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Introduction
Mackgrourd

The moat notable foiture of dndaciry an lewn i3 that ita contribution

to the groan dumesti. rroduct of the ration rend.ns relatively low.

This holis true dewpr e the r rid scowtr an dnstrisl outyput - 1b.6%h
Per annun over the teciod 19bY.q2 an! ap cxccas of tiat since the oil
price bepun to rise rupadly i Sovember 1972, 'he combined value added
in manufacturing and mimn; waa anly i13.27 of rrosa dumestic product
(GDP) In 1972, nmwin;: fallen Vrom 13,55 in 19b7, “his poor compurative
performance i die to the large and rapidly growing contridbution of oil
and anvillary tertiery eervices to GDY:  in 1972 (i.e. Leforg the booam)
0il already contribated 76.7% of GO0, its contribubion growving at the
rate of “4.07 cver the perind 1977-72.  Lesnite an secvlerstion in the
rate of rrovit Of indunrrial ovtipit sunze 1972, and rutes of yrowth of
apital inve stient in indastry 1 excoas of 0 r.é.y its ahare has

. . . 1
continuel Lo tfall ac 531 incowe han riasen sharriv.

The secont nocable festur: of irduntrial outeul in Iran is its concentrated
composition in term:: of rrodact mux. Nen-durable enngsumer goods accounted
for almos. two.thirds o groas rarufactucings oubout in 107771, with
processed food and ocverages contributing 76,67 of the total and textiles,
including gurments, another »0,1%. Fabricated metal proiucts includang
sachinery and equiment conirituted a further 20,17 - mostly transport and
elactrical equipment. This product concentration 1s even more marked
where numbers of estublishments and persous cnpumed ure concerned.  82.5%
of all estublisiments in lran, awi 81.0 of all pellsons onguged in industry
were in the processed fooda, textiles and purments, and fabricated metal
sectors.’

1 Data 1in vhiv peRragruph from IHR0 "The <conomic Development of Iran®
19730 Tabl) = 5010

2 Data in this rarapraph from Aprendix Taeble 4.



A third feature of indusirial developoeut in Tran 1n ita rangrajnical
concentration. Huch of lrav 15 covered by deserts and moantain ranges
with restricted availabilily of auter.  Four of the ftwanty stutes of
Iran (each with one of the Jour man rivéra) udcoitad DHr 7t.45% ofe
£roes ‘mdustrxhl outpul in 1'9'/;)-71, S8, 1% A walue sddod, T e
persons enguyer. and £4.72" of all industrmal ecatablinhments. Of these
four statas - Central Mrovinee, kast Azatojun, Khuze:tan and lsfahan -
Central Province, which i1nctutcs Tehran, jy moat important with 60.60°¢
of gross output, €9.70" of value uided, :‘75.27”'- of rorsons employed and
36.8% of cstablistments. ' ‘

A further distinmuiching churacter: stic of [ranian induatry 1s the
praponderance »f rmyil arale unita, Of the 165,780 industrial units
identified as guch in a nation wide survey in 1970, no leca than 97.5%
were firms employing fever than 10 m-.)ple.? Governmen?, du.tu’ lrdivate
that in 1969, 172,%8 sual) nnite, 97,104 of all estublisghmnta covered

hy those data, empioyed 66.15 ot the ‘*otul industria! labour foree, und
contributed ‘}',5.8_'» ¢f industrial value added (74,17 of grosns output),
Another survey in 1970.4 indicated that 97.59% of the 167,619 establishments
employed fewer tuan 10 workers, employed 72.4 5 of the totu: industrial
work force and contributed 32.1%" of anlustria!l valun added (37.0% of gruss
output)s By way of contrast, this ~urvey showed the 335 firms employing
more than 100 people as cuntribut.ng 51,50 of industrial velue added
’844.6% of grues output) with 17.5 of tho industrial work forae.

Industrial Yolicy

The parameters within which policy makers in Iran bava io formulate

their induntrial policy framrwork have hoon Funhed back by the recent
substantial increase in revenues from oil, Chis han necorsituted a
complete re-evaluation of the objectives of and plans for industrialiration

in Iren. 5o far no nev fully comsistent framewnrk has teen developed.

Data in this paragraph from Appendix Mable 5.

Both figures - from Table ) - are widely baliavod to be nnderestimates
due to a lack of full coverase for rurs) units,
3 As repranted in IBRb, op. cit. Tahle lz.!7.

Conducted by the orjumization four omall -cale industrie: in Iran.




The current ndustrial pol: Yy cousy e canwi v of & e of ad hoc decisions
conoerned wi.h & wide variaty of isrnes, peseihllities, and ruonatraints,
Iran's positien 13 wun:vae and wmgyguently uncertainty anounda a3 to the
rt:htive werits of alter.ative policy decisicna. Fa2id industrialigation
is an objective ~{ the Lranian Hevernment By ttois rot cleur yet what
that seuns 1n quuntitetice tepi.y. Consequently, it is not koown with any
degree <f ~ontiicnc: wrat elenents aaoald be iacorporated into industrial
poliey in wruer to cnaire tht rayid andustriaiizetion will ne attained
with maxina o1t yency. the picture o Tnrtner complicated by a wide
Beasure o uncertainty as bo where fran' compurntive advantage in industry
will lie wren the dust of the oil bo m has sottled,

Ae of now the most the out+ids boarrer can nes amid the (underntandablo)
confugion 1n that various conitruints nre teing impnaed or. the industriale
isation rrocesy und thay ot hae decinione have ben taken in rosponse to
the spocific insv.g mentioned hove. Bat purven thal the objective 1s as
rapid an industriulization ye pos:ible, orn the basis of the vesources
available, we an ideatity the two muin reaten along which this process is
being puided. Firat there is the larpe 32aiv developuont of procecsing of
Iran's nuturn! reassurces of 0il, ratural a8 and retallic mincrals. This
is deing carmied out Ly tha gtate se dor 'n ronguriction witn foreign
(rrivate and fovernnent ) useistanne, Lecondly, private busitesa. both
domeatic and foreign, 1a beiue ancourap-1 to esteblicn -mport substitution
industries as fast as possible ucrosn a wide rarge 2f productms, but with

little suiduns as 4o the astuws selestion of products.

The large scale matiral roscars: processang plants are being developed aa
individual grojec!s, eacn with ity own locationsl logic and its own
indivadual develcpment ot captive infrastructure and cervice fucilities.
Consequently they wure not within the scops of this report. Our main
goncern is w:th the amport substituticn based industrializatione This 18
being based on moce-or-leus fruc issusnce of developrnent pormiis « for
exarple in 1974-75, S0 rermita were iugued fcr niddle to larre scale
plants. Total projectad uapital outlay of ail plaits senctioned in 197475
ie 200,000 million rials, Of this, 5% ia 1n the state sectore The
mrivate sector's 50™ incluies all smaller scule umits. 1In adiiticn to the
ready avaflability of permits, import sutstitution is encouraged by a
prutective commercial policy and free availability of fureign exchange

for imports of reaw materials, capital equipmnt, and technical assistance.
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The free availability of foreiy. exchange im in fuc. openicg up new
opportunitiss fu. import substitutiun, an more ant nore nev jroduuis
are introduced onte the Iranian market. FAownver, while this
induetrialisation €r import sabetitution te oroccedine rapidly on the
basis of the ready uvailabiliiy of Coraign evchurge, it ia beginning
46 be realiged that the industries baly, croated are heavily impors
dapendent. Ther will not bte atle tv gurvive afier ithe cil revenues
begin to dacreany unless alterrative aocurces cf fereisn exchangs can be
aspsured. Although the modblem hus leen re.dyymized, little has been
doive.to generate the required leve' of axport orientation into the
industrialization yrogramme.

The main construint on the industrialization ;ruceus, [or the nresent, ie
Iran's abeorttive caracity. The duvelopwmnt nf rew {nlistcy can only
procesd at & race constatent with the ramaity of Tran's ~itura) and sunmade
physical infrastructure to cope witnh it. In order to aposd up the process,
and at the sume tima attempt b engure the preitection of a tragile natural
environment, the UGovorraant e ecided, inttially at loent, to ajlow
induetrial davelc.ment in A restr.cted nuuber ot locatimg  peorravhically
balanced for socia!l, political and erviconmental reasors). In this way

it is hoped that the eceoncmlos of gseule of loralized infrastructural
dovelomment cun be realiszed. It 1a fe!* that thra poli:y of concentrated
davelopment w»ill also help in the process of urbanizing the popuiation and
developing it intc an indusirial work force. 1t should be pomsibla to
reap economies of scule 1n the developmunt of vocial intrastructure and
ceducation and truining fucilitiea.

'This policy of concentration 1s tased on the old uystem of industrial
soning, which aroae {in 1967) froum the decicion tu prohibit all further
exmnelion of industry in or within 120 kilumetrus of l'ehran. At that thb
pollution, congestion, and water supply problems were felt to have reached
critical lavels. 'Inder this policy fuur ¢ities were initiarly ilentified
as sonee for industrimi development: Tabriz in the noith west (or heavy
induatrys Rasht in the north (on the (aspian Sena), and 3tarnz in the south,
for electronices and elactrical industriess and Jafahan in the centre of the
country for ateol baned products (uaing the steel f-om tle steal mill
alreasdy loouted there), and ligxht conmuer goods. Later, the eastern
border state of Khcrasan, the town of Arek (about Z0C kiloratres south weet
of Tehran), and th) eouth waat "91f stat- of Yhusestan were identified ae




sones {or the dovelopment of faod jrevae,ngy, a' wwinium Launety, and Pmixed®
industrics re pertavely. ioopenctio s 1ottles new anitug ria: dovelopment
took pluce in Khorcsua ar Tetatsin, wivtie Lhe 4 o 20nn di oloped mope or
lese according tn piur. I addation naplung t, asoruanecus, indastrial
growth occurred at town: jJuet over the 120 viporetree ooaindary S0 dehran.
They were thius close enoach 40 b g ed from Senra =t el hoald of fices
and to berwelat troo tro gmwor ity of Governmnenn Uiicen ard g caa tal's
commercial irfra~tri tup., The tw - mun ~oneeec of auca Jdevelopsont were

Dasvin 4o tiw aes! and Sav.r to Lhe oonth,

The old nyr~iem of comr v dradine drititrin dovelomment ihernfore led to
haphme.rd 1o wt1r of dindaster cvnund the yoned towas nd g ontaneous ;rrowth
in mon-zenct towne s An o ovow element aao1'y industeaal etratecy the
Uovernmen' iu identilying more loxyn for vavelorment and taking steps to
ensure thul ull (or wo-+t) new piante aitl Ve catabliched on industriul purka
(sometimesn calict insuntrii Lowns, due to ‘rorglatieon probiems). Thoae
are sruciully conutructed Ly povernment-cponsore! npencies for the PUrpoda .
These parks, dizcussed iy sore detusl oo luter section, will rrovide

with developed tand and wil weccasary intreatructiure and scevice facilities -
on which to 'mull their wwyn fuctories. A% the same tuee they will ullow
the Governuant to cnsure Lie prote staen of %) environrenty yrevent over-
erowding in thte towns;  prevent over! solopi i witt 1 reet te (1in1trd)
wvater ant eneriy surplaic;  and ensur repionally Yalar o growth. Also
they will ensc the prebicns of develojane the avcial intraairuciure by

allowing economica of scals *n Lhog, fevelormont to be reapedt.

The industrial yurk progrumae io nrecilically de-irnad Cor middle to large
seale intuatr; . Litvtle serious thow it ia Yeiny aven to the deve)orment

of smull weute indastry, wnich 5o beany left to 1ts own devic~r within the
flexible nclicy atricture concerning imopin of apital and rar nateriais.
The pogitive meusires wnion ure boaing introaduced are veing channelled through
the Orgunizaticn ror Sasll Suale Industeres and Industriul Fetater of Iran.
(hereuftor' Gisl)y, an offshont of the "inwatry of Uconomy and Yinance. 0sSil'a
contributirm lwn g0 tar buen marg.nal. {(ror rxazple it ha: only provided
tochnacal anuiuiince to about 100 Yehran besed amsil anits sut of the
estinmuted 165 thousund wac untts in Iran.)  Tnis 1s due 1o luck of ataff

and fanance, which re themuelven due to o lack of #iii cn ile part of tha

Vovernwent to estublish a meaningiai pulicy towards small soale unitdg.



Mach of O351's eifort has wone irts develonin wid mankxin, the one
industrial estate in lran (v Ahw.o: in the souts west), and into
Plaming the osti'! alment ot others. The lans of asecious concern
oxpressel 1n Iru's duzirial policy for the zmall icale sector 18
further intiuai~i hy the a~t trut anly faor nes industrial estates

are in the uctive lannirs stlade 1 079, aed only one nf these can

be said to be darived Trom iviustrial o, iny cblertives. The remainimg
three emarnate Cron recionat coliny Jariviong, “eteile of Ahway and the
planned e.tates ure siven 1n later rections

The final point which should he zad. here (on lrun'e industrial pelicy)
ooncerns the Governient machine itself, fran'es yovernment bureaucracy
ie inefficient by any atundard. Jt ie aluo overstaffed but additiomally
there is a chronic srortage of truined uni experienced specialists,
Those that therc arv ure wwure that problens exist Lo which they simply
do not have time to giv. attaut:ion., 1o the context of this report, for
example, the roviued Fifth Five Yeur Plan calls for the establishment of
at least 30 rew :ntustrial costater, vherses only four arc 1n the active
planning stape ani it is vnlikely tha: any more will he estahl ished
withan the five your pericd, over thea. may rot astually e operating
within that period.  This 15 row hecsuse uny deciaton han been taken,
since the reviaed plun was writien, to aloe fown the deve lopment of such
estates, but becus » among alt the wany problemy facing Lhe compe tent
Vovernment cfficrale, theae wuncerniny the eatablia‘ment of new eatatem
are not recormized as demandin.g Priority uilncation of bureancratic
reBOUrces - or increasingly soarece Lovernment Cinunce. The i1mpre-rion
18 thut the sane resources ailceated to wrper scale indusiries will, in
She short run at least, have @ iarrer rey-off in terms of meeting the
odjective of rapid industrialization. dome ~f the consesusnces of the
lack of attention given Lo the develomment of industrial estates for
small scale indusiry #ill become apprent v subsequent sections of this
report.
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AFWAZ INDT3T (14l ESTATE

Riatery

Ahwas Industrial Fatate (AIT heroafisr) .o the only one recugniied as

an industrial estate by the Iranian Govarnment and in the enly developed
sotnte of any type. It im not clewur now whave tha iritiative for
establishing the nmtate came from - the earlicnt reference to it in the
relevant files 11 the terms of reference of a "nited Yation fessidility
mission which wus ovarried ~ut in 1900, This preliminary mission was
oharged s0laly vith identifying ard werking al'srnative sites for a
demonstration, <r wolel, industelal eeta‘e dunisred to belp modernise
small scale inlustries in lran.  The misslicn insjacted many sites, and
proposed tho cluice of one of several joselile sitew at Bandor Fahlevl
on the Casiian, vr ar & necond bert,one 0f ~overal possible siLes at
Awaz in Kruzestan statn in the south wemt ~f Jran., 4 ancond U.N,
mdesion in 1963 dinmisred all the wiine At Pandor Taklavi on tne grounds
of imadequate supyliam of pure water, and recommondud the arlestion of &
site at Alwaz. This misnion (rarriad ont Ly ".N. conuwultunts, Messrs.
Tudor and Qui.,.ley) inspecled mevertoe . popaible looutie 3 in Iran and
eleven possidble sitea in Ahwa:. Theys prelerrrd Ahwar bocoure 3t had
good road and rail connectionn, wan cloaw to a mujir ea;ort (¥hurranshehr),
oould drav on water and jrower fruw ihe Purlavi dum had adequate supplies of
skilled vorkers (heing wvade redundant from nearhy ¢! comoanies', snd had
"an excellent indumtrial atmogphere”.

T™wdor and Quigley identified only two rae naerials svasilabls locally «
matural gus and basamse - both of which were was'e producte of existing
industries. But tiny did provide w long list of products suitable for
small soals unii~ which would have required their raw materials to be
imported either from abrosd or from elsewhcre ir Irun.  Ihey recommended
that the estate should be developed in thrae stuges. Stages One and Two
would have involved tha develoment of 500,000 syuare feet cach, including
the oconstruction of factories covering 70,000 and 167,000 square feet
zespectively. Stage III would have invoived developing 1,000,000 square
feet, of which 196,000 would huve been UJovornment conmtructed factories
and 500,000 would hmve besn land made availabtle o firms o construct their
own factories.
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Aprt from its function s u dewnastration’aolsl oopie, udor anl Quigley
aleso expected tle * AIS would sake mipnift wnt ~ortrivatisn te iotag
industrial employment und rreductisn in the ree.  hin thay oxreciea the
sstate to employ eome O worker: when (omplated, ouvired Lo 1th; 0971
workers employed In ali iniugtrial unitem in Ahwa> in 7% < Aul of ¢ cotal
population of about 210,000, They erjected that tro o coployme,t
opportunitien could be created tor o total ovtls. of /4.47 nid'ti . (Cnes
established they ermrcted the esta’s to be wif-.utf) 1cnt, :n that rents
charged would cover «ll running coatn. They did not exvect any rovenne to
accrue {rom central workskops, which they peoorpend o whesld be left to
private enteririae an wnd when the neod arcse and wian ddentified, Thic
mission alro mad, runy subaidiary recormendationg, auci as that the estate
be provided with a weste treatrent pluv’ and that all faectories anl offices
have air-conditicring installcd ms origiral equipment.  {Ahwez suffers from
extremely hot summers).

It was some four years before work bepan (in 1960) on th. actual construction
of the estite and in the event the only ¢n9 of the majrr recomendition made
b Tudor and Quirley which was a ccotud was that the eataie nhould be
looated in Ahwaz., The five vear delay detwver. the pubmimcion of the
feasidility report am the commmnzement oy prodiction wan .rtly due ta
difficulties encountered in establithing & technicul sa:ictance team, and
mrily dus to defaults and def-cis on the art o7 the contruetors reiained
to conetruct the cowte. The United Nations project to provide trchnical
essistance wus apyroved by the Jranian Covernsent en! the Unitsd i ticns in
1963 dut the project docwent was not s.gned until Ny 196%, al uhouwn the
Woject munaser was apiroved and apjointed in Feviuery 1965,  delwcan 1965
and 1968 delays wers caused by difficulties encountered in re:ruiting
relevant forei,n exports and by the difricultics with the contractor slready
antioned. In the event the tirst unit eent into production in 1969 und
soatracts for all the units were signe by 197) - although some unite are
otill mot in production.

Anfrastructure and Construction

™he estate us it now exists (and there ure mo rlant to eatend 1t) cmelgte
of 24 factory unitr. The unita are in three sizoms elght 'A' unitn of

188 square metree on plots of 2601:2; eight '5' unita of 165,1" o plote of
4”-2| and eight 'C' units on plots of "..?va‘m?. The total faciory aruce
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of 13.272n2 hams besn ir-reas d Aligh' ': &® = fev a1.te Luve heen allewad
%0 duild exteneions. 1In adciticn to the factcry vmite the estate slso
has three contrel earvios 'm'kn";ov;ni, & funct house, an adtiinintration
duilding (containing & port ofiice, bank, sunfere.cs room, snd showroom

in addition to tne aduinisteaiive >ffinen), ond wnrious arcillary buildings
(ouch an gatehouns, pnzhouse, rl coiwrat: ‘e ahos £ the work forve).

The land for the ea'r o woo puaicel ~erd trom fhe Yeticnal lrsnian Cil Company
(M10C) for two miliicn rtuie (Rlwi.  Inltdully the land mad no scoess to
any utdility sevvices: all ihe-e rujairel ad to be inantalled by the sstate
authority. The tota, eo5t of Jevalanin: *ne lami - L.e, inatulling water
supplies, #aste dispornl (4 42t/ en, 1eade, eacloaing a1ls, purking area,
and grvrdena wic. o @atiiied n, shout Klv 42.67 oillion® (including
engineers' [ees vi Rla [,24 1itlinn), e eonsteuction conte of Lhe 24
faotory unite im wut.mated ot Qin 0,74 2ill on, the eentiral rorkshops at
Rle 14.44 nillion, *he 7-ut hoiso at itls %90 atliion, the administration
bilding at Ris 8.38 @:'iiom, and arcillary end misaelluneour works at

Rle 15.9 milljorn. e totul (et of devalouping the eaiase, inolunive of
buildings i= Ple 177.18 - or s proximately Riv 13, 35C per square metre of
faotory sace In acdivion, a lurpe shure of the (unt.l 1915) #1.37
million costa of tis U.N, proje.t should be ~cuntel as develomment ocosts

of the estute - say ¥ uiiljon, «r Rlm 67.% willion (at the averase exchange
rate over monti of the pariod), giving an ovaral’ cavelopment and conetruction
oost of Rlr 244.68 ri ltun, or Yls 18,4 mor square mna're of factory epaes.

Managewent

The managencnt of the =state i in 4he wndr of & resilent mancger (curremtly
& governsent official aypointed (rou 05 f's Tehran stafl) suirorted by a
loanl staff of 68 (including 1Y gurc :nere who wainlain the extensive land-
scaping of the estatv). The vatate maruger is responsibls to the (scting)
managing dirsctor of OSGI whe 1EA, who npsrates #ithin the adminietrative

- - e

1 Machine shop, foundry, and visolroplating shop.

2 All eost data 18 in Lurremt prices, date 7ot being availabtle in & form
whieh would allow conversion to -unatani prices.
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strveture of the Viaiatey of Fociouv 4! ia res onuible to & minieterial
level governins cow .oil.

The local muneyrr anl his steff are re: poniibie for the duy-to-day running
of the eetats including thke contrwl far tlitick, tiw maintensnce of the
feclery units, aw' for negotiating ity locai ani central fovarnment
officee on behalf of tre firma oun ti~ estmte. ‘iegotiwtions with centrael
govermmenit of fices on such .gxuee ar raw materiil peruits ani credit
facilities are usually carried on via the office of the Vamging Lirector
of 0981 and IEA. The Managing Uirector is alen reeionaidle for ensuring
the correct inrlementation of government rolicy towards the natute, and the
units on it, and for the negotimiion of the catate's buigeting allocation
and finance for exj;unsion and davelorment.

Ahwas 18, then, mesn as a government apency with ite expenses coming out
of the centril posarmient buiret. Its ex'ences are heuvy. In 1974-75 '
the salary arl ullowances coat of the manurer and his staff amounted %o
R1ls 17,05 nillion. In addition the office expenses of the central
fecilities and administration wers Ris 2.°5 milliont their utility coete
wera Rla 2.09 nillion; the comt of ¢ffico and vardet equipment and
furniture for t' - guest houee (pluu mpa.o rarts) wan Rls .74 million, amd
infrastructure (roads, buildingn etc.) repuir costs were Rl 0.50 million.
Thaas the total current dire-t cost of running the estate in 1974-7% wae
Rle 26.93, independcnt of thn indirect costs arising from that part of the
work of O851's central offiue which weru attributable to tho estute. The
direct groes running coet rer squurs metre of factory epuce was, therefors,
Rie 2029 on an annual busis, as aruinet the reported aversge annual rent of
Rls 207 per square metre.

The eetate’'s inccue froam renting the factory units is estimuted at & total
of Rls 2.72 millicn 4n 1974-7%, (on the busis of monthly rents of 3,978,
7,380, and 18,900 rials per month for the A, B and C unite respectively).

The eetate also obtaine income frou charpes for work done in the central .
workshops end from the gucat house. Fayments received hy the Central
Vorkehops were estimated at Rls 2.81 million in the last full year for which .

accounte are available (1973-74) and the inccme from the suest house wae
ostimated at Hls O.% million. Deductinrg the income from the gueet house
and central workshops (arsuming no increases in 1974-7%) froa the total




ruaning cost. in 197479 irdicates t.at Rly 1795 par m p.a. would be
notionally recoverable an rent {rom the unite. Given that the rent
aotually recovared ims Rls 207 jer m? Defey the implication is that the
factory units are "costing” the government, in current terms only, some
Rla 1588 per squara metre per annum, T wo add in on allowance for
devalopment coats at 10% of ths tutul, per arnum, then the notional
"gubsidy" maid by the Grvarnment to each of the unite is of the order
of Rls 2923 per & pPed. dgnorang the U.N. contribution of Rle 3432 per
32 pea.

On a factory by factory basis thie amounts to “ls €4%,216 p.a. for A

sise unite, Rln 1,720,660 for B e1:e wnits, nnd Rls 3,795,792 for C Bisme
units - or US £ 9,331, 18,115, and ¥ 54,892 resprctively at current
exchange tuiesa. Dy way of cumparieon an eatimte" of rent subsidy

(1.e.  the diffarunce Yetween rents paid Ly units on the cotate as asminst
those off it, but not alloving for differeniisl sizes) per faciory unit in
1973 gmve a figura of ¥15,000 pea.

ihe Units

It was oripginally irtended that AIT suaould Uc & Jdemcastration estate for
omall scale iniustrics, weenrding to the Government of Jran's definition

of that concept. This definition vacs & nouble criterion: less than ten
workers or & capital invostment of less than Rls 7.5 million., It proved
impocsible, however, to allocute all 24 units to srall scale firms - largely,
it 1s bdelieved, bocause credit tacilities at the time were made available by
the banking system unly on the basis of collatoral in the form of buildings
sped by tte (drmy, uni AIR cents the factoxry wnits to flms. Similarly,
initial hopes of attracting firms which used local ruw materials, or which
oould be serviced by the untate's central workshops, or were locilly based,
had to be dropped in order t¢ rent all the units as soon as possidble. In
addition, the requirement that firms renting the units should all be engaged
in industrial manufa:turing activities was dropped, ae was the original rule
that only one unii could be rented by each firm.

1
By a World Bank remearch consultent in a confidential report.
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Luta on the imdividual unite ig ncart ani what there e s of uemiicnable
voliarility. For exsmple di"fereat nourcen disagree 8s 4o whotrer firmg
ate or sre nol in operation, an to {lw nature of theli businean, nnd ey to
the numbers of workers they emblny. No cate si ell in aveilabls concerning
i ISinancial operations of tue iirte, their capital stock, or evoan output
n a relirhle bacis,

a4ty bacis f the latest CUSI and UN Project data [mree Table 6) it appears
that fifteen firme currently yent 22 of the 24 unite available, one B unié and
ong C urit bning vacant., Of the 1% firme, {ive rent more than one unit,
acoounting for 12 units detween them, len:ing ten firme with one unit each.
vight of the fiftcen firms have ownerr basod In Tehran, or are subsldiaries

+ firmy basedl in Tehran.  Two of the unitwe with abgentee owners are

«rrged hy members of the AIE staff on a rar! tige basis, and two O units

“1o uget golely ap warshoueen Ly & relative of the Shah ongaged in supplying
squipment Lo the oil industry.

1] but five of the units are enguged in metal bared induniries (although
two othors have non-wetal bused ancillary sotiviiles). The five erceptions
o & farer bag maker, A plastic toy muder, a nnon migm L..ker, & wooden
furniture muker, and a printer. Only the printer, paper bag waker, and
wooden furniture maker are thought to be bamed on the local wariet, the rest
are all believed to market their outrut in Tehrarn, either through Tehran
*ranchas of their buvinesses or through wholvealerc. Oily *he plastic toy
mker and a wooden screw manufactures are thuughi by 0531 ever v nave
sxported it all, und ithen only to Fersian Gult “tatea in minor quantities.
As far as 1t =us ponsible Lo dimcover, all the firme obtain &l)l their raw
raterizle from ahroud, either directly or indirectly via agents in Tehran.

In terms of iho International Standurd Industrial Claasification (ISIC)
oyster, und uming 1974~7% "N project duim, most - 54.6% ~ of the output of
ATE fell into group 38 - "Pabricated retal jroducts, machinery, and equip-
ment".  Ssoond in importance was group 34 - "Paver mroducts, printing and
mablisling” - which accounted for 26.47% of total outvut, *Wood products,
including furnitur (ISIC group 33) accounted for 3.2%, and 13.8% fell into
grcup 39 « others (neon signs and plastic toyn). This product mix differs
from that of industry in Iran es a whole {in 1970~71 swe Table 4), where
56.2% of all manufacturing output falls into moups 31 ("Food, beveruges and
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tobacco”) and 32 ("Textiles, wearing e.vparel, and leather producte®).
The product mix of AIE output also differs from that in Khusestan (also
in 1970-71 - the statc in which AIE is located - in which groups 31 and
32 also predominate (although the presence of & modern steel works biaees
tho output figures for the state, with 59.07 of grose output being
produced by 7.6% of the industrial work force).

AIF is also not typical of Iranian indusiry am a whole in that larger
firms aro more than proportionately represented on the eatate. The

53.2% of firms on tho estate in the 10 to 49 employees category in 1974-75 -
even using the minimun enployment firures of Table 1 - compares with the
2.1 in 1973-74 in tha’ category for Iran as a whole, the 2,17 in Central
Province, and the 1,26 in Khuseptan. This teniency towsards larger firme
ie contrary to the original intentions of those estabdlishing the estate
and indicates the difficulties found by the AlE administrators in encoursag-
ing small acale firms to locute on the estate. This tendency towards
large eize (and grentor capltal intensity) is reflected in value-addsd per
person enguged: for Iran as a whole {in 1970-71) this figure was 170
thousand rials, in Khuseotan (in 1970-71, exclusive of the steel works) it
was B3 thousand rials, whilo on AIE in 1973-74 the figure was 242 thousand
rials. The t lief of the AJE adminis.ration (which is ot subetantiated
with any hard data) that wages on the estate are well above industrial
averuges is oonsistent with these figures.

The tendency to atypicality of induatrial activities on the AIE has two
wein explanations.: We have already noted the biac sgeinst small firme
implied by the credit system which demands owned fixed assets such as
buildings as collateral.u OSSI recently introduced a credit scheme to
support small scale units without this requirement but it has not deen of
much help because it was made available only to thone units already on the
estate., Of the eoven credits made so far, two have gone to unite not
defined as small scale, two more have gone to subpidiaries of Tehran firms,
two have gone to firms which are suspected by 05S1 of having labour foroee
in excess of the maximum to qualify as "small scale", and only one has gone
to a gonuins small ecale unit.

The second explanation of the tendency towards larger scale units, and
greater than aversge ocapital inteneity, is the conjunotion of the policy
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Irohiviting the eatublishment of new, or expnsion of existing, industriai

unites in Tehran and tre location of tha catats viz-a~viz Alwaz town T» ’
Tehran prohibition meant that Tehran-based industrialiste (not worried by |
credit constraints) who were ccnsidering expanding or establishing subgid-
larioes, wore encouraged by AIL aministreiors to locate in re~dily available
faotory unite on the estate. They did this beraume they were having
difficulty in perswading small unita, currently operating in their tradit-
jonmal bazaar/chopping aree locations in downtown Ahwas, to relooate 4.5
kilometres awsy, on sites off all putlic transport routes and away from
their customers, auppliers, and workers' housing.

The reletively high and incrnaaingl capital intenoity of industrial activity
on AJE « which it hags been Covernment polisy to encourase since the oileboom -
means that tle estate has made little contribution to total employwent in the
nrrea. This is true whother one takes thoa UN jrojrcty survey data of 207
erployees (in. 1974-74) or O551's eatimate of around $00. (The difference
betwaen these two figures is explained by 0551, which believes that most
workers on the estate luve itwc jobs hut that ‘hey are not reported by
secondary employers due to socia) sccuriiy reguletions.) A hard svaluation
of the contriiLution to total empioyme.t in ihe area is ..ot possiblc due to
the absence of up-to-date broken down ~mployment data. 4 census figure for
all urban inductrial workers in Lhe whola of Xhurentan in 1970-71 was 3%,000,
and it is estimated” that there tus bLeon o 30% increase since then. 60% of
the total is in Abwaz itsels. Thie would imply that AIE has only increased
industrial enmpluyuent in the Ahwaz urea by 0.76% on the UN {igures and about
1.8% on 05S1's “igures.

As wel) a3 contrituting little to total employment opportunities in the ares
AIE has failed to contribute infrastructursl or social service spin-off to
the local community. All the facilities which have been developed by the
AIB adninisiration are used entirely by tic estate, and no off-estate
faoilitier, muoh as workers housing, have teen provided. Similarly, the
flanned s>cial amenities complex, including a swimming pool, gumes field,
and recreation hall, for which the Government has allocated 0SSI 27 million
rials, will only be available to the small number of workers on the estate.

1 Between 1971-72 and 1973-74 capital invested in machinery and equiment ‘

by firms on AIE increased by 1817 while employment rose by only 48%, and
wages and salaries fell by 9%.

2 By Atmaz staff of 0SSI.




- 17~

‘reurnily given thet virtually ail rav .aterialr are impo. ted, that most
2anpgers and entromrensurs have been brougnt in from Telran, and that

vory little of tho estate's productior tes enld locelly, the only involve-
cont of the estate with the local comsunity (other than the minor contrib-
4’5 ez lryment opportuniiies) comes via the Uentral Service Workshops.
2rd even this iuvolvemsnt hae Jiminished over time.

Jentpil Serv g Workghopp

Coutrary ¢ 'he rncomrendations of the original U.N. feasibility and
svalustion mission, Central Sorvice Workshopa (USW) were incorporsted into
the plans for AIF prior {o the arrival of uny firme (and therefore of any
norledge of what sort of sorvices would be required or on what scsls) and
sith W puppocrt in the form of advisors and machinery. The three work
5,098 iroorrorated into the estate cre & machine shop, a foundry, and an
';J.zutroplntmg shop. Tiey did not become operational until 1971 due to
'@ lute arrival of machines wna UM exjorte.

i mchine ghop contuins equirment for tool (and part) making, heat treat-
ignty welding, machining, forging, and die-vaking. The foundry ocontains
naiec foundry vquifment, & meitern maki.g shop, & metallurgical laboratory,
ad sand testing machinery. The alectroplating shop is equipped with all
the bacic electroplating machinery snoluding chemical analysis equipment.

.he tucory was thut the electroplating shop would esrve as a demonstration
unit and a ccmuon servioing facility for units on the eotate; that the
“oundry end ancillaries would be used as common service facilities and as
. drmonetration unit for introducing improved techniques to small soale
Joundries off the eatate) land that the muchine shop would serve units on
the cstate an & common service facility and prototype develoment owntre
nd ag & training centre for small sosls units on and of f the estate.
Sractioce, an of nid-1975, 1is far from thia theory, according to a repors
1 the CEW by a UN adviaof.l ‘

¢

irs P.R. lansen, of the UN's 0S31 Projert Staff.




In 814-1975 the electroplating shop had one skillod and two semi-skilled

workers and war working far below capa . ity; the foundry “ad four skilled
and six semi-skilled workers and one other skilled worker in the raiiern
making shop. The sand testing and metallurgical laboratory sactions had
no staff. The foundry and ancillaries were hardly working ot all, due
to both a lack of orders and a paucity of ruw materials. This had also
prevented this section from functioning as & demonstration unit for local
foundriss. The machine shop (with 19 machines) had one skilled und one
semi-skilled machine operator (the udministrative staff of this unit
outnumbered the workers), two skilled workers in the welding and drop-
forging section, and no-one in tho die-muking section. The die-mauking
and forging sections were inoperative in mid-1979, and very little welding
work was being done, while the machine shop'c capacity wtilization was
limited by its small workforce (both of whom were fully occupied). A few
trainces from outside the cstate were receiving instruction in the machine
shop, but teaching was limitod to tlat which could be provided by the one
skilled man.

While the detailed difficulties and inefficicncie= of the CSW would gu
beyond the scope of this report it is clear that they are falling far short
of their theoretical objectives. Exrert opinion exrrensed to the author
was to the effect that in the four yeara they had been operating AlE, Csw
have acquired a reputation on and off the estute for high cost, lcw quality
and late work on job orderu, that demongtration objectives have not been
met at all, and that trainee programies are inudequate. The income
received by the CsSW 1s thought to originate moatly in the use made by unita
off the estate of these fucilities to overcome bottlenecks in their own
workshope. This is reflected in OSS1's estiuate that 80;) of the Csy's
inocome (2.9 million rimls in 1973-74) is derived from jobe for firms off the
estate. Tho bawic faults of the (Y cun be listed ass lack of complement-
arity with industrial activities on the estute; poor puy which altracts
insufficient workers and only those with othor jobs ofs the estate (on which
they concentrute their emergy and initiative); inadequate financing of
operations; and poor management.



Critics of AI®, luolrding the UN 0831 mroject teanm, fail to make adequate
allowance for conditions in Iran which militate sgainet optimal implemen-
fation of an industrial estate policy. Even after allowance has been
made for these conditions the performance of the AIE falls short of what
might be expected. This author would attribute avoidable shortoomings of
AIR tot (a) & lack of occordination in planning of the entates faoilitiss
with local industrialiste; (b) poor location of the site in Iren and

vis-a-vis Alwas town; (o) weak coordination between Government departaents

(ludinc to inadsquate supporting facilitise); (&) ineffective techniocal

&ssistance from the U.N. project team; and (s) poor looal managerent of
*h ..t‘too

The management of 09SI, in partiocular its Aoting Managing Director, is well
oware that AIE {alls short of expeotalions. It takos the view that
establishing AIE - Iran's first serious attempt to establish an industrial
estate = has deen a learning experience and that lesaons have besn learnt

which will markedly affect the way in which the new industrial sstates ourrently
being planned will be met up and cperated (see next section),  0SSI hae,
however, to work within the limitations of its situstion and plan to adapt its
industrial estate polioy where feanible, to take acoount of peculiarly Iranian
conditions, and to miniwize the inefficiencies interest in some overriding
conatraints of the situation.

The most important overriding oonstraint is that 05SI is not a free agent in
ohoosing looations for future industrial estates. Decisions have deen taken
Righer up in the Government mechine that industrisl satates will be ugsed as an

inetrusent of regiomal policy, to gwnerate induairy wvhere none existed before,
regardless of “‘w sconomies of the sitation.
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A sccond const-einty, to wnich inlustrial estate policy ould well be
adspted in waye thut it was not for AIL, is that industrial estates ars
8 relatively minor element of ovorall [ranian industrisl rolicy.
Industrial eatate policy must, if it ie to be succemsful in conventional
terns, bs consistent with the main thrust of that policy - which is the
goneration of large mcele new industry in concen trated seograrhic areas.

A third oonstreint #iiich can and must be taken into account is that OSSI
must work within the existing institutional framework of industry, rather
thun try to adapt the industrial structure to its own needs. For exanple,
it is easier for 05SI to work within the eximting institutional arrange-
ments for industrial credit (es boing modified by the Guvernment), than to
try to press for meaningful refoins spocificully suited to the AIE method
of operating induwitrial estates.

The fourth constraint, of which 0351 is aware, and which it must take into account
when framing ita industrial sstate policy, is what we might call the

"bureaucraoy factor'. This is rartially represented by the marked tendency

for ovexstalfing with “officials" by Government agencims.  Tho other aspect

of the problem is the tendency of the Governument to underpay staffy the
implications (. this are that steff ol tained are of ten ..adequate for their
duties, and/or hold two jobs (#iving moat of their energy to their non.
covernment position), or that key positions are left vacant.

One can sce how OSSI's management are intending to cope with these, and
other, oonstraints, by examining the policies for new estates, as they
evolve, in the light of its exryerience with AIE. First we shall exanine
general policy, before looking briefly ut the problem of estates based on.
regional policy. ‘hia amalysis is based on diccussions held with the
Acting Menaging Diractor of O5SI and the responeible official in the Plan
and Budget Orjmnisstion (Deputy to the Chisf of the Industry and Mining
Division).

First, it has been decided that the basic function of industrial estatos
will be to support the general industrialisation progrumme of a locality,
rether than simply to attempt to provide a modern physical infrastructural

setting for wmall scule industry regardless of the industrial situation in
the area - ss was the cuse in Ahwaz.  Thus criteria for admission onto new
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estates will be based on the needs of existing industry in the area, and
eriteris for the choice of location for new (non-regional policy) estates
vill take into account the existence of local industrial demand for the
output of units on such estates.

Second, it has been decided that the Covermnment (0SSI) input into new
ostates vill be limited to the jgvelopmeny phase only. After shis period
(sxpected to last five yeare) management of the eetates will be left to the
firme estadlished on them and the OSSI team will be moved onto new estates.
With this decision in mind OSSI management are currently seriously
sonsidering an offer by the firms on AIE to buy their factory units and to
%ake over the management of the estate themselves.

Third, to allow 0SSI'e role to be restricted to the develoment phase and

$o eass the oredit problem it hms been decided that gll factoriee on new .
estates will be built and owned by the firms themselves, or custom built

for them, with suveidized credit being provided. Thers will be no rented

units on the new eetates. It has not yet been decided whether the land

will be s0ld to the firms, or leased to them in order to allow the Government -

to maintain eome control over the firms' activitiee.

Pourth, deeigned alsc to help with the oredit problem, central warehouses
will be establiched on the nev estates to enabls firms to hold stocks of

rew materiale and inventories of outpute ae collateral for loans. This
wvill also allov firms to use their factory units more efficiently - storage
has been a significant problem on AIE. 1In addition, serious efforts will

be made to enswe that an adequate institutional framework for oredit exists
in advance of the coming into operation of the estate. This will be done
mainly by ensuring that one of the nev Regionsl Develoment Banke is, or will
be, established in the looality. '

Fifih, vhile oontinuing to build common service facilities in advance (so
that they sxist when required), it ie intended to ensure that they are
relevant to the needs of the firme on the estats. Thie will be done by
mrrowing the objectives of each estate to ocover a more limited range of
aotivities than on A1E. Hopefully more flexidbility for varied eventual
w908 will be designed into the construction and layout of thess common
service facilities than was the case in Abwas. No convincing osse has been
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pa up &8 to why these facilities should not be left to the mrivate sector -
“iwlx existence as a government input would sesm to confliot with the plan
‘) rontriot 08SI'e involvement to the development thuse.

S1xth, in contrast to the AIE ocase, ufiorta will be made to ensurs that
ndequate &and rolevant axtension servi.es will b= available for the firms on
the estate. This will be especially important inasmuch as strenuous efforts
vill bo made to ensure that oniy geauine emall scale units locate on the
eotates. A related point is that there will he leas smphasis on training
ond demonstration functions in the new ertatas, though efforts will be made
to ensure that adequate facilities do, or will, exist in established
vooational training instituten or centree (which could conceivably establish
branches on the estates if demand proved adcquate).

Finolly, it ie planned that no incentives other than those necessary to
attraot small scule fndustrial firms onto the estates will be provided
.00 temporary incentives on an "infant eatate" basis. These will be
restrioted to small scale firms in waye which will, it is hoped, prevent
larger scalo firms (or their esubnidiaries) frot seeking ways around 0351's
intentions, as has happoned at Ahwaz.

Ao far as possidle 0551 will attempt to apply there "rules" to thome
industrial estatss which they are lLeing instructed to establish under the
Goverrment's rasgional policy. Thore will be otie major difference, however,
in that the basic objectiva behind ~stablishing such estates will not de
supportive, but will be the gereration of industrial activity where none, or
vory little, uxinted before. Not being able to quastion the economioc logic
of locgtion in such cames, 0351 will heave to adapt its polioies to the
~eituation they find in the lccations in which they have been inatructed to
establish estates. Initially, however, their plan is to try to attract the
very ssall "industrial” operations which exist in any small town - such as
ropair shopo and artisan activitics - to relocate themaslves on the estates,
It will obviously be important to ensure optimal site locations for such
traditionally bazaar-orientated activities, and to snsure that facilities
provided ave tailor mude to the requiremente of the clients. Beoyond this,
0881's ability to attract %ew emall pcale unite outo “regional policy
sctates™ will be u function of the inceniives it can offer to encouruge
sich firme to estublish in what are almost Ly definition undesirable
locations. It 711l also be esmentisl f>r O3SI to be kept informsd of any

-




Government plane relating to the posei’lo establishment of larger scale
industrial units, whether the plans are for private or Government projects.
In this way, 0SSI can seek out firms in relevant ancillary activities which
would be well placed to establich themselves close %o the large unit.

It is accepted by USSI that in the case of "regional polioy estates” it will
be difficult to move on after a few years and leave the administration in
the hande of the firmas localed on the ectutes. They do not plan to over-
oome this problem by metting up wdministrative units similar to that in
Almaz. They intend to build on estate-administrative blocks which would
house & small supervisory and cxtension 0351 staff, togeiher with a larger
group of local representativas of relevant Central Govermment Derartments.
The latter could provide on-the-spot support for units on the cstates.
0881 is very much awarc that the obligation to estublish these regioml
policy estates will yrevent it with difficultics, some ao yot unforeseen,
and it is an open question whether or rot they can do so succesnfully,

Plans for the Futurg o

Por the reasona outlined ubove, in the rection vn industrial yolicy, the
main thrust of Iran's imdustrialization effort over the coming docnde will
involve:

(a) the further deveiopnnt of the old induntrial wones concept,
(v) the eatublishment of iniustrial parks, and

(0) the development of additiousl induptrial cstates for the small
scale sector. (Some of the latter will relate to the old
industrial zone policy, inasmuch us they can be used to build
on existing zones).

Industrisl Farks

Current plans call for t'e eatablishment of at ieast 15 industrial parks
8t various places in Iran. Six of these are already beins developed -
these are located in Qagvin, Isfahun, Resht, Kermanchah, Saveh, and Qum.



Locations nelected for later dev.lomvment include Maahad, Shiras, Gorgsn,
Masandaran, Zanjar, Hamadan, Kundestan, lcrestan, and Ahwas, '

The industrial parks are being develoved according to a cormon pattern.
Each will de developed by an autcnonous non-pro..! joint stock company in
which the various financial agencies of th: Covernment will invest ocapital.
These conpaniss will ultimaiely be svbjizct to the control of the Mimistry
of Industry and Mineo, via the shareholdlings cf its subsidiary, the
Industrial Dsvelopment and Renovation Orxanization (I0RO). The companies
will be responsible for site preparation, the provision of ntiliiies, the
selection of firms, the coordination of infrustructural and social develop-
ments (including werkers houeing), snd tha enforcasent of snvironmental
controls. Initially, it 1o planied that euch park will provide employment
for 45,000 workers and suvport a total population of 150,000. Each park
will aim at having aronnd 20C irvdusatrial unito in ths light and medim
categories. Each firm allowed into the parks will be reaponsidle for
building its owmn factorirs. 1n each ragse the 'liniatry has ocarried out
exteneive we-investment sindies to evaluate the couparative advantage and
resource btane of the site, to asmese the suvrly porition of water and snergy,
and to enrure that transportation and ommunication rervices are adsquate.

Of the aix parks currontly being developed 'hose at Kertsnrhah and Qum are

etill in the early planning utare. That at Irfehan {the Aryamehr

Industrial Town) is at an advanced plaaning ataye ani ja to be based on the
looal {Aryomehr) stesl works. “he vark 7111 oonsist of plants producing
anoillsry inputs for the sic:l werks, anl plants using steel ss a rew material.
The park at Resht is one founded on existing developwent there, which arose

froa the old sone develujwent conzepts Moat of its production is of electrical,
eledtronic and telecommunication sjuiiment. At Saveh, the Kuroush industrial
Park 1s in an wdvanced developuent atage, vith plants producing lifts

‘olovnton), truck trailerrs, and mnachine parts and tools already constructed.

The only park at an advanced operational phase, howevar, is the Albors
Industrial Park at Qazvin (about 160 l:iloaetiree wset of Tehran). .

Industrial development at Qazvin got under way after the introduction of the
peohidition of further industrial develoment within 120 kilometres of Tehran.
Qasvin is one of the closcst siicahle toms to Tshran, (its population is
estimated nt 7C0,000), with adequate pupplice of water (from wells) and
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olectricity (from a dam in the neurdy Albors sountain range). Initially,
the plants were established on a haphusard basis in and around the tom
(whdoh is of historic importance), and they *hrestened to choke its
antiquated transport sysists and aggravated the pollution prodvlem. It
wae in order to cops with the influx of new induetry in & way which would
"immunise” the town, while developing iis sconomy, that Albors Indusirial
MNrk (AIP) was planned and sreedily developed, about 12 kilometres sast
of the town, on the main road and cailway to Tehran.

The oommany established to develop AIV (see above) obtained the land for

the park from the iuhlavi Foundation at nominal cost. Its initial
doveloment captal came ‘rom loan capital sutsrrited by Government
financial agencies and from the comuernial tanks (1t pays 10% interest on
this capital). With this capital it prepared the site, installed the
basic infrastructure of roads, sewage system, €0 tube wells, and conneetions
te the slectricity supply. 1In acdition. the company built & (very small)
administrative block, varioue service units {such as shops, bank, and petrol
station) which it then sold to the oreratives, and ¢ .mmon social servioe
wnits such as schools (oporated by local government) and sports grounds.

Onoe it has accepted an aprlicaiion from a firm to establish a unig on the
estats, the company graute the firv a lease on a plot of land and the firm
builds 1ts own factory. The comjany obtains its operating income froa the
sale of theme leasen, which also provide i¢ with some degree of oontrol

over the activities of tho firme (s.g. with respect to environmental
comtrols). Currently about 140 firms are catablished on the estate: abdout
80 are in production, arout 40 ars in the construction stage (involving some
2000 construction workers), and about 20 more have bsen sold lemees but have
yot %0 commence constructioen,

Unfortunately, there is no dala avuiluble on the mature of the firme on the
setats. It is not possible to indicate their product range, ocapitsl
investment, work forces, sources of rew materials etoy all such informatiea
10 Mold in the striotest confidence. Visual insrection (of nase plates om
fastories written in cinglish) indioated a wide range of roducts - mostly
sonawmer goods. Those identifies were motor oil, batteries, motar-cyeles,
washing powder, gl'icose, por:elain bathroom products, processed food (sauces
and sugmr), aluminium doors and winduw {rames, strustursl stesl duilding
osmponents, ['VC pipes, spectacle frame . and lsnses, and ‘efrigerators and
coolere. Most of the factor.es operating are in the uiddlc sisze renge,
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but there are a fev large scale plante (0.g. the scap pewder factery)
and one wmall soale unit (the spectiacle frame and lenses factery).

The Joint etock company operating the park is still very actively oagaged
in 1ts dovalomment, clearing new land for 80 more factories, building
houses and flats (for sale to the workers), and axztending the infrestrewsture
and servioe facilities.

1l Estat

T™he Pifth Plan calls for the sstablishment of some 30 indwetrial estates,
dosigned for small scale firms, over the noxt five years or eo. (1t is
0t olear wvhether this figure includes thoes sstates intended to fulfil
regiom] policy objectives). Initially, howsver, planning is proceeding
only for 4 eetatee, 3 of which OGSI has besn instructed to eetabdblich on
regioml pelicy grounds. Tisse thres are to be located in Zahedan
(capital of the economically buckward stats of Sistan and Baluchistan in
the south east of Iren on the Pakietan border), where land for the estate
has already been bought; Sananda) (capital of Xurdestan in the morth-west,
on the Ireq border); and Bushehr (capital of the state of Bushehr on the
Persian Gulf in the south-west of Iran). 1In the cases of these last two,
Planning is still at the feasibility astudy stage.

The remaining small ecale industry industrisl eetatc is planned for Tabris
(capital of Bast Aserbaijan in the morth, neur the bordsr with Russia.)
The land for the setate has been acquired and 055I'e budget for it hae been
appreved by the Plan and Budget Orgmnication. Under the old industrial
some policy, and followin; the prohibition of industirial develoyment in the
Tebran area, Tabris wae selected as the "some” in which Iran's heavy
industry (other than steel) would be developed. In accordance with thie
policy several metal based machine muking factories, and their ancillaries,
have deen sstablished around the town. The product range includes tractors,
private cars, diesel enginee, machine tools, und powsr generations. 0S81'p
objeetive in locating an industrial estate in Tabris is to collect together, *
and allow the development of saall firme alrsudy in the area which servs the
hoavy industriee as anciliauries. AL the same time it ip hoped t0 encourage
the ectabliehment of new units to fill gaps in the ancillary range. This
estate vill, then, de primarily intended for metal working firme and will be
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developnd on the Adwaz model, subject to the modifications outlined in the
Jrevious section. It will be provided with metal working orientated
oentral workshop facilities in order to strengthen the local orientation
of ihe sstate. 0SS! plans to incorporate substantial extension servioces
into the facilities availadle on the site, and to ensure the availability
of sdoquate credit by developing a tailor made scheme in conjunotion with
the Regiomal Develoment Bank which has besn establighed in Tabris.

The site purchased for the estate in Tabris covsrs 850,000 square metres
and 1% 1s hoped to sstablish 40 to 50 units on it. Even so it ie clear
that in terms of employment and output tho estate will only be of marginal
significance to the area. This of course is consistent with 0881ty
¥olicy of regarding such sstatss as supportive of existing (or proposed)
larger scale industrial devslomments, rather than as a means of developiag
hew centires of industry. It rsmains tn de seen whether such small soale
orientated industrial estatas can in fact be used to generats new ocentres
of industry, as 0SSI is expected to do with those estates it is doing
asked to sstablish under the Covsrnment's regional policy.
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LISIRIBUTION OF MANUFACTURING FIRM3 BY KUMEIR CF W(RKERS

- 3580 ALV 1 T
PROVINCE AT,
LHCI.UDING IRDUSTRIAL
1RAN TEHRAN KHUSTESTAN [ESTATE
1970/71 197314 1970/72. 1970/71 1 1974/75
¥o. of Workers|1000s ) 100Cs (£) 10008 (%) |Nos. (%) |Nos. (%)
0-9 161.1 (97.5)’236.2 (97.4) 189.1  (96.6) |8,362(98.7)] 1 (U5.6)
10 - 19 2.6 (1.6} 5.1 (.1)|113 (2.1) 9 (1,1) 4 (26.6)
20 =19 0.9 (0.6J- 0.5 (0.8) 7.2 L (26.6)
50 - 99 0.3 (0.2) 0.5 (0.2)! 0.2 (0.3) 2 (neg] 0 (=)
100 ad more | 0.3 (0.2) 0.6 (0.2)] 0.2 (0.3)] 12¢01) 0 (=)
Total, all
firns 165,200 242,151 51,151 8,413 39
SOURCE
Statistical Section, Orgesnizutlion for Small Scale Indumtry end Inductirial Estates
of Iran,
Note: Therse is consicerable disegruerment over the number of erploywsas worlking

on the estate,
actual numhers are more “han double, as cxpial

The figurer used are minimums, official opinion is that

ned in the text,

official figures haud buen used the untypinal distribution towarda
larger firas would have bean vven more marled,

Ir




TABLE 2

ARNAZ
CENTRAL INDUSTRIAL

PROVINCE KHUSTESTAN | ESTATE

1970/71 1973/ 1970/71 1970/71 1973/74
No. of Workers| 1000s (%) 1000e (g) | 1000s (%) [Nos. ~ (%)] Nos. (8)
0-9 '569 (72) | 473 (51) | 228 (67) |28,5u8 (83)] 45 (22)
10 =19 N (u) 15 W) }1,02 ()] » @)
, 92 (10) | ‘
20 - 49 29 ) 11 (W] 4 (1)) 126 (61)
S0 - 99 19 (2)]| » (3)1 w0 (3) 167 (neg)] - (=)
100 and mors 13 (17) | 329 s)| 12 ()| ums (3) - (=)
Totals 785 (100) | 928 (100) | 339 (100) | 34,692 (200)] 207 (100)

SOQURCE AND NOTE ~ as for Table 1.




TABLE )
GROSS OUTPUT AND VALUR ADDED, 1970/71, 3Y FIRM SIZ®

AHWAZ
INDUSTFRIAL IREN CENTRAL :
ESTATE PROVINCE - | KHUSTESTAN
QGROSS OROSS VALUE |GROSS VALUE |GROSS VALUR
OUTPUT QUTFUT ADDED | OUTPUT ADDED | OUTPUT ADDED
o, of Workers [1973/7 % £ 4 $ |8 5
0 - , 15c6 37.0 32.1 a‘.l 2109 33-1 2307
10 - 19 32.7 3.° 2.7 3.1 2.h 1.3 o.‘
0 -4 $1.7 9.2 8.7 10.8 11.3] 1.7 0.5
’o - ” b 5-& 5.0 6.9 507 0.3 003
100 and more - L6} 5147 54.6 | 58.6) 62.5 | 4.7
Totals, - |
%mlnm Rials | 109 216, 13'4:@01 159,252 ‘99370115:696 9,769

SOUNCE as for Table 1.
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TABLE S

REGIONAL DISTRIBUTION OF INDUSTRY® IN IRAN 1970/71

“NOWBER _OF
3;%63 Output Value Mided |
in 0 try :
PROVINCE 1 2 3 y
Ol Central Province 36.8 u3.27 60.60 69.7
02 Gilan 3.7 2.8% 1.59 1.4
03 Mazandaran 3.6 3.20 u.27 2.6
O4 Eust Azabeijan 11,05 10.07 L.y7 3.0
05 West Agabeljan 2.0 1.76 1.3 0.0
06 Kermanshshan 2.80 1.39 1.1, 0.6
07 Xurdestan 0.75 0.64 0.55 0.6
08 Khuzestan 5.12 L3 5.32 6.4
09 Pars L.04 3.7% L.13 3.3
10 Kerman 2.58 2.67 0.50 o
11 Khorasan 9.27 4.65 L.u8 2.7
12 1Isfahan 11,75 12.43 6.66 4.0
13 Sistan 0.55 0.52 0.23 0.1
Balvedastan
1Yy Persian Oulf Islands
Oman Sea 1slands and
Ports 0.20 0.1 1.3 1.2
15 Hamadan 2.92 2.13 0.87 0.6
16 Bakhtiari 0.48 0.27 0.16 0.0
“17 Lurestan 1.2 0.83 0.80 0.6
18 Ilam 0.13. 0.08 0.42 0.0
19 Semnan 0.9y 0.50 0.46 0.5
20 Yazd 0.26 0.91 0.60 0.2
100 100 100 100

SOURCE:s As for Table 1

Note: 1 I,8.1.C. Class 3.




TABIE 6

AHWAZ INDUSTRIAL ESTATE

M
Number

-33-

Description

of Production,
with ISIC Code

T}pe of

Unit(s)
Rented

Workers
Employed
1974775

b

10

11

Elsctrical and
electronic
items, and
trailers and
steel
structures
(mainly 3813)

Water coolers
and
refrigerators
(3829%

Printing and
paperboard
boxes (31,20)

Prefabricated
building
structures
(3813)

Control
panels, and
fibre glass
pipes (mainly
3831)

Neon and
plastic signs,
(3%09)

Paper bags mnd
eacks (3412)

Metal furniture
Wooden
furniture
(3320)

Metal screws
(3819)

A+A+B

A+B+C

35

A=37

912

57

10

2

10

“Value of
Output in

Remgrks

Million
Rials

15.0

4.0

30.2

1.5

uoo

0.7
17.6

3'5

5.0

Tehran based. Subsidiary of
large organizaticn,

Used as warehouses only,
Tehran based company.
Extension being built

Commenced operations during

Year. Tehran based, managed
by member AJE staff,

Tehran based.

Tehran based.

Only operates intermittently.

Half of activity is as agency
for PVC pipes,

Subsidiary of Ahwaz based
commence group of companies,
with Tehrsn office.




TALLE 6

(Cont/d)

AHWAZ INDUSTRIAL ESTATE
Description Type of | Workers .| Value of
Firm | of Production, | Unit(s) | Employed | Output in
Number | with ISIC Code | Rented | 197W/7% | 197W/75 Renarks
12 Hinges, hasps
and metal
hardware (36811 B 16 8.9 Also vholesales pumps.
13 Metal furniture
(3812) A 6 7.3
11} Plastic toys
(3909) c 33 11.0 Tehran baged,
15 Prefabricated Commenced in 1975. Tehran
metal girders based, managed by member of
(3813) c b - AIE staff,
Totals [uwutm 207-216 |108,7




Sources

1. Sourcee of statistical material is given in the tadles or in footnotes
to the text.

Information on Iranian industrial policy was obtained fromt

1) I.B.R.D. “Econcmic Development of Iran® 1973.

11) Dr. Pord Shisheh, Director General, Dent. of Industrial
and Mining Feonomics, Minigtry of Industry and Mines;

111) Dr. Farokhi (and his deputy), Chief, Industrisl and
Mining Division, T'lan and Budgot Organizations

iv) Dr. Haj Yousefi, Chief, Regional Studies, Plan and Budget
Organization;

¥v) Reports in the newapuper “Kayhan International" dated
June 20 and Cctober 25, 197%;

vi) Mr. Somanni, Hoad of isfahan Office, Plan and Budget
Organization; and

vii) Mr. P. lamwing, Industrial Field Advisor, U.N. Tehran.

Information on Alborz Industrial Estatc was obtained from

Dr. M. Nourbakhoh, Guneral Manager, Industrial City of Albors,
Head Off'ico, Tehran, and site engineers.

Information on Abwag Industrial Estate was obtained from:

1) U.N, Project filems, Tehrar.

11) U.X. Project Manager, Mr. P. Shahbenderian.

1i1) Mr. P.R. Hanse:., U.N. 7001 Room Expert, OSSI Project.
iv) Mr. Waetzmau, U.N. Industrial Statistician, 0SSI Projeot.
v) Dr. S. Xhazei, dcting Managing Director of 0SSI.

vi) Mr. Mohamady, 0355I Staff Engineer, Alwas.

vii) Drs. Fanokhi {and deputy) and Fard Shisheh, op.oit.

Other people than those listed were visitod but contributed no usabdle
material in addition to those named above. All interviews, excspt those
in Ahwas, were arranged through the office of Dr. R. Macomnick, Assistant
Resident Representative of the U.N.D.P. in Tehran. The Alwaz interviews
were arranged through the offices of Dr. S. Xmsei and Mr. P. Shahbenderian.









