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I

ran International joined the world in celebrating the
birth of a new millennium. Every creature has a
way of cherishing an auspicious occasion, and we
did it our own way. The result became a window
for shedding light and delight, a river for nature to
capture, and a heart for love from above; IRAN:
A Window, A River, A Heart.
With only a brief look at our land, Iran International
Millennium Issue turned into a country book in
340 pages. The book’s three chapters: A Window,
A River, A Heart; respectively correspond to the
world’s mostly valued elements: Technology,
Nature, Humankind.
The vision behind production of IRAN: A Window,
A River, A Heart transcends the boundaries on land
and time. The book opens by Globalization without
Domination and closes with An Idea Materialized. It
covers Iran in a wide variety of topics ranging from
architecture, industry and professions to nature,
people and arts.
Combining a collection of finest pictures with
English verse, IRAN: A Window, A River, A Heart
is meant to offer a new image of the new Iran. It is an
honest attempt which aims to avoid overstatements
and understatements.

IRAN: A Window, A River, A Heart is solely distributed by
Iran International Office.
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Iran International: “The Forum for
partners in Iran’s Marketplace.” This is
the motto adopted by the full-color quarterly
Iran International since its emergence in
June 1998. Iran International focuses on
the theme of partnership in various sectors
of economy, trade, industry and culture.
Readership & Circulation: Iran
International is regularly distributed
among its targeted audience who include
economic, industrial, political and cultural
circles in Iran and around the world. Iranian
decision-makers, government officials,
industrial executives, top contractors, major
commercial and financial organizations,
trade partners of Iran, potential investors,
joint chambers of commerce, global
banks, international companies based in
Iran, industrial plants within the country,
embassies, cultural centers, tourist and
travel agencies and international bodies
form the main readership of the magazine.
All articles and advertisements of the
latest issue are always accessible at the
magazine’s three web sites.
Publications: In addition to its four regular
issues coming out in June, September,
December and March, the magazine
publishes special issues on occasion.
Clients: In each edition, Iran International
has had the pleasure of featuring the
promotional items of global players and
national companies that have a key role in
development of industry and economy. Our
main clientele come from diverse fields of
Oil & Gas, Chemicals & Petrochemicals,
Industries, Mines & Metals, Automotives,
Aviation & Tourism, Banking & Finance.
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M i l l e n n i u m 2 1 st C e n t u r y

By: Barry Eichengreen

T

he COVID-19 pandemic is the
mother of all stress tests for the
global economy, and not least for
emerging markets and developing economies. Early on, there were hopes that the
virus might bypass low-income countries,
which have fewer air-transportation links
to the rest of the world, or that it could be
contained in countries with past epidemic
experience—in sub-Saharan Africa, for
example. Such hopes were disappointed.
We now know that the virus threatens all
parts of the world. Moreover, even where
countries have been able to avert a fullblown health crisis, the financial effects
have been severe.
That financial impact preceded COVID-19’s physical arrival in the developing world. Between February and April,
more than $100 billion in financial capital flowed out of emerging and frontier
markets, five times as much as in the first
three months of the global financial crisis.
The World Bank forecast that remittances
would fall by an additional $100 billion
in 2020, four times as much as during that
earlier crisis. Global trade was forecast to
fall even faster than in 2009. Commodity
prices collapsed in response to the global
6

Global
Financial
Cooperation
recession, while emerging market and developing economy currencies weakened
against the dollar.
This was a shock of unprecedented
proportions. Governments responded
with emergency spending packages in
support of households and firms. Emerging market central banks cut interest rates
and in some cases undertook purchases of
securities. As a result, the negative impact
on economies and financial systems was
somewhat less than anticipated initially.
For emerging markets, this policy
response was unprecedented. It was the
opposite of the actions they were forced
to take in earlier crises. The contrast was
IRAN INTERNATIONAL, November 2020, No. 95

indicative of progress made in building
fiscal space and anti-inflation credibility. One indication lies in the actions of
emerging market central banks that adopted a formal inflation-targeting framework as a credibility-enhancing device.
Through the first five months of 2020,
those central banks were able to cut interest rates by 40 to 50 basis points more
than their non-inflation-targeting counterparts.
This is not to deny the existence of
financial stress. But the tidal wave of debt
defaults, currency crashes, and financial
system collapses some had predicted has
not come to pass. At least not yet.

Dollar dominance
Having averted the worst does not
mean that emerging market and developing economies averted the bad. The financial repercussions of COVID-19 pointed
up remaining flaws in the global financial
architecture and underscored the need to
correct them.
To start, the pandemic is a reminder
of how much the global economy—and
emerging market economies in particular—relies on the dollar for international
liquidity. The international interbank market, in which banks borrow and lend to
one another, runs heavily on dollars. The
dollar is involved in 85 percent of foreign
exchange transactions worldwide. It is
far and away the most important vehicle
for trade invoicing and settlement. Bonds
marketed and sold to foreign investors
are disproportionately denominated in
dollars.
Countries can shield themselves
from sudden liquidity shortages, when
banks refuse to lend, by holding dollar reserves. There has been significant movement in this direction by central banks
and governments in recent decades,
which is one reason there was not a more

The financial
repercussions of
COVID-19 pointed
up remaining flaws
in the global financial
architecture and
underscored the need to
correct them.
severe pandemic-induced dollar shortage
and greater financial distress.
But a more important explanation
for the absence of disruptive dollar scarcity is the extraordinary action of the US
Federal Reserve (Fed), which leapt into
the breach with dollar swaps and Treasury bond repurchase facilities for foreign
central banks. The Fed purchased a wide
range of fixed-income assets, flooding financial markets with liquidity and bringing credit spreads back down to precrisis
levels. Investors seeking higher-yielding
investments had nowhere to look but
emerging markets, whose debt was one
of the few fixed-income assets the Fed
IRAN INTERNATIONAL, November 2020, No. 95

did not buy. This explains much of why
capital flowed back to emerging markets
after the initial period of strain.
While the Fed’s forceful action
prevented global financial markets from
seizing up, it also pointed to a fly in the
international financial ointment. The Fed
provided swaps only to a selection of
countries, and the selection criteria were
not transparent. Nor is it obvious that
there will be an equally foresightful Federal Reserve Board to do the same in a
future crisis.
This has led to suggestions that the
Fed, and perhaps other advanced economy central banks as well, should delegate
the decision to extend swaps to an impartial arbiter, such as the IMF. Since central
banks are not members of the IMF, this
would be a decision for governments—
which is a problem. Governments, especially the governments of countries that
issue key international currencies, are not
inclined to cede control of their central
banks’ balance sheets to the international
community.
IMF and World Bank roles
This mention of the IMF points to
7
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another source of dollars for emerging
market and developing economies: IMF
lending facilities. The IMF moved quickly in response to the pandemic to create
the Short-term Liquidity Line, a new facility for disbursing liquidity assistance,
while enhancing access to existing facilities, including some that allow for lending without a full-fledged program. In the
first half of 2020, it received more than
100 calls for emergency funding.
The IMF’s overall lending capacity
is limited to $1 trillion. This sum may not
be enough to deal with the full impact of
the pandemic and with whatever comes
next. Shrinkage of IMF resources was
averted by renegotiation of the Fund’s
multilateral and bilateral borrowing arrangements, including the New Arrangements to Borrow. However, efforts to augment those resources through an increase
in IMF quotas have not produced results.
Further, there has not been the requisite
agreement of a supermajority of countries
on a new allocation of Special Drawing
Rights (SDRs), despite widespread calls
from the official and scholarly communities. Reforming IMF governance in the
context of the General Review of Quotas
and enhancing the international role of
the SDR are long-standing issues. The
COVID-19 crisis is a reminder that these
efforts are incomplete, and that their incompleteness weakens the global financial safety net.
The IMF’s sister institution, the
World Bank, could point to pandemic
bonds as its contribution to weathering
the crisis. In 2017, in response to the outbreak of Ebola in West Africa, the World
Bank, with financial support from a set
of advanced economy donor nations, underwrote bonds to be placed with private
investors that paid out in a pandemic. Ex
ante, this instrument seemed ideally suited to providing poor countries with insurance against health-related shocks.
It didn’t turn out that way. The
bonds now look to have been overengineered; their documentation was so
complex that neither investors nor governments knew what they were getting. The stringent conditions triggering
payments were satisfied only 132 days
into the outbreak and after more than
2 million cases were identified worldwide. One of the variables triggering
payouts was the number of cases identified and reported at the national level,
and poor countries were the least able to
8

identify and report cases. Unlike catastrophe bonds, which pay out in response to
a hurricane or earthquake affecting one or
a handful of countries, pandemic bonds
triggered many simultaneous payouts,
because the COVID-19 pandemic was
global. Investors in these bonds therefore
saw their stakes wiped out.
The distaste for this structure for
both developing economies and investors
became apparent when the World Bank
abandoned plans for another pandemicrelated issue this year. The notion of some
form of financial insurance for pandemics
is sound conceptually, but a satisfactory
structure has yet to be found.
Dealing with debt
Last, there is the challenge of servicing debt when commodity prices and
global trade have collapsed. Acknowledging these realities, in April 2020 the
IMF provided debt service relief for an
initial six months to 29 low-income countries that were previous loan recipients. In
addition, Managing Director Kristalina
Georgieva called on governments with
bilateral loans to low-income countries
and on private sector creditors to suspend
repayments. Following a meeting of finance ministers and central bank governors, the Group of Twenty (G20) issued a
declaration, the “G20 Action Plan,” voicing support for these ideas.
These initiatives faced collective
action problems, however. For official
bilateral creditors, it made little sense to
suspend payments if other governments
failed to do likewise. In this case, the
debtor would receive only limited relief,
IRAN INTERNATIONAL, November 2020, No. 95

and the governments that agreed would
end up footing the bill.
Since the 1950s, the official community has addressed this issue through the
Paris Club, a group of creditor countries
originally made up of Group of Seven
governments, whose chair is a French
Treasury official. Unfortunately, China,
now the source of more official bilateral
poor country debt covered by the G20
initiative than all other creditor countries
combined, is not a member. China has
agreed to match the Paris Club’s debt relief terms, but it is not clear whether this
commitment extends to loans by state
banks and state-owned companies. It is
not even clear how much poor-country
governments owe to the Chinese official
sector overall. All this would have been
easier to sort out had China been a fullfledged member of the Paris Club, but it
is not—yet another failure to update the
global financial architecture to match the
realities of the 21st century.
In the case of private debt, the task of
setting out terms and organizing negotiations was outsourced to the Institute of International Finance (IIF), the association
of institutional investors. This response
had something of a fox-in-the-henhouse
quality. The IIF cautioned emerging markets that seeking to restructure their debt
could jeopardize market access. It warned
that institutional investors were responsible to their clients, not to governments or
the global community. Early efforts at renegotiating Argentine government bonds
got hung up over conflicting contractual
terms governing different bonds, reflecting the absence of a single standard for

bond covenants. Progress was slowed by
obstacles thrown in the way by holdout
creditors.
There was no sense that the existing
ad hoc machinery had the capacity to deal
with a flood of cases. The absence of an
international facility or even a standard
procedure to deal with a wave of restructurings was glaring.
The agenda
What, then, have we learned about
the financial architecture from the COVID-19 crisis? We have been reminded
that resilience starts with institution and
resource building at home. Governments
possessing fiscal space have been able to
put it to use. Where inflation expectations
are well anchored, central banks have
been able to support financial markets
and the economy. A surprising number
of emerging markets—surprising by the
standards of past crises—have been able
to implement supportive policies. This
capacity reflects their success at building
more robust monetary, fiscal, and financial institutions.
Experience at the international level
is less heartening. Cross-border financial
transactions remain dollar-based. There is

Governments, especially
the governments of
countries that issue key
international currencies,
are not inclined to cede
control of their central
banks’ balance sheets
to the international
community.
reason to think that this will change, but
little reason to think that it will change
anytime soon. While the demand for
dollars is global, the supply remains national: it depends on the policies of the
Federal Reserve. There are potential alternative sources of dollars—not least the
IMF, which could provide greater access
through its existing programs and lending
facilities if it had more resources. A new
allocation of SDRs is another possibility.
Unfortunately, there is as yet no consensus on how to proceed.
Although the performance of pandemic bonds has been disappointing, the
IRAN INTERNATIONAL, November 2020, No. 95

idea of using financial instruments and
markets to insure against these risks is
sound. Streamlining the design of such
instruments and increasing the subsidy
element provided by donors could make
them more attractive to both governments
and investors. The question is whether
this would be enough.
Finally, there is the need to strengthen arrangements for dealing with debt.
The structure of the Paris Club should be
updated to match the realities of the 21st
century. Official institutions should take a
larger role in negotiations over restructuring private debt. They can set standards
for such negotiations. They can encourage
regulatory agencies to mandate institutional investors’ adherence to those standards. Governments and regulators can
require provisions in loan contracts (socalled single-limb aggregation clauses)
that encourage rapid restructuring when a
pandemic or other global crisis hits. They
can prohibit trading of bonds that lack
these provisions. This strategy just might
work. If it doesn’t, then calls for a more
heavy-handed approach, involving some
kind of international bankruptcy court for
sovereigns, will be back.
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By: Era Dabla-Norris, Vitor Gaspar,
and Kalpana Kochhar

O

nce COVID-19 abates, we will
be reminded of how everything
changed, of the world that
was. But the unfolding crisis contains
profound lessons for the future. When
international delegates met at Bretton
Woods in July 1944 to devise a postwar
world, the war was still far from over.
Yet, recalling the missed opportunities
that had followed the previous world war,
they understood that the focus had to shift
from ending the war to establishing new
foundations. Today’s global economy
faces very different challenges, but
important parallels remain. Urgency and
speed of action are as crucial as the need
to mobilize resources at real scale.
There are large unknowns about
how long it will take to develop and

There are large
unknowns about how
long it will take to
develop and deploy
effective vaccines, the
duration and likelihood
of repeat outbreaks
and lockdowns, and
the eventual economic
ramifications.
deploy effective vaccines, the duration
and likelihood of repeat outbreaks and
lockdowns, and the eventual economic
ramifications. Even so, it is possible
to identify some fixed points for an
international post–COVID-19 order.
IRAN INTERNATIONAL, November 2020, No. 95

First, international collaboration
on mounting effective public health
responses that rely on solid scientific
consensus on disease causes and mitigation is vital. Triumphs of international cooperation prior to this pandemic
centered on public-private health initiatives that counted transparency, accountability, and broad engagement as
hallmarks. Examples include the Global
Fund to Fight Aids, Tuberculosis and
Malaria, the Global Alliance for Vaccines and Immunization, and the Coalition for Epidemic Preparedness and
Innovation. Governments would do well
to reflect on what went wrong this time
and try to understand how funding for
projects in the public interest can build
on existing initiatives. This could help
drive research and development of vaccines and diagnostics for future disease
outbreaks.
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Public health responses require a
universal focus on pandemics. Emerging market and developing economies,
many of which are grossly ill-equipped to
combat the current health and economic
shock, are increasingly on the front lines
of the spread of the disease. Chances
of third and further waves of pandemic
outbreaks cannot be ruled out unless the
virus is contained everywhere. Calls for
funding to mitigate the pandemic’s economic fallout in poorer countries are being heeded. But attention to assuring that
the production and distribution of future
vaccines and therapeutics worldwide
will be rapid, affordable, and universally
available is equally paramount. Realizing
this goal will require that rules regarding
pricing and manufacturing are designed
and enforced in ways that value international collaboration and solidarity.
Second, the Great Lockdown
has placed technology squarely at the
forefront of work, consumption, supply,
interaction, and delivery. From predicting
and modeling outbreaks to communitydriven contact tracing, technology is
being used widely to tackle the pandemic.
Videoconferencing, remote desktops, and
new social platforms are powering remote
work almost overnight, a trend that
will likely endure when lockdowns are
lifted. Digitalization of services—from
telehealth to online education to cashless
transfers and emergency assistance to
support the vulnerable—has been at the
center of country responses. The need
for contactless payments is propelling
the shift from cash to digital payments,
and digitalization of business models and
12

supply chains is reshaping commerce and
delivery. Technology could play a crucial
role in creating new sources of growth,
boosting productivity, and helping
workers and businesses transition and
adjust to a new world.
Harnessing the benefits of technology while leaving no one behind in the
post–COVID-19 digital world is key.
Connectivity is a requisite for telework,
but more than 21 million people in the
United States lack advanced broadband
internet access. About 60 percent of the
global population, mostly women in
emerging market and developing economies, still has no computers or access
to the internet, and 250 million fewer
women are online than men. Emerging
technologies have the potential to be a
great equalizer, but without the right infrastructure and governance in place, we
could see the digital divide intensify. As
in public health, there is scope for innovative public-private partnerships to bridge
this divide and ensure that digital inclusion represents economic inclusion.
There is also an urgent need to adapt
and reform education systems and workforce training to reduce skill mismatches
for a technology-enabled workplace. But
not all jobs can be done from home. COVID-19 shows us more clearly than ever
before that, in the words of Martin Luther
King, “all labor has dignity.” The pandemic has also exposed the disconnect
between workers deemed essential in this
fight—such as those working in health
care, eldercare, agriculture, and grocery
stores—and their precarious benefits and
job security. Severe social protection defIRAN INTERNATIONAL, November 2020, No. 95

carbon economy is daunting but imperative, and we must rise to this challenge
collectively.
The post–COVID-19 order will
be created. But the problems thrown
into sharp relief by the crisis remain.
Poverty, rampant inequality, declining
biodiversity, environmental degradation,
and scarcity of clean water still need
to be tackled. So do the long-standing
inequities in our societies. How we
protect and lift our most vulnerable will
be a test of our humanity.
There could be a silver lining. We
have seen mobilization of resources for
public purposes on a scale witnessed
only in times of war. But this current
war is being waged against a common
enemy. The solidarity accumulated in
times of global lockdown and disease
could be a valuable foundation on which
to build.		

icits for these workers and the countless
others who work in the informal economy
will need to be addressed.
Third, pandemics, like climate
hazards, are a harsh reminder of the
relevance of natural phenomena and
the need for ensuring long-term resilience . Climate action and sustainability
can gain renewed priority as fiscal stimulus packages are deployed to jump-start
the economic recovery. Investments in
climate-resilient infrastructure and the
transition to a lower-carbon future can
drive significant near-term job creation
and capital formation while increasing
economic and environmental resilience.
These investments could include building renewable-energy infrastructure and
more resilient roads and structures, expanding the capacity of the power grid,
retrofitting buildings, and developing and
deploying technologies to decarbonize
heavy industries. Moving toward a lower-

There is also an urgent need to adapt and
reform education systems and workforce
training to reduce skill mismatches for a
technology-enabled workplace.
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Hidden
Treasure
M

Dr. Mehdi Karbasian

ine is a God-given chance and
capacity that not all countries
have because the number of
mine rich countries in the world is limited. Interestingly, some of these countries have good reserves and are singleproduct or multi-product but do not have
energy reserves like us. For example, in
underdeveloped countries such as Guinea, there is oxide and oxide mines with
aluminum raw materials, and it is one of
the richest countries in the world, but it
is close to zero in terms of energy, gas,
oil and coal. The most Guinea can do is
to extract and export raw materials. In
a developed country such as Australia,
which is one of the richest in terms of
iron ore reserves or some other items, because there is no energy it is one of the
main exporters of crude iron with exports
mainly to China. Statistics show that in
2019, Australia exported nearly $100 billion worth of iron ore to China, which is a
very astronomical figure.
Now, if we want to compare these
countries with Iran, we will see that Iran
has three characteristics, first, that there

16

We have both oil
resources and rich
mineral reserves.
In addition, we have
three billion tons of
known coal reserves,
and yet coal is not
one of our priorities and
not much exploration
has been done.

are 68 minerals in the country, including
copper, iron ore, zinc and chromite, etc.,
some of which we have just extracted,
exploited and processed, and in diversification of products we are one of the few
mineral countries in the world; secondly,
we have not yet done a full exploration in
terms of extraction and only in IMIDRO
(Iranian Mines and Mining Industries Development and Renovation Organization)
with the help of the Atomic Energy Organization of Iran (AEOI) we were able
to complete 200,000 square kilometers of
new aerial geophysics; this shows that the
country has 1.6 million square kilometers
of mineral land, the information of which
is just being completed.
Third, more importantly, we have
energy other than these raw materials or
minerals; in other words, we have both
oil resources and rich mineral reserves.
In addition, we have three billion tons of
known coal reserves, and yet coal is not
one of our priorities and not much exploration has been done. Raw materials,
when combined with energy, create high
added value and generate employment
and development.
During the short period after the
announcement of the breakthrough Iran
Nuclear Agreement (also known as the
Joint Comprehensive Plan of Action),
reputable international companies such as
Canadian and Australian companies came
to Iran and helped us to explore, but the
duration was very short and we could not
import technology in this short period. Of
course, note that we were under sanctions
at the time and they did not fully fulfill
their obligations.
In 1397 (2018) and 1398 (2019),
about 9 to 10 billion dollars of mineral
products were exported, including copper, steel, zinc and even minerals, which
IRAN INTERNATIONAL, November 2020, No. 95

is a large number; in other words, of 45
billion dollars of non-oil exports, 20 to
23 percent is related to mineral products.
Some of these items have multiplied value added. For example, the international
price of iron ore is about $60 to $65. In
this case, $60-$65 is imported in the first
cycle of sponge iron and in the concentrate, pellet, sponge iron, steel ingot and
sheet factory, respectively, and has a high
added value.
When the price of steel is $450,
$500 and $600, when it reaches the stage
of sheet production, it goes from $400,
$450 to $800, $900. But we have to ask
why this amount of added value is created. It must be said that we have cheap
gas and coal, and because we also have
minerals, we can fetch very high benefits
for the country by developing this sector.
Fortunately, in recent years, we have
made good progress in terms of technology and factory construction. At present,
the capacity in the concentrate sector has
doubled. In other mineral fields, we have
witnessed good growth. It should be noted that these positive achievements have
been made with all the backwardness in
aerial geophysics and the recognition of
reserves and backwardness in terms of
technology and investment.
Do you have an estimate of the
dollar value of the discovered stocks
that have been explored? What is the
value of their crude sales?
In 1390 (2011) and 1391 (2012), the
figure announced was $700 billion but to
be honest this is definitely not an exact figure because an organization has to come
and do the assessment and this is part of
the responsibilities of the Ministry of InIRAN INTERNATIONAL, November 2020, No. 95
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dustry, Mine and Trade or the Geological & Mineral Explorations of Iran (GSI)
Survey. It seems that no time and budget
has been set for this task. What I can say
is based on the vast discoveries we have
made. When I was in charge of IMIDRO,
we started 270,000 km of exploration
and reached 450 promising areas. Fortunately, IMIDRO’s current management
continues this process and has been able
to reach an agreement with the Ministry
of Industry, Mine and Trade has defined
300,000 new kilometers, although the private sector has also entered this field. In
particular, some large companies such as
Mobarakeh (Esfahan’s Mobarakeh Steel
Company), Chadormalu (Chadormalu
Mining & Industrial Company), Golgohar (Golgohar Mining & Industrial Co.)
or Mahan (Mahan Mines and Industries
Development Company), and MIDHCO
(Middle East Mines Industries Development Holding Company) have entered
the field of exploration.
18

The mining sector has
been a bit hot over the
years, with some large
public and even private
companies entering
the sector.
IMIDRO predicted in 1392 (2013)
in Sangan that the amount of iron ore
reserves in this sector would be about 800
million tons, while with the exploration
work that was done, this figure increased
by 50%. As for Zarshouran Gold Mines
and Mineral Industries Development
Company, in 1392 it was said that 80 tons
of gold would be stored there, and later
with new excavations and discoveries that
were made in 1396 (2017) or 1397 (2018),
the figure reached 120 to 140 tons. That
IRAN INTERNATIONAL, November 2020, No. 95

is, new discoveries are changing reserves.
The same is true in the copper and other
fields. So I think this figure is not precise.
My prediction is that it is at least double,
but I still do not know exactly.
Why has the government not paid
attention to this sector in the last 40
years? Has it not really been a priority
for the government or has it deliberately
not wanted to involve the private sector?
Currently, there are three or four thousand
part-time and closed mines in the country
that do practically nothing; there is so
much obvious capacity, and investing
in this area is certainly profitable, but
neither the government enters this sector
nor allows the private sector to enter
this field. What is the reason for such
attitudes?
The mining sector has been a bit hot
over the years, with some large public
and even private companies entering the
sector. For example, in the case of Sangan,
a number of large public enterprises,

such as Parsian Bank, invested billions
of rials and launched projects there, or
the Foundation for the Underprivileged
is investing there, or the National
Development Company affiliated to Bank
Melli Iran has entered this sector.
As you see, the position of mining
and the mining industry is well known,
even among the private sector. The issue
of mining has several points. One is that
we have to admit that in a grand strategy
over the years, the mining sector has not
been given as much priority as in oil
and agriculture, except for a period in
1370-1376 (1991-1997), when the then
Ministry of Mines and Metals was in a
construction period and we saw serious
attention to the formation of a separate
ministry. After the launch of IMIDRO,
good foundations were laid in the mining
sector between 1381 (2002) and 1383
(2004), and as a result, the private sector
became more active. For example, in
the field of cement and iron ore, good
IRAN INTERNATIONAL, November 2020, No. 95
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In the field of mining and mining industries, we
can name 120 types of materials, from radioactive
materials to ordinary materials such as lime.

measures have been taken during these
years, even in the field of steel, little
action has been taken, but the point is that
the general attention of the government,
which in my opinion goes back to the
Plan & Budget Organization (PBO) is
weak in this respect.
What will happen to these several
thousand mines that have been handed
over and most of them are closed?
Either the government should take
them back and give them to others, or
at least solve their problems.
This is part of the duties of the Ministry of Industry, Mine and Trade. One of
our problems in the country is that some
organizations give licenses but there is no
more supervision. Not that they do not
want to do it, but there are two reasons,
the first reason is that the organization
20

does not have staff or in any case does not
have the necessary facilities for monitoring. In addition, monitoring may not be
one of their priorities.
Monitoring the transfer of mines
was on the ministry’s agenda during Mr.
Hassan Rouhani’s first administration,
and was part of the ministry’s duties.
Even at the national level, mines that have
licenses but no action has been taken will
be given time and their licenses revoked.
A lot of work started in 1394 (2015) and
1395 (2016), I do not have the latest
information on their situation, but you
are right it seems that solutions should
be adopted and some of their problems
should be solved.
But we started a project in IMIDRO,
which fortunately continues, based on
which supporting the medium and small
mines was put on the agenda, and we enIRAN INTERNATIONAL, November 2020, No. 95

visaged a unit called ‘support for small
mines’, which started its activities in
1396 (2017) and 1397 (2018). At present,
a good unit has been established in Iran
Minerals Production And Supply company (IMPASCO) that supports medium
and small mines, and recently, as statistics showed, a number of these mines
have returned to the production cycle.
I personally believe that the current
Ministry of Industry, Mine and Trade
should be revived not for the long term
but for a limited time; for example, the
Parliament should approve the revival of
the ministry for 10 years to pay special
attention to the field of mines and metals.
Currently, there are ministries in the
government that if dissolved or merged
nothing would happen; for example, the
Ministry of Telecommunications is an
important place, but it cannot do anything

right now; its large companies are owned
by institutions or the private sector. The
Ministry of Telecommunications can be
merged with another ministry.
Was the formation of small and
medium-sized mines the right policy?
In the field of agriculture, it is believed
that we should change from microagriculture to industrial agriculture.
According to this issue, instead of
defining 3,000 mines, why 300 mines
are not defined?
The mines have multiple owners,
or they are the property of individuals,
and later the mine is identified there, or
it is the property of national lands, and
the individuals are licensed to operate
there. There are differences between
them. Between 1395 (2016) and 1397
(2018) a sound policy was adopted in

which ownership was for the individual,
the company, or even the government,
but its exploitation, extraction, and
value added were shared with the owner.
Projects such as Golgohar 1, Golgohar
4, Golgohar 5, Golgohar 6, Khomrud
Mine, Joghatai Chromite Plant, Nakhlak
Lead and Mehdiabad Lead and Zinc,
etc., each of which required billions
of dollars or hundreds of millions of
dollars of investment while maintaining
government ownership of the mine. We
have been using it for 20 years through
auctions and in accordance with the law,
so that people would be willing to invest.
In addition, fortunately, large
companies such as MIDHCO, National
Iranian Copper Industry Company
(NICIC), Chadormalu, and especially
Golgohar, have started this work and
have now developed it, on the basis that
they are concluding long-term contracts
with small and medium-sized mines.
Perhaps one of the best models is
this because we should not enter into
ownership, but large companies can enter
into long-term contracts and also give
them long-term loans for investment.
Why are mining and mining
IRAN INTERNATIONAL, November 2020, No. 95

industries less vulnerable than oil when
it comes to Santions?
In the field of mining and mining
industries, we can name 120 types of
materials, from radioactive materials to
ordinary materials such as lime. There
is a great variety of materials here, and
secondly, the variety of consumers of
these materials and their producers is
much greater than oil products. If you
list the number of oil rich countries in
the world, their number will be 10 to
15. But concerning oil if you drop 5-6
main players others would have no role
to play. The United States, Iraq, Russia,
Iran, Saudi Arabia, Venezuela, Libya,
Algeria, Kuwait and the UAE, are the 10
countries.
Third, oil has been politicized from
the beginning, that is, it is more political
than economic, and it has gone into the
political realm at all, while in the mining
sector some of its items may be political,
such as uranium, but many of its items are
not political. Therefore, the United States
has banned the export of our copper
and steel since 1397 (2018), then put
Mobarakeh on the sanctions list, but the
export is still done because the consumer
needs it.
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r. Mousa Ghaninejad, economist,
believes that economists in the
public arena should address policymakers with their advice and warnings,
not the general public. If an economist
wants to reach out to ordinary people and
give them advice, it is better to do so in

Lying Is a Betr ayal of Science

the form of consulting firms rather than
in the public arena, because giving public
advice may have dangerous consequences for experts, individuals and the society.
Ghaninejad warns: When an economist makes forecasts in the public arena
about the future of prices and the future
of the economy, there is a danger that the
masses may believe his/her prediction
and act upon it, in which case the economy may become more turbulent and even
collapse.
In the face of macroeconomic
instability, some public sector experts
and economists offer economic advice
to people about buying and selling
assets. How do these recommendations
relate to the social responsibility of
economists?
Economists need to pay close attention to the far-reaching effects of these
recommendations, especially in situations
such as Iranian society, which from time
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to time suffers severe economic fluctuations, foreign currency fluctuations, and
inflationary turmoil. In a situation where
the macro economy is turbulent and people are confused, the words of economists
working in the public sphere can be very
influential. Many people would probably
expect to receive practical guidance from
these experts, but economists in the public arena should address policy-makers
on their advice and warnings, not the
general public.
If an economist wants to reach out to
ordinary people and give them advice, it
is better to do so in the form of consulting firms rather than in the public arena,
because giving public advice may have
dangerous consequences for experts, individuals and the society.
Of course, an economist, like the
rest of the society, naturally pursues his
own interests, but when he speaks as an
expert or scholar, he must also consider
his social responsibility and not only perIRAN INTERNATIONAL, November 2020, No. 95

sonal interests, as a physician does when
treating patients. Although he pursues his
own interests, where his personal interests are not in line with the interests of the
patient, he prefers the interests of clients
to his own interests as a matter of human
commitment and social responsibility.
If an economist or financial expert
wants to give advice to the people, he
should do so in the form of economic
consulting firms and for his specific clients, and be accountable for his predictions and recommendations. It should not
be the case for an economist to make a
general statement in public and when
people follow that advice and end up in
losses he would not be accountable.
In the foreign currency turmoil of
early 1397 (2018), some “experts”, made
strange predictions that, for example,
the rate of the US dollar would reach
400,000 rials (for one USD) by the end
of the year. It is completely irresponsible
to make such forecasts. Those predictions

were not correct, but I believe that even
if these people believed that their projection was true and scientific they should
still not have made these predictions
public. Because such predictions make
people anxious and inflames the society.
Experts, even if they want to give advice
or suggestions to ordinary people, family,
friends and acquaintances, should do so
in the form of a consulting contract for
which they are accountable. Even someone who advises a friend or relative to
buy a stake in the capital market should
be held accountable later.
Therefore, an economist or expert
should in no way address people in the
public arena on economic and financial
advice. Of course, it is the duty of every
scholar to analyze the existing facts and
express his opinion, but announcing what
it is better for people to do with their possessions should not be done in the form of
a speech or writing or an article in the public arena. Economists should only make

No expert should lie
to people in any way
and say in public,
for example, that the
economic situation is very
good and not as worrying
as you think.
recommendations in the field of policymaking and addressing the government.
Certainly, in these cases, the economists
who advise the policymaker must also be
responsible. That is, to explain as a policy adviser what scientific evidence and
theory they are making a prediction on,
and if it later becomes clear that this prediction is wrong, apologize and be fined.
Of course, the most important penalty for
an economist is to lose credit. In the turbulent context of macroeconomics, it is
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better for economists in the public arena
to explain the policies that have caused
the turmoil and offer solutions and advice
to change them, rather than to suggest to
individuals about the management of personal assets.
Why has the economic policy
climate shifted to a point where some
economists, like the general public,
are frustrated with reform and have
turned to individual salvation instead
of emphasizing structural reform?
In this situation, can we hope that
collective benefit will be achieved by
providing individual advantage?
In the context of macroeconomic
variables, economic issues become very
sensitive. Let me illustrate this with an
example to make it clearer. Suppose in a
large auditorium with a big crowd, you
suddenly see a corner of the auditorium on
fire, and there is a serious danger that the
fire will soon engulf the entire auditorium
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and endanger people’s lives. In this situation, if you shout fire, all the people rush
to the exit doors and a large number of
people will probably be trampled and die.
Therefore, instead of shouting out of
excitement, it is better to inform the hall
officials about what happened and advise
them to calmly lead the people out and
empty the hall and extinguish the fire
without creating panic. The responsible
way is the second method. The same is
true in the field of economics. When
fear occurs, the fact that everyone wants
to save themselves is not in the pursuit
of personal interests, because in such a
struggle, one may even harm one’s own
interests; A person who is frightened and
wants to leave the hall by paddling as soon
as possible may lose his life under the
limbs and even act against his interests.
The same is true in economics. Moreover,
when fear arises and people pursue their
own interests in terror, their individual
interests coincide with those of the common good, and we can no longer say that
the general rule of economics, that is, the
alignment of individual interests with
the common good, applies here. In fact,
a special situation has occurred here and
a special measure is needed. Here, each
person must prevent fear, or not fear himself, at least for the sake of his personal
interests; otherwise the wrong decision
will be made. An expert who wants to
give advice in the public must consider
all these delicate and important points.
Given that economists and
experts alike may be accused of lying
24

by the public in a turbulent economic
environment, how can they move on
the line between refusing to inflame the
society and being accused of dishonesty
with the people?
Lying is a betrayal of science. No
expert should lie to people in any way
and say in public, for example, that the
economic situation is very good and not
as worrying as you think. The facts must
be told, but in certain circumstances and
when the situation is turbulent, such as
when a theater is on fire, the treatment
of experts should not be like in normal
conditions. In such a situation, experts
should act much more responsibly, not
to falsely deny the existence of fire and
tell people to stay in their seats. The truth
must be told, but the truth must be told in
such a way that the same people whom
you intend to save will not be harmed;
that is in a way that your recommendation would not backfire. Denying the
facts is what governments do, and as a
result, their words always have the opposite effect. Like when the government
announced people can get any amount of
USD no matter for what purpose at the
rate of 42,000 rials (for one USD), but
we saw this had an opposite impact on
the economy. Finally, when the officials
saw that their offer could not be realized
they changed their mind. Economists
and experts should never say things that
are unfounded and instead they should
make scientific and expert views and this
should be done in the right way so that
this would not create much irritation and
turmoil in the society.
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et’s briefly take a step back to the
world of 2018–19. Politicians were
attacking central bank monetary
policy and bank supervision across the
world: from the US, via Italy and Turkey,
to India. Powerful private sector actors
wanted central banks to buy equities from
them whenever the next recession arrived.
And technocrats themselves were embracing think tank calls to steer the supply of
credit to tackle climate change, inequality,
productivity growth and other pressing
social problems, even while some were
hauled up for intervening in politics and
so departing from their mission.
Around the world, the political left
was calling for “People’s Quantitative
Easing”; libertarians sought salvation in
privately issued cryptocurrencies; and the
conspiratorialist fringe persisted in seeing
monetary officials as in league with enemies of the people.
Whether you cheer or choke on that,
it was obvious, even before COVID-19,
that something was going on in the oncesober world of central banking. Being the
only game in town was turning out to be a
political, even constitutional, nightmare.
And then came COVID-19, returning central banking to the kind of role it
played when, from the 1930s to the 1980s,
it was merely an instrument for finance
ministries. In some jurisdictions (notably
the US and euro area), the central bank has
in effect been standing in for governments
which cannot act decisively or promptly,
risking becoming the de facto fiscal authority. In others (perhaps the UK), the
central bank will finance executive government, possibly without a framework
that ensures an exit route, and risking
releasing executive government from the
constraints of the elected assembly.
Two models of central banking
Those latest developments remind us
that two quite different models of central
banking prevailed in the past. One sees a
country’s central bank as the operational
arm of government financial policy, its
functions determined by technocratic
comparative advantage. This model is
rooted in central banks being the pivot
of the payment system, as Francis Baring
observed toward the end of the 18th
century. As the banking community’s
team captain, they provide, in economic
terms, club goods.

On Central
Bank
Independence
Under the other model, central banks
are independent authorities delegated
specific responsibilities and formally insulated from day-to-day politics. They
provide public goods (such as price stability) and preserve common goods (such
IRAN INTERNATIONAL, November 2020, No. 95

as financial stability) that can be enjoyed
by all but eroded by the exploitative.
Those modes of existence are so distinct that passage from one to the other is
often fraught. In emerging market economies, even after formal independence
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central banks are sometimes expected
(and occasionally want) to continue to
provide a very wide range of services to
their society. In advanced economies, the
transition from subordinate agent to independent trustee has typically raised questions about boundaries, sometimes at the
cost of welfare.
For example, as the Bank of England sought during the late 1980s and
early 1990s to make itself tolerably fit
for monetary independence, it voluntarily
dropped its involvement in industrial finance, corporate governance, some noncore banking services, and all securities
settlement services. And yet, in 1997,
when independence finally arrived, banking supervision was still transferred elsewhere, with fairly catastrophic effects in
the years leading up to and through the
2007–08 crisis. This episode has lessons
for all as it reflected underlying tensions
in the division of power between monetary authorities and treasuries.
Central banks’ power today
Today’s central banks are, of course,
extraordinarily powerful. First, the right
to create money is always latently a
power of taxation, capable of redistributing resources across society and between
generations through a burst of surprise
inflation (or deflation). Second, as lenders of last resort, central banks can potentially pick winners and losers. Third,
through the terms of their financial operations (collateral, counterparties, and
so on), they can affect the allocation of
credit in the economy. Fourth, acting as
banking system supervisors, they are, like
regulators in other fields, effectively delegated lawmakers and judges.
It might not seem surprising, then,
that the emblematic crisis managers of
the 2008–09 collapse were Ben Bernanke, Tim Geithner, Jean-Claude Trichet,
and Mario Draghi, none of whom has
ever held elective office. But it used to
be different. The face most people associate with the world’s response to the
Great Depression is that of President
Franklin D. Roosevelt. Eighty years later,
elected politicians did not even take the
lead in explaining to the public the crisis-management measures taken in their
name and for their sake. Something has
changed, and not for the better.
We need some principles: political principles. Anyone committed to the
separation of powers that lies at the heart
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crude variant involves simply voting to
compromise or repeal the central bank law.
That isn’t easy, because it is highly visible.
The subtle, almost paradoxical, strategy
gives the central bank more responsibility—so much so that any decent official
would feel duty bound to consult political leaders on how to use their extensive
powers. The more central banks acquiesce
(even revel) in the “only game in town” label, the easier it becomes for politicians to
give them more to do, and so undo them.

of constitutional government should want
central bank independence to be preserved. Otherwise, presidents and prime
ministers could use the printing press to
fund their pet projects and enrich supporters without having to go to the representative assembly for legislated approval.
Aspirant authoritarians, on the left or
right, will be alert to the attractions of
seizing or suborning the monetary power;
the IMF should catalogue past examples.
But while an arm’s length monetary
authority, insulated from day-to-day politics, can help underpin a constitutional
system of government, unelected central
bankers surely need to be constrained
by legislation. Legitimacy depends on
it, which matters greatly because that is
what holds things together when, occasionally but inevitably, public policy fails
the people.
To be accepted as legitimate, a
government institution’s design and operation must comport with a political
society’s deepest political values. For
constitutional democracies, these include
the values of democracy, of constitutionalism itself, and of the rule of law. Central
banking cannot be excluded.
My book Unelected Power sets out
principles of delegation for independent
agencies. These include, to mention just
a few, being set an objective that can be
monitored; not making big distributional
choices; one-person, one-vote committee decision-making; published operating
principles for the exercise of delegated
discretion; transparency, and public comprehensibility; any suspension of independence being formal; and a lot more.
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For central banking, those principles
can guide the articulation of an economy’s money-credit constitution, covering
the private as well as the public elements
of the monetary system, including
For monetary policy: a clear
nominal objective; and no autonomous
power to inflate away the debt, which
should be reserved to legislators
For balance sheet operations:
operations and balance sheets that are
as simple and as small as possible,
consistent with achieving objective(s);
major distributive effects should be
cooked into the delegation and not result
from discretionary choices
As lender of last resort: no lending
to firms that are fundamentally insolvent
or broken
For stability policy (in which
the lender of last resort cannot avoid
involvement): a mandate to achieve a
monitorable standard for the resilience of
the private parts of the monetary system,
including shadow banking
For microprudential policy: a
requirement that banking intermediaries
hold reserves (or assets readily
exchanged for reserves) which increases
with leverage and riskiness, and with the
social costs of their failure
Across the board: not exceeding
powers during an emergency, and any
temporary expansion or unusual use of
powers being made subject to a clear
framework that is consistent with central
banking’s core mission and provides an
exit route
Organizationally: the chair not
being be the sole decision-maker on

anything
Accountability: transparency in
all things, even if only with a lag where
immediacy would be perverse
Communications: policymakers to
speak frequently in the language of the
public rather than only of high finance
and monetary economics
Self-restraint: staying out of affairs
that are neither mandated nor intimately
connected to legal objectives
Operational arm redux
The pandemic that began over the
turn of 2019/20 seems a world away from
those principles. In both the United States
and the euro area, central bankers have,
at times, again been the de facto actors,
because the wider constitutional setup
deprives elected officials of decisiveness.
When evaluating the constitutional
politics of central banks’ extraordinary
measures to preserve our economies—ensuring cash reaches households and businesses—it is necessary to discern where
each facility lies on a spectrum between
independence and subordination. At one
end, the central bank operates freely
within its mandate but is guaranteed by
the finance ministry in recognition that
taxpayers ultimately bear the risk.
Moving toward the other end, the
central bank acts on behalf of the government. It merely executes the finance
ministry’s discretionary decisions, taking no risk itself, and providing monetary
financing (directly or indirectly) only if,
acting independently, it so chooses. This
is still the central bank as arm’s length institution. Beyond are facilities conducted
on the central bank’s balance sheet on the
instruction of government, and also operations conducted on the government’s

To be accepted as
legitimate, a government
institution’s design and
operation must comport
with a political society’s
deepest political values.
balance sheet that are forcibly financed
via the printing press.
For each intervention, whether independence survives turns on who is really
deciding what. Where independence is in
effect suspended, that ought to be clear,
as should the exit route.
In confronting these possibilities, it
is important to remember that there have
always been enemies of independence.
Within a rich repertoire for undoing an
economy’s monetary constitution, they
can deploy two broad strategies, each
with obvious and opaque variants.
One way to bring central banks to
heel is through appointments. As seen
recently in the United States, that is not
easy when favored candidates fall well
short of the normal credentials. More
troubling are appointees who seem reasonable, excellent even, but turn out to
be discreetly committed allies of leading
politicians. The most famous case, also
during turbulent times, is the former Fed
chairman Arthur Burns, a leading economist who put Richard Nixon’s 1972 reelection prospects ahead of the Fed’s statutory mandate. No one should think that
was the last example of a political outrider occupying the monetary corridors.
The other way to undermine independence is through a change in mandate. The
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Restoring independence
If our societies want to maintain the
institution of central bank independence
as a way of committing to monetary system stability and the fiscal separation of
powers, and if we want to be able to reinstate independence after the pandemic
crisis, care is needed. Here are five steps.
An exit route from being the finance ministry’s operational arm back
to independence once the pandemic has
passed, and defensible decision-making
authorities meanwhile
Revision of monetary regimes
to allow stabilization policy to operate
when the zero lower bound might bite
more frequently (if productivity growth
does not rebound)
A review of stability mandates,
including a general policy regime for
shadow banking, a legislated standard
for financial system resilience , a statutory bar on lending to fundamentally
broken financial firms, and increased
independence from the industry—such a
package might have impeded the rash of
imprudent deregulatory measures introduced over the past few years, which left
trading markets overleveraged when the
pandemic crisis broke
Restraint by central bankers, limiting themselves, when independence is
operative, to the mission of preserving
monetary system stability rather than offering to solve all society’s problems
Widespread vigilance and awareness of subtle but cumulative attempts to
repoliticize central banking to serve sectional interests—what is cheered today
might bring tears tomorrow. Politics is
an opportunistic trade, and there is scant
scrutiny of the subtleties of monetary institutions.
Whatever the current pressing expedients, which are obviously very real and
urgent, it is worth preserving the integrity
of our institutions in the longer run.
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Sanctions & Fo reign Currency
I

n a country whose market is governed by economic logic, the return
of foreign exchange from exports
is obvious. But Pedram Soltani, a former vice president of Iran’s Chamber of
Commerce, Industries, Mines and Agriculture, criticizes the government’s and
the Central Bank of Iran’s prescribed
policies to untie the knot, citing obstacles to the Iranian exporter.
As you are aware, the President,
the vice president and the CBI governor emphasized the return of foreign
exchange from exports and called on
exporters to bring the forex back to
the country. What is the logic of this
28
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statement?
“Foreign currency shortage” is the
clear answer to this question. Due to the
tightening of the sanctions, falling global
oil prices and the impact of the coronavirus, which has doubled the demand for
petroleum products, the government’s
foreign exchange earnings from oil exports have fallen to unprecedented levels. As Mr. Es’haq Jahangiri (VP) said,
last year there was only $8 billion in foreign exchange earnings in the country,
and this year this figure is optimistically
estimated at $4 billion, which could go
down to $2 billion. This figure is comparable to previous years, which usually
averaged $40 to $50 billion and in some

years even $100 billion. This sharp drop
in government’s foreign exchange earnings has severely disrupted the country’s
foreign exchange balance and made it
increasingly in need of non-oil export
currencies. Therefore, the main reason
for such a problem is the lack of government’s foreign currency and a significant
cut in the country’s foreign exchange
earnings.
But why does not the foreign currency from exports return to the country, which has become a challenge for
the government? Do the obstacles
posed by sanctions prevent this or economic common sense?

The prevalence of rental
and export cards without
identity is the outcome
of a mechanism that
created an exchange rate
difference between the
NIMA system and the
free market.

IRAN INTERNATIONAL, November 2020, No. 95

In a principled economy and in a
country that has a stable economy and
its banking system has connections and
currency exchanges with various world
countries, the foreign exchange earnings
of the enterprises of that country must
return to that country itself. This does
not mean a special or unusual task, but
it is like a company that sells its goods
receiving revenue and money from the
sale. In exports, this is due to the sale of
the forex, and in an economy that is not
in crisis, it will usually be credited by the
buyer to the exporter’s foreign currency
account.
But as for Iran, due to the severance
of the banking system with the world in
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the last decade (apart from a few openings after the Iran Nuclear Agreement
formally known as the Joint Comprehensive Plan of Action) official and legal
channels for foreign exchange to enter
the country have been blocked. Therefore, neither our foreign exchange trading transactions can be tracked nor there
is any possibility for the forex to enter
the country. There is only one way used
by exchange shops to transfer money
from exporter to importer via companies
whose exchange offices in other countries have established for this relocation.
This demand of the CBI and the government for the import of foreign exchange
from exports is not a strange and unreasonable issue and is common all over the
world. But unfortunately, everything in
our country is out of principle and today
the CBI and the government are trying
to return forex to the country by using
force and law. Under normal circumstances, such a procedure should have
taken place in the country, and the exporter who sold the goods or services
needed to bring his money into the country and convert it into rials in order to put
his capital back into the economic cycle.
At present the exporter is doing the
same but due to the strictures that took
place in 1397 (2018-2019) and the sudden
stroke on exports, this process went out
of the way and was placed in a framework
in which some people using rented trade
cards exported goods without fulfilling
30

An important question
for government officials,
who are constantly
boasting about bringing
in export currency
(which, of course, is true),
is what do they want to
do to stem the flood of
liquidity?
their foreign exchange obligations.
Although the foreign currency of such
exports somehow reached the exporter
and part of it returned to the country’s
forex cycle, it did not enter the expected
cycle of the CBI. The CBI expected the
currency to be spent on imports, while
it could return to the country’s currency
cycle and be handed over to various
individuals such as those migrating from
the country, foreign investors and people
buying houses in other countries. But
this does not cure the pain of the country
and the CBI.
In addition to obstacles such as
problems with financial transactions,
does this difference between the free
market exchange rate and the government-declared currency rate motivate
the exporter to return his foreign exIRAN INTERNATIONAL, November 2020, No. 95

change earnings to the country?
This is exactly the point of the
lawsuit. The exporter must be able to sell
his foreign currency at the free market
rate like any other currency holder,
otherwise his motivation to return the
forex to the national foreign currency
system will diminish. That was exactly
the shock of 1397.
The exporter was told to hand
over his foreign currency at the rate of
42,000 rials (for one US dollar), while
at the same time the forex in the open
market was around 53,000 rials and by
the end of the first six months of 1397 it
was higher than 110,000 rials. This order lacked logic and motivation for the
exporter. After that, the NIMA system
was launched and the great emphasis of
the private sector was for the government not to manipulate the rates so that
exporters and importers could trade foreign exchange at a balanced, optimal and
competitive rate.
(Editor: NIMA rate reflects the price
at which most foreign currency is bought
and sold in Iran and crucially it reflects the price at which Iranian companies purchase foreign exchange in order
to pay for imported goods.)
This system first motivated the exporter but unfortunately the price of the
NIMA system was also manipulated and
the previous routine continued, and by
the end of 1398 (2019-2020), there was
an obvious gap between the price of the

free market and the one offered by NIMA
system. This caused, firstly, not enough
motivation for the exporter to transfer
his foreign currency to the NIMA system, and secondly, there was a false demand from importers. The importer felt
that he could buy a commodity at a forex
below the real market price and trade in
the market at a free exchange rate. This
was an attractive deal and importers created more demand for the NIMA system
than usual.
Managing and controlling this volume of demand, screening, prioritizing
and delaying them was a source of corruption and trouble for the Ministry of
Industry, Mine and Trade and the CBI,
which led to dissatisfaction and consequent shortages in the market, because
the CBI and the Ministry of Industry,
Mine and Trade are not magicians to allocate the exact amount of foreign currency to a certain commodity needs to
supply the market so that the market
does not face a shortage in the coming
months. Therefore, the difference between the NIMA rate and open market
rate last year reduced the exporter’s motivation and, to some extent, reduced the
amount of exports and was effective in
preventing the return of part of the export forex to the country’s trade cycle.
You mentioned rental and singleuse business cards. Many believe that
the issuance of such cards has created

speculative incentives in some people.
Is this policy effective? What are the
market implications?
This diverts the flow of trade from
its professional path and, in other words,
creates an abusive current that harms the
national interests of the country, wellknown and experienced merchants and
traders, and in the eyes of public opinion, damages the exporter’s reputation.
An exporter who returns his foreign currency to the country is not able to compete with a person who operates with a
IRAN INTERNATIONAL, November 2020, No. 95

rental card. Because the former has to
sell his forex at NIMA rates and the latter
sells his at the open market price.
This competition narrows the field
to the market and deprives the real exporter of the power of competition. Our
problem in the country and in all these
decades is that any document and license
that can obtain money without capability, art, skill or competence is a corrupt
and harmful document to the economy
and the market.
This document can have any name,
including a business card, which provides access to the rent foreign currency
of 42,000 rials, and can also provide the
possibility of selling export foreign currency at the free market price, or it can
be a license to receive a loan with a very
low interest rate. Many businesses have
emerged in recent years, merely falsely
and with the sole purpose of obtaining
special loans with very low interest rates
of 4%, in the form of paper companies
or paper companies that earn income by
receiving economic codes and transferring them with the motive of tax evasion.
In countries with more principled
economic governance, permits are issued only for activities that are tied to
human or environmental health, such
as food or medicine or environmentally
destructive and polluting activities. But
unfortunately, our country is in a situation where the government wants to run
the country with any force; a stone has
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Special Report
Assuming that the exporter returns the export currency to the country can this alone cure the pain of the
foreign currency crisis?
The higher the country’s foreign exchange earnings and the stronger the demand side, the more effective it will be.
However, the increase in the exchange
rate in Iran is not a single factor, and the
increase in liquidity and double-digit
inflation certainly affect the exchange
rate. So part of this goes back to the
forex supply in the market. Of course,
the exporter’s foreign currency is mostly
remittance currency and is separate from
the cash currency market of Tehran.
What is actually traded in the Tehran
cash market is mostly under microscope
and is considered by market observers.
The reason why this rate has fluctuated significantly in recent days is primarily the increase in liquidity, not the
lack of export foreign currency. People
wants to prevent the loss of the value of
their property. The capital market, the
only government-authorized investment
market for the people, has also become
severely inflated and the risk of its collapse has increased. Other markets, such
as forex, gold, cars, and housing, are
controlled by the government, and all
routes to liquidity include bans, restric-

fallen into the well and the government
is trying to remove this stone while selfdeception is not a ploy. The ruling ideology has left the country in this state and
disrupted trade and exports.
Hassan Rouhani used the phrase
“foreign currency belongs to the government.” Does this statement have a
legal basis?
It is better for lawyers to answer
this question, but this is one of the risks
that have caused a lot of damage to the
Iranian economy over the years. This
line of thinking has been repeated since
the beginning of the (1979) Revolution,
when people’s property was confiscated
and it was announced that foreign trade
and large industries belong to the government, until today, when we are in a tight
spot they speak about foreign exchange
belonging to the government. This statement of the President is neither helpful
nor useful. The people who did not return their foreign currency to the country, some of them encountered problems
that need help to resolved. Some exporters have their assets frozen due to the
sanctions or have problems with buyers
and have been badly deceived.
Currently, the situation is such that
the exporter has to trust the buyers and
cannot rely on letters of credit. As a result,
the risk of exporting and loss of money is
very high. So for this group, even if the
government wants to send them to the
gallows there will be no result. Others
have done so in order to avoid the obligation to return the foreign currency and by
using rental export cards, whose owners
have generally disappeared or are uninformed persons who have been abused
for a small amount of money. In these
cases, too, the work of the government is
very difficult, and a long judicial process
must be completed, which may return a
small part of the foreign currency. Therefore, this type of exposure does not work
at all. The prevalence of rental and export
cards without identity is the outcome of a
mechanism that created an exchange rate
difference between the NIMA system
and the free market.
Since the winter of 1398 and with
the entry of Iran in the FATF (Financial
Action Task Force) blacklist and the
corona pandemic, the country’s trade
cycle, i.e. the return of export foreign
currencies, has been disrupted more
than before. Iran’s inclusion in the FATF
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The exporter’s foreign
currency is mostly
remittance currency
and is separate from
the cash currency market
of Tehran.
blacklist has created more friction for
export earnings, especially for distant
countries. The corona epidemic also
made trade difficult, and while exporters
shipped goods, importers were unable to
receive them due to the closure of customs or could not sell goods due to the
closure of industries and factories.
These issues delayed their payment
to Iranian exporters or caused disputes
between importers and exporters. But
these reasons and delays are ignored by
the government and the CBI. In 1399
(2020-2021), these two institutions behave exactly like last year, while the
situation in the country in the first three
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months of 1399 is not comparable to the
same period last year. Recently, however, the CBI governor said that forex
holders should return 70% of the currency for the time being, which seems to
have noticed a deterioration in the situation. This year, exporters need more time
to return the foreign currency.
Another point is that in the last quarter of 1398, we faced a fall in the prices
of our main export goods. With the fall
in oil prices, many of the country’s exports, such as gas condensate, energy
carriers, petrochemicals and energy-dependent and oil-dependent goods, on the
one hand, and as a result of the corona

pandemic we witnessed lower prices of
raw materials and minerals, nuts, carpets
and the like on the other.
But the registration of the country’s
export statistics is based on customs
rates, which are determined once a year
or every few years. Therefore, the customs estimate of the value of exports is
more than real, and the CBI asks the exporter to return the foreign currency to
the country’s business cycle at the same
rate as stated on the customs declaration
and does not consider the devaluation of
exports. In such cases, serious problems
arise and show that Iran’s foreign trade
system is not designed at all to respond

to these problems.
In a transparent and competitive
system, each exporter enters its actual
export rate on the declaration when the
goods are declared and is treated accordingly. The recently published foreign trade statistics for this spring show
that the value of the country’s exports
has decreased by 44% compared to the
spring of last year, but since this statistic is based on the same stabilization rate
stated in the declarations, it must be said
that the situation is even worse and the
decline in exports has been at least 60
percent.
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tions, or special controls.
In a normal economy, a large part
of the liquidity should go to fixed investments (housing, buildings and machinery)
and since the country’s gross fixed capital
formation rate is negative and investment
in the country is not done for various reasons and there is no necessary incentive,
a large part of the liquidity has inevitably
flowed to the stock market, raising concerns about when it will collapse. An important question for government officials,
who are constantly boasting about bringing in export currency (which, of course,
is true), is what do they want to do to stem
the flood of liquidity? 		
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U

nstable inflation has always existed in the Iranian economy for
the past 50 years; Ramin Mojab,
economist, believes that one of the root
causes of exchange rate shocks is generally high inflation; however, in the current
situation, uncertainty about the future of
the local currency (rial) has increased the
level of forex fluctuations in the informal
market even more. According to him, to
manage these fluctuations, a real event
needs to happen, and this event can be a
signal from the government to the people
that “the strategy of government is not to
cut off from the whole world and turn to
economic isolation.”
Why the foreign exchange market
is inflamed again and what are the
determinants of the exchange rate in
the current situation?
The problem I find in answering
your question is that there is not much
information and data available from
these markets. That is, for example, if
this question was raised in relation to
the stock market, we could discuss hypotheses much more credibly. This is incomplete and non-transparent information. Even if someone says we have no
foreign exchange market at all, I do not
oppose him seriously. For example, we
do not know the daily volume of transactions at any price. We know that there
are many quantitative policies and specific restrictions in this market. You will
encounter the figure of 42,000 rials for
the price of one US dollar on the website of the Central Bank of Iran (CBI).
Usually in our research, we consider the
average official exchange rates and the
market exchange rate to calculate a more
realistic rate. Of course, I do not know
how much the weights should be in the
current period. But I want to emphasize
that the informal prices we hear are the
worst. Part of the import of basic goods
does not take place at these prices. These
are the prices you want to get beyond the
mainstream foreign currency system.
There is inflammation here. The
reason is clear. On the one hand, there
are supply constraints. That is, a small
amount of foreign currency is allocated
to meet this type of demand. On the other
hand, the demand is high. The future of
the rial and other cash assets is so bleak
in the eyes of individuals that they prefer
to hold more reputable currencies. Of
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The data of other countries is useful, but
the generalization of their results to our
economy is controversial. So I do not
have an exact answer to your question.
The growth of the monetary base can be
itself the result of rising prices, not necessarily the cause. In the scenarios I had,
when we controlled different factors, the
prices in the scenarios where the growth
of the monetary base was high were not
much different from the other scenarios.
Of course, I do not want to refer to these
results, but I just want to emphasize that
the relationship is not as transparent as it
is sometimes said. Of course, I say from
the point of view of a coherent study,
otherwise there are numerous points of
view.

A Clear Commu nication Policy

course, not everyone is looking for
speculation. Many are just looking to
protect the value of their money. Under
these circumstances, a part may also
be devoted to activities such as the
smuggling of durable goods. However,
this type of informal foreign exchange
demand is higher than its supply and
causes the inflammation we see.
As mentioned, there are relatively
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bad expectations for the future of the
rial. In the recent period, it seems that
we are experiencing relatively high
inflation. How much has the growth
of the monetary base affected the
increase in prices?
Historically, all of these problems
have stemmed from the negative oil
shock. But we know that if this shock was
not negative, we would have had similar
problems. That is, Iran’s economy has

inherently high inflation. Individuals,
institutions, laws and regulations, etc.
are arranged in such a way that there is
high inflation in our economy. To say that
the monetary base or some institution
or some authority is the cause is not an
accurate statement. Of course, I have
only two modes in mind here: low and
persistent inflation and high and unstable
inflation.
If people other than these officials
were in charge we would not experience low and stable inflation. Even in
the early 2000s, we did not experience
such inflation that prices did not change
much consistently. Inflation was relatively low but not sustainable. So our
lack of low and persistent inflation has
nothing to do with Trump or anyone or
anything. Of course, you might say that
we divide the same situation of high and

In the current situation,
stray money is a lot.
Inflation expectations
are high and demand for
durable goods, gold and
foreign currencies is high.
unstable inflation into several situations.
For example, conclude that the current
situation is much worse than ever. This
is because there are bigger shocks. That
is, the problem of shock has always
existed. Note that here we encounter a
problem in terms of quantitative analysis. Because we have not experienced
such a situation in the Iranian economy
in the past, we cannot rely on data much.
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What is the right way to deal
with foreign exchange market
developments?
At least one thing needs to happen
to make people believe that the strategy of the establishment is not cutting
off from the whole world and get into
economic isolation. This means that our
ideals and goals have an economic price
and are not infinite.
In the current situation, stray money
is a lot. Inflation expectations are high
and demand for durable goods, gold and
foreign currencies is high. Note that this
is also out of the question of economics.
If such a signal does not occur, at least I
do not accept that the situation of countries like Venezuela or even North Korea
in terms of sovereignty valuation is a bad
situation. This suspicion is reinforced
especially when we look at the constitution. You start from the beginning, see
how many sentences you need to read to
discuss economic welfare.
In short, people’s trust in the
national currency is not maintained
by security and judicial measures, and
a real event is needed. Now, given the
circumstances in the United States, of
course, this signal does not have to be
directly related to that particular country.
Apart from this general discussion, there
is another discussion.
The division of imports into basic and non-basic and the allocation of
foreign currency on this basis have two
problems. One is the issue of corruption.
One is the issue of inefficient resource
allocation. Once corruption becomes
your red line or allocation efficiency is
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important to you, you put these groupings aside.
For example, you state that the
government is not going to control the
price of essential items such as bread by
allocating forex. Instead, the resources
that are released are paid directly and
purposefully to the various income
deciles. If corruption is a red line, there
is no other choice. Experience has shown
that the existing regulatory system is not
efficient enough to be able to allocate
foreign currency without corruption.
At the same time, for operational or
other reasons, you consider the level of
corruption acceptable. Or you agree to
be part of the fuel resources. That is the
same efficiency loss that I mentioned.
I am not in a position to determine, for
example, that corruption should be the
red line. But if the government sees
corruption as a red line or cares about
allocation efficiency, it must pursue
distributional goals through other means
and methods.
In general, in the current situation,
stray money is high and inflation
expectations are high too. The foreign
exchange market is not separate from
other markets and sectors. You have to
have a general balance look. Of course,
I do not have access to a valid general
equilibrium model for the current
situation, but contractionary policy is
probably a necessity of any proposal.
On the other hand, the government
must pursue a clear communication policy. This complement is what I said at the
beginning. Reports based on this should
describe the government’s debt trajectory, its policies to reduce the budget
deficit, whether in terms of spending expenditures, or in terms of issuing bonds
and tax revenues, as well as the government’s plan to reduce its dependence on
the CBI resources and asset sales.
In order to make its revenue path
transparent, it even has to articulate its
foreign policy agenda. For example,
say that it is not just waiting for the
election results of a certain country or it
is ready for different scenarios and has a
forecast of a certain amount of foreign
exchange income. In short, there is a lot
of uncertainty about the future right now,
and all the government’s efforts should
be to light up this dark future.
If it sees a potential for preserving
the value of the national currency, it
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Iran’s economy has
inherently high inflation.
Individuals, institutions,
laws and regulations,
etc. are arranged in such
a way that there is high
inflation in our economy.
should make people believe that such
potentials exist and are realized in
some way. In short, it should put aside
the current crooked situation and be
transparent and honest, both with itself
and with the people.
Where was the fault in the CBI’s
foreign exchange policies that led to
the USD’s breakout?
Given the arguments I have made,
I do not think the issue is relevant to
the CBI. It is not even a matter of the
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executive branch. If there was a mistake,
the whole system shares in these results.
Of course, I do not think it is right to
use the word fault. Finally, the strategy
of the system is based on this. Whether
there was a better strategy and was
not pursued is another matter. In this
strategy that was chosen, the discussion
of economic resistance was central. I
think this debate has been going on since
1389 (2010), that is, ten years ago. We
know it was not successful. Without
the necessary resistance, it encountered
a large external shock. The shock
was greater than the CBI’s expert and
managerial capacity. Of course, I now
have in mind the CBI in the previous
period. For example, in winter 1396
(2017-18) I remember the efforts of my
friends at the CBI who sought to stabilize
the exchange rate or they tried to justify
the rest of the policies, from which many
resources were initially auctioned off, in
vain and without study support.

Ethics in
Economics!
I

n justifying their failures in economics, politicians neither value science,
nor economists, the blame goes to
science that is not human or economists
who are far from the people. And this
indicates nothing but the helplessness of
politicians. Masoud Nili, an economist,
says the problem is not that if a politician
listens to the advice of economics, he will
definitely achieve the goal; the problem
is that if he ignores them, he will most
likely fail.
It seems that politicians in our country, for what became the fashion probably
since the 1350s (1970s), blame the economists for the failures and disappointments
of their wrong policies; sometimes they

consider the failed policy as the advice of
economists and other times in justifying a
wrong policy and not giving in to scientific advice depict the whole of economics and economists away from the human
component and the people. Why is this
relationship so one-sided?
Economics based on the need that
has always existed and is felt today more
than ever, has been introduced as a very
important science and has drawn attention worldwide; because economics issues are important to both the general
public and politicians in particular. Politicians are the main audience for economics and economists; thus, an inevitable
connection is formed between those who
work and research in the field of economics and are engaged in the promotion of
economics and are economists with the
politicians as the applicants to examine
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the consequences of policy options.
Economists without politicians do
not have a specific audience. However,
politicians can work without economists;
because their decisions do not have to be
in the context of economics, just as a patient does not have to use medical science
to treat himself and, for example, can heal
himself, he can use astrolabes and other
things. Ultimately, it is the people themselves as applicants for medical science
who must heed the prescriptions of physicians, and except in special cases, they
cannot be required to pursue science.
On the other hand, it can be seen
that the patient may fully follow the instructions of a competent physician who
has a great deal of knowledge in medicine and often gives effective prescriptions and recommendations, but eventually the patient dies because adherence to
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medical requirements does not guarantee
treatment. In science, it is not that if the
recommendations and prescriptions are
followed, we will definitely achieve the
desired result, the problem is that if we
do not follow, we will most likely achieve
the undesirable result.
Thus, just as people choose to use
science in their treatment, politicians
can establish the same relationship with
economics. While economics has no prescription within itself; the characteristic
of economics is that it explains the consequences of a decision. The demand for
economics comes from outside, for example, the politician states that he wants
to take action to improve the situation
of the poor and what is possible in this
regard. In economics and politics, there
are two possible ways to do this: Reduce
poverty by raising incomes, and keep
individual commodity prices low to improve people’s purchasing power.
Here the economist says that the second path, which is price control and has
inevitable consequences such as quotas,
conflicts with producers and distributors,
and corruption, does not hit the target,
and policies should be pursued in the first
way to raise the general level of revenues;
however, this method is hard and difficult
and can have consequences in the field of
politics. Economics says this and advises
the politician that the method of stabiliz38

In economics and politics,
there are two possible ways
to do this: Reduce poverty
by raising incomes, and
keep individual commodity
prices low to improve
people’s purchasing power.
ing prices, even with good intentions to
reduce poverty, does not achieve the goal
and has even more destructive effects.
Now, if a politician insists on his incorrect method, he includes his actions under
another heading, such as humanity and
attention to human issues.
Consider, for example, that in the
foreign exchange market, prices are rising due to declining supply as well as increasing liquidity. If people have a vision
for the future that the problem of supply
shortages will not be solved and inflation
is rising, then forex is no longer just a foreign exchange tool for them but becomes
an asset and as a result the demand for
the foreign currency increases and the
price goes up. Normally, no economist
sees this as desirable and does not like the
exchange rate to rise, but advises the politician that the conditions created for the
exchange rate determinants now require a
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higher rate than what the politician likes.
Here the politician may oppose the
acceptance of the new rate and, in his
own discretion, set a price with expediency and expect the goods and services to
be offered at a lower price at the rate he
has set aside to provide them and reach
the consumer. In this situation, the politician has to create a large administrative
system of supply, allocation and supervision for his demand, which is not fulfilled,
but the result is the same that has been
experienced many times and the welfare
intended for the consumer, despite spending a lot of money is not provided.
Basically, what is the relationship
between economics and ethics? Can we
say it is an ethical science?
Science is science. Ethics also has a
field for itself, and we have moral scholars who are knowledgeable and active in
this field. What I can say is a reference to
the facts. Between 1393 (2014) and 1395
(2016), suitable greenhouse conditions
were formed in our economy. It’s like
putting flowers in a greenhouse and enjoy
looking at them. The outlook was positive, public confidence and hope for improvement increased, inflation declined,
and during that time there was no need
for market regulation and pricing sessions and regulatory and control systems.
Because inflation was declining and there
was no need for such behavior at all.

We experienced these greenhouse
or laboratory conditions for a very limited period. Economic corruption also
decreased because there was no incentive
for corruption and there were no corrupting routes such as two-priced goods. In a
society with low inflation and macroeconomic stability, ethics can be genuinely
promoted. People are thinking of helping
each other, charities are expanding, and
the relationship between people is getting
healthier. You can compare the scale of
corruption in developed economies with
our own. In those countries, a politician
accused of corruption is usually charged
with a low figure of $2,000 to $3,000 and
is charged with receiving a gift, while the
average per capita income in that community is over $15,000 or $20,000. But what
are the figures of economic corruption in
our country? How different is it from our
average per capita income?
This is because a stable macroeconomic environment with low inflation has
enormous moral consequences. People
are forgiving more to one another because the cost of the opportunity to forgive is not high. But now that the value
of money is falling sharply, all people are
worried about the high risk that threatens
their assets, so naturally no one thinks
of helping others. In other words, in this
situation, both the number of people in
need is increasing sharply and the donor
population is decreasing sharply; because
donors are either under financial pressure

Economics can provide
the conditions for moral
and human values to take
their place. We have seen
how simple technology
such as queuing systems
in referral centers
improves behavior.
or fearful of the future.
In such economic conditions, the
society gradually loses those moral values to
 which it previously adhered. At
the same time, the great corruptions that
have taken place during this period and
the court trials being held currently are
creating great negative effects in the direction of moral decay in the society. For
many years, our society has been filling
the gaps of modern institutions that have
the duty to supply public goods with their
morals and values, such as earning lawful sustenance and respecting the rights of
others; but with the rise of corruption and
poor economic conditions, these tendencies have gradually disappeared and become very weak. Macroeconomic instability has caused our society to lose many
of its valuable moral assets.
Economics can provide the conditions for moral and human values to
 take
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their place. We have seen how simple
technology such as queuing systems in
referral centers improves behavior. For
example, when people lined up at bank
counters to do banking, those who were
taller, more powerful, or more familiar
did their job more easily, and older, weaker, or younger people faced many difficulties and failures. Now, with the push
of a button and receiving a number queue
ethics is observed and developed.
Similar to this micro technology at
the macro level is controlling inflation,
creating growth, stabilizing the macroeconomic environment and eliminating
the multi-price system that ensure ethics to a very good level. Like a patient
with shortness of breath who is given
pure oxygen. For years, it has been said
in our country that the capitalist economy
is usury, and developed countries whose
economies are based on this system have
been formed on the basis of usury.
However, interest rates in large industrialized countries have long been
close to zero. With the proper functioning
of economics, interest rates have reached
zero. But in our country, there is still a
dispute over whether the banks are usurious or not. Certainly ethics with full adherence to economics can be promoted
in society. If our officials are really interested in a moral society and the development of human standards, they should
definitely be much more committed to
economics.
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Management
The main problem
of Tehran is that its
population should be
reduced. Environmental
capacity, water and
infrastructure issues in
this city are weak.

G

holamhossein Karbaschi (former
Tehran mayor) talks about the effect
of politicians’ contingent decisions on
vital resources and the environment.
The effects of the one-time decisions
that politicians make to restore balance
to the housing market in big cities can
last for centuries. Most of Tehran’s towns
were once orchards when yesterday’s
politicians ordered their demolition. Destroying gardens or disrupting the order of nature may take a year or even a
month, but it may take decades for a garden to grow, and it may take centuries for
an ecosystem to form in nature. Unfortunately, politicians act quite contingently
and make decisions to temporarily solve
problems that affect the next few generations. Karbaschi talks about the effect of
politicians’ contingent decisions on vital
resources and the environment.
How do you assess the effects of
politicians’ sudden and contingent
decisions on the environment? What
about the effects of the presidential decision to give land to mass builders on
the environment? Have they taken into
account the side effects of this sudden
order?
It is the last year of the incumbent
government and it seems that in the tradition of other governments, it intends to
finish its backlog or unfinished businesses. Like a traveler who in the last minutes
of his trip has to do his backlog immediately. Naturally, many decisions are not
taken into account. As you mentioned, the
nature of these works is contingent and
has the potential to become bigger problems in the future, with the difference
that its troubles must be borne by the next
government. The order of the President to
the minister of roads and urban development will definitely have many economic
and environmental consequences.
An important question arises in
this regard; From where will the land be
provided? If the incumbent government
wants to repeat Mr. Mahmoud Ahmadine-
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jad’s policy of handing over deserts and
natural resources, there is no room for
debate. The ceded areas had no water, no
electricity, no gas, no infrastructure, no
environmental studies, and their side effects were not considered. Most of these
divestitures are without environmental
assessments and studies and lead to irreparable damage. Such actions can have
irreversible effects because their side effects have not been studied.
If such approaches are intended by
Mr. Hassan Rouhani’s government, it is
in fact repeating the same path of Mr.
Ahmadinejad. I think that in general, the
housing problem in the country is not the
housing problem itself. Housing is a secondary problem that arises from lack of
land management and lack of planning in
other sectors of the economy. The main
issue of housing belongs to Tehran. In the
whole Tehran Province and its surroundings make up for 25% of the country’s
population. This is because of the centralism that has taken place over the years,
and this government has not done anything about it.
Doesn’t the government’s strategy
to transfer land to the mass builders
multiply the problem?
The main problem of Tehran is that
its population should be reduced. Environmental capacity, water and infrastructure issues in this city are weak. The
weather in Tehran is in a very bad condition. Tehran’s capacity has been limited to a certain population. Look at air
pollution in Tehran. As soon as there is
a holiday and people leave the city, only
a few percent of the city’s population is
reduced, but the problem of pollution is
eliminated. The traffic problem in Tehran
will be solved by reducing the population. The same applies to housing. When
a population enters the city of Tehran,
they form a family on their own and birth

Tehran Cannot
Stand It Any
Longer!
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The order of
the President to the
minister of roads and
urban development
will definitely have
many economic
and environmental
consequences.

occurs. This population wants facilities.
This population is attracted to Tehran for
work, trade, sales, health, education, etc.,
and this population needs school, teacher,
doctor, baker, grocer, and so on.
Therefore, this population is constantly increasing. This is centralism.
Unfortunately, because the government is
concentrated only in Tehran, it is attracting the population of Iran. There is a kind
of totalitarian state in the administrative
system of the country. The problem of
housing is spontaneously in Tehran and
cities with a population of over 500,000
to one million. There is no such problem
in small towns. The issue of population
and its increase in big cities has caused a
housing crisis. In small towns, the price
of construction materials is an issue. Naturally, things like this happen when they
do not see housing in a principled way.
If the minister of roads and urban development wants to act on the orders of the
President, something similar to what happened under Mr. Ahmadinejad will occur again. If he does not want to act on
the orders of the President, he cannot do
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The solution is to control the entry
of people into a city like Tehran, but it is
not possible to issue visa to control the
entry and exit of people. The solution is
to distribute the economic sectors in the
country. There are large parts of the country where the population is being evacuated and on the other hand the population
is overflowing towards cities like Tehran.
While there are environmental facilities,
water, air, land, etc. in those areas for this
population. But if governments were to
implement land management programs
in a way that would eliminate this focus,
naturally the problem of the environment
and infrastructure problems such as water, electricity, gas, etc. would be reduced,
and the housing problem would not become so acute by itself.
so. One has to see where the land of this
housing is to be provided. It remains to
be seen what land is available for transfer
in Tehran? Where is it going to be handed
over? Do they want to cede the top of the
mountain? For example, the road to Qom
or Damavand...
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What is the way to reduce the
population of Tehran and counter centralism as a result of increasing environmental indicators? What should be
done to counter transfer of land, creation of new structures and destruction
of the environment?

What is the root of politicians’ sudden decisions to “restore balance to the
housing market” and have such decisions undergone pre-requisite studies
(especially from an environmental perspective)? You mentioned that the Rouhani government’s decision is no difIRAN INTERNATIONAL, November 2020, No. 95
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ferent from Ahmadinejad’s decision to
cede the mountains and natural areas!
Mr. Rouhani’s government had rightly seen the country’s problems in resolving the problems of sanctions, UN resolutions, and the nuclear crisis, and then
the Joint Comprehensive Plan of Action
(also known as Iran Nuclear Agreement).
We had serious economic problems then
as we do today. The government made an
effort to resolve the issue by striking the
JCPOA deal. The agreement was to some
extent successful and, in a way, promising and could have reached good results.
But with the problems that arose
both internally and for the most part the
US government created for us in opposition to the policies of the previous US
administration, we practically could not
see the results of the JCPOA. The government was shaken after the withdrawal of
the United States from the JCPOA. That
state of planning and thinking that was
far from emotional debates and populist
- if not demagogic – slogans could have
solved the problems. But the point is that
without thought and planning you cannot solve the problems of the country and
order overnight to increase or decrease
the price of gasoline or transfer land to
build housing and decisions that have
been taken without examination of the
implications, and they do not know how
to implement them.
I do not think that the President’s
order to transfer land will solve the housing problem of the people in Tehran and
in the big cities. If the government wants
to solve the problems today, it must take
a step that will cause the least damage to
the country. I have said this many times
that there are so many public firms located
in Tehran that have nothing to do in the
capital city. All over the world, the location of industries and companies is based
on capacity and need. For example, the
center of the country’s industry and steel
is in a certain region. So if anyone wants
to work in the steel industry, they go there.
Therefore, if the transportation industry is
to be established somewhere, all matters
related to the transportation industry will
be established in that province.
Imagine what the country’s shipping
is doing in Tehran. Tehran that has no
sea. There is not even a river in Tehran.
So why should a large and long organization related to shipping and ports with
all its affiliates be based in Tehran? From
Chabahar to the Caspian Sea why anyone
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I do not think that
the President’s order to
transfer land will solve
the housing problem
of the people in Tehran
and in the big cities.

who has some work to do should travel to
Tehran? This is the situation in all areas
and all the surplus administrative systems
are located in Tehran and the same situation exists in the big cities and metropolises of the country.
These administrative structures reIRAN INTERNATIONAL, November 2020, No. 95

lated to industries, etc. should be distributed in all cities of the country. So, for
example, the shipping and port industries
should return to the center of this industry. For example, settle in Hormozgan or
Chabahar. This proportion of the situation
of industries and geography can reduce

the population burden on Tehran and reduce the cost of governing this city and
solve problems such as housing, traffic
and air pollution, and on the other hand
lead to the development of deprived areas
and cities.
Therefore, the creation of jobs and
businesses in other provinces will be
solved and the burden and pressure will be
removed from Tehran, and the employee
of the shipping office in Tehran will not
have a housing problem. If this does not
happen, day by day, Tehran must move
towards changes in the height and city
level, and as a result, will face rising cost
of housing and the many urban and environmental, educational, etc. problems.
Most of those who have come to
Tehran over the past 50 years have done
so due to the country’s continued educational policies and the unfair distribution of educational environments. Many
families were forced to come to Tehran
because their children came to Tehran
to study, and this increase in population
and intercity migration have created new
needs in Tehran and, as a result, further
population growth.
During the time of Prime Minister
Mir Hossein Mousavi, it was approved
that educational spaces not be expanded
in Tehran. If educational spaces did not
expand, a significant part of the popula-

tion would not enter Tehran. From the
time of Mr. Mousavi’s government until
now, educational spaces in Tehran have
increased from the private sector to the
public sector. Expansion of educational
spaces could be developed in other parts
of the country according to the same
policy and prevent population migration.
The government should have taken steps
to reduce centralization but this did not
happen.
Most of those who have come to
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Tehran over the past 50 years have done
so due to government’s educational policies and the unfair distribution of educational concessions. Many families were
forced to come to Tehran because their
children came to Tehran to study, and
this increase in population and intercity
migration have created new needs in Tehran and, as a result, further population
growth.
During the period when you
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were the mayor of Tehran, you tried
to expand the urban green space. The
balance between population and green
space is now distorted and of little
standard. To what extent can Tehran
tolerate such conditions?
Tehran can no longer tolerate this
situation. The burden and pressure imposed on Tehran in terms of population
settlement has made the situation in this
region of Iran critical. At the time we were
focusing on green space, it was planned
for the population that was in Tehran. It
was definitely planned for existing people at that time, not for capacity building for new people. At that time, in the
first government of Mr. Akbar Hashemi
Rafsanjani, in which Mr. Abdollah Nouri
was the minister of interior, a commission was formed in the Ministry of Interior and many responsible governmental
and state institutions were members in it.
The Tehran municipality suggested that
the immigration status of this city should
be changed and new migration should be
avoided to solve the problems of this metropolis, and more importantly, migration
in Tehran should be reversed.
I remember that about 170 large
government institutions at that time could
leave Tehran. Private companies had their
own story. The solution was that when
these companies left Tehran, a large number of their personnel would leave Tehran
on their own. At that time, I remember
that if these companies were transferred
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Most of those who have
come to Tehran over the
past 50 years have done
so due to government’s
educational policies and
the unfair distribution of
educational concessions.
with their personnel, a large number of
service personnel would also be transferred with them. However, if a person is
transferred from Tehran, there are many
others who must be transferred next to
him. The calculation at the time was that
if these companies and their affiliates left
Tehran at that time, there would be a major shift in Tehran’s management.
Consider that the armed forces in
Tehran are so large that it is unbelievable. The army, the IRGC, the police, the
Armed Forces and the Ministry of Defense are concentrated in Tehran. Some
of these forces are enough to protect Tehran and security issues. But a large part of
these forces can be distributed in the rest
of the country. It is not necessary for the
navy and air force to be based in Tehran,
for example. The personnel associated
with these forces, soldiers and service
forces are so large that it is worth considering. At that time, Mr. Hashemi’s government planned for this transfer. But the
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problems that arise for governments call
into question the ability of the state, and
sometimes governments have no authority in these areas. This work remained incomplete. But it was not resolved in later
governments. However, if this relocation
takes place, many of the needs of other
cities will be met. Transportation development, construction of intercity roads,
completion of the country’s rail and air
fleet will occur. Telecommunications
expands and the quality of Internet services increases throughout the country.
If the government moves to relocate part
of its subsidiary, the private sector will
also want to leave Tehran to improve its
quality and reduce costs, and no doubt
an important part of urban problems like
Tehran will be solved.

Iranian Women’s Hockey
Teams in World Competitions

This requires the establishment
of sustainable development to be managed in Iran on the basis of a balanced
development and ecological potential.
Yes. That’s right. Sustainable development occurs in Iran when land management takes place and is implemented
well. The location of industries should be
done properly and the use of areas should
be divided according to ecological potential. Therefore, population concentration
in certain areas such as Tehran will disappear and by itself with proportional distribution, land management will be more
sustainable and human life in it will be of
better quality.
IRAN INTERNATIONAL, November 2020, No. 95
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Presence of Iranian Women’s Hockey Teams in World Competitions

N

ational Iranian women hockey players started their sport activities with domestic competitions such as the National
League championships. Also in 2012, the first women inline national hockey team was formed, which won the third
place in its first international experience at the Asian Championships. The Asian Championships are held every other year
and so far, the women’s inline hockey team has participated in four competitions and won three Asian bronze medals.
Currently, due to the opening of the first and only standard track in Iran, which started its work in May this year, these
players have started their activities in ice hockey and are trying to continue ice hockey and inline hockey together to be
able to get better and more titles in both fields.
At present, the first national team selection camp has been formed in the ice hockey section, and 33 players have
been shortlisted to continue the camps. Finally, 20 of them will be selected to attend the first experience of the national
women’s team in the international ice hockey which is the Asian Challenge Cup and will be held in the Philippines in
May. The team will be led by Mr. Kaveh Sedghi, the head coach of the Iranian national team, and Ms. Marina Fagoaga
Jalinier and Ms. Azam Sanaei as the team coaches.
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Economic Commonalities between Iran & Venezuela
Q & A with Dr. Hossein Abbasi

I

n your opinion, which economic
policies of the Iranian government in
this period were similar to the policies
that have befallen Venezuela?
I challenge your initial assumption,
because I believe that the policies of the
last two or three years have not driven us
to a situation similar to that of Venezuela.
An example is foreign currency rate policies. Although at the beginning of 1397
(2018-2019), they tried to keep the exchange rate stable, and by injecting US
dollar at the low rate of 42,000 rials (for
one USD) into the market, the government
lost a large amount of hard currency and
it was given to the people - and indeed to
their “cousins” - and they did not supply
goods at low prices, but today we see that
even in critical situations, no one insists on
the rate of 42,000 rials anymore, and this
is a big positive point in my opinion. Because it shows that the government is facing the reality of limited foreign exchange
resources and has not tried to control it by
force, the police and the arrest of Jamshid
Bismillah (a forex market manipulator).

50

Today we do not see anyone in the
government who supports the lowering
of the USD rate to 40,000 or 70,000 rials,
and when the price of the dollar rises, it
will digest part of the shock it has brought
to the economy. Of course, I understand
that the rate of 220,000 rials for one USD
causes inflammation in some markets, but
at the same time it takes some of the shock
and eliminates one of the factors that cause
the economy to become Venezuelan.
When people say “the government
has increased the open market rate of
the USD to cover its budget deficit, I do
not know why the government does not
like it. That in fact is a good policy. If the
government has hard currency and it can
meet part of the budget shortage by selling
the USD at higher prices means printing
less money; and this is good news.
When there is a shock to the economy, this shock must be taken, and if you
want to keep the dollar’s rate stable, there
will be a bigger shock elsewhere. During
the period of 42,000 rials per USD, the
government not only failed to keep the
price of goods imported at 42,000 rials
per USD constant, but also caused a huge
IRAN INTERNATIONAL, November 2020, No. 95

shock to producers, importers and those
registering orders for goods.
Government statistics showed that
import orders of up to $1 billion per day
were registered during that period, and
this was a huge shock. Today, at least,
there are no such shocks, because no one
insists on the 42,000 rials rate. Even in the
case of other commodities, there is little
insistence on keeping prices stable. I just
do not know why the government is so
sensitive to housing and wants to stabilize
the rates of rents. This is not feasible at
all, because housing such as gasoline and
bread is not supplied by the government
and it is practically impossible to control
its price with such policies. But overall,
such policies have diminished over the
years; on the other hand, the pressure of
sanctions and lack of financial resources
has increased sharply.
So you think that the result of our
economic policies in the last two or three
years has not been inclined towards
Venezuelaization of our economy, but
somewhat kept our distance from that
course. Am I right?

Let me sum it up in this way: Some
of the policies that could have strongly
driven us to Venezuelaization and we
have tried them before - are no longer
being tested today. Foreign exchange
policy is one of them. Another good
policy that has been started is the printing
of bonds, which can keep the government
away from financing the budget deficit
and reduce the risk of Venezuelaization.
Of course, this should be accompanied by
a reform of the tax system in the medium
term in order to generate revenue for the
government and to be able to pay the
principal and interest on the bonds.
Given that Iran has once again
come under intense foreign pressure
since the withdrawal of the United
States from the Joint Comprehensive
Plan of Action (JCPOA), do you see
any similarities between the economic
path of Iran and Venezuela in terms of
the effectiveness of the sanctions?
External pressures have certainly
been effective in reducing government’s
access to resources, but let me answer that
question by citing some figures. When

Hugo Chavez launched his protectionist
policies in Venezuela, households below the poverty line in the country were
about 55 percent, inflation was around 30
percent, and the “access to items” index,
which represents the extent of food shortages, was 5 percent.
In 2008, after the government tightened controls on food prices, nationalized
large industries and lands, and handed over
control of some of them to the military, the
percentage of households below the poverty line dropped to 28 percent, but the
food shortage index of the household also
increased by 25 percent; that is, another
quarter of other items were not available.
In 2013, when Chavez was replaced
by Maduro, the percentage of households
below the poverty line was still around
27-28%, but food shortages had widened.
Venezuela has been selling oil all these
years, and interestingly, its largest
trading partner and buyer of most of its
oil was the United States and American
companies. So before the sanctions were
in place, this crisis had started. Policies
to suppress production, tight control of
the prices, and increase costs out of the
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pockets of future inflation had worked
before external sanctions and pressure.
Naturally, from 2015, when oil prices
fell, problems suddenly opened up,
and between 2014 and 2015, the food
shortage index reached 75% because
the Venezuelan economy was heavily
addicted to oil money and imports of
goods. Therefore, foreign sanctions have
been effective in the problems of this
country today, but they have not been the
main cause.
In Iran, too, foreign sanctions have
created problems and, for example, made
it impossible to transfer money. But if
you continue to insist on 42,000 rials per
dollar rate in this situation, or you want to
fight against the “high price of potatoes”,
or keep the rent of housing constant, you
will aggravate the problem many times
over. As I have said many times, these act
like two coefficients so that if the dimensions of one (sanction) get bigger, it will
increase the product; but even in these
circumstances, it is possible to reduce
some of the effects of the sanctions by
reducing another factor (domestic inefficiency and suppression of production).
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