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INTRODUCTION TO TH™ R"PO™T

1. The need to develop long-rarge programmes of technical
assistance requirements has been stressed hy the Industrial
Development Toard (thc geverning body of UMINO), particularly
at its Third Session in May 1969. Careful long-range assess-
ments of the needs oxpressed by devaloping countries can provide
a solid basis on which UTIDO can plan the future programme of
co-~operation and its activities rejquired to support this
programme.

2. In August 1969 U'INO initiated through the U'DP Tesident
Representatives, consultations with several governments

in order to establish ways of preparing a long-term country
programme of co-operation for industrial drvelopment. Iran

was among the first countries which requested U 'ID0's assistance
in developing such a programme and a i'ission went to Teheran
from December 5 - 19, 1969.

3. The Mission team was composed of :

Mr. A. E. Jaenger Chief, Programme Co-ordination 3ection,
(Team Leader) Technical Co—-operation Division

Mr. J. Stepanek Special Technioal Adviser to the
Fxecutive Director

Mr. R, Line Industrial Development Officer,
Industrial Policies and Programming
Division

Mr., B. Jamilla Programme Of ficer, Section for Asia,

Technical Co—operation Division

4. The task of the ission was to assizt the Government to
develop a plan for a long-range programme of technical assistance
for industrial development. The Government was not expected to
make advance commitments for an entire programming period of
five years; however, some specific requests were expected to
emerge which could be implemented in 1970 and 1971. As to the
three tollowing years, the lMission ebtained an indication of

the likely needs which may Jater be expressed in the form of
requests for specific projects.
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5. This report records the main conclusions which the
Mission believes can be drawn from its discussions with
Ministers, Government officials, industrialists, bankers
and other parties interested in the industrialization of
Iran.

6. The report does not represent at this stage a commitment
on the part of the Government or of U''IDO. TNather, it is a
record of the first round of discussions - the beginning of
a dialogue which will continue at regular intervals in the
years ahead. It is a planning document, rather than a plan,
upon which the Government is expected to comment and then

to confirm the reques.s informally detailea therein.

7. The Mission found that zlthough the Tourth National
Development Plan of Iran started in March 1968 and will run
until larch 1973, some re-thinking has been taking place
about the scope and direction of the industrialization
programme in the future and the policies and institutions
needed to mobilize the resources required to implement it.
The long-range prcgramme of technical assistance for indus-
trial development suggested in this report therefore includes
projects which anticipate some of the needs of the next
Development Plan period (1973-78), as well as projects to
supplement and/or strengthen the existing programme planned
for the final three years of the eurrent Development Plan.

8. Chapter I of the report starts by giving a brief summary
of the Fourth Hational Development Plan and the main targets
and objectives of the industrialization programme for the
period 1968-73; it then shows how the main areas in which
UNIDO's technical co-operation will be required in the period
1970-74 relate to these objectives. The second chapter
presents an analysis of an integrated long-range programme

of technical assistance for industrial development; eight
de.ailed tables are then provided which show for each area :
(a) the major projects being implemented or planned by UNIDO,
and (b) some related projects sponsored by other sources.

The final chapters provide a brief reviev of the main projects
in UNIDO's existing programme (Chaptel III) and an outline
(Chapter IV) of some of the more important projects expected
to be required during the period 1970 to 1974.




9. The Mission was impressed with the warm welcome which

it received and the open and frank way in which officials
discussed the future pattern of technical co-operation

with UNIDO Fruitful meetings were held at all levels and
extensive discussions took place in particular with

H.E. Mr. H. Ansari, Minister of Economy; H.T. Mr. A, M.
Majidi, Minister of Labour and jocial Affairs; H.7T. Mr. M.
Yeganeh, !inister of lousing and Development; Mr. Kh. Farman-
farmaian, Governor of the Central Bank; IH. 7. Dr. A. Alikhani,
Chancellor of Teheran University; and H.T. Mr. M. H. Zuberi,
Jecretary General, Regional Co—operation for Development (RCD).
The oomplete list of contacts which the Mission had is
attached in Appendix A. These contacts were greatly facili-
tated thanks to the preparatory work of !Mr. Ali Aghassi,
Prinoipal !Ministerial Adviser on International Operations of
the Ministry of Tconomy, and his colleagues.

10. The !lission finally wishes to express its gratitude to
the UNDP Resident Representative, !Mr. Il. Shallon, and his

staff for the interested and active part taken in the Mission's

work and for the unlimited support which was provided all
through.



CHAPT™R I: BACKGROUND T0O TH!, LONG-UANG.. PROGRAMME OF
TWCHNICAL ASSISTANCE FOLL INDUSTRIAL DEVELOPMLNT

The National Development Plan, larch 1968 - ilarch 1973 and the .
planned programmne »f Industrial levelopment

11. Iran was one of the most successful developing countries in
achieving rapid economic development in the 196us. The target
for the fourth Plan period (1968=73) i3 an annual increase in
national income of about 9/ pcr annum.

12. The industrial sector i1s expected to make an important
contribution to this continuing fost rate of economic growth.
Official statistics show that output of the industrial sector
increased by 127 per annum in the period 1963-63, despite the
stagnation of the economy in the first two years of the Plan
period. During the current Plan, industrial output is expected
to increasc at a rate of 195 per annum.

13. If this target is achieved it will mean that the value of
industrial goods produced in lran in 1973 will be double the
level produced in 166; the coniribution of industry and mining
to national product will increase from 14,0 to over 17/. The
projected growth of the output of various branches of industry
is shown in morc detail below:

The value of outpul of major branches of industiry
(Thousand million rials)

sctual Actual Lstimated Forecast
1)62 1966 1968 1972
1. ood-processing
and tobacco 31.7 53.0 66.8 108.0
2. Textiles clothing
and leather 21.6 26.5 31.0 55.4
3. Base metals and
metal products 6.4 16.8 1544 37.5
4. Cellulose 2.9 7.1 8.3 16.3
5. Pharmaceuticals 0.3 0.0 0.9 4.0 .
6. Chemicals 1o 2 13.0 14.3 17.1
7. Petrochemicals - 0.3 0.6 29.7
6. lMechanical engineering,
electrical engineer-
ing and vehicles Te7 17.1 5 55.2
9. Non-metallic mincrals 5.3 Ve d) 1.0 20.4
10. Handicrafts and
carpets 4.1 1.5 12.2 20.1
11. Other industries 0.3 0.0 1.0 .
TOTAL 84.4 176.0 18}.0 3 Z.O
am—— L]

Jource: Fourth Naticnal Development Plan, page 122.
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14. The 1968-73 Plan is seen as the first stage of a long-term
programme to industrialize Iran. The objective is to minimize
the volume of imports of consumer goods, to increase steadily
the range of capital and intermediate goods manufactured inside
the country, and to expand and diversify the range of locally-
manufactured goods erported to foreign countries.

15. Industrialization is scen as an important way of reducing
the dependence of the economy on oil revenues. Another basic
objective is the ma:imum exploitation of locally--aviiilable raw
materials; instead of e¢xporting them as raw materials, the Plan
aims to process them into intermediate or if possible finished
goods and then to export them.

16. The fourth National Development Plan notes that certain
basic problems were being faced because of the rapid growth of
industry and mining in Iran in the early and mid-1960s. These
were:

(a) an insufficient number of skilled workers,
technicians and management experts;

(b) the inefficiency of some existing industrial
enterprises and inadequate utilization of
machinery and equipment;

(c) inadequate attention of manufacturers to
improving their products and lowering prices;

(d) the absence of proper assistance for controlling
the quality of products so as to guarantee their
conormity with international standards;

(e) insufficient attention on tie part of the private
gector to technical and marketing studies of new
projects;

(f) the absence of spccialized institutions for
advising and guiding investors in the field of
small-scale industries;

(g) a shortage of working capital for manufacturers
caused by the lack of adequate facilities and
suitable regulations for making working capital
loans available to the private sector.

(h) a lack of legal protection for shareholders who
invest private capital in large-scale industrial
projects;

(i) the unwillingness of private investors to invest
outside Teheran, resulting in a concentration of
development of industry in Teheran.

(j) the lack of clear-cut legal procedures in the labour
law to clarify the relationship between management
and labour.
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Areas in which the long-range programme of technical co-—
operation ig expected to concentrate

17. The Fission identified eight main areas in which the

novernment anticipates that UWINO's assistance will hc

channelled during the forthcoming years. These areas are .
directly related to the national industrial development

objectives indicated ty the Tovernment, as follows:

MATTQ AT, TEDUSTRIAL AR Y OT TTCHNICAL
DTLOPY T OBJTCTINTS C0-OPTIATION
a) To develop a long-range Industrial Flanning and
strategy and plan for policies

ind-3trial devclopment,
identify and evaluate
industrial projects, and
formulate policies and
measures for implementing
industrial plans

b) To develop mining, Development of Resource-
mineral, agricultural and based industries
other resource-based
industries

c) To develop an ademute Developing trained man-
supply of engineers, power for Industry

manager and skilled
labour for industry

d) To improve the efficiency Industrial Standards and
of existing manufacturing Nesearch
enterprises

a) To increase exports of Industrial Promotion for
industrial goods “xport

f) To provide specialized ‘ssistance to small-scale
inetitutes for advising industry

and guiding investors in
small-scale industry

2) To mobilize and effective Industrial financing and
ely use domestic and Investment Promotion
foreign capital

h) To make appropriate use of Regional Uo-operation in
the tegional Co-operation Industrial Developmznt
for NDevelopment (RCD)

Co-operation igreement
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18. It is hoped that this presentation will help the
national authorities and UNIDO to sece how the technical
assistance projects in cach area will contribute to the
achievement of these n~tional objectives which are being
given a high priority by the Government. The national
objeciive of obtaining a more geographically balanced
distribution of industrial development has not been
presented separately since it will be served by assistance
in several different areas and, in particular, industrial
planning and policies,

The relationship of the UNIDO programme to technical
assistanoe projccts available or planned from other sources

19. The long-range programme of technical assistance for
the industrial development of Iran presented in this report
takes account as far as possible of the technical assistance
projecte planned or already available in order to co-ordinate
the suggested programme of UNIDO assistance with that
available from other sources, and in particular to avoid
duplication. Both the FAO and the ILO have large programmes
in the couniry which have some bearing on the programme of
assistance for industrial development. There is also a
programme of assistance proposed by the "'orld Bank CGroup.
Coordination of these programmes with UNMIDO'3 programme of
assistance was discussed with representatives of those
organizations in Teheran.

20. The liission was informed that the ''orld Bank Group
expected to increase the volume of financial resources
provided to Iran for industrial «evelopment in the period
1970-74. The Tndustrial and !Mining Development Bank of

Iran had so far obtained loans totalling 105 million from
the "orld Bank; a request for a further loan of “50 million
was being considered and further loans might be negotiated
at a later date. The "orld 3ank was also examining whether
the e were any larec industrial projects which might require
financial assistance.

21. The 'orld Bank Group was discussing .entative plans
for a programme of technical assistance in the area of
industrial development for implementation starting in 1970.

A Senior Adviser would be provided to the Industrial Devel-
opment and Mining Bank of Iran. One or more experts on short
term assignments might also be provided to examine the
problems of several branches of industry with the aim of
seeing how productivity and exports of manufactured goods
could be increased. These industrie- are (a) textiles,

(v) cars, lorries and trucks, (c) plastics, (u) shoes,



h) sugar confectionary, (i) ceramic products, (j) cement,

e; leather, (f) food processing, (2) vegetable oils,
k) marble and stonz cutting.

In the case of textile, food-processing, marble and
stone cutting branches of industry some assistance has
already been rzquested from UNIDO.

22, ‘'mhen considering possivle UI'IDO assistance in the area
of industrial production for export, the !lission noted that
the "xport Promotion Centre had raquested UNCTAD/ITC expert
services on (a) export promotion, (b) international marketing,
and (c) design and packaging. These experts were in the
prooess of recruitment. Since the I'ission returned to Vienna,
UNIDO has contacted ITC and forwarded to them the names of
some suitable candidates for these posts.

The Institutional Background

23, In order to draw up a programme of technical assistance
for industry, the I'ission considered that it was essential

to identify the Government machinery, and public and private
institutions involved in the planning and implementation of
industrial development. The table at the end of this chapter
provides a list of such bodies and some of their main functions
related to the industrial 1>velopment of Iran. The possible
needs of all these bodics were considered.

24. Although the I"ission held discussions with the Chamber

of Industry and Mines, dircct contact with industrialists in
the private sector was limited to a meeting with represent-
atives of the pharmaceutical, automobile, domastic appliance
and shoe manmufacturing industries organized by the "xport
Promotion Centre. 'hen the UTIDO National Committee informs
industrialists of the scope and potential of UIIDO assistance,
more requestc for assistancc may be initiated by industrialists
with Government support.




List of major inatitutions in the

field of industrial devclopment in Iran

and their principal related functions

Institutions Tunctions
l. Plan Organization 1. Disbursement of a major part of
Government resources for development
projects

2. Overall plan for the industrial sector
3. MNeveloping inter-sector relationships

4. Formulation, evaluation and financing
of public sector industrial projects

2. Ministry of Economy l. Detailed planning of the industrial
sector's development

2. Identification and evaluatien of
projects in specific branches of
industr

3. Promotion of private investment

4. Licensing new private sector invest—
ment projects

5. Formulation and implementation of
other policies and policy measures

6. Promoting export-oriented industries;
formulating policies to promote export
of manufactured goods

3. Industrial Development and 1. Establishing and running new heavy
Renovation Organization (ID"0) processing industries
(mstablished on the initiative 2. Running light processing industries
of the Ministry of Fconomy) .

2+ Recruit and traian managers and labour
for these Government-controlled plants

4. Supervise running of the Industrial
Management Institute (IMI)

5. Establish and run consulting firm
(‘'echnolog Inc.)

4, Wxport Promotion Sentre 1. Organize services and facilities to
(Tetablished by the "inistry promote exports
of Feconomy) -

5. Central Dank l. Organization and operation of the

Jtock Fxchrange

2. Operate Centrc for the “ttraction and
Trotection of Foreigm Investment in Iran
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11,

12.

13.

14.

Industrial Development and !Mining
Bank of Iran

(A private bank sstablished with
Government financial support)

Industrial Credit Bank

(Established by the Plan
Orgzanization)

Orpanization for small-scale
industries and industrial estates

(Established by the Ministry
of Economy)

Institute of jtandard and
Industrial NResearch of Iran

Tstablished by the Ministry
of Tconomy)

¥

National Petrochemical Co.
(Bstablished by the National
Iranian 0il Company)

3teel Organization of Iran
(Tstablished by the Plan
Organization)

Chamber of Industries and Mines

University of Teheran

Aryha !Mehr Technical University

~-40 ~

. “upply equity and loan finance for

medium and large-scale enterprises
in the -rivate sector

Supply equity and loan finance for '
industrial enterprises, mostly medium
and small-scale in the private sector

Establish industrial estates and/or
areas

Advise and assist the development of
small-scale industry

To formulate and implement industrial
standards

. To advise industrial enterprises on

quality control procedures

Operate quality control testing
laboratories

To caz'y out apolied industrial
research

Agsist the establishment of private
research organizations

To develop the petroohemical industry

To build and operate a fully inte-
grated iron and steel complex

To train appropriate personnel

To represent the interests of enter-
prises in the private sector

To facilitate recruitment of technioal
assistance experts

To operate Tcchnical Training Centre
and encourage training activities

Train engineers and economists
Applied research-—ceacninios

Applied research - scientific and
engineering

Train engineers

Applied research - engineering and
scientific
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CHAPTER II : MAIN ARUAS IN "HICH UNIDO' S
SSISTANCT WILL BT RTOUIRTD

25. The key part of this report is the "Analysis of an
integrated long-range programme of technical co-operation
for industrial development' presented at the end of this
chapter. There are eight programme analysis tables, one
for each of the eight main areas in which UNIDO's technical
co-operation will be required. These areas are :

1. Industrial Planning and Policies

2. Development of Mesource-based Industries

3. Developing Trained Manpower for Industry

4. Industrial “tandards and Research

5. Industrial Production for "xport

6. Assistance to the Tmall-scale Industriea

7+ Industrial Financing and Investment Promotion
8. Regional Co-operation in Industrial Development

26. The first and second column of each programme analysis
table identify (a) the public or private organizations which
are primarily responsible for initiating action to achieve
the national industrial development objectives, and (b) the
development strategy being applied or considered. The
Mission believes that such an analysis is esséeniial to the
design of an integrated programme of technical assistance.

27. The "integrated'" concept of the long-range programme
for technical assistance designed for Iran was considered

in two main directions. Tirstly, wherever a project helps
to achieve more than one national objective, this has been
shown accordingly, e.g. the work of the Nesearci Centre for
Industrial and Trade Development at the lMinistry of Toonomy,
which is a Special Fund proj:ct, is referrcd to as a means of
acheiving four different objectives.

28. The second direction in which the programme is integrated
is the inclusion of technical assistance projects available or
planned from other sources alongsidc those planned for imple-
mentation by UNIDO. ‘“Thenever a project from another multi-
lateral source or from a bilateral source is helping the
Government to implement a development strategy or strategies,
it is listed accordingly in one or more places in the programme
analysis table.
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29. The tabulation of all these contributions to Government
action is useful in confirming the need for new projects
requested from UNIDO. Furthermore, this form of presentation
can help the Government to makec decisions on (a) whether
existing projects need to be continued, (t) whether they need
to be reoriented to achieve additional development stratogies,
or (¢) whether they need to be supplcmented by additional
assistance.

30. The programme onalysis tables are a way of designing a
long-range programme of technical assistance. But the imple-
mentation of the programme depends on the conccption and
realization of a series of projecta. The major projects
included in the integrated programme of assi3tance are
presented in the following two chapters, area by area.

31. The remaining pages of this chapter consist of the
Programme Analysis Tables for each of the eight areas ident-
ified in paragraph 25.
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CHAPTLR III: - AREAS OF TECHNICAL CO~OPTRATION IN WLICH
EXISTING UNIDO PROJLCTS Ani MAKING A MAJOR CONTRIBUTION

32. UNIDO assisted projects are already making a major contri-
bution to three of the areas identified in the long-range programme
of technical assistance. These are:

No. Industrial Planning and Policies
Industrial >tandards and Research
Assistance to “mall-scale TIndustry

[o W

Area No. 1: Industrial Planning and Policies

(a) Assistance to the Plan Organization

33. The Plan (rganization's request for two experis, was dis-
cussed, The liission suggested that the job descriptions initially
submitted should be revised. One 2 the two experis will be 2
Jenior Industrial Adviser, with sufficient erperience in the
field of industri~l project evaluation and appraisal. The duration
of his mission will be of at least two years; he will be mainly
advising the Plan CGrganization on broader problems such as

(a) the approach for the mid-term recview of the implementation of
the ourth National Development Plan, and (b) the initial work

on designing the strategy for industrialization in the Tifth
Plan. [dditional assistance to the Plan Orgarization in
connexrion with planning for 1370's might take the form of top~.
level congultants for shorti-term assignments.

34. The Plan Organization emphasized the preparatory work for
the mid-term review of the Fourth ilational Plan. Possible
asgistance from the World Bank Group was heing considered at the
time of the Mission's visit Tequests for short-term UNIDO
consultants to assist in the analysis of the implementation of
the Plan were contemplated, as a complement to the contribution
expected from the Senior Industrial Adviser and that which will
be made by the "esearch (entrc for Industrial and Trade
Development.

(b) Assistance to the lMinistry of Dconomy

35. UKNIDO assistance in this area has so far concenirated on
the Nesearch Centre for Industrial and Trade Developmenti at the
Ministry of 'conomy in the form of a Special Fund project
(IRA-16). The project started in January 1968 and is scheduled
to run until the end of 1971. It is playing a very important
role in the planning of the indusirial development of Iran,
including ‘the preparation of pre-investment ~tudies and it has
nov reached an important stage in its development.

36, The Missien reccmmends that the mid-term review of this
project should be made by the Government, UNDF and UNIDC as sncn
as possible so that the rescurces required up to the end ~f 1971
can be clearly defined and the possihle need of centinued assist-
ance tr the Centre by UNDP/UNID® sheuld he considered.
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37. The Minister of Tconomy is considering how to integrate
the Research Centre more effectively in the Ministry's work;
both he and his senior staff concerned with the Nesearch
Centre aim to strengthen the national staff of the Centre and
give more emphasis to training by the international staff.

38. The mid-term review wiili u.v. ¢ consider how best to
achieve these objectives and in particular how to attract
sufficient local counterpart staff of the required calibre.
It will also have to see whether the project is striking an
appropr.ate balance between the various fields in which it
operates: overall industrial sector planning; preparing
pre-investment studies of selected branches of industry;
project identification and evaluation; and the formulation
cf and implementation of industrial policies and measures.

39. TNepresentatives of the industrial development banks and
some industrialists believe the Research Centre can continue
to play a useful role in identifying projects suitable for
implementation by the private sector in the form of pre-
investment studies. However, %o convert- ihioseidentifioasion
studies into full-scele feasihiliiy sludies is expensive and
the Review will therefore have o consider whether the
industrialists themselves should pay whenever costly studies
are carried out by the Research Centre.

40. 1If Government policy moves towards encouraging private
industry to conduct their own feasibility studies, it will
be desirable toc develnp industrial market research skills in
the management personnel of public and private sector enter—
prises. With this in mind, an Adviser on Industrial Market
Research Techniques may be requested for 1971 or 1972 by the
Ministry of Tccnomy in a joint project with tre University
of Teheran.

41. The Ministry of Tconomy has recently sstablished an
Advisory Council tc guide the work of the lesearch Centre;
this will help to strengthen co-operatior. which exists with
such interested organizations as the Industrial and Mining
Development Bank of Iran and industrialists in the private
sectar.

42. UNIDO has submitted to the UNDP for approval an adjust-
ment advice which includes provision for several of the new
posts which were discussed with the Minsion: that is, experts
in (a) Industrial and Trade Data Programming, (b) Inter-
industry Analysis, and (c) Textile "ngineering. Other posts,

to which the Deputy Minister of Tconomic Affairs attached
importance, have been officially requested mcre recently.

These are (d) Adviser on Industrial Policies — tariff structure
and (e) Bxpert on project evaluation (licensing new investment).
These can be financed by the project as short-term nonsultants.
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43, It is desirable that most types of UNIDO co-operatien

with the l'inistry of Tconomy be linked with the management

of this “pecial Fund project, so that the assistance can be

co~ordinated effectively. In some branches of industry there

will be a need to avoid duplication with assistance proposed

by the ''orld Bank and other sources. In other cases (e.g. ,
petrochemicals), the request for assistance should he recon-

gidered in the light of studies made by the I'ational Petro-

chemical Company. .

44. Three supplementary projecis to be implemented in 1970
from 5I7 or other sources of funds are (a) assistance in
re-organizing the administrative structure and functions of
the Ministry of "conomy (Cystems Analysis expert); (b) an
Advisory Group of four experts on Industriel Policies with
specialists in the electrical =ngineering, pharmaceutical

and textile industries; and (c) An Adviser on Industrial
Jtatistics. The first of these will require close co-operation
with the UNLP/UN Special Tund Project "Public Service Refarm
and Training" (IRA-25); the second has been amd will continue
to be co-ordinated with the advisory work of the “orld Bank

group.

45. 1In order to develop Master Plans for various branches of
industry, a large number of short-term consultants will be
required, It is anticipated that most of the studies for which
a nead has been identified so far can be financed from the
expert and consultant funds allocated to this Special Fund
project. The table below lists the branches >f industry for
which studies have been made or are planned.

Y
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List of branches of industry covered by UNIIDO Assistance to

the Research Centre for Industrial and Trade Development

3tudies completed or under way

Status of Implementation

l.FEvaluation of Project Deport on
the Tabriz Plant

2.7valuation of the feasibility
study of the Power "quipment
Plant

3.Assessment of Tteel and Jpecial
3teel Demand

4.T'easibility Study for Ferro-
Alloys and Alloy-steels

5.Food Prooessing Industries
6."ine Industry

T.Chemical Industries
8.Flectrical Industries
9.Dye Stuffs Industry
10.Diesel "ngine Manufacture
1ll.Deoorative Building Ttones

12.HYL Sponge Iron Reduction
Process

13.Mechanical Engineering
Industries

Jtudies being considered

1l.lManufacture of Pesticides
(DDT and BHC)

2.Maintenance and Repair of
Tiquipment

3.Textile "ngineering and
Technology

4 .Pharmaceuticals and Drugs
5.Petrochemicals

6.Tool cutting Plant

7.Lead and Zinc Processing
8.Copper and Copper Alleys
9.Building Materials Manufacture

10.Ceramics

Completed in June 1967

Completed in November 1967

“tudy being completed

“tudy being completed

laster Plan completed
Master

laster

Plan under preparation
Plan under preparation
Master Plan under preparation
llaster
Txpert
Txpert

Preliminary advice given

Plan under preparation
under recruitment

under recruitment

!laster Plan under preparation

Requested; under study by UNIDO

" 1" 1" " "

" " " " "

Proposed by !Minister of Housing
and Development; request awaited

Nequest awaited



- 06 -

Area Mo. 4: Industrial tandards and Nesearch

(a) Assistance to the .Institute of Standards and Industrial
Research of Iran (ISIRI)

46. The llission visited ISIRI at Kerajh and were very impressed
by the efficient organization of the Institute and the calibre
of national staff which it has been able to attract. In view of
this and the important role which the Institute plays in .
achieving a number of Government policy objectives, the Mission

supports continued UN'IDO assistance to the Institute.

47. A UI‘TIDO/UN'DP Special Fund project has been approved in
June 1969 to assist ISIRI in establishing a Metrology Centre
(IRA-34). The plan of the laboratory facilities has been
completed with UNIDO's co-operation. The Plan of Operation for
the project had not been signed at the time of the Mission's
visit. Discussions revealed that the experience gained in the
last year had shown a need to introduce some modifications to
the original plans.

48, The Mission considers the finalization of the Plan of
Operation for this project as a high priority problem and
recommends that a UiIDO staff member visit Iran to settle all
matters under discussion so that the project can become oper-
ational as soon as possible.

49. ISIRI has requested the continuation of the Industrial
Research Adviser post under the UI'DP/TA programme. Various
short-term advisers were discussed with the Mission and are
likely to be requestod to Lelp carry through specific research
projects, e.g. electrical testing ani safety design. Research
training abroad through fellowships and study tours was disoussed
as another possible area for UI'IDO assistance. Likewise, the
need for advice and assistance in technological documentation
was identified.

(b) Applied Research for individual branches of industry

50. Although applied industrial research is centralized at
present at ISIRI, the Chamber of Incustry and Mires informed
the Mission that certain Lranches of industry might wish to
establish their own research institutions in the 1970's.

51. The sugar manufacturers may axpress interest in forming
a Sugar Research Institute. UNIDO expert, iir. “ork (ISIRI),
will explore this idea further and advise the Government
aocordingly. '
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52. The Ministry of "conomy is keen to introduce
improvements in the textile industry. One of the experts
in UNIDO's Advisory Group on Industrial Policies which
will visit Iran in early 1970 will ;

(a) examine the problems and nature of growth of
the textile industry as well as its future
direction in the light of the Government's
policy objectives znd evaluate the adsquacy
of measures employcd for #heir implementatior §

(b) in the light of possibilities for development
of this industry and the general policy
objectives, make recommendations, if necessary,
on specific measures with a view to further
development of this industry and the solution
of the said problems.

53. A programme of further UNIDO assistance leading to the
establishment of a Textil.a Institute may be recommended. In
the meantime, the Research Centre for Industrial and Trade
Development intendz to recruit an expert in textile engin-
eering for one year by mid-1970.

54. A similar form of ass3istance may be appropriate for the
development of local industry of ceramics and building
materials. The latter suggestion madz by the Minister of

Housing and Development will need to be coordinated with

projects for which United llations assistance is being contemplated.

Area o, 6 : Assistance to small-scale industry

55. UI'IDO's assistance to the organization for small-scale
industries and industrial estates iz in the form of a Special
Fund project (IPA-11) which is sche‘uled to run until 31
December 1971. The existing project calls for the cstabli-
shment of a demonstration incustrial estate at Ahwasz.

56. It is not sure, however, thet the present Government
policy on small-scale industry development -vill be maintained.
In particular, the !"ission noted (a) that plans are being

made to develop industrial areas in many other cities outside
Teheran to be shared by large and small-scale industries, and
(b) that urgent consideration is given to improving and
strengthening the institutional mechanisms for supplying (1)
finance to entrepreneurs establishing small-scale industries.

(1)

The liission understood that the Industrial Credit Bank which
was originally responsible for thic function has no offices
outside Teheran, and that a Commerciacl Bank was the main
source of finance for small-scale industry at present.
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57. Discussions revealed that the Organization for small-
soale industries and industrial estates has plans to

develop & strong extension service, They will seek UNIDO's
approval for two oxpert posts in 1970 and 1971 (a) to train
a team of Iranians in extension work and entrepreneurial
achievement and (b) to help organize and train a team of
loan offioers who will be attached to appropriate finanoing
institutions with funds specifically earmarked for this
purpose. The possibility will be considered to finance such
assistance from the cxisting “pecial Fund project.

58. In view of the changes in Government policy, the ilission
reoommends that a mid-term review of the project be made a3
soon as possible.
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CIL:PTER IV: THE 12.J0. © 00 CTL Ii
TLCINICL 40,1 T ICE ID W17, L BY TIE i 15SION.

-~ .
59« There are five nev are.s in vhich the need for technical
cooper: tion in the next fe. years - ¢s5 identified. These are:

1’0, Tl.e development of resource-b.sed industries

1oe .Teveloping tr.incd nenpover for industry

oe

2
3
1oe 5 Incustricl o uctico for export
T Incdustrial fiswncing  nd investrmeat »romotion
6

‘el ional Cooperction in Inmdustrial ~evelo-ment.

Mo,

frea lio, 2: The cevelopment of resource-based ipductries

60, Invorcer to sup»ort the Goveiunment's nolicy of ranid
develomment of ‘recently disco-ered ole boiies containing lead,
zinc, coper .nd iron . nd the ‘evelopment of rel. ted incustries,
the 1 inistry of I conony is conricerin. the need to ectublish an
Iran Iletallurgical Ipnstitute to cevelop rcue reh facilitiés and
informegtion on netallurgical .nd miner.l “rocessing and train |
speci, lirts vhich these industries 1.ill re.uire in the nid=1970' 8,

61. As a prelininary cten, a ULIDO ex lorctory and ,renuratory
misgion li.s been recuected to stuay the conditions uncer whieh
such an Institute could be estoblished with a view to assisting
the Government to formul. te a request for UMY assistance as a

opecial ™und roject. It is hioped tlat the opcr. tions for this
project Lay stert in 1971,

62. _ The importance of ¢civing carly consideration to this
proa.ect hus been Cernonstr.ted by urgent requecsts:for initial
ghortwterm advisory nicsions (a) for furtier «dvice on tle
reduction of iron—ore .n. (b) on the ' rocessing of lead und
zinc ore. These ' iscrions will Le implemented by staff 1enbers
of TMIT0 early in 1970,

irea 1 o, 3: levelopin . ir ine¢ mannower for incustry

63. In terms of need und licrce tlie size w.d scope of ussistunce
re.niired, this is one of the moet important new ureas of assictince
ldentiiieds fThe importence of ninover trai.ing is - idely
recocnived in Iran cud es been strers.d by Hi: I..merial Mujesty.
"hen addrescing @ 1meeting om ! n.go.ent in a Develoing Tconomy,
orgimisec by the Centrc.l Bank in Teheran in ;inril 1965,

llis | ejesty said
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"One generalisationy horever; has -~erhans universal
adiniseibility. [DPeople everywhere are agents of
progress. .ui rrogress will fail eur =xr2ctations
so lon; as peonle are not iumroved."

64. There are three Hotential Hpecial TFund rojects in
this area of technical cooperction for which UI'ID0O's assictance
mey be considered:

as In-plint triinirg of engineers and teciniciwns
be An In ustrial " n,.incering In-titute

cs An isdvinced 1n ustriel Mamagoient, Training and
Consultin: In.titute,

In addition, United liatiins ussi: tance wiich may be requested
for exi:ting tecihinical truinin, centres for skilled labour
could perhaps be ceveloned as a Speciul Tund Hrojeet,

(a) In=plant training of engineers

65, The 1lzn Or ¢nization reco;nizes that the Cemend antieie
p:.ted for engineers and other qualified personnel when the Meurth
. evelopment °lin was nrenared three years ago now needs t0 be
upiuteds It has therefore asked the UNTP to provide an expert

in aesessing the manpoiuer needs of industry. The need to develop
practical stens for iunroving the s’ ills of engineers and
tecinicians who will be or are already working in industrial
enterprises is full reclized in Irwn.

66. Followin; the !'ission's (iscussions, on 30 I ecember 1969,
the Covernment requested Ul IDO to send an Advirory Group of
experts (staff 1embers and outeide consultwnts) to investigate
the development of in-nlant training of en;,ineerc and ¢ ¥
within eristing incustriul plents. The ex erts will be expected
to edvise tie !'inistr; of Iconory on the policies and errengements
requirec¢ to ensure the cevelopment of an adequate supply of
nctional technicul and monc enent personnel in the shortest
possible time. The explor.tory | icsion is likely to rersult in

a recuest for a Y ecicl ™und .roject starting in 1971,

(v) rCsteblishment of an Industrial " ngineeriug Institute

67. "he Plen Orgenization i:lso seetc a need to exnand the
facilities for trcining engineers for industry at the University
of Telieran and Lrya i'ehr Technical Universitys The estuvlichment
of &n Industrial i;ineering Inctitute at one of the above
Universities is being consiccered, It would provide courses

in induetrial engineerin; &s well as a consultancy service to
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industrial enterprises, particularly in the field of plant
design, nroduction engineering and production planning
and control. The establishment of such an institute
would have to be considered in the context of possible
assist.nce from other sources (UN.SCO, IBLD, etc.) to
Arya l'ehir Teclinical University and the possible move

of this University to Isfachan. Tihis could be the subject

of a request for a Special Fund ’roject starting in 1972,

(e) Advanced trial l'anajenent Trainin

\68; The Inlustrial Tevelopment cnd ~enovation
Orzanization (IDLO) wporears to be res-onsible for

the Government's contribution to munagement training,
and in narticular the Iran l'ana e ent Institute w ich
is assisted by an UNDP/ILO Special Fund project,

IDEO has been conside.ing the establisiiment of a new
but related nroject, und Advance Industrial lanzgenent
and Consultant Training Inctitute. This nroject seems
to have the full support of a group of industrialists
who have been thinking along the sw.e lines and have
been in touch with the Business School at Ilarvard
University independently on their own inicative.

«69. Seven teachern/consultants of a very high calibre
are likely t6 he required; if these can be supplied
by the United Nations, IDRO is nremared to congider
the possibility of supinlementing their salary in
order to obtain personnel of the required level. This
is a potentisl project for ipecjal d assistance for
implementation starting in 1971 to which UNIDO may
give useful assistance. Such a project can
make a very important contribution to the development
of industry in Iran (and »erliups some other countries
in the ECAFE l.egion) over t!e next years.
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(d) Truining skilled labour for incustry

70, Under a S—ecicl Tund Iroject cpproved in
January 1969, ILO will assist the Ivcnian Government
in esteblishing wanegenent evelopnient and supervisory -
training centres in certain tovns outside Telieran.

To further cup ort the Government's objective of
decentralizing incustiial cevelopment, arrangements
may need to be mede for training, skilled and semi--
skilled labour for new in'ustries in these touns.

Co far newly established incustrial enterprises

have had to rely on tieir oun efforts, Tor example, .
to implement najor new in‘ustrial -rojects (such

as mechine tools and aluminium), IDRO has (a) cent
some skilled labour for truining in foreign countries,
end (b} established lcczl training centres for
tec.nicians and skilled labour uncder its own auspices
at Tabriz.

71. IIRO would Dbe interested in ctrengthening the
Technical Troining Centre at Tabriz 'ith a United
I'atione group of a roximately 5 evperts; it would
then be villing to offer re;ional training facilities
to other countries.

72, The sup ort which industrialists wight give to
such training centres is evi. enced by the stablishment
of & Technical Trcining Centre in Teheran by the
Chamb = of Incustry and Vines at their own e ense
vithout a Government contribution. T.e Cikmber would
also be interescted in obtaining United l'ctions
assigtince in the form of erperts to strengthen and
develop this Treining Centre. '

73. The l'ission vus advimed that vitiiin the above
field of activity WMIDO's assict. nce may be required
at a later stage.
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Area Mo, £ * Industirial Production for Ixport

74.. Tne Minister of Tconomy gives a top priority to this
objective. A number of studies made by the Reaearch Centre
involve industries with considerable export potential: e.g.
copper - copper alloys, ferrochrome, lead and zinc, food-
processing, decorative building stones, etc.

75. The Mission discussed the problems faced by existing

firms exporting automobiles, domestic appliances, shoes,

and pharmaceuticals with represcntatives of these industries

at a meeting organized by the xport Promotion Centre. The
problems appear to be inadequate incentives; lack of adequate
oredit and insurance facilities; obstacles to trade imposed

by importing countries; lack of cetailed information on
foreign market requirements; lack of trained staff for export
sales and market development; low productivity and sometimes
low quality in many existing product lines, and problems of
arranging cheap and efficient transport to neighbouring
countries. The "xport Promotion Centre has requested UNCTAD/ITC
assistance to provide gencral advice on (a) export promotion
techniques, (b) export marketing, and (c) packaging and design.

76. The industrialists showed a special interest in two
other types of assistance: (a) training abroad for Iranians
from different branches of industry in export production of
industrial goods and marketing techniques, and (b) on-the-
spot assistance to the metal-working industry (including
domestic appliarces) to help it develop product lines suitable
for export.

77. The development of production for export in the metal
working branch of industry may become suitable for assistanoe
from the Special Fund as a mini project. At the request of
the Government a staff member of UNIDO will visit Iran early
in 1970 to identify the type of assistance required.

Area No. 7 : Industrial Financing and Investment Promotion

(») Financing of private sector industrial projects

78. The principal institution for financing private seotor
projects is the Industrial and Mining Development Bank of
Iran (IMDBI). The Managing Direotor is keen to make more use
of UNIDO assistance in the future and views the services of
an Industrial Technical Information Adviser in 1970 as a first
step towards closer co-operation.
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(b) The Stock Ixchange

79. The Fourth Development Plan identified the need to i
improve the legal protection of shareholders in large _
industrial enterprises. A stock exchange has been estab-
lished by the Central Bank: the Governor informed the
liission that the qualifications needed for a quotation of
shares were so rigorous (including 3 years audited accounts)
that the range of companies listed would expand only slowly.

80. The IIDBI sees a need to con'inuously develop new

gouroes of equity capital., The Government is also keen te
promote modern systems of management in family-owned entere
prises. There is therefore a possibility that UNIDO's
assistance may be requested in order to re-examine the existing
organization and regulations of the stook exchange, oompany
law, eto, with a view to advising on ways to speed up the
achievement of these objeotives.,

(o) Investment Promotion - Petroohemicsl Industry

81. The National Petrochemical Company has drawn up a plan

for future development of the petrochemioal industry. Assistance
from UNIDO was requested for the promotion and initial nogete
iation of joint-venture agreements. At the suggestion of the
Mission, a staff member of UNIDO visited Teheran late in
December 1969 and assisted the Company in the preparation ef a
request for an expert post. ‘

82, This staff member oonfirmed the liission's view that
oonsulting services on the development of the petroohemioal !
industry requested by the Researoh Centre for Trade and
Industrial Development at the Ministry of Ilconomy would have

to be reoonsidered in the light of the extensive studies already
prepared by the National Petrochemical Company.

Area Mo. 8 : Negional Co-~operation in Industrial Devoloment

83, It is possible that some of the industrial projeots whioh
Iran will wish to cotablish in the 1970's will be more economic
(and perhaps only feasible), if they entail a scale of produo-
tion large enough to supply export markets, in particular those
of neighbouring countries including Turkey and Pakistan who are
members of CD. 'ithin RCD, Iran has been made the partner
responsible for studying the feasibility of several "joint-
purpose" projeots of this type, UIIDO experts have helped to
make some of these studies,
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84. In addition, the RCD Secretariat on behal# of the
Governments of Iran, Pakistan and Turkey had requested UNIDO
assistance in formulating regional plans for the development
of the heavy electrical and heavy mechanical branches of the
enzineering industry.

85. Regional cooperation in industrial development is
therefore an area in which further UNIDO assistance may be
requested in the early 1070!'s,
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SUMIARY OF RECOMMINDATIONS

86. The Mission htelieves that the suggested long-range
programme of assistance for industrial development in Iran
presented in this report identifies suitable areas of
ooncentration which are directly related to specific national
development objectives; they are designed to meet the needs
which are given a high priority by the Government.

87. The planning horizon for assistance which could be
identified at this stage is limited to projects which can
be started in the next two or three years, and whose
expacted duration will exceed one year. It is diffioult

to anticipate the needs for short-term expertise of a
problem-solving nature at the plant level. This explains
why the suggested long-range programme is concentrated on
projects of Special Fund type. This reflects also the views
expressed by most of the officials with whom the Mission had
oontacts.

88. The Mission's main recommendations submitted in this
report are summarized as follows:

A. Projects presently under implementation
a

(a) Research Centre for Industrial and Trade Development (IRA-16)

- a mid-term review of the project is recommended;

- a possible extension of the project in 1972-73
(second phase) may be considered at the time of
the mid-term review.

(b) Establishment of an Industrial Estate (IRA-11)

- a mid-term review of the project is recommended.

(c) Assistance to ISIRI (IRA-34)

- the Plan of Operation should be finalized as soon
as possible; a visit of a UVIDO staff member to
clarify some pending problems has been proposed.
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B. New Projects

The following major projects were informelly elaborated
by the Government and have the support of the UNDP Resident
Nepresentative's o fice :

(e) Advisory services to the Plan Organization (UNDP/TA)
(b) Iran lMetallurgical Centre (UNDP/SF)

(o) In-plant Training of ngineers (UNIP/SF)

(4) Industrial "ngineering Institute (UNDP/SF)

(e) Assistance to the Metal Working Industries for
export promotion (SIS)

A comprehensive 1ist of projects as well as a tentative time-
table are given in Appendix B.

89. The follow-up at both UNIDO Headquarters and at the country
level, of the long-range programming Mission's recommendations
will be made on a project-by-project basis. The Government

is expected to forward offioial requests, through the usual

channels, for projects on which an agreement of prinoiple was
reached,

90. It was also agreed with the Government that periodio reviews
of the present proposed programme will take place at regular
intervals, possibly onoe a year.
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LIST OF CONTACTS UADT BY TH™ UNINO MISSION

He 7% l're He. ‘neari
Minister of “conomy ' ’

Ho re 1!‘. A‘.- I‘T- IlaJidi
Vinister of [abour and Social AMfairs
Teheran

e qo 're .Te Yb"‘aneh
Minister of Housing and Development

Mr. h. Farmanfarmaian
Clovernor
Central Bank of Iran (Bank Nark&zi)

H. 3. Dr. Alinagi Alikhani
Chancellor
Teheran University

He 7. re 1". 1. Zuberi
Secretary General
Regional Co-operation for Development (RCD)

Plan Organization

I'r., Reza Mogghadam:
Deputy Managing Director

lir. Abadian
‘ggistant Managing Director

Mrs. ™. Nahvi
Chief
International Technical Co=-operation Bureau

Mr. A. Nouban
Director
Industries and !ines Section .
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Ministry of “conomy

Nr. J. ‘shrafi
Under-Secretary Minicter of “conomy

Hr. Hassan "li lfiehran
’ Deputy Managing NDirector
Nlesearch Centre for Industrial and Trade Dcvelopment

I'r. A. Aghassi
Senior ‘dviser to the llinister of “conomy

Mr. Najafi
Director General
Isfahan Office

Mr. Sadri
Deputy Director fGeneral .
Isfahan Office

Industrial Development and Renovation Organizatin gIDRoz

Mr. R. Niazmand
Managing Director

Mr. Gharatcheh-Daghi
Manazing Director
Iran Management Institute

mxport Promotion Centre

Mr. Abbac Ordoubadi
Chairman of the Toard

Industrial Development and llining Bank of Iran

. Mr. ¥Yheradjoo
Managing Divector
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Industrial Credit Bank

Mr, l"endi H. Aliabadi
Neputy [ianaping Director

Organization for Small-scale Industries and Industrial Istates

Mr. Y. Ansari
Managing Director

Mrs. Tahidloo
Head of Consultui..y Gervices

Institute of Standard and Industrial Recearch of Iran

Lr. N. Shayegan
l'anaging Nirector

Mr. Hussein Alizadeh
Deputy lManaging Director

National Petrochemical Company

lir. B. liostofi
Director

Steel Orggnization of Iran

Mr. A. Sheybani
xecutive Director

D . Ali Uoussaui~Nasle
Deputy Director
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Chamber of Industries and 'ines

Mr. Ziaie
President

Mr. Reza Razmara
Deputy Director

United Nations

Mr. Nessim Shallon
Resident Representative
Teheran

Mr. B. Bernander
Aesistant Nesident Representative
Teheran

Mr, Horst F. . “schenberg
IBRD
Washington, N.C.

Mr. C. R. lynne~Roberis

Co-ordinator for ‘uro-e and Middle Tast
I10

Ceneva

Dr. Fuat Adali
FAO Representative in Iran

lir. N. Rao

Project Manager

Research Centre for Industrial and Trade Development
¥inistry of “conomy

The Mission also met most of the other UNIDO experts working on
existing projects in Iran.
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