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1. BACKGROUNL_INFOw%. ATZON

1,1, A vigorous prozraume of industrial investiients wes started iy ..eza

Shah the Greet stout 35 years agzo, as a port of his anbitious plan for
modernizing Iran., The overall level of Cuv:imnert investiient curing the

fifteen-year period 1924.-41 (1305-20) was surpriiingly hic;hy and the
investment in industry and miu.s was estimated as 355 of totzl ollocetion.
1,2, The first industrial irstelistions, curin; the early pericdl of
1926-30, were the sugar, frvilb proc:ssing ard cament plents, In tncse days,
the foreign firms which supplicd thc equirient generaliy carried out surveys
and project evalustion. Turn-liey contracts were given to theum, inciuding
trainin; of persoimel and wena_eient of plents for the initial years.

1.3, Durin; the period froa 1930-39, many plants, such &as textiles,
su-ar, nining, chenicals, ce.ent, crnacert foctories,etc., were established,
This programie was reclized with the assistance of foreizn technolozical
services under the zuidance of forei n fims of repute and in ccoperation
with a nuiber of competent Iranicns,

1.4, During the pericd of the Second .orld var (1939-46), there was a
set-back in the progress of industrinl developaeut worl, Hcirever, in 1946,
Bank iielli of Iran nezotiated with the Cverscas Consulisnt In». of .merica
to underteke tile necessary surveys ard prepare an industrial developuent
progremme for Iran.

1.5. Zarly in 1948, a law was passed by the Lajlis (Farlianent)
approving the impleuentation cf the first Seven-Ysar Plan (1748=5%) and the
of fice of the ilan Organizatica was esteblished to implewent the Pian, The
Lajlis ucdified the Overseas Consultant's propo3als and apprcved en integrated
Seven-Year ’lan to include the developuent of education, agriculturs,
communication, industry, mining, petroleum, postal system and sociel affairs,

Y/ Rovien o tue Second Seven-Yeer Plen, Larch 1960. According to estimates,
$750 willion was the Goverrment's investuent during 1926-41; $260 willion
of this amount in then-current values was invested in incustry and mines,
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1,6, The secord Seven-Year PFlan for 1555-62 (1254~41) was drawm up by
the Plan (rganization and was reviewed in the year 1960 for the following
purposes:
a) To evalunte the actual and potential contiibution
of the Fl n to the econo.ic and sceci~l roith of
Iran;
b) To provide & basis for re-prooraaaing the remnining
hell of the Seconi I'ler period,
¢) To explore the rossible lines f cpproach for tne
preparcticn of the tiird developiient plon for T risi, ‘ ) .)
1.7 The pericd of tnc third ilaawan chan_ed to five yexrs frem 1062-67
(1241-46). 1In 1S54 the Gioveriuent decided to Lransfer the rosponr itility for
working out the deotailed prera ne by the indiviiual nanistrics ccrcerned,
Accordingly, the tinistvy of .conomy orscnized tie iescarch cCoentre for
Industrial and Troce Jevelopmert, uncer supcrvisZon of the Under o cretary of

wconay.  The expenditure for tiie Consre is beinz finaonced by the ilan

Organization,

2, TUSTITUTION L 8PRCYS

2,1, The Research Centre for Incustrial cnd Troce vJevelopient nas four

senarate divisions: ) ’

a) InCustrial Stati-tics;
L)  Incustricl lolicios;
c) Trade Levelopuerst,

d) InGustrial Frojest .veluction
and Preperation,

2,2, The main function of the Iniustrial Preject ivaluation and Ireparation
Division 1s to deal with the {21lowing types of project evaluction oad
preparation work:

242,1. Private bector Industries

&, Licencirz, sveluction of projects received from
private investors for grenting licence. ‘these projscts
are generally reviewed to ensure that the den.and for the

preducts is sufficient; no duplication and over-pruduc-

tion of same itew by existing units; dispevsel of
industry according to regional need; and,finelly, their
nationel economic profitability,




2,242,

b,

Ce

New Investors, Un nmany occasions, the prospective
investors cannot mcke a definite decision about the
selection of products to be wanufactured, This is
due to the incomplete inowledce of the particular
manufacturing process, estimate of tixed and working
capital required, and the present aud future trend
of the merket, In these cases, the Division assists
the privete investors Ly preparing nroject reports
with eccrauic details Jor feasibility study. :idvice
1s also yiven rezarding suitable locetion andd size of
the proposed plent, In consideraticn ol tie funds
avcilable vo the procpective investor and the extent
to wiich borrowed funds could be used,

scruviny of Offers, There is another group of

priv-te investors who have made their own feasibility
study and have obteined offers from different countries
for the supply of equipment, At this advanced stage

of the project, the Livision tries to assist the
parties involved Ly scrutinizing the nrodictive
cepacity of wachines offerec for each operation of the
whole plant and sees to it that each of the components

has a Dol znced ~roduction cepacity to ensire pinximum

mchine efficiency performance of the vhck plent,
neonouic study reports are also prepared to examins
the couercial ond natlional economic profitability of
the project.

tublin Seetor Industries

8,

Bacic Irdustries, such as steel, aluminiwm, petrochemical,
fertilizer, viscose rayon, paper, machine tools,etec,,
development of which sre of national importance, and for
which large capital may not be invested Ly the private
entrepreneurs, are generally included in the development
programme of the public sector of industries., Project
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evaluation and survey work for the above group of
iniustr.es are either entrusted to foreign consulting
firms of repute or carried out through the assistance

of United ilations experts, In the latter case,
eperienced Irauian techriciane of tie .ivisicn 1ori
closely as counterpert of Uil experts to [ollow up the
incividuzl project thrcizh its execution stage. o list
of ti.e trpe of industries for which project evaluations
wore prepoced wih the assistance of Uu experis is given
in Appencix "A", This list elso includes projects in
lizht industries,

Epmsicn_of viwior Tr_ustries for which sufficient
ecroirience and technie:l Lnouledge have teen 2cquired
in the country is being undertaken by Iranian techniclens.
Preparation of project reports for new install~tions of
sugar ancd cerent plants comes under this grovp cf Public

dector industri=c,

Rapional vevelopment 1rocraime

a,

b,

Duriag the third Five-Year Plan period, the Governuent
has ziven special iaport-nce to the execution ¢f an
integrated iezionsl vevelopment irosrame. To accelerate
execution of the said proframe, the .daistry of uconomy
entrusted the Industrial iroject iLvalurtion and l'repara-
tion bivision with undertaking surveys and drawing up
detailed industrialization programies for each region.
The worl. on recional industrialization progra..nies wes
launched Uy the bivision in June 1964,yvith the assistance
of UM experts supported by a team of experiencec
Iranian technicions, wuring the past twclve-month
period, plans were completed with cetaileu project
reports on suitable industrial units for the following
three regions:

-~ Azarbaizan llegion;

- Seman Kepgion,

- kordestan, Zanjan and

Kermanshahan Region,
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€. Fezsiliility s+ 28 for o lorze ruaber of industrics
were worl:ied out Lefore recoriiendation of tleir imple-
mentation in the proviices. A large variety cf
incustries, mostly besed on agriculiural products, were
recoil.ended for the three resions, It was foreceen that
most of the reconmended industries are to be promoted
by private entre-renzurs s while a fow of thian are to be
iritiateq, helped or onurated under the public sector,
Celuznt an”! suger industiies are to Le initiated by the
Governmert, In order ic accelerate a rapiu grovth of
organized ligkt induetiy unics under the private sector,
recmerdation nad be2n mace for the creationof an
irdistriel estate at Azarbcoizen providing public funds
for the initial investi.ent.

3. CRITFRIA PCL_FROJECT SV.ILATTON
3.1, It is neeilless “o menticn that commercial and national economie

prolitability are the main considerationus for promoting any industrial
enterprise, However, the degree of nrofitability depends directly on the
position of supply and availebility of raw uaterisls » labour, servi-.ing
facilities, etc. [Iroper ..cnagzeuent, planning and narximun utilizzsticn of the
costly equip .ent ard ranpower are essenti.al for the co.mercinl. succecs of
any industry. Dut, in the uliliate analysis, it is the consumers who decide
the success or feailure of on industry, Thus » the quality of products and
their presentability are the dominating factors,
3.2 The above-uentioned describes the fundamental criteria which are to
be considered in formulating schemes, particularly vhen planning for a naw
industry, Apart from the above-nentioned, there are soue special considera-
tions, such as:
&, Social Lenefits;
b, Utilization of waste products;
8. Utilization of muddsting skill for
better merketable prcducts;
d, Introduction of short-term, labour-intensive
prograime with less mechanization, to bridge over
the transition period froi the present to the
modernization stage,
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3.3, In the regional developient progruame the above factors had to Le 1
gliven special consideration, :
b FINANCI L ALLOCATICH
4ol The total financial allocation envisaged for the thiird Five~lear len
was Rls, 200 billion (2,666 million), as ziven below:
— Ihird Tlan Allogcation

(Septautcr 19€7-4.arch 1.968)

- -
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(.&1lion Rls,) ) ie

Section ~tlocation Lergent

1. MAgriculture and Irrigation 15,000 2.5

2, Industry and idnes 21,9C0 1.0

! 3. ltover and Fuel 27,C00 13,5

; 4. Cowuunication and Transport 50,C00 25,0
{ 5. Education 17,650 940
I 6. Health and Sanitation 13,9C0 €.9
7. vabour and Minpower 8,000 4.0

8. Urban developuent 6,000 4.0

9, Statiscics €00 Ou4

10, Housing and Acainistrative Duildings 7,450 3.7

TOT:L 200,000 100,0

4,2, The major objective of the tiird l1lan was to schieve a growt. rate of
6% per annua of gross unetional product throughout the ri~n period. For the
sector of Incustry and Mines it was estimoted that private investment during
the Plan period would be in the order of Kls.4).2 Lillisn (¢ 550 miliion).

A considersbile amount of publis fund rllocations, noted in the above stateuent,

are to be transferred to the private sector » through cifferent agzencies,

5 FINAICING INSTITUTIuNS

5.1, There are about 25 benks operating in Irsn. Of these, 17 are
commercial banks and 8 svecizl Lanks supported by public funds. Total paid-up
capital of the two groups of banks are:

Y
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17 Hos, Coumercial Banks - Rls. 9,520 million
8 " Special Banks - ids, 5,447 ® C
25 NOSQ B&nks 1'(13.1104967 million

o ($200 million)
5.2, A brief description of soe of the specialized banks, supported b'y &
publlic funds and offering long-term credit facilities for promotion of
: ixiduaitxfi'ea is given below:
- “ a) trial -nd idning Development Benk of Iran (L.DBI)
Paid-up capitel RIs.400 mil. (35.33 mil,). This bank was
established in 195y and administered as a joint stock compar\v' '
- . with the object to develop and encourage private industrial,
o productive, mining and transportation enterprises in Iran. The
bank is financially assisted by the Governuent of Iran, the ‘
{ Jorld Dank and US aid loans totaling 47.1 wil. Generally, this
benk deals with loans of Rls. 5 wil, (40.66 uil.) and aboves,
b) Industriel Credit Damk (ICB) |
Paid-up cspital ids, 1,152 mil, ($15.36 nil), This bank was
established in 1956, for :ra.nting' medium and long~tern credit for
the establishment of new industrial enterprises or expansion of
existing ones., The bank 2180 partlcipates in share capital and
y })) 1) - buya and sells stock of companies. Individual loans from thia
bank do not exceed kls.5 mil. (¢0.66 mil.)
¢) uortgage Benk of Iran (1LI) )
Paid-up capital R1s.2,160 mil, ($29 mil.), Zstablished in 1938,
this bank was designed to fécilitaf.e home ownership, particularly

L~

_ for people of low incomes.

'd) agrieulturel Oredit and Rural Development Bark of Iren (IchBI)

" Paid-up capital Rls,5,101 1il, ($68 mil.). This bank was
established in 1933 to provide long-temm credit and technical
assistance for the promotion of agriculture.

o) I al Gu e 8
This is a special institution established in 1960 with financial
assistance from US Aide It works in cooperation with conmercial
banks to provide long-term loans of up to [ls,5 uillion ($0.66
mil) to promote a selected number of industries,
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6, DATA AND OTHER INFOIL.TION

6.1, Census stetistics prep-red i. 1335 (195() are tne most important wuide
used for consideration of any kind of development scheme, Fopulation
statistics, area, urban and rural population,etc,, are available there,

6.2, Import and xport Statistics are basically used to estim-te present
and projected demands of coimodity for which incustrizl projects ore

e p—

prepered. In imany cascs, the tariff code nuibers are not properly given and
more than one inCustrizl item is shown togecher, This presemts difficulty
in estimating derand of a particul~r iten,

6.3. Industrial Statistiss colle.bed 1- existing units are being used to
b assess the demand and supply »sition, )
) belse Agricultrral Statisii.:s pecpered periocdically ty the .dnistry are

used in preperation of industiial projects in *hose Jocalities where

sufficient ajriculiural raw paterials are availchie,

| 6.5 Transport, Statistics on icads and railways are aiso used to
estimate the transport facilities,
6.6,  larket Prices, 3ank i.elli issues periodical bulletins giving
market prices and index of cosis of living which are also referred tu in some
cases,

6.7, Leteorological statistics eve invariably used ia plaraing a1y basic
or large-scale industries,

6.8,  Hater and electricivy, Statistics on water resources, including
eeasonal flow in the rivers a1 sub-soil waters are supplied by the idnistry
of Klectricity ard 'iaters. %he futvre development programne or eleciric grid
lines is also taken into consideration in planning the industrial development
prograime,

6.9, Geolozical and Cartoriaphical Data, There are two ceparats organiza-
tions which supply the above cata, The soil geology cata ias obtainsd through
the Agricultural Ministry,

( .
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LIST OF DANKADL: PROJLCTS RLCOiiiDMD 5Y A UN IdLUSTRIAL SURVEY LISSION
Ii_IRAN, 196k = 65

A four-member UN mission, supplemented by six experts in specia™zcd fields,

worked for a total period of 57 man-months and recomnerded the irpleuentation

of the followirg econcidcally feasihle idustries:

A,

1.

2,

3.

L.

5e

6.

7.

Industry

Sulphur
rcoovery
plant

Sulphurie
Acid

Ammonia

Fhosphorice
Acid

Granular
Triple Super-
phusphate

Amaonium
Salphate

Di-mmonium
Fhosphate

location

Krark

Ahwaz

Ahwaz

Ahwaz

shwan

Ahwaz

Aws2

Size of
the Unit
100 tcns
per day

300 tons
per day
600 tcns
per day
100 tons
per day

200 tons
per day

15C tons
per uay

100 tons
per day

Haw iiaterials

Cepital
Gest B

IPAC Strigper
gas

Sulphar from
Kharle

Gas from
Ahwaz

Imported
Phosphate

"~ rock

Import.ed P,
fock and
locely made
Sulpouric
acid

Sulphric ecid
and Phosyliorie
acid produced

locally
Sulphrric and
pho=raatic
acia

2,042,000

2,688,500

16,235,000

4,217,500

2,669,500

2,023,500

1,273,500




B. TEXTIIE INLUSTRY
Industry Annual Raw Invest, Annual
Capacity waterials  $1000 Product
Value 41000
8. Viscose 25,0007, 50% locel
Rayon wta fibre timbers and
(4 3,300T7, 50% impor-~ 45,594 <0,940
alternatives) filauent ted pulp
% Woallen textile 500,000 i.. Lec:1 wood
at Semnan fabric with ine
L5 tons yam  ported 3,280 2,200
for . ning wocl. and
clcth, filre
10, loclen 1l mil. mster
teatile worsted cloth 48
at liahebad tons imitting —ditto- 8,000 6,000
yarn, — e — e
c. MITAL PROCISSILNG IFDUSTRY
11, Streight 25,000 tons  Imported :
welded (6" — 20 steel 2,37 3,000
steel dia.)
Fipe
12, Blaclk and
galv.ware
product 4,000 tons ~ditto- 600 1,000
13, Herizontal
certrifugal
punp 300 pumps
Vertical 15 n ~ditto~ 425 375
turbine pumps
1. Gigs and Dies
factory - ~ditto- 123 150
15, dlontric lifts
fzclory 120 1ifts ~ditto- 225 360
16, ilarufacture 10,000 .llec.,
of meters, 5,000 water ~ditto- 280 333
17. Bicycle
factory 24,000 Nos, Imported
steel 440 500
hardware - ~ditto- 308 310
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C, METAL PLOCuSSING INWITY (cont'd)
19, Non-ferrous 7,200 tons local 1,353 1,467
rolling materiel
mill
20, lialleable Imported
cast iron rig iron
fittings. 1,200 tons and local 200 1€0
scrap
21, Cast iron
foundry
at Tabriz. 2,000 tons -ditto- 217 387
22, Central
finishing
shop for Danorted
hend tools 13/ tons stuel 67 309
6,621 8,351
D.  HACHINE TOOLS TiLAISTRY
23. Ca~t iron Imported
foordry lor pig iroa
ma~iine tcols 5,000 tons and local 2,500 1,600
at Teheran scrap
2, hachine tools 250 Lathes Casting
factory 370 Drills fron
750 gronding auvove 1,500 1,500
n/c foundry
300 roiishing
150 srlcping
m'e
100 riiling
¢
350 Press,
25, Diesel engine 4,000 Nos. ~ditto- 950 1,000
factory 2-15 kP
26, liocd-working
machine
factory 198 machines ~ditto= 206 207
SQE; “’56’




E. ALULINIU.L IO USTEY
27, Professor hans Dachmaun, & aemver of the Uil Survey idssion, considered
it to be an economically feasible proposition to develop an aluminium

industry in Iren, In this connection, he made the follcwing two alternative
propositions:

a) Indo-Tranian joint project to import alwidna from india end
——— - - . - — m

preduce 20,000 tons of aluwnirsuam  in Iran, Capital cost

esti.aated for a 20,000 ton aluriniun plant with & carbon plant
was $24 wi.llion. Prodnsy cos. was estircied at $514.90 per ton
against the woric price of $537.

b) large-secale Prci~ct, Tha cliernative proposal was to aevelop
a 1irge-scile indnsiry bascd on imported core and disnmosing of
the product in tie world market on a coupetitive basis, Prouo=~
tion of such a project wes proposed in ccoperation with a reputed
aluninium menufacturer. The e:ztinched capital cost was as
stated below:

200,000 tons Alvmira I lant - $ 35 udillion
10C,000 tons Alvuinium Plant -$ 7R n
Total Cost $107 million

The product value at world price — $ 52.7 mil,

F. CER/LIC 1NDUSTRY

28, The basic information regarding the suitabdility of incdigenous raw
materials was investigated by a UN expert, ir, li, leitz. after carrying out
lshoratory tests, the expert recommended that the best quality por celain
weres could be menufactured f£rom local raw materials, He recommeaded the

installation of a porcelain wure factory as follows:

a) Iroduction capacity - 13,800 units per
day or 1,460 tons/day
b) Fixed capital 91,477,000
¢) VWorking capital 205,000
$1,682,000
d)  Approx.product value $ 779,000
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‘mynu‘,»-»mmwgwm»« SPERETRNEDP IR AN 2o

i

-wmmw"*. gl

A




G. WISCELL N NS TiWUSTIIES
Industry No.of Total Total Total
Unite, Yearly Investment Product
Froduction with working Value §
N —— Capital ©
290 PIYWOOd
factory 2
(walnut) 1 L50,N70 K5 453,000 430,000
300 leather
tanning 1l 1,5C9O 407,000 1,065,000
tons
31. Wool scouring 1l C 1,008,C00 1,930,000
tons
32. Reinforced
cerent corcieta
spur pip-s L 4,30,CO0 i. 788,00 1,254,000
(1,2 o 0,15k
41 s)
33. Industrial
estate at
Tabriz 1 46 small and
r«Jdium
tenaments 1,204,000 -
34. Sewring
factory at
Semnan 1 50,000 pie
one shift 110,000 290,000

35. Shoe factory

at Semnan &ad
Sm&ndaj 2 50,000 prs, 100 ,000 130,0m

36, Fibre board
factery ——one at

Zanlan ans 2 in 2
other areas, 3 1,738,000 Ii° 2,112,000 1,071,000

37. Bore Processing
plants 54 Ferti liger
20,000 T, 4,862,000 3,802,000
Glue
8,100 T,
0il
3,600 T.

$11,044,,000 $10,313,000

f ————a—
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