.

ERES,

58(79) -61(82).
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them at official rate (70 RLs per US$). to the

Central Bank of Iran.

Table - 4.1

Iran Oil Export Revenue (OER) from 1976 to 1991

Year ' OER

1355 (1976) | 20670
1356 (1977) | : 20904
1357 (1978) : 18115
1358 (1979) - B 19315
1359 (1980) | 11607
1360 (1981) | | 12455
1361 (1982) | | 20050
1362 (1983) 20457
1363 (1984) | 16663 .
1364 (1985) ' 13968
1365 (1986) 5982
1366 (1987) ‘ 9189
1367 (1988) 7599
1368 (1989) 11993
1369 (1990) | . 16614
1370 (1991) 13828

Sources : ERBS, Years, 1357(78), 62, 65, 67, 70, 71(92).

95



4.1.3 The Impact of FE Excess Demand on FER

As a result of these changes, the foreign exchange rate
in free market (black market) began to rise whereas the
government had fixed the official rate of it (OFER) at 70
RLs. The difference between these two exchange rates became
more and more during 1979 to 1989. To be more precise, in
1979 the free market rate was about 80 Iranian RLs per USS
but at the end of the period this rate rose t6'1400 RLs per
$, whereas the official rate had been remained fixed at 70
RLs per US $.2

This lafge difference between official and free market
vrate caused some important problems in Iran economy. Tﬁere
was é great disputé between economists and economic decision
makers about the ways of solving these problems who had two
different ideas about foreign  exchange rate. According to
the first one, the government had to devalue the national
currency so that the difference between OFER and MFER would
decrease. The second idea was offering a change in foreign
exchange regime from fixed raﬁe to fiexible rate regime. In

1385, when the above difference was large enough and the

2. There is no official or unofficial sources for MFERs
and I personally collected them specially during 1985-
1987 when 1 was writing my MA thesis.
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economists were sure that MFER will not decrease, the

3 devalued Iran's

government gradually and 1indirectly
currency, but in 1989, the new government officially changed
the FER by a large devaluation together with a
liberalization process. Initially,the price of US$ was
increased to 800 RLs and within two years it increased to
1750 RLs.*

In the next part we explain the more important problems
of Iran economy due to existence of difference between these
_two rates as.'éhe reasons of the above devaluation and

statistically explore the impact of changing of FER in every

possible case.

4.2. Reasons of Devaluation

We have already mentioned that the existence of two
FERs which are notably different created somé big and
important problems in Iran economy between 1980 to 1989. We
also added that Iran government largely devalued Iranian
Rial to avoid these problems. So, these problems were the

main reasons of devaluation. The impact of difference

3. This devaluation was done by defining exporting rate
‘which will later be explained.

4. Ibid., 1368 (1989), p.71.

87



between two FERS on non o0il exports, on government budget,
on increasing of imports, on Social Justice, on economic
concentration and on economic decision makings were the most
important of these reasons which will be discussed
hereafter. It is necessary to say that most of Iranian
economists believe that the MFER 1is closer to real FER.

One of the most importan; reasons oOr even  the oniy
reason of old Govefnment for fixing the FER was the impact
of this action on inflation. We will explore this factor in
continuation also. | |

It is necessary to say that we suppose

OFER = 70 RLS
and MFER = 400 RLs
in all future discussions. These rates are close to

actual rates in those years.

4.2.1 The Impact on Non 0il Exports

After 1971, when the world price of crude oil rose by a
large amount and share of 0il incomes in Iréh's GNP
noticeably incresed,5 nuﬁerous economists and economic

decision makers believed that the eaning from o0il revenues

5. U.N, Economic Survey of Asia and the Far East 1971,
p.117. :
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was a weakness of Iran ecdnomy and non oil exports had to
rise as soon as possible. After IR because of some political
reasons like the war between Iran and Iragq and political
disputes with superpowers specially America, the above
belief became stronger.

According'té rules of the Central Bank of Iran in the
conservatism period all exporters and importers had to make
FE transactions at the official rate (OR) through banking
system. Thié process used to reduce the revenue of exporters
in terms of Iranian.Rials. For example, suppose commodity A
has been exborted and sold at 1 US $ and suppoSe it's
domestic price is 200 RLs. If the exporter could seil his
foreign exchange in free market his revenue in terms of RLs
would be

1 US $ x 400 = 400 RLs
but because.he had to act on OR, this revenue will be

1US $ X 70 = 70 RLs

and therefore he will loosé 330 ﬁLs per exported commodity
unit of A. Avoiding this loss, he would prefer selling this
commodity in domestic market at 200 RLs and get at least 130
RLs more than the exportiﬁg case.Therefofe he supplied his

commodity in domestic market instead of foreign market. The
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finalnfesult of this process is stagnant exports, or even a
decline of them. .

According to the statistics, because of the existence
of that low level OFER, there was no effective rise in the
amount of NOE before 1985 in spite of the fact that the
government’ was very much interested in.encouragiﬁg them and
took some actibns like rewards for eXporters. As we see in
table No.4.‘2, from 1985 (;364) when the rate of US $ in the
black market had become about 600 RLS, the exporters were
éllowed to éell their foreién- exchanges directly to the
importers at a highef rate which had been known as exporting
rate. In this new situation supply and demand of FE were
: under'governﬁent's control and the rate was less than the
black market rate.® After this permission, the non o0il
exports notably rose. The increasing of NOE has continﬁed
correspondingly with increase in FER (Refer to table No
4.2). We have calculated the correlation coefficient between
export rate (ER) and NOE as

 R2 . 93%
which shows the diréct relation between the value of NOE

and FER.

6. ERBS, {364(85), p.72.
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Table - 4.2

Official and exporting rates (ER) of US $
and Non 0il Exports of I.R. Iran

Year OR RLS ER RLs NOE Million

Us $
1355(1976) 70 70 471.7
1356 (1977) 70 70 529.8
1357(1978) | 70 70 417.1
1358(1979) 70 | 70 ' 811.8
1359(1980) 70 70 . 645.2
1360(1981) 70 70 338.5
1361(1982) 70 70 283.7
1362(1983) 70 70 356.6
11363 (1984) 70 70 361.1
1364 (1985) | © 70+140 350 465
1365(1986) 704140 450 915.5
1366(1987) 70+140 600 1160.8
1367(1988) 704140 800 1035.8
1368 (1989) 800 800 1044
1369 (1990) 1400 1400 1327
1370(1991) 1750 1750 2648.7
1371(1992) 1750 1756 2987.7
1372(1993) 1750 1750 3746.8

Sources : ERBS, 1358(79) to 1372 (93).
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According to official announcement, the value of NOE in

1373 (94-95) was about 4.5 million us dollars7

and the share
for NOE revenues in total Aamount of foreign exchange
revenues went up to about 30 percent, whereas in 1984 with
rate of 70 RLS per US $, this share was only 1 percent and
in 1988, before the official devaluation, this shareﬁWas

about 8 pefcent. This growth in share of NOE shows that the

income structure of economy is improving.

4.2.2 = The Impact on Government Budget, Through oil
Export Revenues

This Impact on Iran economy was very important and
substantial. It is necessary to méke it clear that in Iran,
the o0il resources are fully under control of government and
6n1y the government produées, and exports the crude oil aﬁd‘
0il products. Therefore,;selling of FER due to o0il export
revepues is one of the main resources of government budget.

The government of Iran used to sell its\ foreign
exchanges on official rate (70 RLs,vper US $), before 1985.

Therefore, its revenues (in terms of Iranian Rials) were at

7. It ha been anounced by Iran Radio in March 95.
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a low 1level whereas its expenditures were permanently
inqreasing. This process used to cause a big deficit in the
government budget despite the fact that its income in
terms of foreign exchange was relatively high during these
years. |

This process had creatéd some another important
problems. Because of this notable budget deficit the
government had to borrow from the.Banking system to finance
its expenditures in all of these years. These debts
increased the liquidity and money supply and consequently .
pushed. up the inflation rate. On the other hand, the
government was deprived of a large amount of public income
because of sélling foreign eXchange at OR. The fesult was
economic injustice which we will discyss later.

In the Table No.4.3 we have shown the statistics about
abovev problem. In the first column, govérnment's foreign
exchange income has  been shown during 1980 to 1985. This
column shows that the foreign exchange incomes in these
years were relatively hiéher bécause after this period these
revenues came down to about 10 billion US $. The second
column shows the amount of sold FEs to the private sector in
this period which is. a main source of goveeeernmehts

revenue. The reason for not calculating the sold FEs to the
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public sector is that is has no real effect on government's
budget. As we see in each year, a large amount of FE has
been sold to this sector at OR (70 RLs per US §).

The next two columns are very important. In the third
column,rwe have shown the extra revenue of the government in
terms of RLs if the ambunts of sécond column has been sold
-at market FE rate. We have already assumed that the average‘
of real FErrate (market rate) during these years is 400 RLS
per US §. Therefore the government could get 330 extra RLs
per US $ by selling at market rate. The fourth column shows
the aﬁount and péercentage of budget deficit to total
budget. Comparing ;hese tow last columns shows that these
/ budgets not only could have had no deficit,but alsd,the
government could have notably incurred more expenditure
because of a large amount extra revenue and consequently,
the inflatidn rate would be at a loﬁer level. In the last
column, the amounts of total budget have been shown.

If we compare this column with the third column, we can
understand that the missed income is more than that of the
total amount of budget in some years;

After the maintdevaluation in 1989 these figures have
become better. OR and free market rate of FE were very close

in 1989 to 1992 and at the end of the first 5 year economic
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plan, 1993, the difference between these two rates had
almost become zero. In 1993 a new notable difference between

OR and free market rate was found.

Table - 4.3

Figure of FE Income revenues, sold
FE to private sector, gvt's real income,
Budget deficit and Total Budget during years of 1980-1985

Yeax’ F.E. Revenue Selling F.E. to Bxtra Revenue Budget Deficit " Total Budget
(Million Private Sector on Real F.E. {Iranian Billion (Iranian Billion
us $) {Million US §) Rate (Iranian RLs) RLs)

Billion RLs)

1359 14862 12689 4187 972 2299
80 (42%)
1360 15411 9775 3226 937 2707
81 (35%)
1361 21765 6092 2010 772, 3274
82 (23%)
1362 24787 10175 3358 954 3728
83 : : (25%)
1363 19339 . 6480 2138 ) 639 . 3354
84 T (19%)
1364 15237 4717 1556 ' 647 3313
85 : (19%)

Sources: 1) ERBS, 1362(83) and 1365 (86) 2) statistical year book, 1361(82) and 1365(84)
4.2.3 Increasing of Imports

Another important effect of that non real OR of FE is
biased in favour of imported materialg and goods over

domestic goods. Suppose B is an Imported good and B' is the
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same domestic good and the prices of these twb goods are 1
US $ and 200 RLs respectivély. the wholesale price of
imported good in terms of RLs will be as follows.
at OFER 1x70 = 70 RLs
at MFER 1x400= 400 RLs
- It can be seen that at OR, the imported goods are much
cheaper than the domestic good whereas at MFER, the domestic
géod will be cheaper.Therefofe,. at OR the teﬁdency' to
consume impdrted ggods is very high but at MFER this
teﬁdency?is»high fof domestic goods. The final impact of
using an OR will dampen domestic productiont
The statistics in this case show increasing imports
" before and after devaluation and we can not show the above
effect in a statistical wéy. This is because the amount of
imports also depends on other factor such as G.D.P., trade

policy, tarrifs etc.

4.2.4. Impact on Social Justice

Social justice is one 6f thé.nmst important aims of
Islam and Islamic Revolution. The Revolutionary government
of Iran always has insisted on this ojbjective as a main
target of its social and ecénomic Plans. But, this objective

was disturbed by the low level of OFER. We can make clear
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the above problem with an example. Supposg again a
businessman exports good A and sells it.on one US $ and
imports good B at the same price. If we assume no profit for
this businessman, the producer of A get only 70 Rls for good
of A at OR and has a loss equal to 330 RLs as explained
below: |

His revenue at OFER will be

1US $ x 70 = 70 RLs
whereas his revenue at MFER
1US $ x 400 = 400 RLs

and his loss due to using OFER per unit of A
'400-70= 330 RLs
On the other hand, with this 1Us §, because of
exporting A, the businessman imports good B and sellstiﬁ,to
the domestic consumer at 70 RLs in spite of it$ real price
which is

1 US $ x 400 = 400 RLs

this‘consuﬁer has 330 RLs profit because he purchases the
good B at a cheaper rate than.its real price.

.We see that a notable income which belongs to broducer
of A goes to the pocket of consumer of B. The process is

against the goal of achieving social justice. In addition,

107



economic protection.of producers had been objective of Iran
government and existence of this OFER put Us on the opposite
course.

For a statistical survey, we have shown the amounts of

losses of export goods pfoducers in table No.4.4

Table - 4.4

Values of Non 0il Ekport Producer's losses (NOEPL)
in the years of 79-88

Year | Value of NOE Value of NOEPL
Million US $ Billion RLs

1358-1979 811.8 268
11359-1980 465.2 | 154
1360-1981 339.5 112
1361-1982 ' 283.7 94

1362-1983 356.6 - 118
1363-1984 © 361.1 119
1364-1985 465 153
1365-1986 915.5 | 302
1366-1987 1161 . © 383
1367-1988 1036 342

Sources: ERBS, 1979 tq 88.

It is important to say that a part of these losses has

been compensated by government assistance. For instance, the
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producers received some of their primary goods at official
prices which were notably less than the free market prices
in these years. Secondly, the government used to charge some
consumer commodities at low level rate for all consumers
including producers although the amount of these favours
gradually decreased, because the government's income
decreased.

~On the other hand, because of this offer as we saw on
table No.4.3, the government 1lost notable -amount Qf its
income in terms of RLs and, ﬁherefOre, there Vwas no
increase in salary of its employees in spite of notable
.inflation in this period. The amount of consuﬁer price index

rose from 68.27 in 1980 to 275.7 in 1988.8

4.2.5 | Economic Concentration

The next impact of OFER, is that this rate pushed the
economy toward more government concentration. As we have
already said, the government used to give a part of
producer's requirements, specially in the case of primary
goods,- at official rates to bring down the cost of
production. In addition, it used to give FEs to importers at

OR therefore the purchasing price of these goods was very

8. Ibid., 1362(1983),1365(1986), 1367(1988).
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low in terms of RLs, (botﬁ consumer and primary goods) .

If the producers and importers were allowed to sell
their goods at free market rate,they had an unacceptable
large profit and the consumer prices would have increased
Further. The government had td directly control the
distribution of commodities to prevent sale of them in free
market. For more explanation, as we will latet,seé, the main
reason of the government for fixing foreign exchange rate
was preventing of high inflation and this purpose were
disturbed if commodities had been sold in free market. On
side of producers, it is obvious that the éhare of imported
‘primary goods, 1is not the same for different manufactureé
and sectors. Without a price control (selling'goods in free
markgt) thosé sectors .and manufactures which used vmore
imported primary and secondary materials and goods, would
have: more profit. This process inérease our economic
depeﬁdency to abroad and disturbe domestic production.

}In the years under survey, the government had
established some offices to control the prices and had
empioyed a notable number of pesple in Ehese offices. The
necessity of these controls became more and more during this:
time period.‘because the different between OFER and MFER

gradually increased.
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4.2.6 Economic Decision makings

One;of the most important impaéts of OFER was wrong
economic decision.makings to a wide extent. If we count 70
RLs per US $ most of uneconomic investments willv seem
economic. For example, suppose Iran National Gas Corporation
explores a project of.pipe gas for a city. The cost and
expected income of ﬁhis project are Supposed.as follows.

Total éost of project:

10 mill US $ +500 Mill RLs

Uséfui age: 7 years

and

present value of expected income: 2 bn RLs
at OFER this project has about 800 million RLs profit
because its costs at this rate are as follows:

C = (10 mil US § x 70 RLs) + (500 Mill RLs) = 1.2 bn RLs
Profit = 2-1.2 = 0.8 bn RLs

But at MFER this project has a big loss as follows,

C = (10 mil US $ x 400 RLs) + (500 mil RLs) = 4.5 bn RLS
Profit = 4.5-2 = -2.5 bn RLs.

It is clear that the above corporation will do these
uneconomic project because of using OFER. We invested on
many projects same as the above example. We obviously did

not use these in case of using MFER.
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4.2.7 Impact on Inflation as a Reason Against
Devaluation
It is natural that everyone asks why the Iran

Government despite the abo§ee mentioned problems fixed the
foreign exchange rate. There was one main economic reason
and some other explanatione about this action. At first,
during this peried (79-85) we had a war with our neighbor
country,. Iraq, which was our mein national problem and
naturally, the government was cautious about thing'like a
high.'iﬁflation rate which probably'.would have adversee
impacts en general conditione of country. Secondly, our
:'foreign exchange revenue seriously decreased because of the
tankers war after 1954. This revenue fell from 15237 in 85
to 8189 million US $ in 1986.9 With such a low level foreign
exchange revenue, the government couldn't actually sell a
notable amount of FE to productive sectors because the most
of this revenue was used to buy military equipments and
basic food 1like wheat, rice, etc. Therefore the FER did not
have an important impact on economy. In addition, the
government used to think about rise of FER as a temporary

event in the first few years, of the war.

9.  Ibid, 1370(1991), p.192.

112



But the government had also an economic reason for
fixing the FER. This reason was the prevention of rise in
the inflation rate. The ecbnomic decision makers of
government used to say that "If we have a devaluation,
production costs of productive sectors specially in
manufactures will rise sé'the prices of consumer commodities

will consequently ‘increase."

This reason wasn'ﬁ acceptable to ‘a great number of
economists. They wused Vto: say that there wés no foreign
exchange rate illusion in the commodity mérket and producers
_did not define prices of their commodities on basis of
official Foreign exchange rate and most of them,-supplied

their goods in black market at higher rates.

In a statistical survey, we can see that the rate of
inflation hasn't effectively changed after devaluation. We
have shown in Table no.4.5 the amount of OR and inflation
rates, from 1980 to 1993-94. It 1is necessary to say that
there is a strong belief that inflation rates during the
years of 1980 to 1988 aré downward biased in the
calculations. In these years, the main - goods had
governmental prices which were much lower than the free

market prices. Although the share of these goods in consumer
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basket wasn't high enough but in calculation 6f inflation
rates, these governmental prices have been used.

As we see in table no. -4.5, the level of inflation
rates has no important difference before and after
devaluation. The average amount of these rates before

devaluation (1980-1987) is about 18% whearas this average

‘after devaluation (1988 to 1993) is 20.5 percent.

Table - 4.5

Inflatioanates~in Different FERs

Year OR (RLs) . Inflation
' Rate (%)

1980 70 23.5

19871 . 70 22.8

1982 ' 70 19.2

1983 - 70 17.7

1984 70 , 10.5

1985 210 4.1

1986 210 20.8

1987 210 28

1988 800 29

1989 , 1400 17

1990 1750 9

1991 1750 20.7

1992 | 1750 24.4

1993 ' 1750 22.9
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CONCLUSION

Because the devaluation has been accompanied by a
‘liberalization process, we can not separately judge its
total results. It is clear that Irans economy has notably
improved in these few last years. The'statiétics show that
most of the economic indices like GNP, GDP, industrial and
agricultural products etc, have had large growthﬂ In
~ connection with devaluation, we can make it cléar that some
important-problems like the 1level of non o0il exports and
>budget deficit haﬁe been solved but thereAare some important
difficultiés yet. The government wanted to create a unique
VFER sYstemvby devaluation but we have three-differént FERs
in our economy now. Thé inflation rate has not been
controlled and may disturb the economic programs. The most
important economic problem is instability specially in money
and FER market. There havé been important changes in FER
per few months in these two recent years. These changes had
an'impact‘on other sectors like production, tradé etc.

We_ can finally say thaﬁ although the results of
devaluation have been positive, we need some more time for

better results.
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General Conclusion and Summary

Although the implementation of liberalization policies
‘approximately coincided with the end of the war between Iran
and Iraqg, we can say that these pplicies have helped_ the
blossoming of the economy and undoubtedly played a;‘fnajor
role in the economic transformation of Iran in the recénp
years. Almost, all of the main tﬁacrbecdndmic indices 1like
.GDP, 'investment,‘ budget deficit, tax receipts non o;‘.l
exports etc show a positive movement contrary to theA last
pelriodv.v Table C shows the growth rate of total GDP and of
‘the main sectors of Iran économy. According to this tab_le,v
the GDP figures indicate a positive annual growth during the
year 89 to 93 (liberalism period) a well 'as the sectoral
growth which all afe poéitive contrary to the last period
in whiéh most of themf'héd negatively moved. The average
growth rate GDP is 7.3 v'éhile this rate is 8.6 in industrial
seétor, both showing itﬂportant and notable improvement in
the economy of Iran. Furthermore, t_:he share of national
invest:m'entvout: of GDP rose from 13.6% in 1367 (1988) to 22%

in 1372 (1993) which shows a 13.3% annual growth on the
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Table C"

Growth Rate of GDP and of Main Sectors of Iran Economy
at 1361 (1982) Constant Prices

Percent

1364 1365 1366 1367 1368 1369 1370 1371 1372 1367-72

1985 1986 1987 1988 = 1989 1990 1991 1992 1993 1988-93
C : : Average
Agriculture 8 4.3 1.8 -12.9. 3.7 8.1 5.1 7.4 5.5 6
0il 1.1 -14.6 13.9 7.3 7.7 19.9 11.1 - 1.5 3.6 8.6
Manufacturing -
and Mining -1.6 -6.2 -9.1 -4.3 8.7 15.6 17.7 3.3 1.2 9.1
Electricity, Water :
and gas 16.6 9.6 12.7 1.7 11 19.4 15.5 8.5 9.7 12.7
Construction - -7.1 -11.4 -14.7 -8.7 -1.7 2.9 16 7.9 2.4 5.3
Services 6 -10.9 -5.3 -6.9 1.8, 9.7 9.9 8 7.5 7.3
GDP 4.2 -8.1 -1.9 -5.7 3 12.1 10.9 5.5 5 7.3
Sources : 1. ERBS, 1365(86), 1367(88)

2. Central Bank of Iran, Annual Review, 1372(93)



avefage.1 This rate had come down in the last period 1i.e.
from 17.9 in 1363 (1988)2 to 13.3 in 1367 (88). The amount
of taxes, as a main source of revenue for the govefnment,
which was approximately fixed (about RLs 1000 bn) in the
Jlast period (1984-89) showed a notable rise amounting RLs
9775_bn‘in ;372 (93) with abogt 350% growth in 5 yeérs due 
to increase in national production and consequenély tax
capacities. We talked about budget deficit and non 0il -
exports in the fourth chapter and saw that owing_to new
foreign exchange rate the budget deficit becamé equal to
zerb i‘n two recent years and non -oil exports had a high
,growéh rate too.

| On the other hénd, there were two main problems in the
liberalization pefiodiwhich were a high inflation rateiana.a
great deficit in baLance of payment. The inflation rate
Which was expected to;comd down after liberalization through
an increase in natioéal production due to new policies at
least remained unchénged and in the recent years has
remarkably increased specially in 1373 (1994) which was

about 35%3 and caused a review in marketization and foreign

1. Central Bank of Iran, Annual review, 1372(93).

2. ‘ERBS, 1365(1986) and 1367(1988).
3. Central Bank of Iran, Annual Review, 73(94).
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exchange policy. After Islamié,revolution in many years the
balance of payment had a deficit but in the first year of
new period this deficit was very big speciaily in 1371
(1992) which was‘abbut S 7 billion.4 All of these deficits
were c§mpensated by foreign debts as a result.of which the
amount of these debts increased from $12 bn in 67(88) to_!
about $33 bn in 72 (93) according to some sources.

A.Turning to the firs; chapter of this dissertation, we
saw that there was wide marketization in the economic
liberalism period(after 1989) to optimize production ahd ‘
consumption and avoiding of high level costs of direct price
control. Marketization was implemented through 1) New
' forei;n exchange rate whichApaved the way of marketization,
because with the old low 1level FER the proaucer had an
extraordinary profit if they were allowed to sell their
produéts at free market rate énd 2) decreasing.the direct
price controls and starting ;to allow the sale 1in free
market. . This ended doubie subsidization, namely
subsidization of imported inputs through an over-valued
exchange rate and subsidizatidn of product sold in the free

market where the price was higher than to controlled nrice.

4. ERBS, 1371(92).
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The process'of liberalisation has been reviewed in 1995
due to a high inflation rate but new determined prices are
very close to the equilibrium ones.

New foreign exchange rate policy is actually the main
subject ‘of the fourth chapter. This policy has been made to
achieve some economic goals 1like paving the way for
marketization and optimization ef production and
consumption, bodsting the non o0il exports, limitation»of
-imports'etc.which_will be explained ;ater in the summary of
the fourth chapter.-

The third main economic policy under liberalization
process was privatization, which was made to boost the
‘" national production.vThe sale of governmental-eeonomic units
was done through Iran Stock Exchange, direct negotiation
between the manager of units and buyers and public auction.
The share of stock exchenge in total transactions was about
75% during the years 1989 to 93. From another aspect, 25.8%
of total share have been~bought by large private capital
owners whereas the small private buyers have bougﬁt 33.4% of
them. Due to a variety of reasons i.e. non existence of
investment security, of a complete legal frameﬁork, of a
good information system, of a responsible organizatioh for

privatization, of a strong financial urgency, of necessary
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liquidity, of a stability in economic policieé and also due

'to control of stock exchange by competing groups and
‘distortions in invéstment decisions, the implementation of
privatization policy was not as successfﬁl as it was
expected.

The second chapter surveyed the industrial productioﬁ
and invéstmént after liberalization including conétruction,
:industry‘and_mine sectors. Other induétriai sector were nop
directly éffected by 1liberalization policies. 1In the
construCtioﬁ .sector we saw that both governmental and
privaté activities were inéreased due to new economic
’policiés.

The amount of ‘government investmept in industrial
’(including-mining) projects was drastically increased due to
liberalization policies (from RLs 2085 bn in 88 to RLs 20251
bn in 93) whereas the private investment rose from RLs 72 bn
in 88 to RLs 913 bn in 93 which is a notable increase. In
the industrial and mining production area, new economic
policies caused a noﬁablevihcrease during the period i.e.
from RLs 2397 bn in 1988 to RLs 13370 in 93 at current
prices but at constant prices this increase is hot so much.
Economic ' experts bélieve tﬂat in the first year of the

period due to existence of unemployed capacities in the
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industrial units, the growth rate was very high but after
full employment of them this rate came down such as this
growth rate 'in :1993 was only 1.2% against 25% in 1990.
Therefore, the growth rate of industrial production will not
be so high in the years to come.

In the third éhapter, our discussion was concentrated
on production -and effic_iency in the agricultural sector.
According to our ':sufveys, agricu_itur‘al producﬁion ’has
notably risen in all four subsectors i.e. farming, animal
husbandry ahd pouitry, fishéry and forest and pastures. In
the farming sectbr ‘the most . important increases were in
.wheat by 45%, in sugar cane by 90'% and in rice by 60 %
* during thé liberalization period. The most rise in the"
livestock products was in white meat and egg which were
about 70% during the period under consideration. The fishery
subsector has had also a growth in new period althovugh it
had a higher growth in the conservatism period which is an
exception. On the other hand, the area of new jungles( is
another exception ;.vhich had the highest éfowth rate (around
250%) among all of these subsectors. We showed that due to
new economic policies, on one side, the profit rate of
agricultural production rose so pi‘ivate sector produced more

and on the other side, the government found more money to
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invest in this sector.

Turning to efficiency, all the measures and indices
showed a higher efficiency in the new period. Some of these
indices showed the productivity per kg of used fertilizers
or per hectare of cultivated land while the others measured
some;hing like"number of wused machines and irrigated
networks;

queign'tradé sector was the main éubject of the fourth
chapter which is more connected with foreign exchange policy
than  marketization énd privatization. In this chapter
firstiy we explained why a large difference between official
.forex réte and market rate wa§ found and then we shéwed how
* this différence had distorted the economy, producing low
level non o0il exports, more imports, high level budget
deficit, economic injustice, governmental distribution
system and wrong economic decisions. We.indicafed that due
to new forex rate policy non o0il exports grew about 350 %
(from RLs i bn to RLs 4.5 bn) during the period and budget
deficit became equal to zero'where;s the amount of imports
had more growth in the first years but in the recent years
(including‘1995) it drastically came down and the country
found a huge BOP surplus which wés $ 6;3 bn in the year 73_

(94) .
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Appendix

PRODUCTION OF SELCTED GOODS IN LARGE MANUFACTURING ESTABLISHMENTS OF IRAN

Unit 1363 1364 1365 1366 1367 1368 1369 1370 1371
Red meat 1000 tons 200 208 142 136 | 175 238 224 203 195
Bologna and sausage 1000 tons 16 16 10 14 15 15 13 12 10
Pasteurized milk milion liters 263 275 285 275 241 315 396 421 432
Pasteurized buttermilk 1000 liters 815 2099 2418 837 666 1001 1308 861 732
Pasteurized yogurt million liters 80 77 66 - 61 53 55 65 48 39
Pasteurized Butter (1) 1000 tons 23 15 10 - n 12 6 6 3 3
Pasteurized ice-cream tons 8312 7290 4707 4374 3714 5308 11026 13223 11669
Compotes tons 27207 |, 30993 14546 7128 6730 3418 10341 14507 7740
Jams tons 7912 7792 5631 4592 7079 4901 8491 7624 5640
Pickles ~tons | - . 6060 | 10298 4663 1987 1888 3350 1796 6177 3813
Pastes and sauces tons 34667 | 39796 38558 27825 | 27494 44533 | 43317 | 36589 59631
Canned food tons | 27809 | 22066 14146 8324 | 12552 || 10934 | 12753 | 16953 12479
Canned fish and sardines tons 2672 3045 2245 2634 3387 3390 2929 3243 1632
Fishes tons 29114 { 19126 16995 18236 | 25306 10929 14306 19115 12890
Caviar tons 250 253 283 254 | 281 310 233 277 319
Shrimp tons 1029 946 1260 1197 3829 2542 4256 1820 11565
Vegetable shortening 1000 tons 452 491 432 481 - 369 496 559 620 639
Oil seed cakes & seed shells 1000 tons 80 | 142 97 109 113 148 161 128 157
Sugar 1000 tons 483 518 453 467 | 418 339 385 487 604
Lump and cube sugar 1000 tons 155 193 239 222 - 200 196 187 259 262
Livestock and birds feed 1000 tons 287 232 213 185 173 168 207 224 -~ 240
Non-alcoholic beer & malt(2) mn bottles 25 41 46 38 36 41 37 40 31
Beverages mn bottles 2369 2678 1964 1089 | . 1443 1526 2029 2043 2139
Cigar and cigarette mn strings 16154 17017 15339 15068 | 13790 9923 12319 11563 10171
Tobacco tons 4776 4622 4944 5002 4499 4943 4846 4703 1822
Fabrics mn meters 623 619 554 530 | 482} - 460 454 | 497 503 ||
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Unit 1363 1364 - 1365 1366 1367 1368 1369 1370 1371

Cheese cloth & . ‘ |

unfinished fabrics mn meters 25 28 39 37 25 19 16 17 15
Blankets 1000 pieces 6582 6617 5164 3663 2935 2439 3081 3921 4232 |
‘Machine-made carpets 1000 sq. mts 9307 10342 7204 5659 4408 4867 7198 10374 10438
Moquettes 1000 sq. mts 24546 | 26174 .-14798 10412 8994 7745 12670 | 14286 11865
Socks and hoses 1000 dazens 3535 3169 2695 2975 4101 2793 2757 2273 1006
Leather for uppers mn feet 59 58 47 37 35 - .36 44 33 30
Cured skins 1000 skins 4709 4624 4391 4237 3820 3422 2407 2230 2139
Leather shoes 1000 pairs 11577 10455 8954 9689 9387 ~ 8916 10915 10211 8504
Sneakers 1000 pairs 15194 13727 12175 122571 11618 12943 12464 10733 7725
Plastic shoes 1000 pairs | 21501 18566 12786 15784 10691 13001 18725 14213 11025
Rubber shoes 1000 pairs 4504 4165 2357 2841 2363 2126 3318 2540 1599
Paper and cardboard 1000 tons 119 108 ' 70 85 C97 119 . 167 173 151
Paper diapers & ' S S , v

feminine- napkins tons 9494 7996 2956 2788 4047 5273 6123 4361 3972
Paper napkins & tissues tons 8304 5065 3181 2312 ' 1687 1503 4098 3118 3526
Wall papers(3) 1000 rolls 4673 3828 2944 839 420 1229 2267 2887 3096
Sodium hydroxide tons 3578 5101 5008 6622 5098 4511 4871 5183 5406
Chemical Fertilizers tons 29520 | 49207 168628 | 246918 | 258541 - 762 851 1220 1429
Paints and dyes 1000 tons 64 50 ' 26 23 24 31 54 58 58
Scouring powders 1000 tons 187 191 124 169 © 149 169 212 192 170
Matches mn boxes 2025 2043 1786 1994 1630 1612 . 1722 1523 1873
Vehicles inner tubes 1000 rings 2566 2483 2146 2750 4638 2084 3423 - 3592 2506
Vehicles tries 1000 rings 51563 4935 4291 4587 2433 4814 6012 6255 6170
Plate glass 1000 tons 169 165 141 192 181 182 209 205 =247
Bottles mn bottles 229 256 253 229 - 278 203 221 274 263
Machine-made brickes mn bricks 2815 2675 2397 2371 2405 2456 2418 2514 2459
Terrazzo tiles & ceramic tiles 1000 sq. m | 18693 | 19393 19781 19880 18826 21056 | 23834 | 24205 [ 26904
Fire-bricks tons 15737 16800 165682 23394 27478 23956 | 21510 | 20826 20417
Cement 1000 tons 11888 12290 12148 12852 11926 )| 12587 14429 13996 14906 .
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Unit 1363 1364 . 1366 1367 || . 1368 1369 1370 1371
Plaster 1000 tons 3204 3545 2829 2418 2564 2541 2717 2884 2661
Iron rods and armatures 1000 tons 405 357 337 464 397 . 543 666 783 786
Iron and.metallic beams - 1000 tons 498 604 694 726 774 923 ( 1074 | 1665 | 1329
Pipes 1000 tons 443 448 346 194 '+ 295 284 441 574 528
Iron shapes and angles 1000 tons 711 623 345 144 145 170 - 456 663 724
Iron sheets 1000 tons 135 114 98 64 61 101 1565 195 1156
Joints tons 3162 1677 1586 3311 2424 2082 5040 4367 4916
Moulding parts tons 4211 7035 8180 6586 6102 4123 4798 6075 6666
Aluminium shapes tons 41413 49226 11928 11748 14848 11223 24786 20809 231867
Aluminium sheets and foils tons 16671 18531 13571 4204 7279 7219 | 17581 18500 | 16736
Water heaters ' 1000 units 242 213 163 116 71 - 67 85 154 1182
Space heaters 1000 units 956 975 712 718 234 401 630 691 707
Gas stoves (4) 1000 units 506 476 324 183 131 87 140 196 169
Rfregerators and freezers 1000 units 744 767 435 354 1326 351 649 829 883
Coolers 1000 units 521 475 220 164 116 119 21 271 242
Aluminium & steel radiators 1000 units 1816 1357 1504 - 952 303 300 1099 1384 1156
Washing machines 1000 units - 13 35 25 18 1 11 19 43 63
Mini-washes 1000 units 78 48 24 44 7 30 17 11 6
Vacuum Cleanners 1000 units 65 100 12 26 43 . 14 64 26 63
Elctric fans 1000 units 601 622 339 210 210 222 390 416 397
Meat grinders 1000 units 167 _ 147 28 77 98 122 208 176 93
Rice steamers 1000 units 268 238 76 99 94 120 133 231 222
Juicers 1000 units 159 66 96 26 68 25 120 165 107
Electricity and water meters 1000 units 1148 1011 - 774 700 394 469 860 1159 1006
Lift-trucks | - units | 1815 | 1444 368 284 223 127 604 534 437
Tractors units 14897 | 16232 11947 1470 - 3173 9561 | 12,361 8993
Combines units 656 512 181 80 -- 351 665 559 546
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Unit 1363 1364 1365 1366 1367 1368 1369 1370 1371
Lathes, cutting dishes & X
grinders units 1,181 1574 - 1028 366 9218 1052 1835 2527 1816
Rollers units 2341 327 | 64 52 138 234 42 436 . 351
Bulldozers, loaders, graders ' : S
& mechanical shovels units 489 996 [ 425 248 170 252 189 | 1183 965 |
High-voltage transormers . units 11064 7373 | 5206 5169 6786 5824 7934 | 10087 9598
Electromotors _ 1000 units 586 521 347 - 257 340 274 465 448 315
Spark-plugs 1000 units | = 10835 12454 11518 | . 9392 | 5581 | 2881} 7324 8885 2489 |
Low-vdltage transformers units 47298 155613 5383 - 6222 4261 8109 11646 15989 16656
Black & white televisions 1000 units 441 410 | 335 348 264 | 368 502 515 ~ 420
Color televisions 1000 units 83 80 77 52 . '39 39 96 221 263
Radios and recorders 1000 units 204 269 168 254 344 217 232 102 75
Telephone sets 1000 units 329 | - 331 245 317 351 216 189 | 495 495
Light bulbs . mn bulbs 55 53 35 32 34 38 50 48 48
Batteries : 1000 units 1860 1743 2039 2014 1854 1856 2049 2345 1862
Dry cells mn cells 191 179 81 78 73 66 74 88 86
Wires and cables ' mn meters 269 197 233 192 142 144 260 298 271
Wires and cables 1000 tons 31 26 16 1 12 14} - 26 36 29
Cars | " units 57790 29644 22102 16327 13280 6829 13950 | 42632 26086
Jeeps, stationwagons & ‘ ‘ '
ambulances , units 12029 7160 3353 7364 9745 7062 | 10045 10679 11681
Trucks and light trucks units 14773 14883 6212 40564 2411 2757 6010 8321 | 9377
Buses : : units 2459 2314 146 328 768 .691 1057 3442 2271
Mini-buses units - 8057 6970 1332 1641 1840 2176 2700 5927 6154
Vans ' units 68354 49932 23209 12690 . 3066 5329 | 16188 | 24351 25170
Motorcycles ~units | 200148 | 190302 | 110338 16669 | 64,336 23469 | 38193 | 81307 82546 ||
(1) Includes margarine. o Sources : ERBS, 1367(88) and 1371(92)
(2) Each bottle and can has a volume of 330 cc. equals 10 ounces. :
(3) Each rool equals 5 square meters. '
(4) Excludes picnic gas stove
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