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SUMMARY OF FINDINGS ARD RECOMMENDATIONS

Findings
The UNDE/UNIDO project "Estsblishwent of a Demonstration Industrial

Estate, Tsheran" commenced in PFebrusry 1965. As a result of a Supplementary
Allocation approved at the January 1969 Governing Council Session, it is
nov estimated that the project will terminate in mid-1972. The purpose of
the project was to assist in the establishment of a permanent Industrial
Estates Authority and to assist in the planning, construction and initial
operation of a demonstration industrial estate at Ahwaz. The Mission
coucluded that the physical facilities established at Ahwaz are sxcelleat,
and that the Central Services Workshop is already proving useful to
industries in the Estate as well as those located in the surrounding area.
Presently, eight firms are occupying all but two of the Stage I vorksheds
and it is now estimated that all of the Stage II worksheds will be allocated
within several month's time. The Mission concluded that all the Central
" Servicss Workshop equipment should be operational and the counterparta
trained by the end of 1971,

The Government counterpart Orgenization for Smell Scale Industries and
Industrial Estates in Iran (OSSI & IEI) has gained practical experience
froa the pilot industriel s3tate at Ahwaz, experience which is reflected
in its present activities as wsll as its proposals for activities to be
incorporated into thenew:Five-Year Development Plan (1973-78). Ths
experience at Ahwaz has helped to emphasize the importance of establishing
the policies and support programs essential for the rapid development of
smll industries generally. In this connexion the project is presently
helping to develop the capacity of 0881 & IEI to provide advisory
assistance and training courses for small industries and to undertake
industrial sstate fsagibility studies. The project is also helping to
develop adequate credit facilitiss and other arrangements believed necessary
to promote the reapid development of smell industries.

The Mission concluded that the failure of the Plan of Operation to
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provide the experts and co.nterpert staff required in order to deal
effectively vith these basic policy and supporting program requisites for
the rapid development of small industry generelly vas @ serious weakness
in the project desizn. Moreover, the Plan of Operation 4did not provide
the expertise required to enable adequate attention to the project's
counterpart agency strengthening objective in addition to the objective
of successfully establishing an industriel Estate at Ahwez. Finally,
the omission of an industrial economist post from the Plan of Operation
vas & veakness in the project design, as this competence would be required
on studies mekinz recommendations with respect to tie locetion of industrial
estates and the types of production (and ccrmon service facilities)
believ:l most desiradle.

The project experienced a number of long delays in the recruitment
of key experts which had the effect inter alia of leaving the project
without suitable leadership for 10 monthe, and seriously deleying the
installation of equipment in the foundry and electroplating shops at
Ahwaz. Vhile the technical cualifications and overall effectivoness of
the present expert team were judged to be generslly good, sevc.:1 experts
proved unable to work closely and effectively vith their counterperts.
This appeared to be due to several factors including personality differences
both on the international and national sides and the pressure on gseveral
project staff to undertake a volume of vork too great for the ~c.nterpart
staff available to keep up with.

Project fellowships which tended to be short and practically oriented
(in many cases study tours) were judged to be effective on the whole.

Vhile there were considerable' delays in the ordering and delivery of

scuipuent, the delays vwith respect to the equipment for the foundry and the
electroplating shops were overshadowed by the even grcater delays in the
recruitment of experts able to install the equipment properly. It vas the
consensus of project personnel that the equipment delivered would be put
to good use st the Estate.

The Government has met its essential counterpert obligatioms to the
project, except with respect to the provision of adecuate numbers of
qualified professional personnel to enable smooth continuing operstioms
after terminatiom of imternatiomal assistance. This pertains both at the
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industrial Estate at Ahvaz, vhere a permanent Estate Manager and o Chief
Mechanical Engineer are yet to be appointed, and at 0SSI & IEI vhere
there are presently insufficient national staff to undertake the variety
of activities and responsidilities enviseged by the Director. The
difficulty stems largely from the low public service salaries that are
offered which have proved uncompetitive with those offered in the
private sector for similar qualifications, The establishment of

08SI & IEI on & legislative, rather than on a ministerial decree,

basis would help to provide 0SSI & IEI vith the edministrative and
financial indeperdence required to tackle this staff recruitment problem.

Becommendations

The mission is recommending initially a six month expansion and
extension to 31 December 1972, This would enable the project and
OSSI & IEI to: (1) establish the dasic policies and support programs
necessary for the rapid promction of small industries (including
those vithin industrial eststes); (2) develop 0SSI & IEI capability to
provide essential services t» small industry and (3) complete counterpart
training at the industrial estate at Ahvaz and to withiras completely
(by December 1971). Kew posts in Cost Accounting, Chemical Engineering,
Credit Facilities, and Data Collection are supported, It is estimated
that approximately $152,28: from project contingency funds would
be required for this purpose,

The Mission is also recommending that assistance be continued
in the 1973-75 period, if, in the opinion of the Project Manager and
the Resident Representative, the Government has, by December 1972,
taken the steps necessary to establish the policy measures and small
industry support programs believed essential for the success of the
small industry development schemes now being proposed for the new
Five-Year Development Plan. It is recommended that assistance in this
period be considerably more modest (including & Project Manager, an
Industrial Economist and an Industrial Engineer) and de oriented
tovard helping to ensure the successful implementation of the schemes
incorporated into the first three years of the new plan,
costs would be financed rmthclmeomtrym-m target figure
vhich will become operative in January 1973,




INTRODUCTION
A. Background

The purpose of the UNDPJUNIDO project "Establishiment of en Industrial
Estate” as steted in the Plan of Operation wes to assist in the
establishment of an Industrial Estate Authority and in the planning,
construction end initial operation of a pilot industrial estate at Ahwaz.

The project was epproved in June 1963 for a duration of 5 years. The project
had a Governing Council earmarking of $637,000 and a Government counterpart
contribution aof $1,123,000.

Project field activities commenced in February 1965 and the Plan of
Operation was signed by the parties concerned on 24 May 1965. The plenning,
construction aud initial operation of the inguitrial estate at Ahwaz proved
to be more problematic and time consuming than earlier enticipated; end
largely for this reason the UNDP requested » 8nd received, at the Januery 1969
Governing Council sesaion a supplementary allocation of funds which made it
possible to extend the project for an additionsl two years.

The approval of supplementary essistance 8lso had the effect of giving
greater project emphasis to ectivities designed to increase the canability
of the Orgenizetion for Small-Scale Industries and Industriel Estutes in
Iran (088I & IEI) to execute its responsibilities for the formulation and
implementation of policies and programmes in support of the development of
small industries in Iren. These respomsibilities include, but are not
restricted to, the promotion of industrial estetes. The project h-:s been
pursuing broadened objectives since 1969 along lines reflected in :-e draft
Amendment No. 1 to the Plan of Operetion (which describes in detail the
supplementary allocation). The broadenad objectives of the project include:
(1) comjletion of the Ahwaz Estate; (2) assistance to the Government in
formulating proper policies for small industries development; (3) promotion
of ancillary industries; (4) provision of extension services to small
industries; end (5) creation of suitable credit facilities for small
industries. The Project Manager expressed the opinion in & mid-term review
paper dated 25 June 1970 that it would be impossible to implement the axpanded
activities by June 1972, and eccordingly recommended that the project ba
extended further until the end of 1973.

In order to escertain the dasirability of expanding end extending the
vork of the project as recoumended by the Project Manager, UNIDO proposed
at the June 1970 Agency Review Meeting, that a mid-project review be undertaken
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ss soon es mutuslly convenient. This propossl met with the UNDP epproval.
B. Misgion !'»nberciin en” Terne of Reference

A joint UNDP/UNIDO review mission was accordingly assembled to evaluate
the success with which the project had been able to attain its immediate
purposes and ultimete objectives and to identify those factors facilitating
snd impeding their achievement., On the basis of such sn evaluation, an
sppraisal was to be made of the need for additional essistance in order that
the immediate purposes and ultimate objectives of the project might be
schieved. Recommendations were then to be made on the nature and scope of
sny further ection believed necessary snd desirsble*, The members of the
Mission included:

Mr. Subramanien Nanjundan, Technical ...risor, Cmall-8csle Industry

Bection, UNITO Isadquarters;

Mr. Arthur N. Holcombe, Evaluation Officer, Evaluation Division,

' Headquarters,

C. Acknovlegements

The Mission would like to acknowledge the assistance end cooperation
received from Mr. H. Ansari, Managing Director of 088I & IEI and from his
staff., In sddition, the Mission would like to express its arurecietion for
the kind sssistance rendered b); Dr. P. C., Alexander, Project Manager snd
from the various project experts. Finally, the Mission would like to
express its gratitude for the advice and assistance provided hy Mr. Nessim
Shallon, Resident Representative and by his staff,

® The Terms of Reference of the Mission are attached as Annex I.
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PART I: EVALUATION NP THE PROJECT

A. TORMIATION OF THE PROJECT
1. e & timete O tive
The Plan of Operation describas tha immediate purpose of the project

a8 to assist in the estebliahment of a permenent Industrial Estatea Authority

and in tha plenning, construction and initial operation of e Demonstration
Estate at Ahvaz, More specifically, the project was to:

(1) provide consulting services to the newly established Industriel
Estates Authority 'to assist in the formulation of general
Pblicies, rules and regulations end administrative arrengements,
and to edvise in the day-to-day operetion of the Authority,
in-service training, and fellowships'; end

(2) provide the Authority with e demonatration induatrial estate
et Ahvat by determining 'its location, plans for lay-out
vith requisite services and amenities and equipment
specificetions, supervision of construction end installation of
equipment,, surveys or industries auitable for lc.."‘on on the
Estate and consultant services to proapective o.cupgentz, end
initiel operstion of the estate, including the common services
to be provided to the industries by the Estate.”

According to the Government request, the ultimate objective of the
project was the repid development of smll snd medium scele industries .
throughout the country in estetes designed and operated on the basis of
experience 7ained from the pilot or experimental industrial eatate
esteblighed with international assistrice.

2. - e ct

An eveluation of the role and contribution by ths Industrial Estates
project must be undertaken in the context of the economic end social
conditions existing in Iran et the time the project wea being formulated
end approved (1963).

At the time the project was approved the Iranian population wes
estimated to be roughly 23 million and growing at adout 2.5 per ceat
per annum. About 22 per cemt of the employed population were engaged
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in industry in 1964 as azainst the 46 per cent estimated to be ewmployed
in the agricultural sector. Estimates of unemployment renged fros
5 « 35 per cent of the labor force at the time. The labor force was
characterized by widespread seasonal unemployment and under-employment
due tn the overvhelmingly rursl, sgricultural nature of the population,
Iran's first urban Industrisl Census undertaken in 1963 indicated
that there vers spproximately 112,00R industrisl establishments in the
couatry, about 62 per cent of them employing less then 3 persons.
"Large" industries (employing 10 persmns cor more) comprised only 2.8
per cent of tota) establishments althouch they employsd about 33 per cent
of all persous exgaged in industry and we.- responsible for about 70
per cent of value ailed, Tehrsn, with an esiiust:d 5% of the estimated
total urban population, sccounted for 27 per cent cf total industrial
establishments, and 29 per cent of total workers in the industrisl sector.
In order to reduce the over cnncentration of industry in Tehran the
Government had been promoting balanced regional developuent during the
1960's by locating large public sector enterprises in 10 desiznated
"pole" aress such as Tabriz, Isfahan, Arsk, Ahwaz and Shirss, and then
employing its power to grant licenses, tax concessions and industrial
credit (via the Indust:ial end Mining Development Bank of Iran) to
attract private invectment to these nev "poles.” As & result of these
policies considersble industrial diversification had taken place uato
such fields as fertilisers, food processing, tires, light engineering and
wetal fabrication.* The relatively -odorn processing and services

# During this period, industries for the assewbly of sutos, trucks, radios,
TV receivers, refrigerators, stoves, etc, were rapidly establishing . i
themselves and/or expanding production facilities. Since 1954 major dasic
industries, including iron and steel, sluminum and pipe production, etc,
have been estabdblished.

[oos
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industries were expanding very rapidly during this period. In 1962-63
(and since) industrial production was increasing at an average annual
rate of 12 per cent, Thie rapid rate of growth was almost totally

accounted for by a relatively few, large-ecale modern industrial enterprises

being established with Government cacouragement.

With respect to the industrial sector, the Third Development Plan
(1962-68) gave emphasis primarily to the promotion of those large
modern industries contributing to a meximum increase in national income
end secondarily to those increasing employment opportunities, realizing
foreign exchange eavinge (import substitution), and bringing about a
wre even distribuiion of income among regions and social classes. As
indicated above priority wae also being given to industry looating
outside of Tehran.

The project request indicated that greater emphasis was being given
in the Third Five Year Plan to the development of smell and medium scale
industries meeting the above mentioned investment criteria. To stimulate
nedium and smell scale industry, the Plan provided for: (1) an
extension and improvement of the existing small scale in7 :.'vias credit
progran then administered by the Industrial Credit Bank (ICL)*;

(2) the establishment of three pilot industrial estates which would
subsequently lead to the undertaking of a large industrial estate program
throughout the country; (3) the establishment of an Industrial Management
Institute and a Productivity Center to provide training and advisory
services; (i) a survey of small industry problems; and (5) trade
promotion in order to develop further the markets for Persian carpets.

In addition, small scale industriee were to receive income tax exemption
benefits for five years from their date of production,

According to the project request the only previous Iranian experience
with industrial estates was a costly abortive effort by the Ministry of
Industry and Mines to develop an "industrial zone" at Karaj, eome 42 kms
#The ICB granted loans with a meximum duration of 10 years, charged 7.%%
rate of interest, and required collateral in the form of physical plant.
These requirements on the whole proved too rigorous to permit participation
by small scale industries.

[eos
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to the west of Tehran during the mid-fifties. Ths slectricity and other
services to be provided were never installed and only two factories were
ever attracted. They were still in operation in 1963,

The Industrisl Management Institute, the successor to an sarlier
Industrial Centre, was sstablished in 1962 as an independent institute
with & rssponsibility for the improvemsnt of ths mansgement and operation
of private industry and for centralizing technical assistance by various
organisations in the industrial mansgement field, At ths time this
Institute vas in the process of recruiting its staff, and vas yet to make
its full contribution,

At the time the projsct was under re-'.ew assictence to small-gcale
industries in Tran was not receiving strong exrlssic by the Covernment
in its drive to promote rapid industrialization, dcspite t.e relative
preponderance of small industries. In this connection Government credit
agencies proved {ll-suitsd to the needs of small businessmen who in
wost instances lacked ths property assets necessary to qualify for credite,
Similarly small industriss often lacked the technical know-how required
to modernizs or to invest in a wndsrn small-scale plant successfully, whils
no advisory assistance servics existed at a price they could afford. At
the same time the Government's unwillingness and/or inability to restrict
imports or to eliminate the smuggling of such products which could bs
produced domestically by small induciry-although at a considercbly higher
ocost and thus selling price to the consumer in Iran was in effect
discoursging local small industry development. The Government licensing
policies, and particularly the benefits derived from having a licenss
(such as import possidilities, access to Government credit at 6 to 7
per cent instead of commercial dank credit at 11-12 per cent, etc,) were
not available to most small industrialists who often found it difficult
if not ispossible to meet the licsnsing criteria imposed by the Government

*The Investment Guarantse Fund established in 1961 Ptcr alig to make funds
available to small industries through the commerci ng system required
property security (i.e. excluding equipment and machinsry) valuod at

three times ths amount asked for. It was estimated by the Managing
Director of OBSI & IEI that 90 per cent of all small industries didn't

::vo the fixed property to qualify for wmeaningful assistance under such
ras, ‘
/ooo
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vhich were more relevant to large modern enterprises (proper accounting
procedures, insured workers, profit sharing with workers, ete.).

The promotion of small industry was mede more difficult by the lack
of any systemstic data on the naturs, extent, and basic problems of
suall industries which might assist in the development of policies and
support programsable to meet essential needs. There was no Government
Ministry attempting to collect such data on small enterprises.

3. fermalation of the Project

The Government request was prepared with the assistance of Mr,
Norman Lees of the UN Industrial Development Division (ESA) who visited
Iran during the 27 May -7July 1962 period. This request was limited in
scope to the provision of international assistance in the selection,
design, construction and initial operstion of one pilot industrial estate,
and assistance to the industries located therein., In commenting on the
Tequest the United Nations Center for Industrial Development (C.I.M.)
indicated the desirability of further preparatory assistance to determine
more precisely such matters a3: (1) the interest in occupancy of the
estates on the part of private firms; (2) the availadility . © markets;
and (3) determination of the final location of the pilot estate and the
likely construction costs. The Centre indicated that these factors would
have a bearing on the eventual success of the project and that it would
therefore be desirable to clear up these matters prior to Governing
Council approval, In order to sudbmit the project to the May 1963 Governing
Council session for approval, the Special Fund decided to recommend the
project as it stood without reflecting these clarifications but on the
assumption that the FPlan of Operation would de prepared on the basis of
further preparatory assistance looking more carefully jnter alis into
the matters brought to their attentiom by C.I.D.

To undertake this additionsl preliminary work, the UN sent Mr, T,
Tudor and Mr. P. Quigley to Iren in July and August 1963, Their terms
of reference included: (1) selection of a suitable industrial estate
location; (2) preparstion of estate cost estimates; and (3) recommendation
of suitable types of industries for the estate. They remained in the
country for periods of 5 and 1 month respectively. During the course of
this preparatory work it became evident that the estadlishment of an
industrial estates organisation would be necessary to give adequate
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administrative and policy support to the development of industrial
estates in Iran. This need vas impressed upon the Government which
subsequently drafted a Bill setting up a semi-autonomous Industrial Estates
Organization within the Plan Organization. (This Bill was approved by
the Council of Ministers in August 1964 ).,

During the period in which the Plan of Opsration was being prepared
the Special Pund had expressed its view that the Plan of Operation could
only be finalized on the basis of: (1) the establisiment, under lav, )
of the Industrial Estates Authority; (2) the prior selection of an
estate site and its actual purchase by the Governuent; (3) sufficient
knowledge of th: finar.~ial and other mez - . 23 the Government could and
would take to promwte interest on the part c? poteitial investors 4n
locating at industrial estate facilities; and (4) full Governmsnt awareness
of its counterpart responsidilities under the project including the
provision of the housing, sccial and other supporting facilities necessary
6t the proposed estate. Assurences were never received from the Governmsnt
vith respect to points (2) through () during this pericd, and they
were therefore incorporated into the "prior obligation" section of the
Plan of Operation.

The final report of Mr. Tudor reporting on the preliminary work
undertaken {nter glis indicated: (1) a preference for the establishaent
of the pilot estate at Ahwas; (2) the establishment of s common service
facility at the estate only if private enterpreneurs d4id not take the
initiative in this respect; (3) that it had not been possidble to assess
the demand for factory accommodation from existing and prospective
industrislists in the time avallable; and (k) that in the 1ight of (3) -
standard type factories be given enphasis in the estate layout planning o
although the capacity for custom factories also be teken into consideration
to & lesser extent,

In August 1964, Mr. P.C. Alexander, then attached to the Smsll Scele
Industries Bection of C.I.D., visited Iren in order to reviev prodlems
impeding implementation of the preliminary operations., In the course of
dlecussions vith Government officials he proposed that the project
objectives be brosdened to include assistance in developing the competence
of the new Industrial M&ul_ Orgeniszation, in the economic and physical
plamning of other estates, and in small industry development as a vhole.
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These proposals wers accepted by the Government snd subsequently reflected
in the Plan of Operation.

b, Project Design in Rstrospect (Means-Ends Analysis)

The project as designed vas intended to promote small-scale
{ndustries in Iran through a policy of encouraging the estsblishment of
industrial estates, without first establishing the policies and support
programs necessary to attract substantial investment in wodern small
industries and to ensure their viable growth. This excessively narrow
view 88 to the recuisites for the rapid development of small industries
in Irsn vss in turn imposed upon the Industrial Estate Authority (within
the Plan Organization) which was established by the Government in August ‘
1964 as a "prior obligation” for Special Fund assistance. The narrov
responsibility for industrial estates development granted to the Industrial
Estates Authority meant in effect that it would have no direct influence
over the establishment of the proper financisl and other incentive ~
policies snd supporting programs necessary for szall industry to flourish,
although ths existence of such measures would have an i crtant bearing
on the success of the industrial estates program itself.

It vas mentioned in the previous section thst the emphasis given
to assisting the Industrial Estates Authority to undertake 1ts responsi-
bilities came after project approval. For this reason only limited
expert component resources vere available in support of this work.
Effsctively, only 15 man-months of shorteterm consultent funds vere
available in addition to the four long-term experts who would be preoccupied
vith the planning ,' construction snd initial operation of the industrial
estats located at considerable distance from Tehran. In sddition to
technical specialists working with counterpart agency staff on a full-time
basis, sn industrial economist was clesrly needed to help undertake a
preliminary small-gcsle industry survey, demand end industry possibility
studies, and preliminary industrisl estate fsssibility studies. In this
latter connection the Industrial Economist vas needed to help with the
location and occupation of the pilot industrial estate receiving prime
project attention as well as for other proposed estate schemes to be -
promoted in the country.
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3. IMPLEMENTATION OF THE PROJECT

1, !ﬂl‘t& of tbo Plan of Mratgg

About 2l montha elapsed bLefors the Plan of Operation was desmed
ready for signaturs (betvesn May 1963 and 27 Mey 1965). At least five
successive Planop drafts were prepared during this period incorporating
increacsed information end detail as it became aveilable as ¢ result
of preparatory assistance work undertaken. As indicated in a previous
section (page 7), the long delay in Plan of Operation signsture vas
primarily due to Special Fund insistence spon the inclusion within
the Planop 1ta§lf of the findings of cert:in preliminery operations
regerded. to be esaentiel. Apart from the establiahment of the Industrial
Estates Authority (im August 1964) it 4id not prove practical to delay
Planop siznature long enouih to secure the information desired and
the Speciel Fund finelly decided to sign the Plan of Operation and get
the project formally undersy while leaving the remaining prior
obligations to the Executing Agency (Project Manager) and Government
to carry out es best they could.

The provision of asaistance to help strengthen the organizstion end
sctivities of the Authority vere snticipated neither in the Government
request nor in the first Planop draft dated 8 June 1963, In order
to include the sctivity within the third Planop draft {dated 30 November
1964 ) without exceeding the $43h,000 figure indiceted for exp:rt costs
in the Governing Council Document, reductions were made in men months
to be provided for the long term posta. Partly for this reason, the
third Planop drsft expert component wes modified from the first and
second drafts es follows:
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Third Draf+ First !uz Second Drafts

(m/m) »
Project Manager 63 60
Civil Engineer 3% %
Mechanical Engineer 60 b2
Chemical Engineer 60 -
Chemist - 12
Construction Engineer . %
Industrial Ingineer . 5
Industrisl Estates Comsultants (2) (2 3
Short Tera Consultanta ' -—
Totsl Ixpert Man Months 240 2h3

The fellowship and equipmnt components were untouched during the period.
Additional detail was added vith respect to the Government counterpart
contribution in kind, however, particularly with respect to cost

estimtes on the conatruction, equipping and maintenance of the industrial
estate. The Appendices of tiae final Planop draft aigned in May

1965 were identical (from s substantive standpoint) to thos. of the
Novesber 196k draft with the exception of a revised upward c.:'ing of

the Government counterpart Professional and Other Staff estimates

(4n each case they were doudbled). The reasoning for this is unclear.

® Utilized during the preliminary activity period dy Messrs. Tudor
and Quigley.

#% There vas a feeling among UN technicsl personnel involved thet

the counterpart aslaries vere not competitive vith private industrial
sector equivalenta. The subsequent history of the project demonstrated
convincingly that the alteration of the counterpart contridution for
staff salaries had no bearing on the level of the public service salary
scale that could be paid, and that for this reason the problem of
uncompetitivensas remained to prevent the hiring of the numbers of
qualified counterpart staff necessary to enable the counterpert agency
t0 cope effectively with the responsidilities entrusted to it.
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2. UNPPAW:0 Iuputs end thejr Utilizatiop

Tebles shoving the internstionsl expert, fellovship and equipment
contributions as planned and as actuslly implemented are attached
88 Annexes III and V.

) Dxperts snd Consultanty

As indicated in Annex III, the expert and consultant component of
the project vas implemented vith notable delays, particularly with
respect to the replacement of certain departing experts in 1969 end
1970. The Project Manager (Chief Adviser), Mechanical Engineer,
Foundry Metallurgical Enginesr and short-term Coneultant posts wers
relevant in this respect. The absence of key experts during 1969 and
1970 was jnter alie holding up the installation of wachinery in the
foundry and electroplating shops.

The extent to which the expert component of the project Ras been
w0dified over tine is also etriking. The Chemical Engineer poet
(60 man-months) vas dropped sltogether in favor of increesed enphaeis
upon civil engineering (6 extrs man-months), new industrial economist
and wetsllurgicel engineer posts (33 and 3% man-months respectively),
and additional consultant eervices. To a certein extent these
Uuﬁcttionl reflected the progress made in the establishment of
the industrial estate at Awes by 1969, and the coneequent increase
in project eaphaeis given to industrial feasidility and policy formulation
vork, extension activities and to training in order to help promote
and wodernize small industry generally in Iren. On the other hand
there was, and still remsins, s serious need for the Chemical Engineer
post elixinated in order to help finance the experts believed most
essentisl in support of the counterpart agency strengthening
(or "institution bullding”) espects of the project. The Techaicel
Section of 0881 & IEX has not been able to develop s competence to
undertake & strong research program or to provide extension assistance
in the chenicel engineering field.*

z In this sense the project has been unduly constrained by the

financisl lisitstions imposed upon it by the Governing Council project
allocation figure.
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While ths technical qualifications of exparts vwere generally good
several experts proved unadble to work closely and sffectively with
their counterparts on account af personality diffsrences. The two
Foundry Inginesrs wha succeeded sach ather spent s total of 28-1/2
man-months at Ahwaz but were unable tn solve the prohlem of hew to
line properly the rotary kiln acquired for the Foundry st Ahves, or
t» agree "a the design nf a core drying oven fabricated with local
materials (there was s prodles of variable tempersture within the
chamber). This problea still remsins unsolved. The second expert
left the country prematurely as s result of illness. The Missiea
regarded the expert tean presently in the fisld to he gemerslly of
good technical competence and sffectiveness.

®) Ialiovehips

A total of five fellwships have heen implemsnted tn date? The
fellowships implemented have been granted to counterpart persoansl
within the Industrisl estate et Ahves, and have largely been 1a the
fora of study tours to industrisl estates regarded to be npersting
successfully (in seversl instances in less developed countries).

They have generally been of shorter éuration than the six months
originally envisaged. It was originally planned that the fellowshipe
would all be implemented in 1965 and early 1966, enabling the counterpart
personnel concerned to be back in the country during the industrial
estate construction and nperstion stages. This did not prove to be
possible however for & nusber of reasons including the lack of qualified
counterpsrt personnel at the sstate who were available fnr oversess
training. In addition five counterparts have received oversess treining
and expesrience on fellowships financed from bdilatersl snd other sources.

Three sdditional project fellowships are eavisaged in the fields
of Industrial Design, Marketing, and Foundry. Nominations have been
mede for all three, and the first two are now being processed.

el
# They are summarized in Annex IV.

#% Apart from the short fellowships grented to the first and second
project Co-Managers.
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Of the -ive Ircalans sent on fellowships to date, three are still
with the OSST end IEI. The former Director of 0SSI and IEI and the
formsr chief mechanical engineer for the Ahwez Industrial Estate left
the posts for which they received overseds treining. Those that have
remined \dth‘om and IEI indicated their satisfaction with tue
experience snd information gained from the short, but practical
orientation of their fellowships. |

¢) Rquippent | .

Annex V summarises the equipment Mm to the projoct to dats,

With respect to the $129,000 eavisaged in the Plan of Operstion
MJjustment Advics Fo. 2 for the MMn of equipment and suppliss,

811 but about $15,000 had in fact been committed for this purpose by

31 December 1970. These funds have Deen employed tO equip the Central
Services Workshop st the Ahwas Industrisl Estata. Thia includes equipmm.t
for a machine shop, & foundry shop and an electroplating shop.

‘The initisl selection of sppropriste equipment for ths Central |
Services Workshop st the Industriasl Estate was mde more difficult i
by lack of prior information on the types of industries that would
be established thers, and their specific servicing needs. The initial
selection and requisitioning of equipment was undertaken by project
personnsl in 1966. Bubsequent delays in _he tusl ordering and
delivery of equipment (mmbly in part to phase equipment delivery
with the completion of the Central Services facilitiss) resultad in
the actusl arrival of equipment only in late 1968, 1969 and eerly
1970, (The fecilities were completed in August 1966). Further
delays in the instellation and operetion of thia equipment wers

experienced, particulerly vith respect to the equipment for the foundry ¢
end the installation work as indicated in (a) above. It is now sstimsted
that the equipmeat of the Central Services Workshop will be cospletely ®

operational by the end of Fedruary 1971.
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It vas the consensus Of project personnel that the equipment ordered
snd dslivered would be put to good uss at the Estate. While in some
inatances ths machinery ordered was unbalanced from a production point
of viev this does not appear to be very significent as the Centrsl
Services Workshop equipment were intended primarily for demonstration
and treining purposes.

3. Qovernment Coupterpert Contrityticn

The Plan of Operstion as approved indicatea that the Government
would spend about Rials 172.3 million nn the purchese of laud snd the
construction of facilities at Ahwes. This figure included airconditioning
but excluded srchitect fees. In an effort to reduce the total costs
of the Ahvaz Estate as earlier agreed upon in the Plan of Operstion
the Governaent subsequently decided to eliminate air conditioning and
to modify the design of the standard factories. As a result the total
costs vere reduced to about Rials 142 million: Rials 68 million for
Phase I} Rials 33 aillion for Phase II; Rals 12 million for additional
works snd installation costs; and Rials 9 million for administrative
expenses.

The project initially experienced some delay stemming from difficulties
in meking a final decision on the site for the proposed industrial |
setate. The Governaent did finally agree to proceed on the basis of the i
recommendation of the project experts to select and purchase 8ite
No. 9 (at Ahvez) identified in the Tudor-Quigley Report. (The Report
iteelf had favored 8ite No. 10 at Ahwes),

The engineering firm selected by the Governmeat to construct the
Stage I facilities at Ahwas proved unadbls to meet its contract odligations
for & number of ressons including s reisbursement pattern inedequate
to meet ite working capital requiremsnts st Ahwas, As a consequance
the Stage I factory sheds were completed over & year after originally
envisaged. Moreover defective construction wes a further source of
delay, particularly in the electroplating workshop where the flooring
was not acid proofed, the drains vere not deep enough to function during
the reiny sesson, snd the wiring ves done improperly. These difficulties
have since been corrected. Altogether the Stage I and Stage II
construction took sbout one and a half years longer thea origimally




.m.

envisaged in the Plan of Operation. The facilities as a whole are
regarded to be well designed and constructed,

The Government has not been able to attract to the Ahwez Industrial
Estate the numbers of profeasional and other personnel envisaged in
the Plan of Operetion and regarded to be necessary for the Estate to
operste on an efficient dasis after termination of internmational
assistance. The absence of & Chief Mechanicsl Engineer and an Estate
Manager are particularly notable in this respect. Sizailarly the
Government has not been able to recruit the numbers of qualified
nationals needed to develop a capacity by 0881 & IEI to undertake
the variety of activities and responsitilities presently envisaged for
it by its Director. In each case the recruitment difficulties have
been largely due to the low sslaries that can be offered for permanent
posts® 4in line with pudblic service salary scale regulations, and the
resultant inability to compets with the private industrial sector
itself for the services of trained and experienced persomnsl. O8SI & IR
has lost personnel who had gained experience with the Organization
for the same resson. '

The fact that 0881 & IEI wes established by Ministerial decree
rather than Dy legislation guaranteeing certein freedom of ection has
Joter lie meant that it must ocperate wvithout suitable administrative
end finencial independence from the Ministry of Bconomy and Plan
Orgenisation respectively. With respect to the former OSSI & IEI
hes been unadle to obtein adequate authority to approve licences for
nev small enterprises or even t0 require registration of existing ones,
for example. In no other way could 0881 & IEI expect to obtain the
information on smll scels industries neceassry to plan for their
future needs adequately. With respect to the latter 0881 & IEX
mst presently Jjustify in considersble detail all sslary and other

® The Director of OS8I & IEI can offer higher salaries om ¢ renevedle
"ocatract” basis, but Iranisns generally 4o not care for the insecurity
involved. Bven these salaries are not competitive vith what & qualified
individual could odtain in the privats sector.
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expenditures to the Plan Organization eand this has on occasion resulted
in & lack of flexibility to use its budgetary resources in areas
regarded to be of greatest urgency by it, including with respect to
salaries. The establiahment of 08S8I & IEI on the basis of suitably
drafted legislation specifying its responsibilitiea and scope for
independent action would go far toward solving theae administrative
and financial d4ifficulties now confronting it.

L. Isplemsstation of Activities

The Plan of Operation indicated that project assistance should
be focused on the establishment of both an Industrial Estate Authority
and the demonstration industrial estate at Ahwaz., The progress made ,
with respect to euch is discussed in tum. ‘
o) Rstablishment of an Jgdustris) Bstete Authorjty

The Industrial Estates Authority (IEA) was formally established
within the pPlan  Organization in August 1964 in order to stimulate
the estabdlishment of industrial estates in Iran as & vehicle for promoting
the development of small scale industries more generslly. In July
1968 IEA vas shifted to the Ministry of Iconomy and serged with the
Smll Scale Industries unit transferred from the Industrial Mensgement In-
stitute (L.I). The nowr 0881 & IEIwas granted considersbly broader
responsibility for the formulation and execution of policies and
programs designed to foster the rapid development of modern small
industries in Iran, Apart from continued support to the demonstration
Industrial Estate at Ahwaz, O88I & IEI, with project support, has
given priority to: (1) formulation and promotion of Government policies
and programs regarded essential for the rapid development of modern
small scale industries; (11) undertaking of activities calculated to
prowote small industries development; and (iii) initiatiom of industry
extension, and training. The tempo of such activities picked up
consideredly during 1969 and perticularly 1970.
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1) Promotion nf Fescntial Policies snd Programs

Until July 1968 when IEA was incorporated into the more broadly
conceived OSSI & IEI, project activities in the policy formulation
area were limited to severul studies leeding to recommendations on
policies regarded to be essential for promotion of industrial estates,

One was & study on Industrial Estate Palicy Objectives which was developed
during the course of 1966. This policy paper attempted: to clarify

the objectives of the industrial estate promotion program envisaged;

to describe the specific policy measures to be taken in order to achieve
these objectives; to spell out the criteria by which small industries
should be admitted to estates; and to elaborate the rules and |
regulationa bearing upon the tenants of industrial estates,

At about tha same time project persomnel gave in depth consideration
to the specific action programs that the IEA should undartake, or
encourage other Government depsrtments or agencies to establish, in
order to attract potentisl tenants to industrial astates and to ratain
them there on a viabla basis. A Development Program was formulated
with particular referenca to the Ahwaz industrial estate although it
ves equally relsvant to the promotion of industrisl estatas generally.
It spelled out jpter slias waya to publicize the facilities and services
at industrial estates; the need to ensure location of viadble, high
priority inductrhi at estates by seeking investors for industrias
identified as being sound; tha nacessity to establish suitable financial
incentives (including attractive tax, customs, tariff, reatal and
credit policiea); cnd the importance of promoting other non-financial
incentives for small industries, including centrslized bulk rav material
and equipment purchasing arrengesents, government storas purchasing
progrems, and industry extension and training activitias,

These policy and program propossls were not actively promoted by
the IRA at the time, and there is little evidence that much progress
wvas made until 1969 and particularly 1970, except in regard to reatal
policy for the Ahwaz industrial estate.

In early 1970 a policy statement on smll incustry development
vas prepared with project assistance which_jpter slls recognised the
iaportant role of modermn small scals industry in the strengtheaing and
diversifying of the ocountry's industrial sector, and also the need for
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special promotion and assistance measures to overcoms such problemg

as lack of access to credit, insdequate technical end managerisl skills,
unsatisfactory working premises and poor marketing arrangements. The
issuance of this statement by the Minister of Economy in the fall of

1970 constituted the first formal policy declaration by the Government

on the importance of, and its support to, the development of small
industries.*

At project instigation, a modification in the working definition of
small scale industries was effected in the course of 1970. This involved
the expansion of the total assets ceiling criterion from Riels five
million (of which not wore than 25% could be in the form of land end
buildings) to Rieis 7.5 million (in terms of machinery and equipment
elone). This change in the working definition is regarded to be
essential for the development of effective sssistence programs for modem
small scale industries.

11) Promotion of Moder: Small Ingustriss

Industrial promotion ectivities beyond efforts sssociated with
the industriel estate at Ahwaz commenced in 1969 with the undertaking
of a number of small scale industry possidbility and industrial estate
feasidility studies. They included (during 1969 and 1970): (1) the
feasibility of estsblishing encillary industriel units within an estate
at Tabriz (wostly menufacturing items for the automotive industry
there) and st Shirsz (producing items for the telephone industry there);
(2) the best alternative sites for industrisl estates at Isfahan and at
Mashad; (3) erea studies to determine small scale industry development
possibilities at Bantar Abbas Garmsar, Bsluchestan snd Sistan; (4)
feasibility studies on the establishment of modern small scale lens
grinding, spectacle fremes, plastic button, plastic bottle and footware
industries; and (5) technical notes on the market prospects and relevant
production processes for sodium silicate and sheet irom vitreous
enanelling. '

-

¢ Tne Wth Five-Year Plan (1968-72) in two lines mokes one 8irect
reference t0 the need for the establishment of infrastructure for ...,
smll scale umtuu throughout Iran, .

"O

. ..

[eoo
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In eddition, prolact personnel helped to draft a list of industries
regarded suitadble for development on a s.all scele basis. A total of
109 such industries was finally approved by the Jovernment. This list,
&8 vell as the work of OS8I &. IEI, received publicity during its
participation in & two day session on Small Scale Industries at the
Second Asian Isternational Trade Fair held at Tehran.

Most recently 0SSI & IEI and project personnel have helped draft 2
the proposals for small industry promotion and development over the
n&t 7 years; that is for 1971 and 1972, and for incorporation in the
Fifth Five-Year Development Plan (March 1973 - March 1978).

111) Industry Extension and Training Activities !

Limited extension activities by project experts and their
counterparts within OSSI &' IEI commenced in April 1970. 8ince then,
some 50 - 60 small scale industrial enterprises have received sssistance.

To date extension work has been limited to the mechanical engineering,
industrial engineering, marketing and tool and die design fields.®

Extension activities by project and counterpart personnel are
presently selected on the basis of the preliminary findings of an OSSI
& . IEI representative assigned to visiting small scale industries
in selected centers from time to time. lergely on the basis of this
man's judgment as to the usefulness of advisory sssistance, the
international expert and his counterpart(s) make plant inspections.

To the extent possidle follow-up visits are made to check on progress

and to help ensure that difficulties in implementing recommendations .

are overcoms. JFiles are kept on the equipment being employed, the visity

made, the advice given, and to the extent possidle, the impact of the

advisory sssistance rendered, Project personnel are nov assisting .
O86I &. IET publish a quarterly bulletin vhich ipter slis is being
used to sdvertise the availability of such advieory services, Project-
experts and their counterparts initiasted modest training programs

for smll scale industralists during 1970. To date four industry

® It is envisaged that extension activities in the cost accounting
field vill be possible with the arrival of s cost acoounting expert
in January 1971. ' :
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representatives have completed a course in electroplating and about
L have completed an orientation and training seminar in small scale
industries. At present there are an aversge of nine industralists
sitting for an industrial engineering course, twelve for a marketing
course, four for a blue print reading course, and four for a machine
shop practice course.

These courses are prepared jointly by the project experts and their
counterparts, end are actuslly delivered by the latter in Parsi elthough
the expert elso ettends in order to help enswer questions as necessary.
The courses ere given two evenings s veek and last for one month esch on
eversge.

3. a De a te ot

Internatiocnal experts were primarily concerned with the successful
establishment of the industrial estate at Ahwas 4in the first five years
of international assistance. In this period various experts were
influential in the choice of the estate site, the design of the physical
layout, the selection of equipment and the training of Iranians to utilise
it, the developaent of estate admittance criteria as vell cc its operation
policy, the approval of industrialists applying for admittance, and the
provision of assistonce to them as needed. Virtually all of the UNDP-
financed equipment was utilised in order to equip the Central Bervices
Workshop at the estate.

1) 8tage I racilities

As indicated above the actual comstruction was underteken in two
steges, The Stage I comstruction include six super-dlocks (15 worksheds
occupying a total of 8,200 sq.metres), an administration building, a guest
house and a central services workshop. Rach super-block is divided inte
three bays so that temants can occupy "A-type" facilities of 265 sq.metres,
"Betype" facilities of 492 sq.metres and/or "C-type" facilities of
1,250 sq.metres.

A summary of the items presently being produced in the Stage I
facilities is attached as Amnex VI. It is significant to mote that
about 50 pep cent of the firms admitted to the Estate were not mamufacturing
& product and/or utilising equipment that would emable it to take advantage

fove
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of the Central Services wWworkshop establiched with project assistance.
Project personnel had conducted initisl surveys of the Khutestan Province
(4n which Ahwas 1s located) Auring the latter half of 1966 and had .
concluded in line with formal almittance c:iteria earlier established,
that priority at the estate should be given to industries manufacturing
agricultural - ‘pment, pipe fittings, paper articles, pumps, transport
articles, alu =z kitchen equipment, tool-forge items (primary hardwars),
sheet metal it .5 (air-conditioning equipment, fans, etc.) ready-made
clothing, and malleable pipe fittings. On the basis of these conclusions
the equipment for the Central Services Workshop was selected and
requisitioned. It appears that at least in part cue to the Btage I con-
struction delays and the resultant pressure to occupy the facilities as
soon as possidble, the admittance criteria were not strictly enforced.

It was reported to the Migsion that in & few cases factory units
showed 1ittle inclination to meet their rent payments. The thermos flask
unit for instance vas one year in arreers. The kitchen wares unit never
made an investment at Ahwaz and legal sction is now being taken prior to
e re-allocation of the premises. The milling stones unit vacated its
premises after only several months at the estate. Apart from the amilling
stone and kitchen ware firms referred to above , the firms presently
occupying spare are employing modern equipment and production procedures
and should prove to be viable, expanding enterprises. The eight firms
in production during the fall of 1970 hed invested more than Rials 13
million at Ahwas, were producing goods valued at over Rials 2.75 million
e month, and employed about 105 persons. '

11) gteme II Macilitive

The Stage II construction 1s nov completed, except for minor electrical
and other work. It includes an additional six super-blocks occupying e
total of 7,400 sq. metres. As with the Btage I facilities each super-block

® The project had formally recommended that admittance to the estate
should be based upon: (1) experience and potential of the firm to develop;
(2) effective use the firm can make of the common services; (3) import-
substitution; (4) potential employment; (5) ability to act as an ancillary
of feeder industry; (6) contribution of the firm to the dalanced industrial
development of the estate; and (7) the financial state of the firm.

/ooo
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is 4divided into three bays to enadble accommodation of from one to three
production units, depending on requirements.

During the spring and summer of 1970 a joint committee of project
and 0881 & IEI representatives was appointed to study the small industry
possibilities of the Ahvaz region and, on the basis of criteria dmlopod..
t0 make recommendations on industries suitable for location in the Stage 1I
worksheds at the estate, A liet of 32 industries was recommended. The
Joint comittee subsequently prepered "entrepreneur information sheets'
descridbing in detail 20 of these industries regarded to have particular
potential and relevance.

To date some 200 tradesmen, engineers and doctors have enquired about
locating s small-scale industry at Ahwas, Eleven of these are apparently
convinced upon locating at Ahwaz, and seven of these eleven have made up
their minds about the type of production they will undertake. They
include: electric panels; transformers (for welding purposes); brass
curtain fixtures; auto sprirgs and bicycle parts; lens grinding; watch
crystals (plastic and glass); and transistor radio sssembly and repair, !
With the exception of the latter two industrial products, the propossls
appear to be broadly in conformity with the recommendations of the joint
committee for products to be manufactured there. An 0881 & IEI public
relations man is actively contacting tradesmen and other well eetablished
individuals in Ahwas and from the province in order to stir up interest
in establishing a emall industry at the estate. Confidence is expressed
emong project and OSSI & IEI staff that the Stage II and vacant Btage I
worksheds will de allocated to suitable industries without difficulty,

111) Central Services Workghop

The Central Services Workshop includes: & machine shop with three
sections for machine tocls, heat treatment and forging and welding; a
foundry vith four sections for pattern meking, moulding, metal melting and
laboratory facilities; and an electroplating shop with four sections for

# The criteria gave priority to industries that were (1) new; (2) import-
substituting; (3) capable of using the Central Bervices Workshop facilities}
and (4) showing evidence of management and progress potential.

/ooo
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preparaticn, plating, pdlhhing and laboratory services. All of the
construction work has been completed and the dulk of the equipment has
been delivered. Only the mechine shop is in full operation at this time,
however,

The machine shop has been essentially operstionsl for two years.
Diring this period, the equipment has bDeen utilited at a steadily in-
creasing tempo largely to service the needs of several factories at the
estate (on a payment basis),to facilitate the installation of equipment
wvithin the Central Services Workshop itself, and to manufacture four
lens grinding machines to be utilized for training purposes in Teheran
in support of a lens grinding industry developmer: scheme being promcted
by O88I & IEI with project assistance. More atiention has recently been
given to specific machinery jobs for industries in the region,

'In eddition training activities have been undertaken. Five counter=
parts have received tvo years of intensive training in machine shop
practices (machining, tool and die making or drawing and designing) and
they are now competent to supervise most of the industry servicing,
training, development and demonstration work envisaged with facilities.
In eddition six machine shop workers have been receiving training on the
equipment, Tour of these will complete their apprenticeship in March 1971,
and the remaining two in March 1972, These workers are already capable
of 4oing specific jobs required by industry. The training of groups of
adout 10 local workers at a time in various machine shop practices will
ccmmence in April 1971. This training will be underteken in successive
three to six month courses. A United States Peace Corps engineer is
presently assisting with the training activities within the machine
section of the machine shop, and vill remain until July 1972. He has
replaced four Norwegian Peace Corps volunteers who assisted with the
training of shop perscnnel ia the September 1968-May 1970 period. It is
nov anticipated that & "follow=up” United States Peace Corps volunteer
will be assigned to the machine shop in early 1972 to give instructiom in
such areas as worker safety and proper equipment maintenance,

/ooo
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The foundry shop remsins closed due to the continued sbsence of
foundry expert able to finisgh the installation of equipment and to train
national steff to administer and operate the shop activities. Certain
technical problems remain to be solved in the foundry before it becomss
fully operational, They include: determination of appropriate sands for
the lining of the rotary kiln; installation of & magnetic drum; and the
inadility of the sand mouléding pit and the gyratory screen pit to withe
stand subsoil vater pressurs during the rainy season. It is estimated
that these difficulties can be corrected in adout one or two months by
the UNIDO metallurgical engineer now expected to arrive in January or
Pedruary 1971,

Despite the dalays in getting the foundry operational, three foundry
workers have received training in core and mould making, wetal melging
technology and other relevant foundry practices. Purther counterpart
training and the initiation of short courses in foundry practices for
industrialists are envissged after the arrival of the international expert.

The installation of equipment in the electroplating shop has proceeded
steadily since the belated arrival of an electroplating axvert at Ahwas
in April 1970, This expert has not only bdeen supervising the installation
and initial operation of equipment but has also bdeen advising on the
correction of certain errors in the construction of the electroplating
vorkehop itself", It is anticipated that this work vill be completed by
Fedruary 1970, In addition the expert has been training three counter-
parts since August 1970, It i, enviseged that after the facilities are
completed, industry extension, demonstration and training activities will
be undertaken as a service to the industries in the region,

A mwnmwtmmxormamnummmuc,mm
mmwmm,mmw electrical wiring,
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C. PROJECT RESULTS

1. Prodect Results and Achieverent of its Purposes

(a) [Eatablishment of an Industrisl Estate Aythority
Although the need for an effoctive Industrial Estate Authority ves

recognized in the Plan of Operation, there was grossly inadequate provision

for this aspect of the work , and as a result it did not prove possible to

give broad support to the policy and industry support programe requisites

for rapid ssall industry development until 1969 and particularly 1970. As s .
result project assistance in the realization by 08SI & IEI of the small '
industry policies and support programmes required to promote the rapid develop-

ment of small industries has not yet had much impact {n terms of either the
establishment of new modern small industries or the modernization of equipment

and practices in existing industries.

On the other hand, the project has contridbuted significantly in less
tangidls vays. It has helped to convince the Goverrment of the role of small
industries ‘n the industrial development process, particularly by giving
enphasis t0 the econmmic advantages of promoting ancillary industrial
activities in the large industry centres sstablished throughout the country.

In this sense the Goverrment may well de more disposed in the future to
support sound policy meesures designed to promote small-scale industries vhich
are economically viabdbls,

Secondly, the project has helped to identify and to dring to ths attention
of the Goverrment the types of policies and support prograznmes needed to
promote ssall industries, as well as the specific measures necessary to effect
them, On the recommendation of project personnel, 0881 & IEI has recently
decided to give top priority to policy decisions in three areas regarded to de
crucial for thseeffective promotion of small industry development, They
include: (1) availadility of credit on concessional terms; (2) preference to
seall irdustries in Government stores purchase programmes: and (3) reservation
of items exclusively for production on a small-scale basis vhere economically
Justified, and the introduction of common small and large industry production
programmes for certain other items.

* The modification of the expert component to include experts in industrial
economy, marketing, industrial engineering, industrial credit, and data
collection 1s a roflection of the importance of appropriate policies, promotion
activities and extension and training ectivities for the rapid development of
sodern small industries in Iran. It 1s recognised that the development of 0881
& IET staff capabilities in all these respects is essential. oa
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0S8I & IEI, with project assistance, plans to work out specific policy
proposals for approval by the Goverrment in order to realize these objectives
in the next two-year period (in order to set the stage for vigorous develop=
ment activities during the new Five=Year Plan period). In eddition the project
hes been instrumental in establishing the @dryo of a small industry extension
service and of training courses in various "telds for industrialists. It is
envisaged that these essential services will ‘be expanded as the capability
of 08SI & IEI permits.

Thirdly, the project has helped to demonstrate the feasidility of a
number of encillary industrial estate and modern small {ndustry development
schemes that show good promise of being implemented in the near future, At
the same time this work has helped to provide valuadle training to countere
parts, to point out the extent to which 08SI & IEI is staffed to participate
in such feasibility work, and to determine the ways that such work can be
undertaken most effectively given the national personnel available and
qualified for such work. In this regard a valuable contribution has been made
by the undertaking of a study determining the "preliminary” or potential
feasibility of an ancillary indvatrial estate at Tabrisz, With respect to this
industrial estate proposal project staff first undertook a brief preliminary
survey to determine the best site and production possidbilities :n Octoder 1965,
Together with counterpart engineers from 08SI & IEI project staff carried out
further investigations in October 1969. An arrangement wvas worked out wheredy
s detailed feasibility study (including both industry feasibility and estate
physical planning) was undertaken by an autonomous consulting firm, Technolog,
Inc. located vithin the Industrial Development and Renovation O anisation,
This work wvas financed by the Industrial Credit Bank vhich expected to be
reimbursed in due course from charges for land and facilities to industrieliste
located vwithin the estate. The scheme at Tadbris is regarded to have an
excellent chance for success. In addition there are good prospects for
follow=-up by industrialists on the feasidbility study recommendations of project
and OBSI & IEI staff for nev modern small consumer industries producing
plastic duttons, spectacle. frames and ground lerses.

A number of factors have helped to undermine the effectivensss of the vork
to strengthen IEA (and subsequently OSSI & IEI), vhich should have been
anticipated and taken into account at a much earlier stege. The more signi-
ficant are discussed in turn,

/oo.
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The inadility of the Director of OSSI & IEI to attract adequate mmbders
of qualified staff to date has impaired the adbility of the counterpart staff
to derive maximum bdenefit from their association with project staff, This
has in turn tended to direct much of the initiative for the planning and
emecution of 0SST & IEI ectivities into the hands of project personnel. In
the viev of the Mission this aifficulty also emtitutdo a serious irhiditing
factor jeopardizing the success of the activities now planned for the future.
The shortage of staff vith adequate dackgrounds in the fields of engineering
and economics is in a large part due to the lov salary scales offered by the
public service salary systems and the resultant inabdility to campete for the
best university graduates vith the private industrial sector, As a result:
(1) project experts are not always working closely with nationals in the
planning and execution of project activities; (2) naticna’s find themselves
st tines shifted to different experts and to unrelated types of activity,
making more difficult the training process; and (3) nationals are required
to undertake tramslations of technical reports to Farsi and other such
basically administrative duties vhen their time could be better spent in close
essociation vith international experts helping to prepare for the next jod
assigments. The Mitsion concluded that unless this situation wes rectified
the "institution=building” or counterpart strensthening sspects of the project
wvould not be successful, and strong support to small industry promotion
attivities would not continue deyond the duration of international assistance,
In this connection granting 08SI & IEI legal status asppears to de essential
in order to give it the financial and sdmintstrative autonony necessary to
deal effectively with its serious staff shortage provles.

The lack of any reliadble statistical data on the sise, nature and location
of the small-gcale industry sector in Iran has made it extremely difficult
to determine the bdbasic needs and therefore to plan the policies and programmes
necessary to meet those needs. As a result the industry extension and training
ectivities have been undertaken vith insdequate knowledge as to the priority
needs to be tackled, The policy papers of a number of the experts have been
largely dased on impressions gathered from personal "surveys” of comditions
vithin the country and froz the interpretation of awvailadle import data.
Such vork has been sade more difficult bty the fact that smell industries have
never been required dy law to cdbtein s licemse or to register with the Ministry
of Boonomy. The licensing of amall-ecale industries at this time appears to
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be mainly limited to those industries wishing to move from Teheran to more
spacious accommodations outside of ths city. Some 10 to 20 licenses a week
are {ssued to small-scale industriss relocating outside of Tihcnn’. 08SI &
IEI does not presently even get copies of the licenses issued by the Ministry
of Economy. A procedurs vhersdby basic data on all small industries is
collected systematically by OSSI & IEI is fundamental to its work, Project
personnel have suggested that such dasic statistical information could be

collected 1if all small-scale industries were required by lav to register vith
08SI & IEI,

(®) gavablish o Dewonstration Infustrisl Eetate ot Atvas

While the estadlishment of the Estate at Ahwas has taken longsr and been
considerably more prcdblematic than originally hoped for reasons spelled out
in previous sections, there is little doudt that much valuable experience
has been gained vhich has alresdy proved useful in the planning of 08SI & IKIl's
present and future estate promotion activities. In particular ths experience
st Ahwas has taught that (1) industrial estates, properly planned, can
successfully promote the estadblishment of modern small industriss in Irsn
if undertaken vithin e framewocx of policies conducive to investment in
modern small enterprises; (2) standard factory facilities n22d not be erected
{n sdvance of demand in all cases; (3) related to (2) entreprercurs rather
than 0881 & IEI should generally dear the financisl burden of, and responsi-
bdility for, the constructionof factory lh.dl.: () the number and sise of
factories within an estate should correlate closely vith the actual product
dmand determined in advance ; (5) ths availebility of technical sdvisory
services and carefully planned common service facilities are important factors
contriduting to successful establishment of modern emall enterprises

. -

* The Coverment power and water authorities are presently under instruction
not to provide dbasic utilities to any new or relocsting industries not
possessing a license,

#*% In order %0 avoid tying up its limited financial resources in long-terms
{nvestment schemes in the future, 08SI & IEI now plans to focus on preliminery
sstade feasidility activities leaving the design of factories (vithin certain
predetermined standards) as vell as their financing to entrepreneurs, In other
{nstances 0SSI & IEI proposes to encourage financial institutions such as the
Industrial Credit Bank to help meet construction and/or equipment costs on a
reizbursadble basis.
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in industrial estates, and (6) industrial estates should be set up ae
autonomous coryoratlors with their own management free from the financial
and adninistrative restrictions placed upon pudlic service (08SI & IEI)
personnel wvho would othervise have to assume these functions without the
skilled manpower availability to do so effectively.

It vas indicated above that the estadlishment of the industrial estate
at Ahvaz vas hindered by construction delays, by delays in the provision of
essential equipment for the Central Services Workshops, and by delays in the
recruitment of experts able to install this equipment and to bring it into
operation. In addition, however, the demand for estate facilities dy the
typee of modern small industries deemed by the project and by the counterpart
agency to be most desiradle from the national standpoint was compromised by
the pressure from the Plan Organisation to fill the c.'ate with any enterprises
regarded to be economically viadle in order to help reiuce the heavy capital
and recurrent costs of the scheme to the Govermment: and more fundamentally
by the lack of adequate financial, technical and other incentives for the
stimulation of investament in modern small enterprises, In the viev of the
Mission the Project Manager has rightly given top priority to the realisation
of the policy and programme measures necessary to establish conditions
conducive wvith the rapid development of modern small industries,

At the same time OBSI & IEI is taking steps to correct deficiencies at
Ahwvaz in the light of the experience gained. In particular it is deing more
delidberate in the selection of tenants for the Stagze II worksheds and the
8tage I facilities rematining unfilled or turning over, OBSI & IEI 1s also
taking steps to transfer effective managenent of the estate to an autonomous
corporation estadblished as its sudsidiary in order to free itself from day to
day operational responsibilities there. Finally 0SSI & IEI decided against
proceeding vith the construction of the Stage II factory worksheds as
envisaged in the Plan of Operation, and has decided instesd to make space
available to entrepreneurs vho would then design, finance and construct their
ovn "custom" facilities to their own specifications (meeting dasic estate
standards) vhile taking asdvantage of the utilities and Central Services

® In particular tool rooms able to meet the requirements of maintenance, repair
and manufacture of tools and dies and spare parts appear desiredble, and it 1s
anticipated that future industrial estates planned by 08SI & IEI vill take

this need into account,
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Vorkshop ‘fecilities already availadble at the estate, It is now juiged that

the estate would decome economically viadle after the Stage 1II factories
come into production,
2. Contribution to Achievement of Ntimate Qbiectives

The ultimate objective of the project was to facilitate the rapid
development of modern small-and medium=scale industries throughout Irsn. After
five years of operation the project has not had much impact in terms of
realising its ultimate objective. The Mission has concluded however that the
policy and programme measures necessary for the ultimate odjective of the
project to de achieved could de firmly estadblished in the next two-year
period and that vigorous investaent in modern small- and medium-scale
industries could teke place in the Fifth Five-Year Development Plan period
e & resule.

T™he recommendations of the Mission for further UNDP/UNIDO assistance are
intended t0 help ensure that the policy and programme requisites for the
rapid development of small and medium industries in Iran are realised,

To date investaents in nev modern small enterprises are limited largely

[
t0 those of the Phase I at Ahwas although more are anticipated in the neer
th regard to Phase II at Alwas, t0 the ancillary industrial estate at
Tadris, to the manufacture of plastic buttons and to lems grinding. In
[ ] ves




PART 17: FINDINGS AND RECOMMENDATIONS

A Summary of Fagtors Affecting Achievement of Prolect Oblectives
Although lisited investments in small enterprise have already taken place
as @ result of project supported activities and there are good prospects for
more in the near future, the Mission believes that the main contribution of
the project by the time it terminates should de the realization of a sourd,
coaprehensive policy for the promotion of small industries throughout the
country. As indicated above, progress has already been made in this regard
although much remains to be done,
Seversl outstanding factors can be identified which have contribduted
%0 the progress alresdy made, They are touched upon in turn. g
(1) Project effectivensss wes greatly improved Ly the consolidation of
Goverrment agancies concerned with the development of smcll-scale industries
in July 1968 and the subsequent broadening of the consolidated organization's
scope to encompass (potentially) all programme and policy aessures relevant
to the promotion of small-scale industries. In this connection the agressive,
progressive support given to the promotion of modern small industries by the
nev Managing Director of 08SI & IEI was an important contribduting factor,
(2) Plan Organization determination to follow through vith the completion
of stages I and II at Ahwaz despite the large costs involved, the difficulties
experienced by the sudb-contractors, and the difficulties in locating suitadble
tenants vas instrumental in helping to ensure that maximwm practical
oxperience vas gained from the pilot small industry promotion effort at Ahwas.
The failure of this second pilot industrial estate in Iran would have
seriously retarded the development of modern seall industries,
(3) The completion of estate construction, the installation of Central
Services Workshop equipment and the occupetion of factory workshed facilities
at Ahwas in 1969 and 1970 meant that greater project emphssis could be given
%o the essential policy and progremme measures requisite to the promotion of
small industries more generally - measures that have given 08SI & IEI (and the

project) - greater recognition and support throughout the Goverrment and small
industrial sector.

* As indicated above Iran's first experience vith small industrial

;:::u- ot Kare) during the mid-fifties had deen a conspicuous and costly
ure,
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(4) The improved recruitment of project experts in 1969 and 1970 helped
considersbly to increase the rate of implementation and with it the impact
of the project, In this connection the recruitment of a new Project Manager
able to command the respect and confidence of the Government was an important
factor contributing to the success of 0SSI & IEI in obtaining Ministry of
Economy enactment of certain policy weasures recommended by 1t.

Other factors are evident which have tended to undermine the potential
effectiveness of the project, The more significant are summarized bslow:

(1) The project as formulated lacked proper perspective as to the basic
factors preventing investment in modern small industry in that it vas trying
to promote srall-scele industry development within the framework of industrial
estates vithout first establishing the policy and programme measures necessary
for the rapid development of viable small industries.

(2) In order to remain within the Governing Council allocation figure the
project was not subsequently designed with the numbers and types of experts
necessary to achieve its fundamental counterpart agency strengthening objective.
The fallure of the Plan of Operstion to include an industrial economist to
assist vith planning activities was also a serious veakness.

(3) Particularly in the earlier years the project appecrz to have suffered,
at least insofar as it proposed enactment of small industry incentive measures,
from a lack of Govermment appreciation of the significance of small industry in
the country's economic development . Related to this, the project suffered
from the inadility of project and Goverment counterpart personnel to articulate
& convincing case for special small industry inducements, or to propose policy
measures in a form and manner acceptable to the Plan Organisation and Ministry
of Economy. A mutual lack of confidence in the competence and dedication of
the project and counterpart agency personnel on the part of each in the early
years also hindered project effectiveness.

(4) One of the most serious constraints on the project has been the
inability of the OBSI & IEI to attract and retain the numbers of qualified
personnel needed to participate fully in the various activities being carried
out with project assistance., This should continue to Jeopardise the counter-
part training (or institution-buildini) function of the project unless ways
to improve salaries and otherwise to improve conditions of work are found,

* This vas reflected in the lack of any real attention to the needs of small
industry in the Fourth Mive-Yeer Plan.
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3. Govermrent Intercet in Extonded fesigtance

Mmendment No,l to the Plan of Operation, which is presently bdeing resdied
for signature by UNDP and UNIDO, would provide supplementary funds sufficient
to carry the project through nid-197é. While the Goverrnment has not formally
requested assistance beyond this date, the Director of OSSI & IEI informed
the Mission that he believed international assistance at least through 1975
to be essential in order to maintain the present momentum of work in this
field, |

An idea of the nature of further assistance believed desirsdle can be
gathered from a Mid-term Review report prepared by the Project Manager in
June 1970. In this report the Project Manager identified five priority tasks
to be completed with international assistance: (1) completion of the Ahwas
Industrial Estate (internationsl assistance terminating there in April 1972),
'(2) formulation of proper policies for small-scale industries development
(international assistance terminating in Decamber 1973 in this regard);
(4) development of an industrial extension service within 08SI & IEI (various
' experts terminating assistance in the course of 1972); and (5) development
of credit facilities for small industries (assistance for two years terminating
at the end of 1972 or early 1973).

More specifically the Project Manager estimated the continued needs for
international expertise as follows:

Expert task and field
of specialization HUping
(1) Arwve: Industrial Estate:
Mechanical Engineer Until 1 April 1972
Foundry Metallurgical Engineer " " "
Electroplating Expert Until 1 April 1971
(2) PFormulating of Policy:
Project Manager Until 31 Decemder 1973
Industrial Econmist " " "
Industrial Engineer " " "
Chemical Engineer , " ' . "
(3) Promotion of Ancillery Industry Activities:
Industrial Economist As in (2) above
Industrial Engineer . " "
Chemical Engineer " " "
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Expert task and field
of svecisligation Tinine
() Industrial Extension Service:
Tool and die design Until 1 April 1972
m Sl'itﬂins " " LU
Marketing (18 months) until 1 April 1972
Cost Accounting 12 months) " " "
Chemical Industries 12 months) " noon
Chenical Industries (12 months) " " "
Short-term Consultants (12 months) " " "
(5) Credit Facilities Development:
Credit facilities (24 months) until 31 December 1972

No sdditional fellowships or equipment were believed required beyond that
provided for in the "lan of Operation and Amendment No.l .
C. Recommendations >0 the Mission for extended UNDP/UNIDO Assistance |
The Mission is recommending that the project be extended initially to |
31 December 1972 in order to provide sufficient time for the small-scale
industry policy formulation and programme planning activities presently
envisaged to come to a success’:l conclusion. The Mission is also recommending
that, conditional upon the esiablishment by the Goverrment of certain policy
measures and small industry support prograsmes regarded to bc c-sential for
the successful pronotion of small-scale indwstry in Iran, an additional three
years of assistance (phasing out at the end of 1975) should be provided. T™his
would help to ensure the successful implementation by 0881 & IEI of the small ‘
industry development programme formulated by it for inclusion in the Fifth |
Five-Year Development Plan (1973/7h - 1977/78).
() Recomrended Assistapce durinz 1971 and 1972
During 1971 and 1972, the project should give emphasis to: (1) the
formulation and enactment of small-scale industry development policies
regarded to be essential; (2) the development of 0SSI & IEI capebility to
undertake limited extension activities, preliminary industrisl estate feesi-
bility studies, ares studies determining production possidilities for modern
small-scale industries, and limited training courses for small-scale
industrialists; and (3) completion of the counterpart training at the demon~
stration industrial estate at Ahwaz, and termination of full-time international
assistance there. Each of these objectives is briefly summarised in turn,
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(1) Sme)l-gcqle Tndustry Development Policy

Project and O3SI & IEI personnel asree on three fundsmental areas
in vhich policy decisions are required by the Government if modern small-scale
industries are to be promoted on a viadble, widespread basis. They include:
(1) provision of credit to qualifying small industries on concessional terms;
(2) preference to small industriss in foverrmental purchase programmes vhers
pre-determined product specifications can be met; and (3) Govermment licensing
of mall and large industries so as to protect and to encourage the former
in thoss areas vhers they can be demonstrated to bde relatively economic as
@ result of studies determining viabdle scale of operation. In the light of
the Government's declared policy of encouraging balanced industrial develop-
Bent among regions and a more even distridbution of income among social classes,
the Mission supports the policy priorities of 088I & ICI .nd the project and
believes that they should be tackled vith all possible speed.

(11) Strengthening of the Cepebilities of 0891 & IEI

The Mission wvas left vith the impression that the project was
preseing forwvard vith certain studies and industry support programmes at a
pace too rapid to snable counterparts to gain maximum possible sxperisnce and
benefit. In this connection, it 1s believed that additional emphasis should
be given by the project to the training of 0S8 & IET staff to manage the
essential responsidilities they will be required to undertake after temination
of international assistance. Counterpart training should be of an “on the Job"
naturs in the courss of underteking: 1limited industrial extension activities;
Reliaingry industrial estate feasidility studies; advisory support to
indwtiries vishing to take advantage of liberalised credit, Goverrment stores
purchasing and other such programmes; limited industry training activities
end preliminary industrial feasidility studies (individually and by geographic
area). The Mission is convinced that these small industry modernization and
prosotion activities should only be undertaken to the extent that counterpart
staff can participats actively in them. The pace of such activities should,
therefore, increase to the extent that the nubders and competence of national
08SI & IEI staff permit,

In this regard, the Mission believes that project 085I & IEI staff
should limit themselves to preliainary industrial feasidility studies, and
that formal industrial estate feasidility studies, ancillary industry
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feasidility studies, etc. should be left to Technolog Inc, or same other
such consulting orzanisation under overall 0SS & IEI technical guidance .
Where practical, consideration should also be given to the sub-contracting
of regional industrial training activities to the Industrial Management
Institute . As the quantity and cepacity of 0SSI & IEI staff increases, more
of such activities might be undertaken directly by staff members.

(111) Completion of the Industrial Estate at Ahwas
The Central Services Workshop facilities of the estate should be

corpletely operational by the end of Fedruary 1971. Future project activities
should therefore be focussed upon the training of nationals to operate the
electroplating, foundry and machine shop facilities. The international experts
should assist vith tho organisation of training and extension programmes to
the extent that counierpart capabilities exist to participate fully in such
activities,

The lack of sufficient mmbers of suiteble nationals to work in ths
Workshop facilities constitutes a major constraint on the volume of work
undertaken by the national staff. In this connection, the Mission supports
the proposal under consideration that the estate de re=gstadblished as an
autonomous company &8 soon as possidle, This would help to free 08sI & IEI
of its presently cumberscme operational responsidilities at the cstate,
enadbling it to concentrate its scarce husman and financial resources on other
higher priority work, At the same time it would permit the estaie to pay
the level of salaries necessary to attract and retain the numbers of qualified
staff required to undertake the scope of activities envisaged, Such a messure
appears essential if the chief mechanical engineer and estate maneger positions
are to be filled vith suitadbly qualified personnel in the foreseeable future.
It 1s essential that these posts be filled in the irmediate future if the
personnel concerned are to benefit adequately from the presence of inter-
national personnel at Ahwas. The Mission reconmends that thess experts be
pulled out at the end of 1971.

® The approach taken with respect to the proposed Tabris ancillary industrial
estate scheme should be seriously considered as a model in this respect.

#» It may not alvays prove possidble to find external financing for such "sub~
contracted” technical feasibility and industrialist training activities, and
it may be desirable for OSSI & IEI to establish a small (revolving) fumd to
finance such activities until reimbursed by future estate tenants, bty trainees,
ete.
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(1v) Supmpry of Rurther NDP/INIDO Assistance

The Mission ic recomaending immediste signature of /mendment No.l
to the Plan of Operation (providing funds sufficient to carry out the project
through until mid-=1972), ard from there an extension of six months utiliszing
project contingency funds. The Mission's recommendations for extended expert
services to carry the project through until 5% December 1972 are as follows:

Addi-
Presently Total tional
budgeted proposed “."‘

Amendment by
part Eressnt Mol U“ission m
Chief AMdviser (Alexander) 24, 2,72 31.12,72 8r 8k -3
Ind, Economist (Khosla) 29.12,71 312,72 42 60 +18
Civil Engineer ( = ) 21, 2.69 - k2 42 -
Cost Accountant (Gentlé) - 31.12.72 13 24 +6
Ind. Engineer (Luton) 8. 8,71 312,72 - 3 +31
Merketing Expert (Storsa) &, 7.71 3l.12,72 2 30 +6
Tool & Die Design (Turner) 9. 3.71 31.12,72 24 21 -3
Mechanicel Brg. (Akrem) 22. 9.70 31,1271 70 70 -
Poundry Metsllurgical |
Engineer (Kentisher) - 5n.12.M 56 ho +
Chemical Engineer ( = ) - 31.12,T2 12 18 +6
Electroplating Expert
(Jarrett) %, L7213, 4.7 é 12 +6
Lene Orinding Dxpert .
(Wielaen) 31, 7.70 31, 7.70 - 6 +6
Credit PFacilities Bxpert
(=) - 31.12,72 - 18 +18
Data Collection Bxpert ( =) - 5. 3.72 - é +6
Extension Bxpert ( = ) - - 24 - 24
Consultants (unspecified) - - 23 29 +6
Total ran-months 408 (1)1 +83

It can be seen that the Mission is initially recammending a continuation
»
of existing experts through 31 December 1972 wvith the exception of the Lens

® This would include the Cost Accountant post incorporated in /mendment No,l
vhich is intended to help expand the industrial extension and training
activities of 0881 & IEI,
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Grinding ‘expert post (Which reverted to a UNDP/TA-financed post after

31 December 1970) and the Mechanical Engineer; Foundry Metallurgical Engineer
and Electroplating posts (vhich will be phased out respectively on 31 December
1971, 31 Decemder 1971 and 13 April 1971).

Nev posts in Chemical Engineering, Credit Facilities and Data
Collection should commence in the second half of 1971 for the duration
indicated. The Chemical Engineering expert would de required to: (1) assist
vith policy planning studies as required; (2) help to develop a capability
vithin the Technical Section of 08SI & IEI to provide extension assistance
to industry in the chemical engineering field; and (3) develop the capacity
of the Technical Section to identify and promote chemical processing possi-
bilities vith local resocurces that are economically viable,

The Credit Facilities expert should: (1) advise the Goverrment
on the establishment of a small-scale industry credit prograsme along lines
nov being vorked out with short term Indian bilateral assistance; (2) assist
vith the initial operation of the credit programme; (3) train counterparts
to advise industry on how to obtain credit; and (k) advise on the establish-
sent of equipment hire-purchase, bulk rav material purchase, or other
advantageous financial incentive schemes believed desirabdle.

The Data Collection expert should help establish prcccdures within
0SSI & IBI whereby basic data on existing and nev small-scale industries could
be collected on a systematic and camprehensive basis in support of planning and
programming work undertaken, It is the view of the Mission that this data
collection work will only be undertaken adequately as part of a requirement
that all small industries must register with 0SSI & IEI under penalty of the
lav. In this connection the Mission strongly urges that steps be taken in the
near future to get 0SSI & IEI {tself legally established in order to provide
it with the authority necessary to enforce registration procedures believed
to be essential for proper planning in support of small industry needs.

According to the Mission's estimates, the recommended extension of
experts by 83 man-months beyond that provided for in the Plan of Operation
Amendment No.1 would require an sdditional $152,268% from contingancy funds'.

* A net addition of 34 man-wmonths of the senior expert posts (for the Chief
Mviser, In1, Engineer and Marketing Expert) at $25,800 per annum or $73,100
and & net addition of A9 man-months of intermediate expert posts at $19,470
per annum or $79,18%,
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The Mission s not reconmending sdditlons) fellowships or equipment., The
increase in éxpert costs over that provided for in Amendment No.1 would reise l
the miscellaneous costs of the project by $9,137 and therefore the total
requirements for additional continger:y funds would come to $161,421. It 18
recommended that this amount of contingency funds bs allocated to carry the
project through to 31 December 1972,

(v) Recommended Ageistance during 1973-75

The Mission {s also recormendinz that assistancs be extended throuch
December 1975, if , in the opinion of ths Project Manager and the Resident
Representative, the Goverrment has, by December 1972, taken the steps
necessary to establish the policy measures and small industry support
programmes regarded to be essential for ths success of the small industry
development schemes nov being proposed for ths Fifth Five.Year Development
Plan'. This continued assistancs should be designed to help ensure ths
successful implementation of the schemes incorporated into the first three
years of this Plan. The expert assistance being recommended for the 1973-T3
period is considerably more modest than that provided in ths 1971-T2 period

and is designed to phass out complstely by December 197S. Specifically,
the Mission is recommending expert assistance in this period as follows:

Total
Man-aontha 22 ) A3
Project Managzer 36 25,800 25,800 25,800
Industrial Economist 12 19,400 - -
Industrial Ingineer 36 25,800 25,800 2%,900
Short-tera Consultants b 25,800 25,800 -
Total: 108 96,800 7,400 51,600

These project costs would be financed from ths Iran country programming
target figure wvhich will become operativs in January 1973.

* As indicated in PART II (C) these include estadlishment of: (1) a credit
fund adle to meet the dasic needs of qualifying swall industries; (2) a Governe
ment purchase programme giving preference to small industry vhere predetermined
product specifications are met; and (3) a Goverrment licensing policy vhich
protects and encourages small industry vhere they can bde demonstrated to de
relatively economic.

/ooo




- Ul -

D. Ggverrment Countervart Contridution

The incresse in expert g¢rets proposed for the 19T71-T2 period vill meen
that the local operatin. it odbligation of the Govermment will incresse by
approxinately $22,842 in tai. period. The Mission was led to believe that
the Government was fully sware of this increased obligation and vas prepered
to accept {t,

While the Mission was in Iran an agreement between the Indian and Irenian
Govermments vas reached vhersby the former would provide the latter with
shorteterm assistanoce in the field of small-scale industry development. This
assistance has been closely co-ordinated vith that deing provided by the UNDP
and UNIDO to 0BSI & IEI and includes: (1) a financial adviser for two months
starting in January cr Fedbruary 1971; (2) three teams of specialists who
wvould sperd from three to four months each undertaking economic feasidility
studies; and (3) atudy tours in India for three groups of from eight to ten
ssall entreprensurs in such fields as founiry and mechanical engineering
wvorkshops. The Mission would like to emphasize the importance of OSSI & IR
assigning staff to work closely with these Indian experts, i{n order to gain
saximm experience from their presence. The Mission is not convinced that
0881 & IEI presently has the numbders of qualified staff reqv ™1 to contridute
strongly to the work vhich vill be sixultaneously undertaken by Indian and
UNDP/UNIDO personnel. It therefore urges that all possible measires be taken
to attract the national staff required to fulfil its counterpart obligations.
The Mission left Iran convinced that the greater administrative and financial
sutonomy that would be accorded OSSI & IEI with its being granted "legal"
as distinct from 1its present "decree” status would help materially to ensbls
41t to attract university graduates and to hold them,

The Mission was also lsft with the impression that 08SI & IEI would not
be staffed to undertake detailed area, industry, or industrial estate
feasidility studies in the next several years and that it would therefore be
desiredle to £ind other ways by which such vork could be done. Vhile the
financial srrangement agreed upon by Technolog, Inc. and the Industrial Credit
Bank vith respect to the Tabris industrial estate scheme vorked vell and
should be encouraged in the future, this might not always be possidle, In
this connection 0SSI & IEI might wish to give thought to the establishment of
a modest revolving fund by vhich it could directly finance sub-contracted work
of a highly technical nature.
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The primary purposes of the reviev of the project are:

« to evaluate it in order to determine how adequately its
immediate purpcses are being attained and hov effective
1t has deen or is likely to de in helping the Government
to achieve the relevant sectoral and/or nationsl
development odJjectives;

e to identify the factors which say have facilit.%ed or deterred
the achievement of the project's immediate purposes and
ultimate odjectives; and

= ¢ make recommendations for future action.

The Mission should feel free to reviev all steps in the formulation
and isplementatian of the project and make recommendations as to its
futurs,

In carrying out these purposes, the Mission will in particular:

(a) evaluate the current status of the project, in relation to the

ocountry's plan of develomment, objectives and programmes

for small industry development, and the present and potential
capadilities of the Organisation for Small-Scale Industries
and Industrial Estates of Iran; and

(v) determine the extent of interest in the industrial estate
approach to small industry develorment by local entreprensurs.

If the Mission deems that further UNDP (Special Fund) assistance to the
project beyond its presently scheduled termination date is desiradle,
the Mssion should recommend, for the consideration of the UWIP Administrator,
the scops and duration of such supplementary assistance from the UNIP,

/ooo
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including appropriate additionsl counterpart comtridution. The
possidle NDP contribution and the proposed Govermeent coumterpart
ocontridution as vell as the payment the Goverrment would be expected
»mummsommmummumcmuu
costs, should be discuseed vith the Govermment.



Seturday,

Bunday,

Anoex 11
Isiosrery and List of Persons Consulted

S Decesber: liesting with RPredect Staff
Dr. P.C. Alemnder = Project Manager
mmmw
¥r. E. Cacouris = Second Deputy Resident
Representative
6 December: Mesting with Project Staff
Dr. P,C. Alexander « Project Manager
My, Hans Neilsen « lens Grinding Expert
Mr. Charles Luton = Industrial Engineer
lir. P. Turner . « Tool and Die Design Expert
Mr., 8. Sforse~Chrsanovski - Marketing Txpert
My, J. Gentléd « Cost Accountant (designate)
Mr., Krishan Khosls = Industrial Economist
T December: Discussions with Protegt Jtaff
Dr. P.C. Alexander « Project Neanzer
Discussions at Industrial Credit Pank
Dr. A. Farmanfarmeian - Managing Director
8 Decesber: )oeting with Prodect Staff
Dr. R.C. Alexander = Project Manager
Meeting with 0681 & IEL 9taff
Mr. Hassan Ansari = Managing Director
lesting with Miniatxy of Eeenomy
R.E, Mr. J. Vafa = Deputy Minister for
International Relations
Mesting with Prolect Persoppel
Mr. C. Luton = Industrial Ingineer
¥r. 8. Akhavan -cagumw

Mr. M. Heshmatl

[oeo



Veinesday, 9 Decemder:

Thureday, 10 December:

Meetine vith Project Personnel

D'o P.c. Alm.t' . - PNJM w
Bl i
Mr. A, Nodban = Director
Mr. K. Khosla ' « Project Industrial
. Econoaist
Iravel to Atves Indutrisl Fstate
Riagussions vith Industrial “atate lanagement
Mr. Pakhrowui - Acting Plant Manager
Mr. Rafadje , = Muini.cnance Engineer
¥r. Taherpoor ' « Industrial Promotion
- Mr. K. Khosla « Project Industrial Economist
Yiait to Machineshoo at Latate
Mr. Mohemmed Akrea = Project Nechanical Engineer
Mr. Mohammedi « Foreman and Counterpart
Mr. K. Khosla « Project Industrial Economis’
Peace Corps Machinist
Yialt to Foundry at Dstate
Mr. Modressi = Foundry Foreman
Mr. K. Khosla « Project Induwstrial Economis
Viait to Rlectronlatiog Shop at Estate
Mr. G.D. Jarrett . J - El.ctl'opllt‘nl Emﬂ
Mr. Kamei « Foreman.and Project’
Counterpart
Mr. K. Xhosla = Project Industrial Economist
Yiais to Small Industries at Alns Zstate

Paper Bag Manufacturing Pactory

Par's Neon Signs Factory

Iran, Khusestan (Metal furniture)
Teletex (Irrigation Canal Gates)
Wooden Furniture Unit

Fatehpouri Screv Manufacturing PFactory

foee



Thureday, 10 December

Friday, 11 Decmber:

Saturday, 12 Decemder:

Yisit to Small Indvetries in Surrounding Ares

Foundry. Shop.'Ahvu
Agricultural Implements Shop, Ahwas
Automobile Parts Manufacturing and Repair Shop, Ahwvas

Riscussions vith Proisct Staff at Ahwvez

Mr., G.D. Jarrett = Rectroplating Expert

Mr. M. Akrea = Project Mechanical Engineer
w .

Iravel to Shiras

Mr. Zamansadeh = Regional Director

Mr, Kar:-an = Fconomist

Mr. K. ‘hosla = Project Industrial “conomig
Yiait to Fersepolis

Piscussions st Ministry of Fcopomy Rerional Offige,
Shdras

Mr. Zamansadeh = Regional Director

Mr. Kemran = Economist

Mr. K. Khosla = Project Industrial Economist
Yiait to Small Industry in Shiras

Mr. Dastur = Pump Manufacturer

Mr. Roland Schuler - lanaging Director

Mr. Kamran = Economist, Ministry of
Economy

Mr, Dastur = Pump Manufacturer

Mr. K. Khosla = Project Industrial Economis

Beturn_to Teberan

/oo.
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Sunday, 13 December:

Mondey, 14 December:

Tuseday, 15 Decemder:

Wednesday, 16 December:

Mestine vith Induetry Section Ministry of Economy

H.E, Mr, Bakhtiar = Deputy Minister for
Industry

Dr. H. Thompson = Project Mansger
Mesting vith Project Staff

Dr. P.C, Alexander = Project Manager
KET§A08 i Zoonemlc Amlrale Svotien,

Mr. Kagei : = Chief

Mr. A.F, Marashi - Section Member

Dr. A.N. Reo _ = Project Manager

’
www
Ml'. ro Ttl!b-n.m - mmw
mmmmmw_x_m
Mr. Aseai | - Chief
Mr. Esfshani Zadeh - Section i{ember
Mr. A, Hakin "
Vesting vith Techholog, Ine, .
Mr. Askari = Director
Mr, Naresimhan = Consul tant
Iravel to Isfaban

Yisit to nrovosed Industrial Estate Site, Isfahan
Riacvesions et Ministry of Econogy Regional Office

Mr, Najafi - Regional Director



Vednesday, 16 Decesber: Yisit to Smeld Industry at Isfahan

Technopol Compressor Manufacturing Shop
Hadid Industries Workshop
Carpet Veaving Shop

Thursday, 17 December: Megting at Iran Chamber of Commerce. Industries

and_Mines

Mr, Reza Rasmars = Secretary-General

Mesting vith UNDP Representatives

Mr, Nessim Shallon «~ Resident Representative
Representative

Mr., E, Cacouris = Deputy Resident
Representative

m:'w

Mrc rc M“lti - Chi.f

TG T r——

Mrs, Tohidlew = Chief

mo A.F. Marashi = Section Memdar

Meeting vith 0S81 & IEL Staff

Mr. H. Ansari « Managing Director

Mesting vith Project Staff

Mr. S, Sforsa=Chrsanovsky - Marketing Bupert
Mr, P. Turner = Tool and Die Design Expert




Expert Component Plan of MJ Adv, MJ Adv., TFstimated Total
Operation Provided by End
as Approved (1k/5/61) (10/12/68) of Original
(24/5/65) ProJ;ct

{a/30/10)
Chief Adviser 63 63
(0"Regan~ 1/2/65 to 30/4/69) 1) g
(Alexander - 25/2/70 to present) 6 )
Mechanical Engineer 60 b2 52
Bohlin - 1/'765 to 11/8/66 18 ) .
Herhein - 7/2/67 to 5/2/69 2h ; 52 %
8en - 25/9/69 to 22/9/70) 104
Akrsa - 2/10/70 to prescut) - !
Chemical Engineer 60 36 - - |
Civil Enginee - 42
(Chang - 2\/8/65 to 21/2/69) b2
Industrial Estates Consultant 6 6 6
Tudor -~ 18/7/63 to 15/12/63) b ; 6
Quigley ~ 21/8/63 to 29/9/63) 1
Industrial Economist - - 2h
Nielson - 3/9/67 to 2/9/68) - 2h - 12 ; 22
Khosls - 30/12/68 to present) 20
Poundry Metallurgical neer - ‘- 2h
Cawd - 8/10/67 to 7/10/69) - 26 - 2 ; 260k
Myhraan - 1/12/69 to 1h/k/70) % 2
Short Term Consultants: 15 9 29 20
(a) Tool and Die Design
(Turner = 10/3/70 to present) 5%
(v) Industrial “ngineer
(Luton - 9/8/70 to present) 1
(¢) Marketing
(8forsa - Chrianowski 2

« 5/7/T0 to present)

(a) Ophthalmic lensgrinding

(P. Nielsen = 1/2/70 to present)

(e) Electroplating

(Jarrett - 15/k/TO to present)

“Hotal Ixpert Man-lonths

L I

i
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Industrial Estates 6
Industrial Fstates 6
Industrial Fstates o 6
Industrial Tstates 6
Small-8cale Industries -

Total Pellowship Man-lonthe & 18

* Thres additional short-tern fellowships for counterparts in the fields of
industrial design, marketing and foundry are nov envisaged.



Annex IV

UNBR/UNIDO Fellovshin Procremne as Inlemented

fdhiect of Feliovahic  Mame of Pellov .Dates of Pellovehize Legation of

Isllovahin
Industrial Estates M. Ashmafi® 3/1/66 to 25/3/66  variows (-m’
Industrial Estates A.R, Shafips 15/11/67 to 1/5/68 1India OV
Industrial Estates M. Jahammir 23/10/67 to 20/12/61 X
Industrial Tstates 8. Khaseii 8/1/69 o 22/6/6% Netherlands
Small Scale Industries H. Ansari 9/11/69 to 21/11/69 Japan and Indis ,
Industrial Design K. Besharstsadeh « ( b mos, )***Various (-w)

wour

Marketing - -
Foundry - - |
» The former Project Co-Manager. Me left the project in July 1968, .
L . )

Trained as llechanical Engineer for Almas Industrial Betate but
left Project,
Yot to depart.
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11,

s, lathe 355 x 3000
b, Llathe 260 x 3000
¢. Shaper 850 mm,
d. Shaper 40O mm,
e, Radial Drill 40 mm,
£. Production Drill 35
g. Production Drill 32
h. Bench Drill 19
1, DBench Drill 22
J. Milling Machine 1300 x 303
k. Hacksav 240 mm,
1. Two Orinding Wheel 8"
m, Welding Generator
n. Oxy-Acetylens 2 x 10 kg,
0. Guillotine Shear 2 mm,
p. Roller Bending 2 mm,
§. Polding Machine
r. Niddling Machine b mm,
s. Deading Machine 1 m,
t. 8Small Tools
u, Other
Total
Ioundry
a. Rotary Drum Furnace 500 Kg/h
®. Crucidble Furnace 200 Kg.
¢. Orinding Wheel 12"

6,9%0

7,970
450
3%0
670
370

1,240

1,260
150
6,200

45,530

8,050
1,600

the project

6,137.00

Estimated Cost Equipment at
(“xpressed in

’.@om B

1,892,00
118,00
160,80

8,703.49
637.60
297.80
6716.88
W2k, 00

9,913.00

£.600,00
,272.57

e.m.m
1,510,00
222,24



11. Powpdry (oon.t'ﬁ)

d.

e,
L.
(8
h.
1.

Hauling Eauirment
4, Travelling Hoist Block 2 Ton

11, Travelling Hoist Block 5 'l'on
411, Gantry 5 Ton

iv. Mectric Hoist and Geared
Crane ladle

Sand Conditioner
Gyratory Sand Riddle
Sand Mixer-Miller
Core Baking Oven
Small Tools

Total

II1. Zocge & lisat Trestasnt Workahoo

8.
v,
e,
4.
e,
L.
&.
h.

Porging Purnace
Porging Hammer 65 Kg.
Forge Hearth Double 8ided
High-Speed Heat-Treataent Furnace
Flectric Muffle
Salt-Bath Furnace
Hardness Tester
Small Tools
Total

Estimated Cost Equipment at the

(Expressed in project as per
270 -
480 758,34
K0 -
- 1,642,00
5.9 -
730 1,831,040
1,980 3,450.00
690 1,375.00
22200 2a536,00
17,490 21,808,98
1,780 1,264.00
3,250 3,315.75
210 3k, 96
W60 T19.00
1,560 1,3kk,00
2,020 1,838.50
950 1,012.90
2800 =
12,230 9,859.11

7,052.62



Estimated Cost Bquitment at
(Ixpressed in the project as per

V.  pastern Making Workahop

s,
b,
C,
d.
e,
£,
8.
h.
1.

Jo
k.

3.
Re

[ 1
v,
¢,

Chain Mortising (490 x 220 mm.) 720
Hollow Chisel Mortiser (TWO x 160 mm.) 880
¥ood Turning Lathe (915 mm.) 780
Circular Sav Bench (915 x 865 mm,) 840
Band Saw (860 x 860 mm.) 1,080
Sav Sharpening &
Electrical Bend Sav Brasing 110
Scroll Saw {390 x 390 ma,) 160
Combined Belt & Disc Sander 1,180
(2500 x 800 mm.)
Vertical Bobddin Sander (560 x 650 mm.) 900
Knot Hole Boring 20
Moulding Cutter & Tools Grinder 1.1, W T20
Rigid Spindle-Shaper 1,M0
Small Tools 2.0
Total 12,010
VI. Rectro-Plating Workshop
Copper/Nickel Plating $,290
Chrome/Zing Platting &, 700
Barrel Plater 3,170
Tin Plating 2,050

d.
e,

Boiler (Estim ted)

V11, +ed C
Sub~Total 129,000
VIILl.preparation of Finsl Report 3,000

Iotal Foulmpent 2280000,

33a22,70

3,51.63

3,511.63

13,163,00

a0
Total ﬁ"'g%' %
2100
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1. 8teel fumiture,
theruos flasks

2. Neon Bign Boards
3. Wood Screvs®

b, Irrigation Camel
GCates

S. Vooden Furniture
6. Paper Bags

T. 011 Company Equip=-
sent Renovation®

8. Refrigerstor
Cabinsts

9. Milling Stones**
10.Kitchen Warest*

You

Yes

Yeos

Yoo

Yoo

t0 achieve production,

* Yoo
#8 Nov vecated and space deing realloted.

A+D

A+D

014

4

014

3}

014

ol14

Yes

Yes

Yes

Yes
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