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11/11/69 
(Tehran) 

11/7/69 
(Tehran) 

11/7/69 
(Isfahan) 
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(Tehran) 

11/8/69 
(Shiraz) 
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(Tehran) 
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(Tehran) 

IRAN 

Sir Denis Wright, British Ambassador to Iran 

General Mohammad Khatami, Air Force Commander-in-Chief 

Dr. Motamedi, Chancellor of Isfahan University 

H.E. Mohammad Sam, Governor General of Isfahan 

Jahangir Kia, Mayor of Isfahan 

Their Imperial Majesties the Shah and Empress Farah 

Dr. Houshang Nahavandi, Chancellor of Pahlavi University 

Prime Minister Amir Abbas Hoveyda 
Dr. Jamshid Amouzegar, Minister of Finance 
Husang Ansary, Minister of Economy 
Hasan Shalchian, Minister of Roads 
Mansur Rouhani, Minister of Water and Power 
Dr. Majid Rahnema, Minister of Scientific Research and Higher Education 
Dr. !raj Vahidi, Minister of Agriculture 
Mehdi Samii, Managing Director, Plan Organization 
Khodad Farman-Farmaian, Governor, Bank Markezi 

Reza Moghadam, Deputy Managing Director, Plan Organization 

A. Gasem Kheradjou, Managing Director, Industrial and Mining 
Development Bank of Iran 

Dr. Ali Khani, Chancellor, University of Tehran 
Prof. Ponian, Chancellor, Melli University 
Reza Amin, Chancellor, Arya Mehr University 

Others possibly met: 

Farroukh Najamabadi, Deputy Minister of Economy 
Aboul-Hassan Ebtehaj, Chairman and President, Iranian Bank 
Daryoush Homayoun, Managing Director of Ayandegan Newspaper 
Dr. Fereydoun Mahdavi, Deputy Managing Director, Industrial 

and Mining Development Bank of Iran 
Saeed Hedayat, Managing Director, Ahwaz Pipe Mill Company 
Iraj Hedayat, Assistant Managing Director, Industrial and 

Mining Development Bank of Iran 
Abdol-Ali Farman-Farmaian, Chairman of the Board of Directors 

and Managing Director, Pars Oil Company 
Rahim Mottaghi Irvani, Chairman, Melli Shoe Company 
Mr. Malm, Managing Director, Sherkat Sahami Aliaf (nylon plant 

with Allied Chemical as partner) 
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Ali Rezaii, Managing Director, ~ Iran Rolling Mill Company 
Ebrahim Golestan, writer and film producer 

Safi Asfia, Deputy Prime Minister, Development and Economic Affairs 
Dr. (Mrs.) Farokhru Parsa, Minister of Education 
Dr. Manuchehr Shahqoli, Minister of Health 
Dr. Fathollah Sotudeh, Minister of Posts, Telephones and Telegraph 
Dr. Abdol Asim Valian, Minister of Land Reform and Rural Cooperatives 
Naser Golesorkhi, Minister of Natural Resources 
Cyrus Samii, Deputy Governor, Bank Markezi 
Ardeshir Zahedi, Minister of Foreign Affairs 
Dr. Hassan Zahedi, Minister of Interior 
Dr. Abdol Majid Majidi, Minsiter of Labor and Social Services 
Assadollah Sanii, Minister of War 
Manuchehr Parto, Minister of Justice 
Hosein Kazemzadeh, Minister of State and Secretary General 

of the Civil Service Commission 
Dr. Masr Yegaheh, Minister of Development and Housing 
Dr. Mahmud Kashfian, Minister of State 
Mehrdad Pahlbod, Minister of Culture and Art 
Javad Mansur, Minister of Information 
Dr. Manuchehr Gudarzi, Minister of Agriculture Products and Consumer Goods 

Dr. Manuchehr Eqbal, Chairman of the Board, National Iranian Oil Co. 
Dr. Falla!, Deputy Chairman, National Iranian Oil Co. 
Mr. Taleghani, Chairman, Goodyear Tire Co. (Iran) 
Mr. Mostofi, Petrochemical Co. of Iran 
Haslan Naraghi, Agribusiness 
F. R. Felfels, Sepanta Industries (rolling mills) 



Thursday 
November 6 

Friday 
November 7 
(Iranian 
Sabath) 

Saturday 
November 8 

ITINERARY FOR MR. McNAMARA'S VISIT TO IRAN 

APPROXIMATE 
TIMING 

8:00--10:00 a.m. 

10:00--12:30 

12:30--1:30 

2:00--3:00 

3:00--

8:00-9:00 

9:00 

2:30--4:30 

Evening 

ACTIVITY 

Arrival Tehran 

Travel, Tehran Airport 
to Andemeshk Air Force 
Base 

Visit Dez Project 

Lunch (Dez Officials) 

R S 

Will stay at\ Royal 
Tehran Hilton Hotel-­
briefing by Mr. Cargill 
on program issues 

Travel in two Government 
planes. Several Govt. 
officials will be along 
to sit next to Mr. 
McNamara--names and bio­
graphical data to be 
filled in when known. 

Flight to Isfahan, over­
fly oilfields, petro­
chemical industry, steel 
mill 

Sightseeing in Isfahan, 
visits to project site 
of IMDBI borrowers 
(shoe factory, accom­
panied by Mr. Irva~i) 

Evening free 

Stay overnight at Shah 
Abbas Hotel at Isfahan 

Fly from Isfahan to 
Shiraz 

Drive 40 km. by car 
to visit Persepolis 

Lunch at Pahlavi 
University 

Fly from Shiraz to 
Tehran 

Banquet, black tie, 
given by Minister of 
Finance 

Accompanied by educa­
tional leaders 

Discussion of agricul­
tural research and 
development in Iran 



Sunday, Nov. 9 

8:00 - 8:30 

~ !:30 - 9:00 

~ 9:00 - 9:15 

9:15 - 11:00 

11:15 - 12:00 

( ~ 1--- ",:~ 

12: 1DB - 3:00 
-v ~ \;~ 1v 
3:15-~jfh] 
3~~-

5:00 - 5:15 
~'3-v . 
~l5 5•6 

5:45 - 6:15 

8:00 

- 6 -

Drive to Ministry of Finance 

Call on Minister of Finance 

Go to Prime Minister's office 

Meeting with Prime Minister 'and 
Ministers of Finance 

Economy 
Roads 
Wa:ter and Power 
Science and Higher Education 
Agriculture 
Managing Director, Plan Organization 
Governor Bank Markezi (Central Bank) 

Meeting with Minister of Science and Higher. Education 
and Chancellors •Of 3 Universities: 

Dr. Ali Khani - Ch~cellor of University of Tehran 
Professor Ponian " of Melli University 
Mr. Reza Amin " of Arya Mthr University 

e 
Lunch with Prime Minister Prime Minister's Residence 

Minister of Water and Power 
\ 

Drive to Ministry of Economy 

Meeting with Minister of Economy and 
Dr. Najn Ababi o+tA~t~ 

Drive to Ministry of Roads 

Meeting with Minister of Roads 

Drive to Hilton 

Dinner given by Mr. Kheradjou 
(few private sector people - see attached list) 
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APPHOXI¥1ATE 
DATE Tll'liNG ACTIVITY R111ARI'S 

Monday, Horning Conferences: Details to be fill;d 
November 10 in when known. 

( cJ fn . civ ~) 
Lunch Small luncheon with 

the Prime Hinister: 

Afternoon Confc.rence9: 

Evening Small informal dinner 
given by Mr. Mchdi Samii. 
In attendance 1• ~ 11 be four 
or five important Govern-
ment Officials; Mr. Farman-
farmaian, Governor of 
Central Bank; 1· .• G • Reza 

• Moehaclam, Deputy Nanaging 
Director of Plan Organ-
ization; Eng. I.ansur Rou.hani, 
Ministei' of ~later and Pm·Jer 
(and others). 

Tuesday, Early morning Departure for Europe 
November 11 
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ASSOCIATION RECONSTRUCTION AND DEVELOPMEN T CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Alexander Stevenson 

FROM: A. J. Mac one~ 
DATE: November 4, 1969 

suBJECT: Briefing for Mr. McNamara on petroleum 

1. I think this memorandum will make better sense than otherwise 
if I begin by stating what I understand to be the specific points on 
which briefing is desired regarding the world and Iranian petroleum 
situation. The points are as follows: 

(a) Basic facts about the world petroleum industry (it is 
understood that 'rworld" in this memorandum excludes the 
centrally planned countries except when otherwise 
indicated) . 

(b) Comments on a number of specific questions on the world 
petroleum market, which I understand to be: 

(i) To what extent is the flow of trade affected by 
the technical qualities of various crudes? 

(ii) What are the constraints set on world trade flows 
by government policies? 

(iii) What shifts have taken place in the direction of 
trade by major countries and companies? 

(iv) What do we know about joint ownerships and what 
is their significance? 

(v) What do we know - about the contractual terms under 
which companies produce oil in foreign countries? 

(c) In addition, we have been asked to prepare two tables. One 
is to show the following: major company production in each 
of a selected list of countries; the product marketings of 
each major company by major consuming area; current oil 
reserves by country and expected production by country in 
the mid-1970's or the 1980's. The other table is to ~how 
Iran's crude oil production in barrels and its value in 
dollars, year by year, 1959-1969. 

(d) We have also been asked to comment on the oil export pro­
jections of the Iranian Government and the Bank Mission, 
and on any negotiations between the Iranian Government and 
the companies operating in Iran. 
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2. The first table mentioned in 1 (c) above is attached as Table 1. 
However, one piece of information is missing from it, namely, projected 
future oil production by countr.y. Most governments or companies have not 
published such estimates in recent years. We ourselves have made an 
estimate of aggregate LDC production in 1975 in our paper "Recent and 
Prospective Trends in the World Petroleum Industr.y", prepared by Andrew 
Huang in February 1968 (attached as Annex I). That estimate, however, 
was arrived at by projecting OECD demand and then projecting OECD produc­
tion (i.e., in the U.S. and Western Europe) on the basis of an OECD study. 
He then allocated the resulting 1975 projected OECD import deficit 
between the LDC 1 s and the USSR. The aggregate production projection 
appears in Table 14 of Annex I, but we have thus far hesitated to break 
it down by country since this would involve more guessing than has been 
required for operational purposes. We have, therefore, shown in Table 1 
growth rates in production by country for two different postwar periods, 
1955-1968 and 1960-1968, to suggest how the competition for increased 
shares is progressing. J~x:cluding the African newcomers, whose growth 
rates are still too much influenced by their status as new entrants and 
the brevity of the period since some of them have became substantial 
exporters, it will be noted that Iran leads the field. This reflects in 
part Iran.' s position as a probable low cost producer and a profitable 
area of operations for the companies,1/ and in part a good bargaining 
position in dealing with the major oil companies. The country's political 
stability and basic alignment with the West undoubtedly are important 
factors in its oil negotiations. 

3. It is worth noting, however, that Saudi Arabian production also 
has been growing faster than average, even though profitability there may 
be considerably lower than in Iran (Table 11, Annex I). This suggests 
that political stability and basic company-government rapport, despite 
surface controversy, probably carries as much weight in the bargaining 
as profitability. 

4. Table 2 shows Iranian production (in barrels and tons). ·we 
have included a line showing f.o.b. export values of Iranian petroleum 
for 1962-1967 (culled from the Bank's EConomic Mission Report) but these 
may be meaningless for most purposes since, as footnoted, they are purely 
accounting values based on posted prices. The more meaningful figures are 
those on oil revenues, which are taken from Petroleum Press ·Service, 
August 1968 • 

5. The problem in tackling question 1 (a) and those under 1 (b) is 
that we are not certain what their precise intent is. I think that Annex 
I is substantially responsive to question 1 (a) and gives sufficient 

We infer this in two ways - both imperfect: (a) Iranian wells are 
still the most productive in the world, on the average (see Table 11, 
Annex I); (b) Iran's reported average revenue per barrel (estimated · 
at 83.5 cents in 1967) is near the average for the Middle East, and 
much lower than in Venezuela or Libya (where it is close to a dollar). 
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background to permit us to be very brief in our answers to the questions 
under 1 (b). However, if Mr. 11cNa.rnara has already read Annex I there 
may be further points to his questions which we are missing. In the 
absence of any reference to Annex I in the questions, I am assuming that 
it has not alreaqy been read. 

6. While the historical data and discussion in Annex I only carr,y 
through 196.5, the basic historical situation presented there will only 
change marginally if updated {a project, incidentally, that is in progress). 
In the following paragraphs, we shall do some of this updating, while at 
the same time pointing up some of the more salient features of the world 
petroleum industry. We may return to some of these points in answering 
1 (b) later on. 

Demand Growth 

7. For the postwar period as a whole, taken as 19.5.5-1968 in order 
to omit the reconstruction period, world demand growth for petroleum 
averaged a phenomenal 6.9 percent per annum. The pace increased in the 
1960 1 s to 7.3 percent per annum (1960-1968). However, the rates of 
growth by major economic region varied widely from 3 • .5-4 percent per 
annum in North America to over 20 percent per annum in Japan, and almost 
12 percent per annum in Western Europe. The growth rates by major regions 
are shown in Table 3. 

Trade Growth 

8. World iigports of petroleum and petroleum products have been 
growing much faster than world demand, largely because demand growth has 
-been fastest in areas that are both large consumers and heavily dependent 
on imports, i.e., Vestern -_Europe and Japan. ·Even in the u.S., with its 
large oil-producing industry, imports have been allowed to rise faster 
than production by permitting overland shipments from Mexico and Canada 
to enter ex quota. World import demand grew at 9.7 percent per annum in 
19.5.5-1968 and 10.8 percent per annum in 1960-1968. 

9. Begirming in the late 1950's, the USSR has striven to regain 
its prewar position as an important supplier to Western Europe, and 
Canadian exports began to appear in the early 1960 1 s and have continued 
to grow. Export volume growth for the LDC 1 s has therefore been somewhat 
slower than world import growth but, as far as we can determine from 
rather imperfect data, not yet materially so, since Canada and the USSR 
combined still only account for roughly 8 percent of world exports. The 
effect of their growing exports had a displacement effect regionally, 
however; in the u.s. in the case of Canada and in Europe in the case of 
the USSR. 

10. Within the global trade volume there was a significant shift in 
product composition. As stated in Annex I, in 1937 about one-third of 
total world imports were refined products (gasoline, etc.). By 196.5 the 
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latter's share was only 25 percent and this trend has probably continued 
in view of the continued preference of importing countries to do their 
own processing. 

11. World petroleum import growth has been distributed very unevenly 
among the major developing exporting countries, as illustrated by Table 
4, which shows estimated relative shares of these countries in total 
world export trade. As already suggested in paragraphs 2 and 3 above, 
much of this variation is attributable to: (a) the appearance of new 
entrants in petroleum production, (b) the relative profitability of 
companies in various host countries, and (c) the political bargaining 
power of the host governments. The first factor, of course, tends to 
reduce the strength of the third, since it permits companies and import­
ing governments to spread the security risks affecting their sources of 
supply. 

12. We have noted that some new entrants (e.g., Abu Dhabi), secured 
reportedly better terms on profit sharing from sponsoring companies (the 
Japanese) but in the long run, their very existence will furnish a basis 
for the international companies to improve their end of the bargain, or 
at least avoid further concessions. The Japanese have already single­
handedly played this, .game in the iron ore field with breathtaking success. 
The producing countries no doubt realize it and are trying to concert 
their positions via the Organization of Petroleum Exporting Countries 
(OPEC), of which Iran is an active member. But while all the OPEC 
countries are ostensibly and vocally in favor of nleveling up" the 
profit-splitting arrangements, we see no evidence that they are about to 
agree on fixed market shares for the future. 

Industry Structure 

13. In the opening paragraphs of Annex I we note that the dominance 
of the major companies has been declining since the 1950's in the inter­
national oil economy outside the u.s. and the USSR. In ter.ms of crude 
production, the share controlled by these companies outside the U.S. 
declined from almost 90 percent in the late 1940's to around 75 percent 
in the mid-1960's. This trend has continued, the share of the eight major 
companies amounting to about 65 ·percent in 1968. 

14. It is already evident that the geographical distribution of oil 
production has also been greatly diversified during the postwar period 
(see Table 4, for example). It seems clear that the international 
petroleum economy is dynamic in more respects than the aggregate growth 
rate and is not ea~ to characterize as a simple oligopoly. 

15. I believe some of the foregoing remarks anticipate what we 
have to say in response to the questions under 1 (b) above. Following 
are additional comments. 
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-Effect of Technical Qualities on Trade Flows 

16. The technical qualities of various crudes have an influence on 
trade flows, but not a dominant or a precisely quantifiable one. To 
illustrate this, one may compare Tables 5, 6 and 7. Fuel oil has been 
experiencing the highest consumption growth rate globally and in Europe 
and Japan (Table 5). In spite of this Middle East crude, which in the 
aggregate is rich in the heav,y fractions, lost ground in Europe but 
gained in Japan. This indicates that location (including, of course, 
the closing of the Suez Canal) and the fact that Japanese companies have 
become heavily involved in oil prodlction in the Middle East are also 
important factors. Comp~ nationality also helps explain the increasing 
share of African crudes in Europe. Canadian competition under the quota 
~stem and probably less than friendly company-government relations, 
probably explains the shift in Venezuela's marketing toward Europe as 
much as the technical quality of its crudes (which, however, are said to 
lend themselves well to blending with Middle East crudes for ·European 
refineriesr). 

17. Sulfur content is another characteristic of crudes that is 
often mentioned as influencing demand, low .SUlfur content being desirable. 
Roughly speaking, Arrican oils enjoy the lowest sulfur content and Iran 
is somewhat better off than other Middle East countries in this respect. 
On the other hand, African oils are afflicted by heavier wax content, 
which increases handling costs. However, in the end these characteristics 
are reflected in product costs - and their impediment to the marketability 
of any crude can be overcome if the refinery can get the crude cheaply 
enough in the first place and is confident enough of the supply to make 
ihe plant adjustments nece ssacy. 

Constraints of Government Policies on Trade Flows 

18. e generally proceed on the assumption that in any consuming 
countcy there will be a tendency for oil produced abroad by companies 
that are nationals of that country to receive whatever favored treatment 
is possible. However, no one importing country provides a market for 
any exporting country's entire output and no major company markets its 
entire foreign output in the mother country. Hence c cmpany nationality 
is not sufficient by itself to account for trade patterns and flows in 
petroleum. 

19. As far as government import ·policies are concerned, only one 
countcy has a fairly definite and publicly stated policy, i.e., the 
u.s., •ihich has import quotas~ These are described briefly in paragraph 
5 of Annex I. other major importing countries and areas either have no 
specific government policy on petroleum imports, or one that is pragmatic 
and unpublicized. 
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Shifts in Direction of Trade 

20. Unfortunately, we do not have sufficient data readily at hand 
to show changes in the geographic marketing patterns of the major companies. 
Table 6 shows shifts in the geographic distribution of producing areas 1 

exports between 1960 and 1968. Table 7 shows the changes that occurred 
in the shares of the various exporting areas in the imports of the major 
producing areas. It is possible to rationalize these changes in a general 
way in terms of oil qualities, the closing of the Suez Canal, the develop­
ment of larger tankers, company nationality, the u.s. quota ~stem, costs 
of production and importing countries 1 security desires. However, in 
the end there is no objective set of values or weights that can be applied 
to the array of reasons so as to yield a unique objective trade matrix 
corresponding to what has actually taken place historically. In forecast­
ing exports from individual countries for medium term periods, we rely 
heavily on trend analysis and subjective judgments based on as much 
information as we can accumulate. 

Joint Ownerships 

21. It is our understanding that the relatively new joint-ownership 
concept is a device to permit governments of producing countries to 
exploit, independently of the companies, potential new or expanded 
markets in developing countries and Eastern Europe - the latter on the 
assumption that the USSR may not be able to cover fully the future grolvth 
in the import demand of its Warsaw Pact partners. Much, if not all, of 
this trade is expected to be on a government-to-government basis. 

22. Table 8 shows the existing agreements of which we are aware 
and some of the principal terms. 

Contractual Arrangements 

23. The principal features of the contractual arrangements between 
companies and host countries are summarized in Table 4 of Annex I and 
discussed in Raragraphs 9-11 of that paper. 

Government and Bank Mission Oil ~ort Projections for Iran 

24. According to EMA-3a, Febru 25, 
projected oil export volume to grow at 16. 
1968 and 1972 while the Bank Mission as 

e Iranian Government 
er year between 

cent per year. 

25. Our own resent projections of future growth in aggretate OECD 
net import n pr c ice equivalent to global net trade growthAnnex I, 
yage 11) s 7.5~9.0 ercent per year. Annex I is now in the process of 
being upd d · s projections reviewed but the review may not 
necessarily result in a substantial change in that estimate - much depends 
on what we conclude about the future of Alaskan oil. This trade volume 
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projection being a globaC one, however, it cannot be applied automatically 
to individual countries certainly not, for example, to Venezuela - see 
paragraph 38, Annex I). However, we do not in fact know on what basis 
the Mission arrived at its projected growth rate for Iranian exports. 

Negotiations between Iran and Companies 

26. We do not have firsthand information on this subject. We 
understand that Iran is~ the Consortium to agree to increase its 
offtake of Iranian oil ~rcent in 1970 over 1969. In 1965, Iran 
asked for a 17.5 percent 1ncrease dur· t the increase did not 
materialize • . It is possible t Mill settle for a con ation of 
its average growth rate in t (around 13 percent per ar) or 
possibly less. 

AJMacone/ACHuang/hl 
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PRELIMINARY 

.Table I: PETROLEUM: . DISTRIBUTION OF wau.D PROOOCTION, MARKETINGS AND RESERVES, AND J?!OOOCTION CIROWl'H RA1ES BY COUN'l'lliES IN SELECTED !EARS . 

I: Di.stribution of Production ani Reserves by Selected Countries or Companies, and Production Growth Rates, Selected 
~ 

Areai Country 

North America · l,v. 
United States ~\RP 
Canada 

Total 

Middle East· · 
Saudi Arabia 
Kuwait 
Iran 
Iraq 
Abu lllabi 
Qati!I 
Bahrain 
Other 

Total 

Latin America 
Venezuela 
Colombia 
Other 

Total 

Africa 
Libya 
Algeria 
Nigeria 
Other 

Total 

South and South-East Asia 
Indonesia 
Other 

Total 

Western Europek/ 

Total 

World Tota12/ . 

United States · 
Cartada 
Latin America 
Other Western Hemisphere 

BP 

0 .6 
o.8 

51.5 
50.8 
17.5 
9.5 
2.2 

10.3 

0.3 
2 .4 

1.1 

0.8 

"2& 

~ 

Total Western Hemisphere 

United Kingdom 
EEC 
Rest of Europe 

Asia 
Australia and New Ze~land 

Africa arx:l Middle· East 

Total Eastern Hemisphere 

World Total 

, 
CFP 

0.2 

7. 7 . 
17.5 
6.6 
2.2 

1.2 

10.3 

BP 

2.:1 
15.6 
)6.9 
16.2 

12.1 
).8 

5. 7 

2Q:.l 

lOd 

l/ Totals may not agree due to rounding. 

Y Began production after 196o. 

2/ Began production after 1955. 

!t/ Includes Turkey. 

2/ Excluding centrally planned countries. 

For year 1967. 

II: 

Esao 

46.6 
8.5 

55.1 

42.3 

9.3 
8.8 
1.8 
1.1 

88.3 
1.2 
1.5 

29..:2. 

).0 

0.9 

2!2 
3.4 

~ 

~ 

Gulf 

70.6 
8.8 

10.6 

1.5 

4.9 

17.6 
3.6 

14.1 

9.5 
8.8 
1.8 
1.1 

6.0 
o.s 

7.5 
0.3 

0.05 

0.9 

29.3 
3.3 

~ 

17.8 
17.5 
),6 
9.3 

54.3 
. 1.3 
2.8 

).0 
1.1 
2.8 

6.8 

6.2 

6.2 

3.8 

hl 

~ 

Periods 

27.9 
2. 7 

42.3 

8.3 

1.8 

3.2 
1.1 

5.9 

11.1 

11.:.1 
,OJ 

Texaco 

41.7 
6.5 

1!.§..:1. 

42.3 

9.3 

1.8 

10.4 
2.2 
6.4 

5.9 

11.1 

11.:.1 
.03 

.,......,....-..,..T.,::o:.:::ta:::l:;.........,..,......-~Proved Reserves. 
8 Colllpanies otiiN'~ end.l967 . 

193.2 
29.6 

~ 

141.0 
122.1 . 
121.3 . 
70.1 
23.3 
15.8 
3.5 

18.5 

21hl 

172.8 
7.1 

14.6 

194.4 

29.7 
13.5 
7.0 
2.8 

24.1 
6.2 

~ 

9.6 

9.6 

1,025.6 

259.7 
27.4 

~ 

0.1 

20.2 
3.9 

• 7 
.4 

16.8 

42.2 

16.7 
1.8 

50.5 

69.1 

3.2 
8.9 

B:.1 
13.3 

6,644.5 
1,204.5 

7,849.0 

11,645.0 
9,590.0 
6,850.0 
4, 795.0 
2,055.0 . 

548.0 
34-3 

3,182.5 

. 38,699.8 

3,425.0 
274.0 

1,078.9 

2, 740.0 
1,370.0 
1,644.0 

167.4 

~ 

1,370.0 
304.8 

1,674.8 

450.2 

~ 

~ 

Marketings of . Crude Oil an:l.Refined Products of Major Companies by CoWftries and· Areas, ·1968 

(Percentage of Total Company Sales) 

CFP 

{ 42·6 

7.6 

{ 30.5 

12.2 
1.6 

5.5 

~ 

100 -

Esso 

20.4 
7. 7 

24.1 

Gulf 

56.3 
13.2 

5.6 

12!l 

! [24.7 
47.9 

100 == 

Mo)li,l 

100 == 

Shell 

100 
=== 

Stancal §! 

100 == 

..rces: Petroleum Press Service; · CompanY Annual Reports; World Petroleum Report, V.14, 1968; 20th Century Petroleum Statistics, 1968 • 

Production Growth Rate 
19550068 1960-68 
~ 

2.5 
9. 7 

8.9 
6.5 

18.2 
6.5 
2/ 

878. 
6. 7 

22.0 

4.1 
).8 
8 . 0 

6.5 
6.8 

6.6 

7.0 

7.0 

~ 

Texaco 

3·3 
10.1 

10.8 
5.2 

1).2 
5. 7 
2/ 

879 
6.0 

19.2 

9.9 

).0 
1.5 
6 . 8 

).8 

2/ 
2270 
29 . 0 
21.0 

) . 6 
9 . 3 

?.& 
5.1 

2.:.1 



Table 21 IRANIAN CRUDE OIL PRODUCTION - 1959-1969 

1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 

Production 
1,034.8!/ 1,173.~/ (Millions of Barrels) 338.8 390.8 430.9 482.6 538.6 618.6 688.2 771.3 947.8 

Production 
16o.J-1 (Million Metric Tons) 46.4 52.6 59.4 66~0 73.1 84.8 94.8 105.1 129.3 141.5 

Nominal f .o.b. ~lue 
Oil Exportsl 

of 

(Million Dollars) n.a. n.a. n.a. 902.1 942.5 999.6 1,138.6 1,298.6 1,547.0 n.a. n.a. 

Government Revenues 
902~/ (Million Dollars) 263 285 301 334 398 475 534 607 746 n.a. 

~/ Estimated. 

~I Annual rate based on first seven months. 

2_/ Accounting value based on posted prices as recorded in the balance of payments. 

~/ Bank Mission estimate. 

3ources: 2oth Century Petroleum Statistics, 1968; Petroleum Press Service, August 1968, September 1969; IBRD Report EMA-Ja, 
Table 7; British Petroleum Statistical Review of the WOrld Oil Industry, 1968. 



Table 3: POSTWAR GROWI'H TRENDS IN PETROLEUM COOSUMPTION 
BY MAJOR CONSUMING AREAS 

{Percent per annum) 

1955-1968 196o-1968 

North America 3.6 3.9 

Western Europe 11.9 ll.8 

Japan 22.4 21.1 

other 7.1 6.5 

Total World (excluding Bloc) 6.9 7.3 

Source: British Petroleum CompaQY Ltd. 



Table 4: ESTIMATED SHARES OF SELECTED DEVELOPING AREAS AND 
COUNTRIES IN WORLD (EX BLOC) OIL EXPORTS 

(Percent) 

1950 1960 1968 

Middle East 
Iran 
Iraq 
Kuwait 
Saudi Arabia 
Others 

Africa 
Algeria 
Libya 
Nigeria 
Others 

Western Hemisphere 
Venezuela 
Others 

42.9 
16.7 
3.1 
8.9 

14.1 
0.1 

1.6 

42.9 
33.5 
9.4 

55.3 54.0 
11.9 14.7 
10.8 1.1 
18.6 12.7 
14.0 14.7 

2.1 18.1 
1.3 4.0 

11.6 
0.1 0.6 
0.1 1.9 

34.0 21.1 
28.1 16.5 
5.·9 4.6 

Source: Regional and World Total Exports: British Petroleum Company 
Ltd. 

Countr.r exports: estimated by adjusting British Petroleum Pro­
duction figures for the respective countries. 



.. 

Table 5: GRC1tll'H RATES OF DEMAND FOR SELECTED PETROLEUM PRODUCTS 
IN SELECTED REGIONS 1960-1967 

(Percent per annum) 

Gasoline Diesel Oil 
including including 
Jet Fuel Kerosene Fu.el Oil 

United States ).8 ).7 2.4 

Canada 5.6 ).2 7.2 

Europe 9.9 9.0 14.2 

Japan 17.0 21.9 20.9 

Total of above 5.2 6.9 9.4 

Source: OECD, Basic Statistics of Energy, 1951-1965 and 1953-1967 • 



Table 6: SHARES OF MAJOR CONSUMmG REGIONS IN EXPORTS OF 
PETROLEUM EXPORTING AREAS 

(Percent) 

Western other 
United States · Eu.roEe JaEan ~orters 

Exporters l9b0 l9bS 1960 l9bS 1960 l9bB 19'5 l9bB 

United States 21.1 22.2 4.2 19.5 74.7 58.3 

Canada 100.0 100.0 

Latin America 46.6 52.2 21.1 22.2 2.2 32.3 23.4 

Middle East 7.4 2.5 58.1 48.7 9.3 25.5 25.2 23.3 

Africa 4.2 100.0 91.6 0.1 4.1 

South-East Asia 19.0 16.3 9.5 3.5 20.5 55.8 51.0 24.4 

Soviet Bloc 73.9 81.3 4.4 4.0 21.7 14.7 

_._..,hers 25.3 1.1 1.1 100.0 72.5 

- means nil or negligible. 

Source: British Petroleum Compaqy Ltd. 

World 
1960 l9bB 

100.0 100.0 

100.0 100,.0 

100.0 100.0 

100.0 100.0 

100.0 100.0 

100.0 100.0 

100.0 100.0 

100.0 100.0 



Table 7: SHARES OF PETROlEUM EXPORTING AREAS IN THE IMPatTS OF MAJOR 
CONSUMING MARKETS, 1960 AND 1968 

United States W. Euro~ Ja12an 
Exporters 1900 19bS 19oo 19B 19bo 19oB 

------- (Percentage of total imports) ---------

United States 1.0 0.4 1.5 1.1 

Canada 6.1 16.0 

Latin America 71.3 63.6 15.4 7.8 2.6 

Middle East 18.3 8.8 68.2 49.4 78.9 86.6 

Africa 5.3 5.7 33.4 0.2 

Southeast Asia 4.3 2.4 1.0 0.1 15.9 7.8 

Soviet Bloc 8.7 8.9 3.7 1.5 

others 3.9 0.2 

\Pbrld 100.0 100.0 100.0 100.0 100.0 100.0 

- means nil or negligible. 

Source: British Petroleum Company Ltd. 



Table Ba JOINT VENTURE AGREEXENTS m MIDDLE EAST 

r-. ~o :; t favoured 
cotnp:!ny ate. 
(1-.!Tccti\'cly 
50%) Minimum. 
t'l~tym -nt 12~% 
pos:cd price 

Income t<tx 40 ~. ~ 
(or accorlli c.g 
to future 
legislation) on 
profit related to 
posted price. 
-~- cfb m~rketing 
allowance 

50% (or 
according to 
future 
legislation) on 
profit related 
to posted price. 
} cfb marl:eting 
allowance 

50%, based on 
posted price · 

50% income tax 
b:1sed on 
posted price. 
OPEC formula 

50% income tax 
based on posted 
pric~.?, OPEC 
formula 

Sec under 
Royalty 

ER.:\P p:l)S no 
";! :<. :~,) ·'·~ of 
:•: ~t::·.~ cio:1 , 
~:: .... ; c, -, .) ~ ~1. nd 

~~:~<\~jli in 
;:-· ·~ · .:h a ~: c p ric;:: 

PETROLEU L\-1 
PRICING 

Posted price. 
Discounts 
pcnnittcu if 
approved by 
NIOC 

Board determines 
posted and 
offtake prices. 
Petromin has 
right of approval on 
ElZAP's saks 
price for 
Pctromin crude 

ENI must sell 10 ~~ 
of production or 
minimum 20 000 
b/d to 3rd 
parties at agreed 
price. If price 
too low, Pctrcmin 
may reduce 
production 

Posted price 
comparable to 
other Arabian 

· Gulf crudes, 
Kuwait Govt. 
approval 

Posted price 
comparable to 
other Arabian 
Gulf crudes 

Posted price 

Realizt>d price 
determined by 
committee 
appointed 
equally by NIOC 
and ERAP. 
Provision for 
arbitration 

Realized price 
det~rmincd by 
com mitt..:(~ 
appointed 
equ ::>lly by I~OC 
and ERAP. 
Provision for 
arbit ra rion 

· -' · ·· 1 

· · · · . ~·v !l Press S en icc ~·.:hr..:h 196') 

CRUDE 
01111Ti\KE 

Each p arty li ft<; 50r;~ of 
production . Each m ay 
purch~1sc otltcr's nnliftcd 
shm e at a price halfway 
between posted price and 
unit production cost 

Govt. may t2ke 40% 
· production or have I~RAP 
market for export at sp~cified 
commission schedule related 
to sales price. 
Govt. m::1.y buy 10% 
of proquction at 
special price 

Partners lift in 
participation 
proportion. If offered, 
ENJ must market 
Pctromin sh::1.re. 
Basis \Vcightcd 
average price 3rd 
party sales. Govt. may buy 
10% of production at 
special price 

· Foreign partners 
must market 
Ruler's share on 
request, at agreed 
realized prices 

NIOC sells to ERAP 
from 35 % to 45 % of 
·production capacity of each 
field for 25 years 
at halfwJy price 
based on realization 
(sec under Royalty). 
On request, ER.:-\P 
sells 35 million tons 
of NIOC crude 
taking 2% commission 

ERAP buys from 
INOC 12% of production at 
cost plus royalty and lS % 
at tax paid cost. 
At requc~t I~OC mu <> t 
m~1rkct 100 000 b d of 
INOC /0 % crude ' 
p roduction sh::1rc at ~· C,:b 
com:llt3sion nt<d nc:·:t 
100 OCO b/d at 1 ~· c b 

SPECi r\L 
PROVISIONS 

Saudi tanhr 
preference 

30% cumvlatlve 
net income invested 
in integrated 

· operations. $·10 
million joint 
ownership 
petro-chemical 
pbnt, or forfeiture 
payment 

Spanish Go\·t. 
reserves up to 
25% of Spanish crude 
and products 
imports for 
Hisp~noil share of 
crude p roduced plus 

- 20 000 b /d maximum 
of KNPC share 

ERAP trading of 
NIOC crude 
linked \vith 
purchase of 
French goods 
by Iran 

101 



Sharjah 
Ruler/Shell 

Ira a 
NIOC/ERAP 

Iraq 
INOC; ERAP 

102 

40 years 

25 years from 
comm·.::rcial 
pro-.iuction 
of each 
commaci~l 
field 

20 years from 
st ::>. rt of e;(rorcs 

815-to 637 in 
5 years, 425 in 8, 
212 in 10 

77 200 onshore, 
7 720 offshore, 
to be ted u ced 
after 1st year to 
7 700 and 3 860 
-periodic 
reductiom, end 
6 ye:-trs 25': ~ 
remaining 
onshore and 22 '\) 
offshore 

4 170-..:.so ·~;> 3rd 
yea r, 75 ~·~ 5th yea :. 
After G Vl:'l r:> to 
produci~.z ::lr t.: <1S 

only · 

811 375 000 
in 8 years 

J\1inimum ycc~rly 
expenditure 
and. drilling 
obligations 

Min. explor. 
expcnditun:s 
ddin:cl fo r 
each paiod 

Smplus to 
Rukr against 
additional 
costs 
incurred 

After NIOC's 
requirements, 
ERAP may take 
35 % to 45 ~ ·~ 
for 25 years . 
Price to be 
agreed 

50 °~ }.;'arion:1l 
Reserve 



Country/Area 

North America 
United States 

Crude Oil 
Natural Gas Liquids 

Canada 
Mexico 

Total North Ams- ica 

Caribbean 
Colombia 
Trinidad 
Venez~la 

Total Caribbean Area 

South America 
Argentina 
Brazil 
others 

Total South America 

Total Western Hemisphere 

Western Europe 
Austria 
France 
Germany 
others 

Total Western Europe 

Middle East 
Iran 
Iraq 
Kuwait 
Neutral Zone 
Qatar 
Saudi Arabia 
others 
Abu Ihabi 

Total Middle East 

Africa 
Algeria (including Sah&ra) 
Libya 
other North Africa 
Nigeria 
other West Africa 

Total Africa 

South-East Asia 
Indonesia 
other South-East Asia 

Total South-East Asia 

U.S.S.R. 

I 

Eastern Europe & Mainland China 

Other Eastern Hemisphere 

Total Eastern Hemisphere 

WORLD (excluding USSR, E.Europe 
and Mainland China) 

WORLD 

Table 91 wau.D Pm'ROLIUJI fROJJJCTICII 19$$-68 

(million to .. ) · 

329.5 347~1 347~1 333.2 350.3 3$0.3 3$6.7 364.1 374.5 379.2 387.6 412.0 437.5 452.9 
32.7 34.0 34.3 29.2 31.8 33.8 ;35.8 36.9 39.5 41.7 43.6 46.1 50.5 54.3 

17.1 22.7 24.4 22.9 25.4 26.4 31.3 3$.7 38.2 41.4 4$.0 49.4 54.1 57.0 
12.$ 12.6 12.2 1).2 13.7 14.9 16.4 17.1 18.3 18.6 18.8 19.1 20.2 21.2 

m& ~ 418.0 ~ 412.2 ~ ~ ~ lUQ.:.i ~ ~ 526.6 ~ ~ 

5.$ 
3.5 

112.6 

6.3 6.4 6.6 
5.3 

134.9 

7.9 
6.1 

l!)O,l 

7. 7 
6.6 

l!)l.l 

8.2 
6.9 

170.4 

8.8 
7.1 

177.4 

10.4 
7.0 

182.1 

10.2 
7.9 

176.8 

9.4 
9.3 

184.9 

8.9 
9.6 

189.5 
4.1 4.8 

128.0 144,6 

~ ~ -~ -~ ~ ~ 194.9 203.6 W.:.£ 

4.3 4.9 
0.3 0.$ 
3.4 3.8 

!!.:.2 2:l. 

~ ~ 

3.6 · 3.4 
0.9 1.2 
3.1 3.5 
1.9 2.5 

~ 12& 

16.1 
32.8 
53.9 
1.3 
5~4 

46.8 
1.$ 

0.1 

1,9 

26.4 
30.1 
54.1 

1.7 
5.8 

47.9 
1.5 

1.8 

12.1 13.1 
5.2 5.6 

ll:J • ~ 
69.6 82.$ 

13.6 13.9 

1.2 1.2 

4.8 $.1 6.4 9.1 
1 • .3 2.6 3·3 4.1 
4.0 4.1 4.0 4.3 

~- ~ lhl 1Z.:2 
~ 2.a:l ~ 607,0 

3.1 . 2.8 2.4 2.4 
1.4 1.4 1.6 2.0 
3.9 4.5 $.1 5.5 
3.8 4.3 . 4.8 5.4 

~~ll:l~ 

35.6 41.0 46.4 $2.6 
21.7 35,8 41.8 47.5 
56.4 70.2 69.5 81.9 

3.4 4.3 6.1 7.3 
6.$ 8.2 7.9 8.2 

48,2 . $0.1 54.2 62.1 
1.6 2.2 2.1 2.2 

0.4 · 1.2 8.6 

2.4 3.3 3.3 3.4 
0,3 0.$ 0.9 

0.2 0.5 0.8 0.9 

12.0 
4.8 
4.5 

ll:l 

~ 

2.4 
2.2 
6.2 
6.0 

~ 

14.0 
4.6 
5.0 

U:.§. 

W& 

2.3 
2.4 
6.8 
6.2 

59.4 6Q.o 
49.0 49.2 
82.7 . 92.2 
9.5 13.0 
8.3 8.8 

69.2 75.8 
2.2 2.2 

0.8 

280.3 308.0 

JS,8 20.7 
0.9 8.7 
3.9 4.8 
2.8 3.5 
1.0 1.$ 

13.9 
$.1 
5.3 

~ 

680.3 

2.6 
2.$ 
7.4 
6.6 

12:.! 

73.1 
56.7 
97.2 
16.7 
9.0 

80.5 
2.4 
2.6 

23.9 
22.4 
5.8 
3.8 
1.8 

14.7 
4.6 
5.6 

~ 

222d 

2.6 
2.8 
7.7 
7.8 

~ 

84.8 
61.6 

lo6.7 
19.4 
10.2 
86.4 
2.4 
9.0 

26.5 
41.4 
6.6 
6.0 
2.4 

14.1 
4.7 
5.6 

2.8 
3.0 
1.9 
8.4 

94.8 
64.4 

109.0 
19.1 
ll.O 

100.8 
2.8 

13.6 

26.5 
58.7 
6.6 

13.7 
1.8 

15.0 
5.8 
5.8 

~ 

1!&! 

2. 7 
2.9 
7.9 
8.6 

10$.1 
68.0 

114.4 
22.3 
13.8 

119.4 
3.3 

17.3 

33.8 
72.3 
1.0 

20.7 
2.3 

l!).6 
7.1 
6.6 

~ 

~ 

2, 7 
2.8 
7.9 
9.4 

22:8 

129,3 
60.1 

115.2 
21.7 
15.4 

129.2 
6.$ 

18.3 

39.1 
84.3 
8.6 

16.2 
4.1 

17.1 
8.9 
8.3 

~ 

827 ·7 

2, 7 
2. 7 
8.Q 
9.5 

141.5 
74.0 

122.1 
22.l 
16.2 

141.1 
16.7 
24.0 

43.0 
126.0 
14.8 
6.9 
5.2 

15.8 16.7 19.1 20.6 21.4 23.1 22.5 22.3 23.8 23.5 25.5 27.3 
5.5 $.2 5.4 5.6 4.2 4.0 4.0 3.7 3.9 4. 7 5.6 6.2 

~ ~ ~ ~ ~ ill ~ ~ ~ ~ ~ ~ 
96.8 ll3.2 129.5 147.9 166.0 186.0 ·2o6.1 223.6 24,3~0 26$.1 288.0 309.0 

14.2 15.3 17.2 19.3 20.0 21.8 22.4 24.2 2$.2 26.7 27 .o 29.7 

1.4 1.6 1.7 1.8 2.0 3.1 3.5 4.2 5.1 7.0 8.2 8.9 

361.1 420.6 

~ §§.4§. 

~ ~ ~ ~ llii2.:2. 948.8 1,025.1 1,157.6 

~ ~ ~ ~ ~ ~ ~ 1,646.6 

Source: Statistical Review of the World Oil Induetl71 1965 aJl:l 1968, £.2• ~· 



Agreement 

Type of 
Agreement 

Govermnent 
participa­
tion 

Payments 
($ Million) 

Royalty 

Tax 

Petroleum 
pricing 

Table 8! JOINT VENTURE AGREEMENTS IN MIDDLE EAsr 

Iran 

1965 six offshore 
agreements NIOC/ 
foreign group 

Joint structure 
agreement 

5o% except 
exploration 

Ranging 25-59 
initial, total 
six groups 190 

None 

Most favored 
company rate. 
(Effectively 5o%) 
Minimum payment 
1~~ posted price 

Posted price. 
Discounts per­
mitted if approved 
by NIOC 

Saudi Arabia 

Petromin/ERAP/Tenneco 

Exploration concession 
agreement and joint 
venture development 
contract 

40% after grant exploi­
tation concession, with 
50% voting rights 

0.5 initial. 1 on 
grant of exploitation 
concession. 4 when 
production 70 000 b/d 

15% if annual average 
below 60 000 b/d. 17% 
if 6o~8o ooo b/d. 20% 
above. Posted price, 
expensed. $1.5 million 
minimum after 2 years 

Income tax 40% (or 
according to future 
legislation) on profit 
related to posted price. 
1z c/b marketing 
allowance 

Board determines posted 
and offtake prices. 
Petromin has right of 
approval on ERAP 1 s sales 
price for Petromin crude 

Kuwait 

KNPC/Hispanoil 

Concession agreement 
for joint venture 

KNPC (60% owned by 
Kuwait Govt.) 5~% after 
commercial discovery 

2.8 when output reaches 
100 ooo, 200 000, 300 ooo, 
4oo ooo and 5oo ooo b/d. 
Hispanoil finances ex­
ploration prior to dis­
covery, KNPC then 
reimburses its share 

1~--2% posted price, 
expensed 

5o% based on posted 
price 

Posted price comparable 
to other Arabian Gulf 
crudes, Kuwait Govermnent 
approval 



Crude 
offtake 

Special 
provisions 

Period and 
extensions 

Area (square 
miles) and 
relinquish­
ments 

Exploration 
obligations 

Natural 
Gas 

- 2 -

Table 8 (Continued) 

Iran 

Each party lifts 
5o% of production. 
Each may purchase 
other's unlifted 
share at a price 
halfway between 
posted price and 
unit production 
cost 

25 years from 
commercial produc­
tion - 3 of 5 
years each 

Various, total of 
the six 13 600 -
25% in 5 years, 
5o% in 10 years; 
to producing areas 
only in 12 years 

Total cumulative 
obligation of 
foreign partners 
(i ncluding explo­
ration) 12 years 
$129 million 

To Government at 
cost 

Saudi Arabia 

Government may take 40% 
production or have ERAP 
market for export at 
specified commission 
schedule related to 
sales price. Govern­
ment may buy 10% of 
production at special 
price 

Saudi t anker 
preference 

2 year exploration 
licence renewable 3 
years. 30 year 
exploitation lease 

10 300 - 20% of un­
exploited area after 
3 years and ever.y 5 
years thereafter 

$5 million in 2 years. 
In 3 year extension 
minimum drilling 

Subject to negotiation. 
121.-z% royalty 

Source: Petroleum Press Service, March 1969. 

Kuwait 

Spanish Government 
reserves up to 25% of 
Spanish crude and 
products imports for 
Hispanoil share of crude 
produced plus 20 000 b/ d 
maximum of KNPC share 

35 years - 5 years 

4 100 - 20% of unex­
ploited area in 3 years 
after discover.y, 20% 
every 5 years thereafter 

Minimum $2 120 000 
expenditure per year 
and minimum drilling 
8 years 

Company use subject to 
Government approval, 
surplus to Government 
free 
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Popu Ia ion: 23. m · I" on 
Cap ital: Tehra n 

Iran is boun ed by the U.S.S.R. and the Caspian 
Sea on the north, I .•. ;'d Turkey on the west, Afghan­
istan and Pakista on the east, and the Persian Gulf 
on the sout . I is largely a semiarid plateau, with 
high mountain r anges and a considerable amount of 
barren desert. The Caspian coastal region is semi­
tropical and fertile. The Persian Gulf area is 
characterized by ex reme heat and general aridity. 

THE PE P 

Iran has a population of about 23.6 million and, 
with an area o 630,000 square miles, is a little 
larger than Alaska. Persian, the principal language 
of Iran, is Indo-European (i.e ., related to most 
languages of Europe and South Asia} as opposed to 
Arabic, which is a Semitic language. Kurdish, various 
forms .of Turkic, ~ d Arabic are among the other Mid­
dle Eastern languages spoken. In addition, English 
and French are widely spoken in the cities. There 
a e some 3 1illion ribesmen throughout the country, 
of whom the Kurds in the northwest and the Qashqais 
and Bakh iaris in the southwest are the most 
important. Over 90 percent of the people belong to 
the Shi' a sect of s am, in contrast to the Sunni sect 
to which most Arabs, Turks, Afghans, and Pakistanis 
be ong. There are small minority religious groups 
in Iran, including Armenians, Jews, Baha'is, As­
syrians, and 2'oroastrians. 

H STO 

In Iran t. e development of constitutional govern­
ment, whic' ha its beginnings in 1906, was dis­
rupted d ~~ .. 1g World War I when the country was a 
battlefield ..:or British, Russian, and Turkish troops . 
In 1921 t e fa··her o the present Shah seized the 
reins of government and in 1925 founded the Pahlavi 
dynasty. Reza S ah uled for almost 20 years and 
m ade a start toward modernizing his country. After 
the outbr eak of Wor ld War II he was forced to 
abdicate ·n favor of his son. During the war Iran 
was a v'tal link in t e Allied supply line for lend­
leaS€ to the U.S.S.R. Following the end of the war, 
Soviet troops s tationed in the northe:-n province of 
Aze_~ · a · ~?:1 no only refused o wit~c!i~aw b t bac .ced 
Co .. 1.-:-.. ·.::-....... ~ :.·0vc:·~_; - -.:~::!~ set u:') pro- Sov·e r girr:es 
·::: . .t.--·-:;_·- ~~.::1 "-·· _: .. r. .. u.i tan. : :-2.n: c:.n Gove r ... u:.e:-..... 
ac·~~~ •• , ·::.J ':: ·united Nations and s .. ron:;~y 
su .. - o:..··.:: ... '- J ·-.-.;; 'v :.: · .. e ci tates, rina y force t. e 

Soviets out . The puppet Azerbaijani and Kurdish 
reg ... mes collapsed upon the entry of Ira ian forces 
into the area. 

The ensuing period witnessed the growth of Iran­
ian "nationalism" and culminated in the national­
iza ·on of oil in March 1951. After 2 years the 
government of Mohammad Mosaddeq was overthrown 
and Gen. Fazlollah Zahedi was appointed by the Shah 
~o take over the reins of government. 

Hosein Ala was appointed Prime Minister in 1955 
and served until 1957. His successors have been 
Manuchehr Eghbal (1957- 60}, Jafar Sharif-Emami 
(1960-6 1}, Ali Amini (1961-62}, Asadollah Alam 
(1962-64), Hassan Ali Mansur (1964- 65), and Amir 
Abbas Hoveyda (1965-present) 

GOVE ME T 

Iran is a constitutional monarchy headed by the 
Shah, with an elected Majlis (Lower House) and a 
Senate, which is one-half elected and one-half ap­
pointed directly by the Shah. 

The full complement of the Majlis is 200; of the 
Senate, 60. According to the constitution the Prime 
Minister is chosen by the Shah with the approval of 
both houses . The present Prime Minister, Amir 
Abbas Hoveyda, was appointed in January 1965 upon 
the assassination of the former Prime Minister, 
Hassan Ali Mansur. 

Po · ical Conditions 

The key internal proplem facing the Government 
is economic development and modernization. An 
important aspect of this problem is the alinement of 
diverse political elements in support of the regime . 
The Iran Novin (New Iran) Party, founded by Prime 
Min'ster Mansur after the elections in 1963, is the 
rna 'ority party in Parliament, with 140 seats. Under 
the ea ership of the Shah, the Government headed 
by Prime Minister Hoveyda is deeply committed to 
an ambitious program of economic, social, and po­
litical development, and extensive modernization of 
the Armed Forces for nationai defense. 

to m Program 

The Shah has sponsored a many-faceted reform 
pr cg :n. T e pa ·t o this program Yt: · ch affects 
most _..~eop· e and has attracted the mos pub::c ~:-y is 
la~ C: -..~ ·~:.~ .. n . he and dis ribution p ase, w:·1:..~: was 
c z.. .... :. ... _~.:4 ou~ in tv1o s ages, is near:y co~ .... :Jlete. 

il •:.0 ann 'versary of he Lan efor ... --:1 Law, 

----
I -., 

j . 
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in January 1966, the Government announce.d a third 
stage of land re:o m concerned with comprehensive 
agricul ural c!evelopmen including technical ass· st­
ance for farmers, increased agricultural credit and 
support for rural cooperatives, marketing improve­
ments, and expanded rural development programs in-
volving education and health . ' 

Emanc ·pation of women has made remarkable 
progress, with women voting in t e last parliame! -
tary electio s and a few even being elected,' wh 'le 
others have bee appointed to high government 
posts. Other successful or promising programs are 
the Education or :;:.,iteracy Corps, the Health Corps, 
and the Developme t Corps,- formed in 1962, 1964, 
and 1 65, respectively. 

Signfficant effor' s have been made to maintain 
the impetus beh · : e reform program and, at the 
same time, in connection with land reform, efforts 

ave been made to develop new institutions to re­
place those wh · c were weakened or destroyed by 
and redistribution. 

ECO . MY 

Iran is redominantly an agricultural country. 
0'1 revenues, w:."ch formerly provided from one­
half to two-thi ~cts of Iran's foreig exchange re-
uiremen s and about a third of its budgetary expen­

d · ures, were al os'· entirely cut off by nationaliza­
tion of the ind stry in 1951. During the first 2 
years fo- low ·ng nationa ... ization the Government was 
able to meet its fi ancial needs largely by borrowing 
and living off its reserves on a month-to-month 
basis. ..t ·' e fall o ~ the Mosaddeq government in 
August 1 ;:; , its f'nanci 1 distress had become acute . 
The United States prov'ded emergency economic aid 
to assist I··an in ... ee ing its most pressing budgetary 
requirements in a .. :cipation of the early reactivation 
of the oil in usL y . An oil settlement was concluded 
in October 5L w· a onsor ium of internat·onal 
companies . T e consortium cons·s ... s of the British 
Petroleum Com a y, ::ormerly the nglo-IranianOi 
Company (-..0 ~::-c3nt), 5 American oil companies 
(an agg ega e of 35 _ ercent), the Iricon group of 8 
American oi companies (an aggregate of 5'percent), 
Roy a Dutc She ... ! ( £... percer.t), and the Compagnie 
Francaise des :.. ~ ro es (6 percent). With the settle­
ment of • e o:l ~.to~lem , Iran began to make use o her 
oil reven es or soc·a and econom·c developmen. 

With t e react ·va ion of the oil industry in the 
autumn o~ 195~, ~ev nues began to flow to Iran and 
ave cont::. ed to rise since hen. In 1958 Iran signed 

oil concess· o ag . eements with the Standard Oil Com­
pany o di2na anc. w:. h t e Italian National Oil Com­
pany. T e ........ gave::-: .. ~nore favorable terms than any 
contrac .. ~ in !:0c between a foreign country and 
a major o ·• com~r.y . Bo ' companies have found oil 
·n co mercia! ~·..1c....t:t· es, and it is expecte tha ex­
ploitation will lead o significant y increased revenue 
to .e Ir~ --:ia. Gover .ment i. the near future . A 
tional c ~:: .:;; ..:; :;io- "JG ·e gra ted in offs ore areas i 
.... : :5, .. ::.::3;: z~' .. '"' ~ _:. ·:-~: .. l~ea~::eem ts\vit variO""'S 
.. .. . -. rna.~ -~··-~ o~: c "" : ...... · · ! oc •• '.::c .. · ;-~oz~~-~:~arin~ co~-

proC:~c o .. ' 4 c ... 

offshore and inland concession areas with a French 
Gover ent company was announced in August 1966. 

An ambitious development program was launched 
in 1955, using a large percentage of the oil revenues 
each year. However, the pace of expend·tures soon 
ou stripped all sources of revenue, including foreign 
loans and supplier credits, an by 1960, after a 
rapid expansion of domestic credit, Iran was faced 
with a serious balance-of-payments problem and 
in ·at ·on. 

w·t the help of the International Monetary Fund 
(IM F) , Iran launched a s abilization program in 
la e 1960. By mid-196 2 inflation had been brought 
to a stop and Iran's foreign exchange posit'on was 
greatly improved. owever, the stabilization pro­
gram also brought on a business recession which 
las ed un · 964 when the current business upswing 
began. 

A third development plan was implemented 
in September 1962 covering all major investment 
act·vities in both the public and the private sectors 
for e period up to March 1968. Notable progress is 
being made in the establishment of new industries 
and the modernization of agriculture. 

FO EIG R LATIO S 
In October 1955 Iran alined itself with the West 

·_by joining the Baghdad Pact (now CENTO), and it 
has maintained this stand despite considerable 
Soviet pressure. U.S.-Iranian relations are very 
close. Its political and economic relations with 
Western Europe have become closer since 1962, 
_and a number of important trade and aid agree ­
ments have been signed. 

After several years of strained relations marked 
by a vicious Soviet propaganda ca . aign against 
t e S ah and t e Iranian Government, Soviet- ranian 
relations took a more cordial turn in September 1962 
when Iran declared that it would not permit foreign 
m'ssi es to be based on its soil. Relations wit 
the Soviet Union and Eastern European countries 
are ow normal and involve some economic assist­
ance to Iran, and an i_ncreasing amount of barter 
trade. 

In t e ield of foreign affairs Iran's most active 
cur ent problems are with certain Arab states . 
Relations with the United Arab Republic were cut off 
several years ago, and there are presently a num­
ber of border irritants with Iraq. 

U.S. PO ICY 
""he Uni ed States seeks to help Iran maintain 

its independence and to make social and economic 
p .. ogress . It encourages Iran, as a member of the 
Cen ral Treaty Organization, to develop co lective 
defense securi y arrangements and to s rengthen its 

and cultural ties with its regional CENTO 
The United States extends to Iran t e 

~o .. owing ty -s of assistance : sales of s • plus 
a...,:·~c · .~u .. al commod:ties as requ ·red by the ... anian 
""'U) ·y ::;:.~mX or:, '"c:;h! ical assistance o eco .o ... iC 

- .... ~G:~.::c..1'· , .ci 1 ary as is ance. 
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NANES OF INDIVIDUALS vn10 SHOULD J:1EET tviTH MR. MCNAHARA 

Govr-.rnment Officia l s: 

Bank Harkazi 
(Central Bank): 

The Shah 

The Queen 

/prime Hin:i.ster, Amir Abbao Hoveyda 

/ ' Deputy Prime Minister, s._ fi Asfia 

Aanaging Direc~or, Plan Organization, Mehtii Sandi 

J Deputy ·Managi i)-g Director, Plan Organization, 
G. Reza Moghadam 

v / Minister of Finance, Dr. Jar shid Amuzegar (IBRD Governor) 

v/1\.fi.nist.er of Economy, . Hushang Ansary 

~Minister of Education, Dr. (Mrs.) Farokhru Pa~ sa 
/' 

/f1inister of Scientific Research and High Education, 
Dr . Majid Rahnema 

I1..i.nister of Hea.lth, Dr. f1'2.nucheh:r ShahqoJ i 

A.nister of Posts, Telepl ones and 'l'elc~raph, 
Dr. FatholJah Sotudeh 

lmnister of Agriculture Products and Cons mer Goods, 
Dr~ Manuchehr Gudarzi 

/ l"Lin:i. <:"ter of L.s. Ja Reform and Rural Coope.1 a ti ve ::.>, 
Dr. Abdol AsiJn Valian 

/Minister of Agriculture, Dr. IraJ Vahidi 

j JYiinister of Ro< .. d.&, Hasan Sh:;. -~chi an 

j Mi.nister of ~v; ter and Pm·rer, -rng. Nan sur RouhR.ni 

Hinister of }u.b.tral R3.__ources, Naser Golcoorkhi 

J Khodad Farmanfarm~ .. ian, Governor 
/ Cyrus Swnii, DDputy Governo 

Note: Each of the above persons con tribute to decision taking in the 
area of economic development, and have a relevance for Bank operations. 



J Industrial Mining 
•· nd Develop!lent. Bank 
of Iran (I""' ·7:) B t) 
(major lb.n1 · borrovrer) 

/ National Iranian 
Oil CompanyllJToc,) 

Goodyear Tire Co. 
(Iran) 

Petrochemical 
Company of Iran 

Kafsh Nelli 
(Shoes) 

Copper Ch~('ome 

Agribusiness 

Sepanta Industries 
(rolling mills) 

Aryamehr 
University 

Tehran University 
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V~. A. Gasem Kheradjou, Managing Director 

Mr. Sherif Ememi, ·Chairman (poor Fhglish, good German) 
(very important; head of J?ahlavi Foundation; 
President o the Senate) 

Dr. Nanuchehr r:qbal, Chairman of Board of Directors 
(pompous; former Prime M..i.nisterr prominent family; 
poor English) 

Dr. Fallal, Deputy Chairman 
(good English) 

Mr. Taleghani, Chairman 
(Ex-Chairman; IMDBI; reported to be a very 
influential busjnessman) 

}1r. Hostofi 
(The Bank has been asked informally by the Plan 
Organization to consider .financing of petrochemical 
ventures) 

Mr. Rahim M. Irvani, Managing Director 
(very successful, self-made businessman; 
customer of IMDBI) 

Mr. Rezai 
(Influential family; o ms chrome mines and is 
involved in an effort to exploit copper deposits 
for ,,•h:i. ch Ban};: support ·FJ • .:. sought) 

Mr. Haslan Naraghi / 
(Iranian born, U.S. citizen; made a fortune growing 
almonds in California . One of the agribusiness fir r·0 
that js interested in deve oping land in the Dez 
project . Colorful, outspoken, successful bu inessna.. ; 

Ivlr. F.R. Felfels 
(succes.:lful, self-made bu·::>i eosman) 

Mr. Re za Amin, Head 
(Former Deputy Manaeing Director, I:MDBI; former heac 
of Isfahan Ce.mer1tj has rcsistPd appeals to become 
Cabinet Minister, prominent Isfahan fam.i.ly, US \\rife) 

~~. Alikhani, Chancellor 
(.former Hinister of Econo -;y) 
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Agricultural Development 
FUnd of Iran (ADFI) 

Agricultural Bank of Iran 

Ghazvin Development 
Authority 

. - 3 -

Dr. Nasser Ameri, President 
(former Vice Governor of the Central Bank, EDI 
fellow; ADFI is prospective borrower of IBRD, first 
loan to be made before·end 1969) 

Mr. Reza Sadaghian, Pr~sident 
(EDI fellov~ ) 

Mr. Merteza Vakilzadeh, Managing Director 
(Ministry of Agriculture; EDI fellow) 



The Shah 

His Imper-ial Majesty Hoha.mmed Reza Pahlavi, King of Kings, the 

Light of the Aryans. 

Born: - Tehran, 1919 

Education: Le Rosey, Switzerland; Military Academy of Iran. 

At 50 the Shah is a confident and successful monarch but his 

personality today cannot be tlnderstood-without reference to the circum­

stances in which he came to povrer and his earlier career. Moharmned Reza 

Pahlavi came to the throne in 1941 when his father, Reza Shah, was forced 

to abdicate by Britain and Russia. Thus during the early years of hls 

reign he was little more than a figurehead in an occupied country. At 

the conclusion of the war he was faced with the problem of puppet 

regimes established by Russia in Azerbayjan and Kurdestan. He was 

able to overthrovJ these only v.Ji th the assistance of a strong Prime 

Minister Qa.vam and the United States. In the early fifties his pm·rer 

was threatened by the late Hohammad Hossadeq, an emotional, nationalist 

leader, "ho even t.od~~Y is greatly admired by many youneer Iranians for 

his integrity and perhaps old fashion~d, liberal ideas. This threat not 

only to his power and prerogatives, but als o to his throne itself "~;vas 

overcome in 1953 by an American sponsored military coup d'etat. 

Since that time the Shahfs power and prestige, inside Iran and 

outside, have continued to grow. He has survived various assassination 

attempts, and has disarmed and scattered the remaining nationalist followers 

of Mossadeq, in many cases by absorb"ng them into the establishment. His 

land-reform program may well have increased his popular support.; in any 

case it weakened the hands of any opposition from the old landed aristocracy. 

The Shah's successes have not been limited t the political field. He has 

presided over, if not directed, a period of sustained economic growth made 
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possible in large part by his successfully squeezing increased revenues 

from the international oil companies. 

The Shah is reported to be a religious man and has publicly ' 

stated that he has be~n moved by visions of Ali, the son-in-law of the 

prophet who in Shiah Islam occupies a position analogous to Christ. His 

public image, assiduously cultivated in recent years, is one of lofty 

austerity. Reportedly he abstains completely from the use of alcohol 

Thus, the confident monarch who need fear no serious opposition 

at home and who covets the role of statesman and spokesman for the ~1erging 
I 

nations, is the product of years of insecurity and threats both to his 

regime and life. Just as Iran's prosperity and stability upon second glance 

appear fragile and chimerical, so under the Shah's present manner, deeper 

proding reveals insecu:ci ty. Nevertheless, like Iran t s economy and political 

system, his success has continued to confound his critics. 

The Queen 

Her Imperial Majesty, Farah Pahlavi. 

Born. 1938, Tehran. 

Educated: In Tehran and at art school in France. 

The Queen was introduced to the Shah by his daughter Princess 

Shahnaz . She is his third wife. His previous marriages ended in divorce. 

Her father, an officer in -~he Iranian Army, died \'l"hen she was a young 

girl. She was brought up in a middle class atmosphere by her mother. 

Since her marriage to the Shah, she has borne a_son and heir, as well as 

t wo other children. The public reason.for her not having accompanied HIM 

on his recent visit to the United States was that she was pregnant. As 

Queen she has cultivated a public image of concerned philanthropist and 

duti ful wife to her Imperial huuband. To the public she has appeared 

dignified, modest and interested. 
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PrimP. Minister - Amir Abbas Hov yda 

Born: Tehran, 1919. 

Education: M.A., Political Science, Brussels; P .D . , Paris Uni · ~ rsity . 

-Career: Diplomatic service 1942-1956; Member, Board NIOC, 1958; 

Founding Hember Iran Navin Party; Minister of Finance, 1964; 

Prime Hinister 1965. 

English fluent. 

Hoveyda became Prime Minister on the assassination of Hassan Ali Mansur. 

His image, that of a pipe-smoking, low-key, friend of the people compliments 
I 

the austere majesty which the Shah effects and is, therefore, useful to His 
I 

Imperial Majesty.· Hoveyda during his years in the diplomatic service becarne 
I 

a friend of the late Hassan Ali Mansur and with him in the early sixties 

formed a group of intellectuals who supported the regime and well known as 

the Progressive Center. This group, though not particularl~y r epresentative 

of intellectuals during that period, nor very gifted or colorful, vlas useful 

to the Shah when he embarked his reform program in 1962 and 1963. The 

Progressive Center became the kernel of the . Iran Navin Party which has 

continued to control a majority in the Iranian Lm·Ter House. 

Hoveyda is not without ability, but l1e was stayed in power largely 

becaus~ he shows no signs of independence and in no way threatens the 

power and authority of the Shah. 

Deputy Prime Hinister for Development and Economi c Affairs - Safi Asfia 

Born: 1912 

Education: Engineering College, Tehran University; gr~duate 

mining engineering; graduate Polytechnic College, Paris; · 

holds Chair in I~1in:i.ng Engineering Faculty at Tehran 

University. 

Career : Was Hanaging Director of Plcu1 Organization until early 

1969. 
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Mehdi Samii - Managi.np.; Director - Plan Organ:i.zation 

Born: 1918 

Education: Studied accounting and economics in England. 

In 1952 he 1-vent to work for Bank Helli. BetvTeen 1957-58 he was 

employed by the NIOC. He was Deputy vfunaging Director of IMDBI from its 

founding until 1963, 1~en he became Governor of the Central Bank. He held 

this position until this year 1-vhen he was appointed to head the Plan 1 

Organization. (Very able, intelligent, enjoys confidence of the Shah, 

fluent English). Appointed early 1969. (Holds Cabinet rank, but not member 

of Cabinet.) 

G. Reza Moghadam - Deputy Managing Director - Plan Organization 

Born: 1925 

Education: BA Economics, Upsala College, N.J, 1949; 

PhD, Stanford University, California, 1953. 

In 1953 Hr. Hoghdam joined the staff of the IMF, and he is 

currently on a leave of absence from the Ir1F. 

Minister of Finance - Jamshid Amuzegar (IBRD Governor) 

Born. 1923 

Education: Graduate of Law and Engineering from Tehran University; 

studied at Washington and Cornell Universities for seven 

years from 1947, graduated in Civil Engineering; M.A. in 

Sanita~ Engineering and Ph.D. in Hydraulics. 

Career: Lecturer on Hydraulics and Civil Engineering at Cornell 

University; United Nations expert in Underground Water 

Resources: 

Head of Point Four Engineering Department in Iran; Deputy 

Chairman of Health; Minister of Labor; }tinister of Agri­

culture. Has been Minister of Finance since March 1965 

.and Governor of the Bank since May 196.5 . Political 
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Activities: Founder member of the Melliyun Party, led 

by Manuchehr Eqbal during the 1950's when the Shah ex­

perimented with a two-party system. Fluent English. 

Minister of Economy - Hushang Ansari 

Born: 1928 

Education: England, U.S.A. and Japan. 

Career: Diplomatic Service: Ambassador to Pakistan; Minister of 

Information; Ambassador to U.S.A. 1968~1969. 

Fluent English. 

Minister of Education (Hrs.) Farokhru Parsa 

Bom: 1918 

Education: Ph.D. Tehran University 

Career: Former Teacher and Ivlember of Majilis. One of the wornen 

brought into Majlis in about 1963 as a result of the 

Shah's reforms and emphasis on 1..romen' s rights. Very 

clever, gracious personality, easy to chat with - speaks 

English. 

~ister of Scientific Research and High Education - Dr. Majid Rahnema 

Heads a ministry formed in 1968 to be responsible for direct super-

vision of higher education and recently also for policy development 

for all education (understand the later function has not yet been 
-. -

adopted) . The I:v1inister :is described as smooth personality, idealistic; 

his English is poor. 
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~linister of Health - Dr. Hanuchehr Shahgoli 

J.v1inister of Posts j Telephones and Telegraph - Dr. Fathollah Sotudeh 

Ninister of Agriculture Products and Consumer Goods - Dr. Jvlanuchehr Gudarzi 

Born: 192.5 

Education: American University, Beirut; spent 10 years in ill~; 

Economics, Political Science, PhD. Princeton. 

Fluent English. 

Minister since 1969. 

!-1inister of Land Reform and Rural Cooperatives - Dr. Abdol Azim Valian 

Born: 1923 

Education: Gra~uate of Officers' College, Tehran, . Political Science; 

also studied at Punjab University, Lahore; Doctorate from 

Tehran University; holds position of ©.olcnel in the Army. 

Fair English. 

Minister since 196.5. 
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Minister of Agriculture - Iraj Vahidi 

Education: Graduate in Civil Engineer'ng, University of Tehran; 

PhD. in Hydraulic Technology, Kings College, Cambridge; 

Career: Was Managing Director of Khuzestan Water and Power Authority. 

Fluent English. 

Minister since August 1969. 

Minister of Roads - Hasan Shalchian 

Born: 1913 

Education: Graduate in Civil Engineering, State University of 

Belgium. 

Career: Since 19 39 in Ministry of Roads; Minister 196 4 - present. 
Speaks English. 

Minister of ~va ter and Pow·er - Mansur Rouhani 

Born: 1921 

Education: Engineering London. 

Career: He comes from a religious background. Former employee 

Anglo-Iranian Oil Company. Served on Tehran Water Board, 

Hember Executive Committee Iran Novin Party. Dynamic, 

influential, 11 able, 11 outspoken critic of IBRD - considers 

it slow, inclined to impose unreasonable conditions. He 

manages water and power program of th8 Government in an 

emphatic arid f~-wheeling manner. Fluent English. 
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l-1inister of Natural Resources - Naser Golesorkhi 

Born: 1920 

Education: Graduate of Agricultural College, University of Tehran; 

PhD. from American University in Agricultural Economics. 

Good English. 

Minister Since 1966. 

. ~ 

j 



Governor of Bank Markazi - Khodad Farmanfarmaian 

· Born: Approx. 1923 

Education: PhD. Economics from one of the Calj_fornian Universities. 

On the Faculty of Princeton before retun1ing to Iran 

about 1957. 

Career: Ranking Economist in the Plan Orgm1ization for a number 

of years. During part of the early 19601 s he l-ras out of 

governmental life. He joined the Central Bank about 

5 years ago as Deputy Go\f-emor and became Governor 

' when Mehdi Samii left the Bank to become Hanaging 
r 

Director of the Plan Organization (early 1969). 

Governor Farmanfarmaian comes from a very prominent family vrhich 

had co':lsiderable po-w·er in Iran before the present Royal family came to 

power. For some time during the 1930' s-1940 1 s his family was not. in the 

grace of the reigning Royal family. He has strong political amb:i.tions, but 

because of his background it is doubtful that he will he given high political 

office. -

He is likeable, quite bright and very much of an extrovert. He is 

well acquainted with American institutions and has many friends j_n the U.s. 

His wife is American .• 

.E,eputy Governor of Bank Markazi - Cyrus Samii 

B:>rn: 1926 

Education: BA in Literature, Tehran University; MA Engltsh 

Literature and Languages, Michigan University; 

· HA Political Science, Oklahoma A & H; PhD. Political 

Science, Kansas University. 

Hr. Samii has be_~n employed by IBRD since December 1962, but 

since .February 1969 has -been on a leave of absence. 

I 





-, 

Politics -·----

Iran is a Constitutional Monarchy, but it was a monarchy for 2)00 years 

before the Constitution "\vas introduced in 1909. The accent today remains on 

monarchy . Real power in Iran is concentrated in the bands of the Shah. The 

press is controlled . There is no effective opposition. A ter the fall of 

Hossadeq, opposition groups in the late 1950s came togethe in what was called the 

National Front. This group has been largely destroyed both by effective police 

surveillance and suppression and by absorbing many of its members into lucrative 

positions within the establishment. In the Western sense political parties do not 

e~ist. They are either personal cliques or aritifica.l , official instruments .. 

The current (since 1963) majority party in Parliament is the Iran Novin Party, 

formed aboutl963 from a group of intellectuals led by Hassan Ali Hr1nsur, who 

became Prtme Minister in 1963 only to be assassinated two years later. In 

the early 1960s the Shah experimented with a tvro-party system. One of the 

part·· c:-:: .f.oundAd at this time, the }1ardom or Peoplets party, is still active .. 

The Shah r s po-vmr is limited to some extent by the need to preserve the form of 

constitutional goverlli~ent and by his gro1v.ing dependence upon technocrats and the 

exigencies of a complex economy as Iranian society move s into the twentieth 

century. 

The basis of the Shah ' s pre sent pov~er and the current political stability of 

Iran rests on three factors. 

(1) Perhaps the mos t important of these is the Shah's political skill and 

acumen. His methcrls combine the neH and the old, +he Occidental and Oriental, 

an efficient security police and the traditional method of eastern despots 

continually shifting favorite s , rewarding supporters and isolating enemies, 

real or potential. 

(2) The military has been successfully kept out of politics since the fall 

of Mossadeq. Iran's staggering military budget may be the social price, cal-

culat.ed in the currency of ~1ophisticated W8apons, paid to the generals and 

col nels for poljtical restraint. 

l 



- 2 -

.-r . 
I 

(3) The Shah has some real popu.lar support. The peasantry vJho make up 
.. 

65- 75% of the population of Iran is generally loyal.to the institution of the 

monarchy and to the present king. The land reform program, which began seriously 

in 1962 and officially was concluded this year, may have re-enforced this loyalty 

to the crown. More important, the Shah has bought the grudging cooperation 

of his potential opposition, the educated middle class. This cooperation is likely 

to continue as long as Iran 1 s economy continues to expand at its present rate. 

Interna t:Lonally, the fha has strengthened h · s position by reducing 

dependence upon the U.S. and improving relations 1vi th the USSR. Iran has 

political and military ambitions J.n the Persian Gulf vJhich in the long run 

could exacerbate relations with neighboring Arab states, particularly those 

which regard themselves as socialist or revolutionary and follow the lead 

of Nasser. 

The present pattern of internal stability, based upon the concentration of' .... 
p01-J"er in the hands of the S1n.h is likely t continue, barring an accident to Hit1, 

unless Iran runs into serious economic difficulties and attendant social unrest 

of a more i tense nature than the recession of 1960-62, or unless Iran becomes 

involved in a costly international adventure. 



ECONO IC DECISION STRUCTURES 

1. The system for reaching economic decisions in Iran must be seen 

in three complementary contexts. First, historically, a rivalry has existed 

between the Plan Organization, responsible for planning and budgetingJand 

the operating ministries. In times of dj_fficulty and belt-tightening the 

Shah has tended to attach greater importance to the Plan Organization and 

its emphasis on discip~ine and quality projects. In boom times energetic 

ministers with shov~r, and often costly projects, have had the Shah's ears. 

At the moment the pendulum seems to be swinging back in the direction of 

the Plan Organization. Second, decision making at the top is concentrated 

in the hands of the Shah, but below this level it is extremely diffuse. The 

Plan Organization is intended to coordinate economic policy, and perhaps, 

under the capable leadership recently installed, vlill do so in the f ture. 

Third, personality is more important than institutions, and no diagram of 

theoretical lines of responsibility or authority can possibly hint at the 

complex ~.;eb of person relationships that, in fact determines who get.s what 

done. 

2. Formally, the chief decis··.on-taking body is the High Economic 

Council which is presided over by HIM. Next is the High Plan Council, which 

is presided over by the Prime ¥dnister. 

The Plan Organization (the staff of the High Plan Council) is in 

principle the co-ordinator and advisor to the GoverrLilent for all economic 

matters. The Plan Organization makes recommendations to the High Plan 

Council on all aspects of econo11ic policy, prepares the annual operating 

and investment budgets, the five-year development program and is recponsible 

for the disbursement of funds. It has some responsibility for appraisal and 
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supervision of al"I public-sector projects, but. has not yet established 

effective authority on these matters. 

3. Development Plan. The plan documents are prepared by the Plan 

Organ.ization, and both the third and fourth plans were extremely good in 

terms of macro-economic planning. The plan is more a statement of intention 

than a blue-print for action. In particular, the project basis of the plan 

is not at all clear, and no attempt is made to dove-tail the various projects 

submitted to the Plan Organization by the l1inistries into the overall objectives 

of the Plan. 

4. ~reparation of tl}_e Budget. This is one of the weakest areas in the 

decision-making process. The Bureau of the Budget tends to play a passive 

role in ma.l<ing forecasts of revenue and recording the requests for expc.;ndi ture 

from the various Ministries. The Budget staff for example has no information 

on the expenditure plans of the Ministry of Defence (which accounts for 

almost half of Government current expenditure) and is therefore extremely 

limited in its capaci~ to influence policy. 

5. Project Evaluation. The Technical Bureau of the Plan Organization 

has the responsibility for appraisi11g and supervising projects .for the Plan , 1\ 
Organization. In fact, the technical and economic staff r currently about 30) ..,(-/ 

is totally inadequate for tasks of evaluating and supervising an investment 

program which totalled alrnost more than $1 billion last year. Consequently, 

evaluation vJas left to the Jvlinistries, where political considerations, not 

economic viability, tend to determine the acceptance of projects. In addition, 

the Plan· Organization had to accept three major pro;jects: the gas pipleline 

to Russia, the Petro-Chemical Complex and the Steel Mill, ·Hhich they neither 
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prepared, nor evaluated. The deci~ to go ahead with 
I 

these projects was 

taken by HIM. All three Hill cost roughly 100 percent more than originally 

budgeted. 

The Plan Organization has the responsibility of disbursing funds 

to public sector projects, but has little or no supervisory personnel to 

follow up on performance. Execution is left to the Ministries who generally 

have no effective incentive to report fully or accurately to the Plan Organiza-

tion. 

6. o· her Economic Agencies 

runistry of Finance: The ~linistry of Finance is primarily concerned 

1rl th the collection of revenue. It also disburses funds for the ordinary 

(current expenditure ) budget, which are, houever, budgeted by the Plan Orga-
j 

~· nization. 'Ehe present l1inister is ambitious and energetic. He is coLsidering 

several improvements in the structure and collection of taxes. 

Ministry of Economy: The major responsibility for development 

policy especially in relation to the p~ivate sector li .. s with the t1in..:..stry 

of Economy, which was created for this purpose in 1963. Studies and recom-

mendations on industrial policy, tariff structure and foreign trade are 

handled by this Ministry. 

Bank Harkazi: The Central Bank probably has more autonomy than the 

other agencies. Traditionally, the Governor of the Central Bank works closely 

with the Plan Organization and other economic agencies in determining monetary 

policy. Although only about ten years old the Central Bank is also the best 

source' of. economi.c information in Iran. 

Because of the inadequacy of the lines of communication beti.·reen 

these agencies, there is a great deal of duplication of work. Coordination 
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is attempted through High Economic and High Plan Council·s. The :f\tinisters 

of Economy and Finance, the Govermr o f the Central Ban..l.c and the head of 

the Plan Organization as well as other officials are members of both. 
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NOTE ON IRAN 

During the 1960 1 s the Iranian econo~ has been experiencing a 
major business upswing as well as a structural economic and social trans­
formation. The business upswing has been reflected in a GNP growth rate 
of 8% per annum, spearheaded by industrial expansion of 12% yearly and by 
growth of investment expenditure of 19% per year. The social transforma­
tion has been reflected in the agrarian reform which, when supplemented by 
large agricultural investments and other measures to increase rural income, 
may hold the promise of breaking the centuries-old stranglehold over the 
vast majority of the population. The economic transformation has been 
reflected in rapid modernization of the economic structure and of the 
society, with industrial and urban employment gaining over the rest and with 
modern organization of production and distribution overtaking the traditional 
forms. · 

Iran has substantial possibilities to sustain in the 1970's and the 
1980's the rate of advance and of modernization initiated during the 1960's. 
It has an extraordinary range of natural resources, an excellent geographical 
location and an outstanding tradition of skills in production and marketing. 
The main handicap is vast distances that separate the major centers of 
economic activity across its large territory, but this handicap can today 
be overcome more easily than in the past. 

(a) Iran is one of the dozen fortunate developing countries 
which are winners in foreign exchange lottery: it has 
petroleum. The availability of petroleum means large 
government revenue, absence of a severe foreign exchange 
constraint and availability of the basic material for 
modern chemical industry. Iran also has metals: if they 
can be exploited adequately, they could serve not only as 
additional exports but also as a basis of domestic pro­
cessing industry producing both for the domestic and foreign 
markets. Next, the variety of climate and of soils make 
Iran potentially self-sufficient in foodstuffs and agricultural 
raw materials; furthermore, it can also serve as a basis for 
development of large export trade in agricultural products 
and in agro-based manufactures. Finally, the numerous 
monuments of its dramatic history and the outstanding beauty 
of its countryside, from the Caspian littoral to Shiraz and 
Meshed, make Iran one of the most attractive points of future 
tourist traffic to Central and South Asia. 

(b) In periods of peace, Iran has traditionally been a major 
trading center: its geographical location at the crossroad 
between the West and the East has always been an important 
asset. To this traditional function, modern Iran can add 
two dimensions. First, it has a natural comparative advantage 



... ( } ~ 

- 2 -

to become a major supplier of both agricultural and manu­
factured goods to the countries on the other side of the 
Persian Gulf. This is a region with large and rapidly 
growing purchasing power, greatly dependent on imports; and 
Iran together with Pakistan and West India, is in the best 
position to satisfy a large part of this import demand. 
Second, Iran is equally close to the U.S.S.Ro The Iranian 
tropical and subtropical products originating south of the 
Caspian Sea could become a major export flow to the heartland 
of Central and Northern Russia, provided there is peace and 
economic cooperation. 

(c) To the traditional skills of the Persian craftsmen and traders, 
Which have been responsible for Iran's past periods of pros­
perity in peace-time, modern Iran has also added another 
dimension: large numbers of young Iranians have acquired 
high-level technical education and an equally large number are 
acquiring it now. This fundarilental advance has now to be 
accompanied by acquisition of modern technical skills at the 
medium level. Once a significant step forward is made in 
this direction as well, skills should not be a constraint to 
Iranian growth. 

Whether Iran will be able to make full use of these assets and thus 
sustain rapid and uninterrupted growth while spreading its benefits to the 
population at large, depends essentially on two factors. 

First, there should be peace, on its borders and generally. 

Secondly, it will be crucial what the pattern of allocations of its 
resources will be, between economic and non-economic uses, and, within the 
economic sector, between resource-based and other activities. 

If Iran succeeds in holding down non-productive government expenditures, 
including non-civilian expenditures, the resources available for financing 
growth will be very large. If such large resources are deployed in developing 
the type of industries for which there are domestic resources, in the mineral 
sector and particularly in agriculture, the effects of its industrial growth 
will penetrate the rural hinterland where most of the population is concentrated 
and incomes are lowest. Furthermore, resource-based industrialization will 
tend to be export-oriented, which would maximize the comparative trade 
advantages of Iran; it would stimulate economic cooperation with the neigh­
boring countries in which Iran is already engaged; and it will also tend to 
be dispersed geographically within Iran, which would reduce the gravity of 
the urban problem of Tehran and promote growth in the outlying depressed 
areas. 



ECO;NOI1IC POSITION AND OUTLOOK 

A report on the Economic cituation and Prospects of Iran has just 

been completed and is attached along with Mr. Avramovic's recent paper . 

on industrialization. Both conclude that Iran has been successful in 

maintaining a remarkable rate of economic . gro\-Tth. Basic development 

strategy has been to create a modern industrial sector in which new 

production methods are introduced and more recently to extend the se 

techniques to some areas of agriculture. 1ihiie this in the first 

ins
1

tance produces a very imbalanced growth pattern and appears to 

accentuate the unequal distribution of income, it is expected that the 

momentum 1vi th vJhich the modern sector is moving ahead vrlll eventually 

carry vJi th it the traditional sec t or. Furthermore, direct efforts to reduce poverty 
I 

levels in rural areas have been undertaken and appear to have been moderately 
I •-~ r 

succes::=:ful in improving health and educational standards , and also in abolish- r~ ;..A~ 

ing in large part the old quasi-feudal, land-tenure system. 

Over the past six years GNP at constant prices has grot.m by B percent 

per anlum;_agricu1tnr:al prcxluction by a.lmost 5 percent ; savings and i nvestment 

respectively by 12 percent and 19 percent; oil revenues by 16 percent a.nd non-

oil exports bv 11 pc~rcent.. Industrialization -vras spurred by a. policy of en-

couraging import substitution at the final product level, cost and effi-

ciency considerations ~rere negleeted. The Government realizes that the indus-

trialization process must be deepened so that the share of domestic value added 

in industry can be raised. It intends that new act"vities be mo:r-e in line with 

comparative advanta es. Detailed progran:s designed to reach these objectives 

however have not yet been developed. 
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The Government has developed and is enforcing a new industrial 

location po~icy in order to cause new industries to be located in provincial 

centers a·nd thus spread the impact of gro1r1th to regions other than Tehran. 

This policy will require a review of tra~sportation, t elecommunications, 

power, education and other urban problems. 

In agriculture a new institutional system must be built up to 

replace that which was a olished by land reform . Agri-business may increase 
I 

agricultural production; it shmrls little tendency to solve the social problems 
I 

facing the mass of Iranian peasantry. 

The large and growing oil sector has stimulated overall development 

and financed a large part of it. It nov:r contributes nearly half of Government 

revenues and more than three-fourths of fore ign exchange receipts. Despite 

.its fast grmnh, hm-.rever, Government expenditures have outrun revenues, 

imports have outrun earnings, and private investment has exceeded savings. 

Rapid acceleration of imports is, to some extent, inhPrent in the industriali-

zation process. In Iran's case, this effect is heightened by her overall 

strategy and import substitution tactics. 

Overall, current Government expenditures grew at an annual rate 

percent over the ast 

two years. Defense expenditures have made up a large part of this growth 

and at Rls 44 billion in 1968/69 they make up about half of current expenditures 

and 7 percent of GNP. The Shah seems determined to continue high military 

expenditures, even though they compete with necessary development measures. 

The expansion of non -defense expenditures has been not much higher than the 

growth of GNP. Services, however, vmre expanded more rapidly than expenditures, 
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thanks to Iran's experience in using 11 evolutionary Corps," i.e. educated 

during air service t ·o provide service as 

education, health, etc., to rural areas. Despite this imaginative program, 

the level of services provided iG still rudimentary in many fields; for 

instance, only about half of primary school-age children get any schooling 

at all. Yet if the recent momentum is to be maintained, budgets for these 

serivices must rise very rapidly, since contribution of additional personnel 
I 

by lthe Revolutionary Corps is now limited. 

In the private sector, the main problem seems to be the lack~ 

adeqtJ.a te channels to enable \vould -be savers to invest remuneratively. An 

exception is the banking sector, wl'l .. ich has gro-vJn yery fast and attracted 

increasing savings and time deposits. This gro1-rth has not been sufficient, 

l1owever, to allow private savings to remain quite in step with private 

investment, so that in recent years the private sector added its ovrrl savings 

gap to that of the Government • 

. As a.rectl1t -- ef ·-the reC•?.ssion years -of· the early 1960s t here--vrere 

excess savings which could be invested in industry , but this excess disappeared 

and turned negative after 1964/65. The phenomenon itself is, of course, hie;hly 

desirable: Iran needs capital, makes reasonably good use of it, and, should 

import it. But the speed with Hhich the gap betHeen savings and investment 

has grmm may well be excessive. From about 

grew to RLs. 17 billion in 1967/68 and 36 

7 billion in 1964/65, the gap 

in 1968/69. In that year, 

it represented more than one-fourth of fixed ·nvestment; the corresponding 

net official monetary capital inflow, of about $4.60 milU.on, financed almost 
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one-third of imports • These figures probably ~nder state ·the capital inflovJ, 

because they exclude net private use of suppliers credits. In the current 

year - despite strong monetary measures and some fiscal efforts to lower the 

gap - the over2.ll deficit is likely to be even higher. 

The Government has succeeded in obtaining substantial foreign 

borro-vJings but last year also witnessed an outflo1v of monetary reserves . 

.A high proportion of' recent borroHings v.Jas tied to the purchase of equipment 

of military hard~1are and on relatively short term. Consequently debt service 

has risen rapidly, to reach about $340 million in the current year 

$280 million on Government debt and $60 million service on private obligations. 

This sum amounts to about 25 percent of expected current earnings from the oil 

sector and other merchandise exports. 

If these trends continue, harsh stabilization vrill become necessary, 

interrupting at least temporarily and fo:..-- the first time since 1963, the rapid 

pace of' gro1tfth. If these measures are to be avoided, it is urgent that the 

average ma·turi ty of nev.r debt should be _
7
co11siderably lengthened. Greater 

access to institutional investors, such as IBHD, 1r1ould impose stricter 

standards of project prepa~ion -useful in itself, but not necessarily 

welcome to HII1 or to his ministers. In any case, the need for external 

capital on appropriate terms must be transmitted throughout the Iranian 

economic community, particularly at the level of the project executing 

agencies. These do not themselves carry the burden of financing, resent 

rather than appreciate outside interference. They have generally arranged 

foreign f~nancing. easily through suppliers- (though the Plan Organization 



- 5 -

remains formal y ·responsible for signing these loans). - Questions of project 

quality, of the terms of financine and of org: .. ~·,":f_za tional arrangements are 

thus closely intArrela.ted, a.Yld can be satisfactorily resolved only if 

tackled together. The question of military credits - obviously a substantial 

part of recent borro-vrlng - is also part of tills p:'oblem. Under present cir-

cumstances only HIM can begin to offer ansvmrs, and near term prospects depend 

2D the extent to v.rhich he is wi.lli 1g to support Mehdi Samii in bj s forts 

to throughout the Government by revitalizing the 

Plan Organization. 

In the longer run - but not too long - the growth ~f savings, both# 

public and private, must be stepped up so as to at least keep pace with the 

desired gro1~rth in investment. On the Government side, this ·vrill involve a 

greater tax effort; but one Hhich must be carefully examined if the costs of 

..... 

additional taxation are not to outweigh the benefits expected from investments 

and additional current expenditures. In the private sector, remunerative 

~ rv ,/ outlets for private savings must be found, pe haps by allowing them to be Pt channelled towards investments in the modern sector, either directly through 

~~ .l an invigorated share market and Jong-term fixed-interest securities, or indi-

rectly tlu--ough financial institutions such as IHDBI, inaurance companies 

and other schemes still to be developed. 

For several years to come Iran will clearly continue to need, and 

will be able to use productively·, large net capital inflows. The prudently 

acceptable <:unount, would probably be as much as 20 percent, but not more than 

30 percent of fiXed investment: say a new infloH of $300 million to $500 

million, corresponding very roughly .to $500 rrJ.llion to 

~~~ 
y~~ 
~~ 

;/~ 

1 
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borrowing. Of course, the amount Iran can pru~ently borrow is a direct 

func tion of the country's success in carrying o~t~1e policies just out-

lined. It also depends upon continued foreign exchange earnings, which 

must come at least in short-term primarily from oil. Oil revenues are 

determined in part through a bargaining process, the outcome of which one 

canno t forecast. In this connection the Iranian Government tends to 

consider that forecasts lo1.ver than its own, especially tbose appearing 

in the official reports of prestigious institutions such as IBRD, harm 

bargaining position. However, substantial slackening of t.he growth rate 

of oil revenues is a distinct possibility. 



Records August 14; 1969 

I. P. M. Cargill 

IRAl~ : ~~ . McNamara's Meeting with H.M. the Shah of Iran 

· • McNa.'Tlara met with II . • the Sl ah of Iran on April 2 at th .. 
Iranian Ambassador's residence. Present from the Bank vTere Hr . Jahansn~~~ i,. 
the Alternate Executive Director, ~~ . Knapp and ~~ . Cargill and from t ha 
Embassy Ambassador Amuzegar. The discussion opened vrith the question of 
what role the Bank could play in the development of Iran's econo~~ . 
Mr. McNamara expressed disappointment at the lov level of Bank lending 
in the past and expressed the hope that it would be possible to reach 
a ._ re mont .. ; · t: ,. c Qr)v rnn · nt on an expansion o Ir">.:n' c ·1 -.v \'!_ c .. , ~ . .., , , ... ~ :: am. 
with considerable support from the Bank. The Shah vrelcomed this sta.teme t, 
saying that the next few years were likely to be especially i mport::: _t 
for Iran's economie development and that . help from the 1-Jorld Bank \ J -'uld be 
most desirable. He had taken steps recently to strengthen the age~cies 
in particular the Plan Organization, which were responsible for carryi ng 
out a development program. He mentioned in particular the appointment o ·· 
Mr. Mehdi Samii to be the head. of the Plan Organization. 

dr. McNamara mentioned that he hoped to :pay a visit to Iran to 
familia.:rize himself with Iran's economic problems. The Shah replied thc.o.·· 
he would welcome this and would arrange for an invitation to be iss~ed. 
In the rather discursive discussion which followed. the Shah made the 
following points. 

a.. The speoia.l importance of providing aid to Iran no"t-r and in 
the next few years, was not tully enough appreciated abroad. In articular, 
reference had to be made to the attitude of the oil companies. whici should 
be changed in everybody's interest. Unless marked economic progress cot~d 
be made over the next · fetJ years, difficulties might well arise whic1. woul:i 
be detrimental to the world at large. 

b. Iran was the only stable country in the area. This - a.s 
largely due to the political and social policies of his Government whic~ 
were designed to insure economic progress and insure that all clasoe~ ot 
the population shared in this progress. 

c. '.Jith the withdrawal of the British from the Persian Gulf area , 
fresh responsibilities would fall on Iran. The British could not be 
replaced by another foreign power and certainly not by the United States 
or Russia. Iran's defense forces were well equipped and well traine~ an~ 
were needed to insure continued peace. 

d. The Arab world was hi!1 y unstable 
see bow or when a. a #ttl man oo • d. L; ~ 1: "':1P1 .r ·c1; ~P·- ;;_ ~~ll.,r \)~ t11·! ~t:. ~ .,ion 

ot I ·· -1. M0a.nwhile th :& ·v · ~· es 
w utting th ir l ge reaoUl .. ce to ·-oo 

s likely to r ea. the discontent 
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e. With regard to Asia, leadership would have to come from 
Japan at one end and Iran at the other. Nost Asian countries -vrere small 
and effective leadership vas unlikely to come from India or ~1akistan. 

Indi a was too poor and sufferin~ from too many social and political 
problems. In Pakistan t~e future was obscure; recent troubles had ec~ 
due to widespread publ'ic conviction that corruption and nepotism existed 
in high quarters and that vealth was concentrated in the hands of a few 
people. 

f. He felt hopefUl about Indonesia and considered that the . 
events of the last two years bnd considerably reduced the threat of 
communism in Southeast Asia which up to that time the U.S. had been 
trying to handle by their support of the South Vietnamese Jleople. 

f. With regard to Bahrain, Iran's position v , .. o (":". • . ... ~ ,.. 

\-Tould not attempt to take Bahrain by force . How c::. .. ::. .., .• :c.~ ·~.~ ... . . ,., · ... h 
pro~er course was for a plebiscite to be held to allow the people o~ 
Bahrain to decide whether or not they vished to be part of Iran. 
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Background Information for Discussions with HIM The Shc:·.h, The Prime Minister, 

The Managing Director of the Plan Organization, The Minister of Finance 

The Government of Iran requires Bank Group assistc·.nce in two respects: 

(a) Long-te·rm· financing: The ambitious and sucessful investment program 

has been financed from rising oil revenues plus external borrowing, which in 

recent years included substantial supplier credit financing. The resulting debt 

service burden has risen from ~bout 12% in 1963 to rou~g:hiy· 25% at· 

present, reducing foreign exchange for investment purposes and accentuating a 

domestic cash shortage. Even if earnings from petroleum continues to increase, 

which is not assured, although the Government feels strongly that they will, 

it is vitally .important that external borrowings be obtained at substantially 

longer terms, say 20 years average and 15 years minimurr1. On the assumption that 

Iran 1 s oil revenues will continue to rise, we · estimate that gross borrov.rl.ng 

could be about $500 - 700 million per year. The Government hope c: that the Bank 

will provide as much of this as possible. Our plans 

of this need or $125 million per 

(b) Assistance to improve the quality of the invectment program and to in 

duce greater cost consciouness in its execution. The Government is a-vrare of the 

need for effor-ts to s1rd. tch emphasis from investments in infrastructur~ industry and 

agriculture to ~measu.rES which Y.rill increase the efficiency of investments already 

made aud reduce the cost of operations. Certain groups v..'i thin Government, 

particularly the leadership of the Plan Organization seek Bank group financing in 

order to obtain assistance in investment planning and project evaluation. Although 

substantial bilateral financing has been available to Iran usually after obtaining 

offers from several different countries, IBRD financing nevertheless would re-
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enforce international competitive bidding practice and help reduce the cost 

of investments. 

The Bank is responding positively to Iran's request· for greater 

assistance. We are developing a program which envisages a more than three-

fold increase in average annual amount of lending, \<Thi ch includes a great 

deal more technical assistance activities as well as ~xpanding the Bank's 

program into ne1-1 sectors. 

A prerequisite for a substantially increased Barik program in Iran 

is improved relations. Much has been accomplished since early this year 

but there remain actions which should be taken by the Government, and some 

by the Bank, to facilitate the program • ... 

In vieu of the fact that HIN is personally interested in problems 

of economic development and is making final decisions in this area, . .J:i--

would be most hel ful if he communicated t f the c~vernment 

that he is interested in o btainin reater Bank assistance, capital as 

-well as lmovJ-how. 1ve believe that the Shah recognizes the importance of 

· obtainmg foreign financing on longer term than hitherto, and is also 
•. 

al-vare of the gro1-rl.ng need for improving the efficiency of the investment 

p_~~ram. To accomplish this, he revitalized the Plan Organization in 

~ar~y 1969 by appointing a new management from which he expects improved 

_procedures for the selection and execution of projects in · addition to 

obtaining financing on longer term. 
/ 

· ------·--It ·-should -be -noted--that -th-ere· ·is··-vridesprec.d belief in the Goverrunent 

that bilateral financing terms usually o btai·1ed after negot · ations with 

several potential sources are better than IBRD terms, ·i.e. less than 7% 

.interest and greater participation in financing the project beyond the 
other lenders attach 

strict foreign exchange costs. Also!Je-..-Ier conditions interfering -rr.ith 

sovereignty and graft. 
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j __ .There also remai:~s much concern in the -Govennnent about the Bank's 

procedures which are thought to be slow, cumbersome and .-.i- often confused 

(this vie-v1 has sometimes also been attributed to HIM). Recent emphasis on 

speed at the possible expense of efficiency and the overall success of the 

investment program persuaded many in the Government that the way the Bank 

does its business is unimaginative and unduly restrictive. This has 

exacerbated the slow use of the proceeds of some Bank loans for roads and 

the two irrigation projeets. 1~ile this was in part a result of 

shortage of local currency funds, it is also a consequence of the executing 

agency not being prepared to accept in all cases the employment of international 

competitive biddirlg as prescribed under the loan agreement. Paradoxically, 

in order to increase the Bank's participation in the projects, additional 

i terns were included for financing but as it turned out it wa~ impractical 

to use BmLk rules in contracting for them. 

It would be unreasonable to expect the Plan Organization to 

introduce greater cost conscientiousness in the public sector through direct 

cnntrol of the ministries and executing agencies involved, particularly in. 

view of its 0'\'m staff wealmesses vrhich are likely to remain in spite of the 

--- very abl~, dynamic··- new management. 

- J:n· addition to maintaiil:ing -goo_d_ relations with the Plan Organization, 

thei }Bank must work d;irect~y with the ministries _ and other executing 
I - - --

agencies and attempt to reach a better understanding directly. 

One of the basic problems making good relations 1dth Iran difficul~ 

·is the propensity for change "Within the Government and the divisions of 

responsibility between the Plan Organization and executing agencies. An 

increased Bank program in Iran will require that there be staff continuity, 

particularly in the Area Department, makint possible intimate k:no\·Jled.ge of 

the decision-making appar~ttus in the Iranian Government at all times. vie 
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believe that some of the difficulties 1-re are experienc:LJ.g 1dth projects 

under 1-1ay have not been resolved because the Bank did not persevere or 

follov1-up sufficiently. Responsibility for Iran in the Bank has been 

s~dtched too often· betueen staff of departments and also between area 

departments. 
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The Bank 1 s plans for lending to Iran over the next four years include: 

(a ) Industry 

Continued substantial assistance to ll·IDEI. At the request of the Government, 

the Bank undertook a study of the industrialization process in Iran which has 

resulted in a general policy recommendatiors. Fe understand that the Government is 

in general agreement w~ th them.. Informally, the Go,~ernment has inquired if the 

Bank "t"rould be pre Jared to follow· uo b industrial expertise to 

study problems of individual industries, such as cement and the aut-omotive group . 

He consider this .follow up very important, and in cooperation vJi th IFC are ex-

ploring the possibilities ·Hith the Ninister of Econorry. Discussions are under way 

on the feasibility of Bank involvement in the development of the petrochemical 

industry. 

(b) Continued assistance to Af2ricul ture 

At the request of the Government , and in order to provide a better basis 

for the lending program, vm have scheduled an agricultural sector reviet-J for 

early 1970 . Meanwhile, it is hoped that better cooperation can be achieved 

on existing irr··gR.t·on projects, leading to a faster utilizatim ... of t P proceeds 

of·the Bank loans. A loan to a new agricultural credit institution, the Agri-

cultural Development Eund of Iran, has been negotiated. It is expected on both 

sides that this will be the first of a series. We are also considering -whether 

or not the Bank could provide assistance for a fisheries project in the Percian 

Gulf; because of ~urisdictional problems involving the Armed Forces and members 

of the royal family, ·this may be a difficult project, however, a very general 

proposal has been p ..... esented to us by the Plan Organization. ~le understand that 

HIM has been approached on this &~d that he sees no objections to Bank involvement. 
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(c) Electric Pm,rer 

The Bank has not been involved. in this. sector since the early 1960s. 

The power sector·has grown rapidly in recent -:rears, considerable improvement 

has been made in the organization. Financing needs are great, particularly for: 

transmission and distribution facilities. The Bank is considering lending 

in these areas. A Bank identification mission has been in the field to explore 

various possibilities and we are now awaiting information from Iran which was 

requested by this mission. 

(d) Education 

A new area for the Bank. Several promising projects have been identified 

by a joint Unesco/Bank mission. These are currently being appraised. 

(e) Telecomm:unica.tions 

A se --tor badl.y i 1 need of long-term financing and techrlical assistance. 

Organization, administration and management a.re primitive. According to a 

recent identification mission, the expa.nsion program appears to be very costly. 

TelePhone services are deplorably poor resu~ting very high social cost . Bank 

assistance has been reql csted. and a project has been identified, hm·mver, the _finan-

cial prospects of ~he Telephone Company of Iran, which handles local telephone 

traff · c, and the Ministry of Posts, Telephones and Telegraph, ha.ndlj ng long distance 

There is a very 

heavy repayment burden on the organization. We propose to consider lending 

only if agreement can be reached with the Government on measures vJhich would 

ultimately create an efficient administration in telecommunications. If t he 

Bank cou.ld be instrumental in providing better management as well as financing 

in this sector, it would cer"Gainly be an important contribution to the moderni-

zation of Iran. 
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(f) Transport 

A large road project is under appraisal. and if approved would be the 

fifth ·. . A transport survey is under 1•ray. This survey mission includes more than 

12 experts in various modes of transport (e .. g. road, rail, port, air, pipeline . 

and urban transport) • 

(g) Others 
-The Bank has also agreed to cooperate -vri th the appropriate officials 

in the Government in areas of family planning, tourism and urban planning. 

l"lissions in all three areas are planned. --





£2S.JE .. -·n: i Tnforma ~i on for Dj_scussions of Bank Operations in Agriculture 

s. or sib ' -r.· nj s t .i.e s are: 

1 a) Plan urgru iza tion: 

( ) flit i. try of l]a ter & Po1-1er: 

( ) ~·inir. ry of Agricultural 
Products and Consumer Goods: 

(e) Ministry of Natural Resources: 

(f) .·~inistry of Land Reform and 
Rural Cooperatives: 

Mehdi Samii, H:=tn?-ging Director 

Iraj Vabidi, Minister (until August 1969 
Head of Khuzestan vJater and Pm-ver Au·thor·ty) 

Man sur Rouhan:i , Minister 

Manuchehr Gudarzi, Minister 

Naser Golesork i, }finister 

Abdol Asim yalian, Minister 



I' .. 
v . 

Agricultural Sect.or 

The pattern of Government policy toHard agriculture following the 

implementation of and reform during the years 1962 - 1966 is just novi 

beginning to emerge. To sorne extent, the pattern of Bank lending reflects 

past confunion and changing priorities in IraQ. 

The present pattern must be understood :in the conteA.-t of land 

reform. This program was undertaken for _social and political reasons. In 

these ·terms it 1~as a real, if limi te:.:d, success. It did not revolutionize 

Persia..'l agriculture, but, it did improve materially the lot of the peasants. 

In spite of dislocations and uncertain-~.~y agricultural production in recent 

years made modest, but imporl,a..Yl.·t. gains. 'rne basic thrust of land reform 
~~~~~~-=~~~--

has been to swing Iranian agriculture awa from share-cro ing to a system 

ba.sed on 01-m.ership or lease-hold land on a fixed rental. Under agr:i.cu1 tural 

reform some peasants, probably less than half, received some form of title 

to the lands u-ihich the thers received land on a long-term 

lease from their former landlord vdtQ fixed ·rentals. From the peasantst 

point of vieva- both forms of tenure had advantages. The e-v1 system provided 

incentives to peasants to increase production because they received sub-

stantially all the benefits frena any increase and if a trend of moderate 

inflation continues, rent determined on the basis of 1962-68 values over 

the years vrlll tend to decline in real terms. 

One important, but often unnoticed, result of land reform vJas the 

emergence of t1·ro parallel agricultural systems in Iran. The first O.L these 

was an ameliorated version of the old, peasant system. It remained a labor 

intensive system and was geared to traditional methods and techniques • . At 
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the same time there energed an embryonic, enterprenneurial, agricultural class 

and system. This parallel system resulted from. the fact that in Iran there 

is a short~~ of 

of land uncler cultivation through the village system, but retained other lands 

which they Here able to bring into use. In many cases such a landlord welcomed 

the opportunity to be rid of the cost and responsibility of labor-intensive 

agriculture, inherent in traditional Iranian village farming . Left with 

IU:.eviousl;t- uncultivated land, such a landlord vias free to develop this 

land on a commercial basis often by developing deep-1~ells or using pumps 

and to farPl this area using a limited amount of hired machinery and labor 

from neighboring villages. Government policy no1-i appears to regard agri-

cultural reform as an accomplished .fact and to concentrate on increasing 

agricultural production. This change in policy has b .v-o implications for 

the Bank. First, c.nd r1ost welcome, it suhst.Jtutes e conoinic for social and 

political criterja in the formation of Governm .. nt policy , and second, it 

leads the Government of Iran to concentrate on larger units of production, 

easy for us to finance but leaving open to HhC:-.t extent they may con·t.ribute to the 

improvement o.f i:,!le eeonor:1ic life for the mas s of rural people. 

Individual Pro.iects 

Individual Bank projects and difficulties which have attended them must 

be seen in the light of the changing priori tiP-s of the Iranian Govermnent vJi th 

regard to agriculture. Those Hhich \-Jere based on the old priori ties no~r face 

increasin6 difficulties. 

Gha?.vin 

517-IRN - J967 - $2? milli.on - $19 mjlli.on undisbursed as of 9/30/69 

Closing date envisaged in appraisal report -Dec. 31, 1972. 

The Iranian Goverrun(;nt became interested in the developmen L of the 
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folloHing the disastrou. earthquakes of 1962 which aroused the 

attention and compassion of the -vmrld. Though, as presented to the Bank, 

this project was clothed in the usual language of economic justification, 

the basic motivation for its inception 1-vas social and vli tical. It 1vas 

designed to better the _lot of poor, small-scale farmers who had suffered 

the additional misfortune of disastrous earthquakes. From the Bank's point 
I 
I 

of jview the project -was robably ill-conceived from the start. In practice 

I 
the amount of water that could safely be taken from deep Hells in this area 

turned out to be less than was anticipated. Furthermore, although the loan 

agreement foresaw that the general manager would have full authority to 

coordinate the actions of the t1,ro responsible ministries, the Ministry of 

Agricultu:rc and the J'1j_nistry of Hater and :P·)"t--Jer, in fact, there Has a serious 

division of responsibility. Furthermore, the project was delayed by the 

reluctance of the responsible authorities to let bids in accordance with 

Bank procedure. 1be changes of priorities within the Iranian Government 

are also reflected in the fact that the Shan announced earlier this year 

that only the most fertile portion of the land original~ included in this 

project would be deveibped. This decision is apparently an economically 

sound one, and although it is harsh on the poorer peasants who cultivate 

less fertile areas, it reflects the current do-vmgrading of social c'r political 

criteria upon which this project was conceived. These changes and resultant 

difficulties are clearly reflected in the large portion of this loan ($19 million) 

still undisbursed. 
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'l'he second Qupervision miss ion this year -vrill visit ·the Ghazvin a ea 

in November. The Iranian Government has a1ready decided to divert water 

from the Ta leghan River to provide additional water and thus permit further 

development of the area. This -vrater -v;rill, in some part, make up for the 

shortfall in anticipated groundwater. The water will, in some part, make up for the 

shortfall in anticipated groundwater. The Bank is not being asked to assist in 

financing the diversion because we are not prepared to recommend the investment 

until fw.--ther feasibility studies are completed; in any case the Minister believes 

he is receiving more attractive financing terms from the contractor than IBRD 

can offer. Hm.vever, vre are planning to finance some of the canals 1vhich l·lould 

distribute Taleghan vrater in the project area. In the event that the Bank agrees 

to this, approximately $10 million of the undisbursed portion of this loan 1·Jill 

probably be available for this purpose. In any event, t·re anticipate the can­

cellation of a substantial portion of loan 517-IRN. 

Dez Irrigation Project 

?94-IRN - 1969 - $30 million - $30 million undisbursed as of 91'30/69 

The Dez Irr··.gation ProjPct j s ·a part of continuing efforts by hath 

the Government of Iran actinr; und2r plans conceived by David Lilienthal's 

DevelopP1nnt and Re:3ourees Copo.ration to develop the resources of the Province 

of Khuzestan. An earlier Bank loan (2L~7-IRN for $42 million) financed, in part, 

the construction of the Hoham11ad H.e za Pahlavi DalTI and a 20,000 ha pilot irrigation 

project. The Government of Iran hopes that eventually an area of more than 
. -

100,000 ha. of land \-Jill be developed in this area. The Dez 

. Irrigation Project, Stage I4 was designed to construct irrigation and drainage 

facilities ·on about 37,000 ha, to promote on-farm development of about 

50,000 ha including 20,000 ha already irrigated in the pilot project 

referred to above, and to assist in the development of improved traditional 

agriculture. In its ·nitial consideration of th.Ls loan the Bank assumed that 
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peasants 1-vi th small holdings vmuld be the primary beneficiaries of projects 

financed vJi tb the proceeds. During i~he negotiations the Iranian Government 

informed the Bank that it intended to devote at least 20,000 ha of land under this 

project to agri-business, that is large-scale, commercial, agricultural, projects 

involving several thousands o.f hectares of land and including integrated, agri-

culture-related industry. The Bank accepted this proposal. Recent Bank missions 

which have visited Iran have learned that the Governnllint has interested agri-

business to such an extent that approximately 40,000 ha of the 53,000 ha will 

be devoted to conmercial farming. Thus, the thrust of this entire project 

during its first year of operation has been tm~ned away fr m the concept of 

promoting improved, traditional agriculture by peasants to that of promoting very 

large-scale agriculture by corporations some of which are foreign-based. The 

Bank has tended to underestimate the ability of the Iranian Government to find 

clients willing and able to contract to carry out agri-business ventures and, 

therefore, seriously underestimated the amount of land ·which would be diverted 

to projects of this nature. These changes have not made the project necessarily 

less attractive to the Bank. It may well be economically more viable. Never-

theless" the character of the project has been fundamentally altered. The Bank 

h~s now agreed in principle t t the area to be set aside for agri-business be 

increased and lrJe are ossibilit of expanding the pro·e~ o stag.~ 

Sooner than forecast originally, a mission 111ill visit Iran in November at N·hich 

t i "TTe we will have to decide 1-rhat part of the loan should be cancelled and 

l-vhat part can be used for the development of Stage II. 
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Aericultural Development Fund of Iran (ADFI) 

negotiations for a loan of $6.5 m,i~i.on to the .P,gricultural 

Development Fund·of Irru1 (~,I) were completed on October lOth. ADFI has 

been established specifically for the purpose of making loans to large 

scale, commercial farmers. It appears to be in tune ·with current Iranian 

priorities and pQlicies. Nevertheless, changes have occurred in the shape 

of this project. Bank's negotiators were told that ADFI intended to mruce 

large loans to agri-business, but the loans viere not envisioned in the 

appraisal report. 

The co:g.clusion that cc.m be reached from tihe exami.na tion of all 

three Baruc projects in the field of agriculture is that we have been caught 

up in a major shift in policy in Iran -vr.i. thout fully realizing at the time 

that this shift vlas occurring. 

Future Bank Lending for Agriculture 

~ sector mission will visit Iran early in the coming year. 

interid that this mission examine the future direction and prospects of 

..agriculture for possible Bank financing • 

In particular we hope that this mission will be able to define a major project 

to assist the deyelopment of livestock. Although Irm1ian agriculture bas in 

recent years been remarkably successful and is coming close. to fulfilling 

Iran domestic needs (e.g. cereals, sugar beets o..nd cotton), production of 

meat has constantly lagged behind current needs and is still carried out, 

in large part, by migratory tribes 1.mder primitive, traditional conditions,. 

The mission will also study a preliminar.y request to the Government for 

assistance for a fisheries project in the Persian Gulf. 
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LAND REFORM IN IRA.I\f 

BASIC DATA 

1. Area 

Total I' 

of l-Jh.ich: mountains and deserts 
suitable for agriculture 

ttnder cultivation 
temporarily fallo1·1 

Balance ( 11underdeveloped11
) 

Total 

Less than 100 nun / .. 
100-250 mm lf-1 P n 

250-500 mm II> -YIJ,. 
500-l,OOO nun . "Yb, 'fn 
over 1,000 mm ~Jfb'' 

Square 
Kilometers -------
1,~l~OOQ 

850,000 
__ 49 .. 9.L OOQ 

71,000 
120,000 
209,000 

Million 
Hectares -----

22 
101 

28 
13 

2 

Mr. MeN amara 

Hillion 
Hectares 

165 

85 
40 

-7.1 
12.0 
20.9 

Percent 
D-lstribution ----------

100 

13 
61 
17 
8 
1 

(Ground uater resources: 60 million cubic meters) 

3. Vil!_-§£eS distributed tmder . l~_62-69 Land Reform 

Approxtmate total number of villages in Iran 
of uhich: eli stl~ibuted under Stage I 

distributed under Sta_ge II 
undis.tributed (small O\·mers, etc.) 

4. yery_ ro~_gh es_tim__at~~-~£_~ent~ge breakdo~~~ of 
i'onns of .land tenure _P.rio£...!-o f~~t reforr11s in 1951 

.ftJ.l land 
Private 
Cro·Hn 

I state 
Religious trusts 

(probably hal.f in Khorasan) 

53,000 
E,oo6 
17,700 
20,300 

100 
w 

10 
20 
10 

Sources: F'ourth National D evclopment Plan (Iran), paras. 1 and 2; 
IBHD R?port E:I··!A-Ja "The F'ourth Development Plan and the 
Econom1c Prospects of Iran, Vol.II, Jw .. r.iculF~ure, ] d 2 ...., ..... p~ras. . an • 
writings of A.K.S. L,;nnbton. paras. 3 and 4. · ' 

j .. L 



LAND REFOill1 IN IRAN 

SUMMARY 

in general terms, Iran has chosen to develop by creating 
a modern sector primarily in industry. This sector. is intended 
to exist in .the short term along side the more traditional 
aspects of life in Iran and eventually to lead the traditional 
sector into the twentieth century. Land reform is the major 
exception _to this policy. It is an attempt to modify the most 
.conservative and backward segment of life in Iran, that of its 
53,000 villages. This attempt has been in many ways a major 
success. Paradoxically, however, it has al'so assisted in the 
creation to two parallel systems of agriculture, one modern 
·semi-mechanized, the other a socially ameliorated, peasant system. :, 

This paper discusses certain aspects of traditional agri­
culture and previous attempts at land reform in the twentieth 
century. It highlights the land reform program of 1962-69 and 
the attendent system of rural cooperatives. In indicating the 
apparent affects of this system on Iranian agriculture, both 
the traditional peasant system and emerging modern farming, 
this paper concludes that land reform has made the old way 
palatable, but more surprisingly has encouraged the separate 
development of modern farming. · 

I. Traditional Agriculture in Iran 

The village r ·ather than the farm) or even the acre or hectar, is the basic 
agricultural unit in Iran. Typically, one of Iran's approximately 53,000 villages 
will consist of about 50 families, their dwellings and livestock and may comprise 
somewhat more than - 100 hectars of cultivated and fallow land. The traditional 
village has ·always been organized in an hierachial manner. The landlord .stood at 
the top of the pyramid. In many cases, however, he was an absentee, but was often 
represented by a bailiff. In fact, a village is run by its head man who is himself 
a member of the village. The village lands are sub-divided into a number of small 
plots, the size of which is governed by the amount of land by a team of 5 or 6 
men under a team leader could cultivate. Traditiqnally the heads of the leading 
families in the village are these team leaders. ~The lowest echelon are described 
by the . Persian euphemism, Khoshneshin (literally nrthose who sit well", that is, 
in the . sun~. These men are occasional laborers • . 

Water and its availability are more important than land. The lack of water 
limits the cultivation of larger portions of the .Iranian plateau. In the face of 

. the arid climate of the region, at least since Achaemenid times (ca. 600 B.C.) 
Persians have .employed the engenious device of a form of underground water course, 
called a qanat. In a traditional village, the water from such a qanat or other 
source was divided among the plots described above. An important result of the 



lack of water as the limiting factor in agriculture in Iran is that there are, or 
were, large ~reas of Iran that could be brought under cultivation if the government 
or an individual were prepared to devote the necessary resources to providing water, 
eithe~ through digging a Qana~, drilling a well or ~onstructing a dam. 

There were four principal forms of land tenure in Iran. (1) Private owner­
ship, (2) Crown lands, (3) State lands (these include in theory all unoccupied lands. 
In practice many state lands upon being cultivated nominally under some form of 
rental had come under de facto private ownership), (4) Lands held by religious 
trusts or foundations.--All of these classes of land in one way or another were 
affected by the land reform. Tenure under the first three categories had tradi­
tionally been subject to political pressure, and insecurity retarded investment in 
agriculture. 

When it came to sharing the harvest,- this .division, too, was determined by 
tradition on the basis of five inputs, land, water, seeds, labor, and draft 
animals (in the past oxen or donkeys, now often a tractor). Except for minor local 
variations, the person who provided these was entitled to one fifth of the crop for 
each input. Because the Yandlord always provided the land and in most cases the 
water, his share was a minimum of 40 percent. In many cases, since he also provided 
at least .in part the equipment or farm animals for ploughing, his share rarely 
fell below 50 percent.· 20 percent of the crop under the primitive methods formerly 
widespread in Iran, was necessarily withheld either in the landlord's name or by the 
peasants themselves for seeds. Thus, the peasants, if they provided only their own 
labor, were left with as little as 20 percent of the crops they produced. 

Agriculture in Iran was rarely if ever subsistence farming in the sense that 
villagers produced only enough for their own consumption. They consumed, however, 
barely enough for their own subsistence. A large portion of the crop ususally 
entered commercial markets. This situation meant that a change in the peasant's 
share of the crop could substantially i~prove his lot. 

II. Other Attempts at Land Reform in the T~€ntieth Century 

Reza Shah in the 1930s initiated a limited program of land reform. His 
efforts, howeve~were aimed primarily at destroying the power of the great tribal 

- Khans. For example, the land> of the Bakhtiari chieftans in the Dez region were con­
fiscated, as were certain other lands notably Khorasan and Sistan. In these two 
latter cases at leas~ lands were nominally given to peasants but quickly fell into 
the hands of local merchants and money lenders, who evolved into a new class or 
land owners. Among the positive achievements of this period, however, was the t 
establishment of the Agricultural Bank and the formation of agricultural cooperatives 
of limited importance at the time but which set a precedent for later more suc.tess­
ful org~nizations. 

During the years 1945 and 1946 the Russian sponsored separatist movement 
Azarbayjan,under Pishavari, expropriated landlords in certain parts of northt-restern 
Iran. When this separatist movement was overthrown :in 1947, the central government · 
restored the titles of the previous landlords in these regions, but in the following 
years many landowners experienced difficulty in collecting rents. The expectations 
aroused by this movement among peasants may have been one of the reasons why in 1962 
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land reform was first implemented in Azarbayjan. 

In 1951 the present Shah, as his first step in the direction of land reform, 
distributed the crown lands to peasants. Subsequently, he established the Bank-e- · 
Omran (Development Bank) to provide credits for farmers on these . lands. This bank, 
now controlled by the Pahlavi Foundation, also engages in commercial banking. The 
econonucs of the operation of the Pahlavi Foundatio~ and the finances of the royal 
family are obscure to say the least. Though distribution of crown lands was a pro­
gressive social step, it is doubtful that the Shah substantially reduced his income 

; _.by thi~ move. 

III. .The land Reform Program 1962 - 1969 (The kernel of the "White Revolution") 

Land reform was undertaken for political and social reasons. It was designed 
to weaken the po-vrer of the conservative landlord class and to improve the lot of 
the peasant. It was undertaken in an essentially pragmatic manner, with the result 
that its effects varied from region to region and time to time. Furthermore it was 
not revolutionary; it never aimed at anything such as a collective farm (stage three, 
the results of which are unclear, may aim at collective capitalism); rather its 
goal was~ fundamentalmodification of the existing village system. 

A. Stage I (1962) 

Stage I of land reform was aimed at large land.ov-mers who owned more than 
one village. These owners were, at this time, allowed. to retain one village, but 
lS,OOO villages were affected. The mechanics of the law were such that the land re­
form organization bought confiscated land for a price based upon the taxes the land­
lord had paid for the preceding 10 years. There was a certain rough justice in 
this approach. Those landlords who had minimized their taxes received least for 
their villages. TI1ese lands were then redistributed to peasants who were then ex­
pected to repay the land reform organization for the land they received in lS annual 
instalments with the proceeds of which the landlords v-rould be paid for their ex- · 

· propriated land. At this stage and throughout land reform that land was given to 
those peasants who were actually tilling land~Thus :it did not directly benefit the 
poorest agricultural class, the Khoshneshin, or day -laborers • 

. At the time of the implementation of Sta~e I certain lands were exempted. 
These included lands belonging to religious foundations, lands farmed in a mechan-

·ized or semi-mechanized manner and certain gardens or orchards. The lands belonging 
to religious foundations were later included under Stage II. Many of the lands 
farmed on a mechanized basis were located in Gorgon. This region had been largely · 
uncultivated because of endemic malaria until the 19SOs. It had been state land, 
and tracts of it were presented by the Shah to military officers, officers of the _ 
security police and other favorites as rewards f&r services. These new farmers 
frequently introduced modern methods, and Gorgon ~ today is the principal cotton 
growing region of Iran. The exemption of orchards had the effect of retaining the 
physical presence and influence of landlords in many villages, particular~ in eastern 
Iran. Frequently these villages consisted of little more than an orchard in which 
the landlords summer residence was sometimes located, huts for peasants and the 
fields around the village in which some grain was cultivated usually with a minimum 
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of irrigation from surplus waters from the garden. The product of the garden or 
orchard, often pistachios, ·represented the only valuable, cash crop, and this asset 
was not affected by land reform. The peasants received some form of title to the 
wheat bearing lands around the village, but in any case, these produced little more 
than their own subsistence. One of the intangible benefits of land reform, however, 
was to improve the peasant's bargaining position vis a vis the landlord with regard 
to reward for labor in the garden or orchard. ------- · 

Land reform in all . its stages has been characterized by innura:·able pictures 
of His Imperial Majesty or a member of the royal household distributing deeds to 
grateful peasants. These deeds, however, were not titles to specific plots of ground 
(this would have been administratively impossible) but represented the right to a 
portion of the village. Th~were not negotiable instruments. Land reform, also, 
applied only to cultivated ~ands, including areas temporarily fallow. Many private 
individuals retained their rights to large tracts of uncultivated land. 

B. Stage II (1963) 

Stage II of land reform affected owners of one village, including those 
who had retained one -village under Stage I, and to regligious trusts. It applied 
to about 17,700 villag~s. In the case of charitable trusts, these lands were leased 
to peasants for periods of 99 years at rents generally favorable to the peasants 
but reviewable every 5 years. · In the case of individual owners, landlords were 
allowed to retain a certain nunilier of hectars in the village (approx. 100 - 150 
in most of the country depending upon the quality of land and availability of 
water, but as little as ~~0 hectars in rice . gro~~ng areas). Former landowners under 
Stage II, ,, .. ere given thrE~e choices: (1) to rent the land to the qccupying peasants 
for a cash rate based on annual income of the preceding three years, (2) to sell 
land to their former tenants, or (3) to divide the land betv-reen themselves and 
the peasants in the same proportion as the crop was divided under the crop sharing 
agreement. · 

C. ~ge III (1969) 

The third phase of land reform was approved by Parliament in January 
1969. The Shah has personally announced that this is to be the final phase and 
that there will be no further redistribution of land. The principal features of 
this stage call for the abolition of tenancies for land leased from landowners 
under the second phase and the sale or division of these lands among the peasants. 
The second major provision calls for the formation of joint stock agricultural 
companies in the communities affected by .land reform. The latest available information 
(November 1968) indicates that 17 of these companies have been formed. They represent 
within the land refprm program the counterpart of agri-business. It is too early 

· to judge the results of this development. It is apparent, how·ever, that the 
Government intends ~o devote a substantial portion of available credit to them, 
perhaps at the expehse of other rural credit facilities. Joint stock agricultural 
companies are to be; run in the first instance under Government control and direction. 
To some extent this program appears to be a reversal of the land reform program; 
land which was transferred to the peasants and responsibility for its cultivation 
now are to be taken substantially from their hands. In ret1J.rn peasants are to be 
given a share in a joint stock company and to be employed as agricultural laborers. 
It is true that it is the declared ultimate aim of this program to hand these 
companies over to their members but it seems doubtful that as generally conceived 
this system will maintain the interest and enthusiasm of the peasants. 
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IV. The Cooperative Movement 

Land reform achieved the success it did, in large part, because effective 
cooperative organizations at the village level were formed at the same time. One 
of the principal purposes of land reform was to limit, if not destroy, the influence 
and role of the landlord in rural Iran. To replace him both in terms of leadership 
and to provide credit for peasants,village cooperatives were established. Although 
in practice the establishment of these cooperatives lagged behind the distribution 
of village~ by the spring of 196~ 8,652 societies had been established with a member­
ship of 1,105,402 persons serving 20,803 villages. Their capital and reserves 
were over 1,453,453,433 rials. A small minority of these cooperatives ·Here pre­
land reform societies, some dating from Reza Shahrs efforts in 1939 . . 

. 
!n 1963 a Central Organization for Rural Cooperation was formed to take 

over the supervision of village cooperatives from the land reform organization 
and the Agricultural Bank. It was an independent corporation set up by charter and 
governed by the commercial code. Only the Agricultural Bank and Rural Cooperative 
Federations could buy shares. It was run by a general assembly composed of stock­
holders, the Vdnister of-Agriculture and the Manager of the Agricultural Bank, and 
by a Board of Directors whose chairman acted as General Manager. It -vmn the trust 
and confidence of the peasants because they regard ·themselves and their local 
cooperatives as active members and because the officers and .staff of the co­
operatives organization were not regarded in the ordinary sense as government 
officials. In 1967 .this organization was inco~porated into the newly-formed 
Ministry of Land Reform and R'rral Cooper ation; by a ministerial decree the General 
Assembly was declared to consist of the l1inister for Land Reform and Rural 
Cooperation. Inspite of this set-back , t he results of the cooperative movement 
have generally been favorable. V..Tith support. from .the Agricultural Bank many cooperatives 
have provided much of the necessary capital for their members (peasants are still 
free to seek c~pital of course at higher rates from traditional lenders). 

V. Results of Land Refonn 

Modern agriculture had already been introduced in Iran before the inception 
of the 1962-69 land reform program, but only in limited and isolated areas, most 
notably in Gorgon. The difference between the two systems was not only one of 
technique, but one of scale, since village agriculture involved fragmented holdings. 
One of the principal effects of land reform was to accentuate this division, by 
taking from the wealthy classes lands devoted to traditional agriculture. The : 
results of land reform, an evaluation of which must still,be tentative, can best 
be discussed in terms of villages affected by the program .and other areas outside 
it"'. 

A. Inland-Reform Villages 
~ 

· Most peasants in Iran are materially better off than they were before 1962. 
Particularly in the early stages, land reform aroused genuine elan and enthusiasm. 
~bether through nominal ownership or fixed rents, peasants have a greater incentive 
to increase production. Statistics are not available which separate production in 
land-reform villages from total agricultural production in Iran. Nevertheless, since 
land reform affected such a substantial portion of the agricultural sector and since 
in recent years agricultural production as a whole hasirrcreased at about 5 percent 
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per year, clearly productiop 1n land reform areas has been increasing. Agricultural 
• extension services are not up to western standards in Iran, but they do exist and 

are being improved. The llinistry of Agriculture in the early years of land reform 
was forced to devote almost all of its available resources and personnel to the 
task of distribution. Now there are indications that increased attention is 
being given once more to extension services. 

Land reform has had an uneven impact on reformed villages. Land was distri­
buted to certain peasants and not to others,- usually those alreaqy relatively _better 
off who were cultivating the land, and not to day laborers. _In addition, the terms 
under which the villagers obtained their lands or rates varied from village to village 
and 1;egion to region and from time to time depending upon whether it ~vas distributed 
under Stage I or Stage II. . · 

Perhaps the most important result of land reform within the Iranian 
village has .been the blow which the cooperative system has struck at traditional 
hierarchial organization. A new initiative and attitude towards authority has 
developed. Apparently village cooperatives have been successful in causing at 
least some of the residents of a village to sit down as equals to work together to 
solve their problems. 

_Stage III may be an attempt to make reformed traditional ·agriculture conform 
to the conditions, practices and scale of modern farming. 

~. Outside Land Ref orrn 

While land reform has been a real success in ce:rtain terms, it has 
clearly not abolished the landlord class in Iran though it may have changed the 
attitude of many of its members. In fact, the ~~althy landowner is in many ways 
the most dynamic element on the rural Iranian scene today. Amir Assodollah Alam, 
Minister of Court, former Prime llinister, close friend of the Shah, and hereditary 
Khan of a large portion of eastern Iran, told the American Ambassador in 1966 that 
he and his family had lost 266 villages in the land reform, but that he had then 
under culti vatiort more acreage than ever before and thc.t he expected a greater 

. income from farming than before. The explanation for this phenomenon lies in the 
fact that there is an abundance of good, arable land in Iran; the problem is to 

-provide water. Thus, since land reform affected only lcmds then under cultivation 
and specifically exempted mechanized lands, it has provided an incentive to former 
landlords and other potential investors in rural development to bring new areas 
under cul ti va tion through modern means. It al.so Creed them from the burden of 
inefficient, traditional agriculture. In addition to the growing use of deepwells 
and pumps, an indication of the modernization of agriculture in Iran is increased use 
of chem_ical fertilizers. Consumption of these has grown from 47,000 in 1962/63 to 
130,000 in 1967/68, and is scheduled to rise to 3$0,000 tons by 197~/73. ·up to the 
present the spread of modern agricultural methods._·has occurred primarily in agri­
culture dominated by former landlords and entrepr~neurs rather than :in the traditional 
sector. 

WMC LEVENGER: ad 
November 3, 1969 





Background Info mation for Discussions of Bank Operations in Transportation 

Responsible Ministries are: 

(a ) Plan Organization: Mehdi Samii, Managing Director 

(b) Ministry of Roads: 
(also responsible for railroads) Hasan Shalchian, l1Lnister 
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Highway Projects 

With four loans totalline $131 million dating from 1959, the Bank 

has made a major contribution to hiehway development in Iran. The basic 

thrust of this program in the past has been to assist the Government of 

Iran to complete its net'tv-ork of major trunk roads. One loan (411-IRN), 

however, assisted the construction of feeder roads in areas in which the 

Govermnent was making special efforts to increase agricultural production. 

Past and Current Projects: 

227-IR.N - 1959 - $72 ~llion - fully disbursed 

This Bank loan supported the first attempt to build roads in Iran to 

modern standards and by mechanical operations. The delays in final construction 

and the increased cost over initial estimates were attributed primarily to 

contractor inexperience. The Development of local expertise in modern road 

C-onstruction, hmv-ever, V; as cj ted as a major side benefit. 

381-IRrJ -196LJ- 18 . .5 million -$16.7 disbursed -1.8 million cancellGd 

The closing date of this loan Has .hv-ice postponed to September 30, 1969 ~ 

The cancellation of $1.8 million was thn result of a decision by the Govern­

ment of Iran to increase the width of the bridge at Ahwaz from t!Vo to four 

lanes. The Bank could not agree that local traffic justified the expansion 

and the consequent increase in cost. This bridge, therefore, was deleted 

from the project. Slow progress on this project ·Has caused by initial 

difficulties on the part of a local contractor. The contractors' problf.Jns, 

in turn, sprang in part from the fact that for a time payments from the 

l"ri.nistry of Roads were 3-4 months b.ehind schedule. 
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glO-IRN-1965 - $32 million - $4 million cancelled - $22.8 undisbursed 

The closing date has been postponed to Septeinber 1, 1971. Delays and 

consequent slow disbursements on this loan have been t he result primarily 

of the slm..; and inexpert handling by the Ninistry of Roads of bids and 

tenders. 

411-IRN - 1967 - ~)8 .5 million - $3.8 undisbursed 

After initial delays which resulted from causes similar to those which 

held up progress on previous loans, work nm-1 seems to be proceeding at a 

satisfactory pace. Ban.'k participation has been reduced from 27% to 18% 

of the costs of construction because total costs 1"iP •. ich are nmv expected 

exceed our estimate by a very substantial amount. 

Experience with the loans listed above, some of which have been 

plagued with cancellations and delays, points to certain recur r ent problem0. 

Fundamentally, delays have been the result of the Ministry of Roads 1 lack 

of familiarity with modern management techniques and its inability expeditiously 

to seek, evaluate and let bids as required.by the Bank for construction on 

the scale required and adequately to supervise the work. The Ministry of 

Roads is an old-line organization, is staffed with bureaucrats whose horizons 

are limited to local ru1d personal considerations. It has not been exposed 

to modern managemen:. tech11iques. 1nJhilc its practices have caused delays 

and difficulties in the past, for example in ·the slow handling and improper 

evaluation of bids and tenders on recent loans, the fact that the Bacl( must 

"t'lork t.;ith this 11 traditional 11 ministry offers an opportunity for us to assist 

in the institutional modernization ·of Iran. 

Future Bank Lending in Transportation 

Bank interest in road construction is continuing. An appraisal 

mission is nm-v in the field to evaluate a fifth project, which we anticipate 

1vill lead to a $40 million loan. This proj ect is designed to complete Iran's 
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network of major hight..rays • Concurrently, a trQnsportation sector mission 

is seeking to identify possible projects for additional Bank financing. 

These projects may be in the fields such as urban 

~ pipelines, rail transportation and ports. 





Background Information .for Discussions o.f R-:1nk Onerations in Povmr 

Responsible Ministries are: 

(a ) Ministry of Water and Power: 

(b ) Plan Organization: 

Eng • Mansur Rouha,rU Minister 

Mehdi Samii, Managing Director 



l. 

Power 

Bank activities in the.Povrer Sector have been symptomatic of our relations 

~~th Iran. They, perhaps l.ncidentally, have flourished when the Plan 

Organization was strong and vigorous and enjoyed the support of the Shah; 

They faded Hith the demise of the Plan Organization in the years 1962-68 . 

At the present time we hope to return to this field during the next fiscal 

year with a project for a transmission line and distribution facilities. 

Electric power was introduced into Iran at the turn of the century, but 

developed slowly, partly at least as a result of the availability of oil. 

Initially a nmnber of ~all private enterprises supplied residential consumers, 

I 
while captive capacity met most industrial needs. Public po-wer began in the 

late 1950s with the construction of three major hydro-electric projects which 

included irrigation and flood control features and a nation-wide electrification 

program. The Bank was associated with this stage of development. A loan 

(247-IRN) for $42 million made in 1960 now fully disbursed, assisted the con-

stru.ction of the largest o.f the three dams. 

Th .. e history of Dez m lti-purpose project financed by Bank loan 247-IRN re­

flects a co1~lict of judgments based on differing aims and c iteria for evaluar 

ing a de ·elopment scheme. The project, the heart of 1-1hich is the ?00 meter, 

thin-arched dam, now renamed the Mohammad Reza Shah Pahlavi Dam, had its origins 

in the period following the fall of Mossadeq and the restoration of the Shah. 

The Shchat this period wanted prestige and a project 1dth visible impact . 

A major dam and an associated TVA-like project, he reasoned, 1·JOuld capture the 

imagination of the Iranian people and inject a measure of elan into the develop-

ment effort. It certainly captured the imagination of the Shah's ally in this 

matter, David Lilienthal. The Bank, on the other hand, was distinctly skeptical 

of the econo~ justification of the project from the start . Many of the Balli( staff 
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felt that a variety of smaller pro,jects might produce the same results at 

less cost and doubted the jus"ification for hydro-electric power in an oil 

rich area. The Bank decided to partj cj pat.P somewhat relll ctantu. The Shah 

attached great importance to this project.. The Bank is still concerned about 

Hit~ard +a the sale of power and to water charges 

The Khuze stan TtJa ter and Po-vmr Authority has in the past 

regarded itself as a service organization and.felt little obligation to secure 

a ~eturn on capital \vhich in any case it had not provided. This situation 
I 

has improved, and the most recer~ projec~ supervision report, October 3, 1969, 

indicates that KVWA will receive an increased income from power sales. The 

Dez irrigation project supported by Bank Loan 594-IRN (1969) is discussed 

in the section dealing with agriculture. Here it is necessary to remark 

that one of the Bank's concerns has been to insure the;,t farmers pay rents 

and water charges sufficient to give the Govern.t11ent of Iran a satisfactory 

return on the Dez system as a whole. 

By the early 1960s, in any case, the concept of public responsibil 1 ·~Y 

f or electric pov-Jer development v.ras firmly established. The Plan Organization 

outlined· and began to implement a program for the massive expansion of g1.::.ne at:i.ng 

facilities, the beginning of a transmission grid and the rehabilitation of distri-

bution networks in major population centers. In 1962 the Iran Electric Authori t3r 

(IEA) was established to operated as an independent agency under the general 

supervision of the Plan Organization with regulatory functions over autonomous 

regional utili ties. The Banlc and the Pl~1 Organization agreed on this insti-

t utional framework which reflected the belief that, given the widely disbursed 

,.r nature of the po~Jrer industry in Iran, it was preferable not to centralize opera-

tional responsibilities. The Bank made a $750,000 grant, part of which was 

subsequently cancelled, to finance the services of consultanto to help establish 

IEA and define its responsibility. 
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This approach was aband·oned in 1964 in favor of centralization. The 

Ministry of Water and Power was formed out of all agencies involved in electric 

power, including I&~, with authority over all of them. In the exuberance of 

the early years of the clli"':"'rent bo..:;n there -· '-tle cost-consciousness. The 

Bank terminated its participation in po"trer projects in Iran in 1965. 

Present Position and Prospects 

The public power sector has continued to grow rapidly without Bank 

assistance. Production of electricity has increased at about 18.1 percent 

per year. A reorganization of this sector is in progress. There will be up to 

lO 'regional distribution compGrdcs> one procurement and one transmission and 

generating company. ~11 will be under the general direction of the Ministry of 

Water and Power. The system 1vill include all power facilities connected to the 

expanding grid and other systems outside the grid with 50 MW capacity or more. 

Pricing policies seem good There is a considerable need for financing,particul_~~ 
for transmission and distribution which has lagged somewhat behind the expansion7~ 
of generating facilities. 





Background Information for Discussions of Bank 0Eer~tions in Telecomm11ncations 

Responsible Ministries are: 

(a) Plan Organization: Mehdi Srunii, Managing Director 

(b) ~inistry of Posts, Telephones 
ani Telegraph: Dr. Fathollah Sotudeh, Minister 

(c) Telephone Company of Iran Hr. Ansari, Managing Director 



Telecommuncations 

Telephone services in Iran arc very poor and create an increasing burden 

of social cost for the expanding economy. 

The Telephone Company of Iran (TCI) is a Government Agency orerating the 

urban telephone service throughout Iran. All other telecommunication services, 

Fith the exception of a few private networks, are operated by the NJ.nistry of Post3, 

Telephones and Telegraph (PTT) • A merger o.f the TCI and the PTT tele-

comntUr.icat:ions services into a ompany is proposed by the Government, and the 

law giving effect to the change is expected to be passed 1-1ithin the next six 

months. 

Both TCI and PTT are at present involved under the Fourth Development 

Plan (1968/69-~) in very ambitious five-year program-s of expansion to meet 

a very hea\~ T~ Bar.k has been asked to finanze part. of ,his program. 

A pro ct identi.t'ication mission 1·e-:ent.l.'f visited Iran and concluded that 

there Here fo · basic problems mal:ing B::mk participation difficult. 

program is a.IJlbmtipti.s, has been drawn up vi thout regard 

to cos~ ti.nd ·Hi thout tre benefit of ad-~·qua.te financial preparation. ·There has been 

inadequate financial .. The '?.rganization ·- and staff~ require strengthenin . 

or are entering 
(b) Both TCI have entered/ into con'"'t,racts for future 

delivery of equipment cables .for which Bank financing is sought) at prices 

considerably above those th could be obtained if L~ternational competitive 

a burden on the assets of these agencies that profitatility is not likely t o be 

achieved for some time. noted that the Bank through IMDBI is 

supporting the Iran Telecommunicati n Hanufacturing Company, a company which will 

~ manufacture mvitching equipment and telephone sets,for TCT,its sole purchaser. 

Inspite of these difficulties we propose that the Ba .. Ylk pursue the rnatt0:c-

further at least to the extent of exploring tiith the .Government if it v.ould be 
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prepared to move in the direction of taking measures to improve the sector. If 

agreement can. be reached the Bank would make a loan and then work with the 

Government in developing a program to improve telecorununications. 





Background Notes for Discussions of Problems of Industrialization 
and the BanJ"" 1 s lending to IMDBI 

( a) Industrial Mining and Development 
Bank of Iran: 

(b) Ministry of Economy: 

A. Gasem Kheradjou, Managine Director 

Hushang Ansary, Minister 



INDUSTRIAL AND· MINING DE:VEIDP~J~T BANK OF IRAN 

IMBDI·was formed in 1959 by Iranian and American invGstors to assist 

private industry in Iran. In November 1959 the Bank made its first loB~n of 

~>5. 2 million. After a slow start, IMBDI has made substantial progress. 

In addition to expanding its operations and making a substantial contri-

busion to the industrialization of Iran, IMBDI has made an efficient 

transition from foreign to Iranian management. Hr. A. Gasem Khera_djou, 

the Managing Director, is a former member of the 
i 

Bank's executive staff. Baruc loans to IMBDI are listed below, as of 

August 31, 1969. 

Loan Date Amount Amount cancelled Amount disbursed 

IRN-240 1959 5,200,000.00 155,856.53 5 ,Olt4,143. 4 7 

IRN-422 1965 10,000,000 .. 00 189,505.82 9,810J494-18 

IRN-459 1965 25,ooo,ooo.oo 11),987.89 22,800,144.09 

rrm-539 1968 2),000,000.00 41,076.00 4,967,402.32 

IRN-602 1969 40,000..1000 .oo 
)))? ,._Jh;:_ 

Bank policy on recent loans has been to make surns available sufficient 

to meet IMBDI foreign exchange needs for a period of eighteen months to tw·o 

years~ During negotiations for ·the last loan we urged D1BDI to seek to 

diversity its sources of foreign exchange. 

ll1BDI, has ridden the crest of Iran's prosperity over the past five 

years. Per force, IMBDI 1 s lending progrrun has followed the pattern of 

Iran ' s industrialization, which has concentrated on import substitution . 

IMBDI may be in the position of having supported high-cost industries behind 

t I 

~ 
concentrated on these industries aimGd at the internal market has been ably 
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poj_nted· out both in the Bank and to Iraman authorities by :M..r§ 

Dragosla.v Avramovic. IMBDI officers are aware of this problem . 

., · 
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Brief for Mr. McNamara 

IRAN 

I. SUMMARY OF EXISTING INVESTMENTS 

Ahwaz steel Rolling and Pipe Mills 

Original investment: 
Held by IFC: Loan 

Equity 
Disbursements: 
Participation: 
Repayments: 

1,835,000 
717,117 

3,876,594 

2,552,117 
1,936,000 
1,324,477 

300,000 

In September 1968, IFC made an investment of about $3 .88 million in 
Ahwaz Rolling and Pipe Mills Company for the construction of a steel 
strip rolling mill and a pipe welding plant at Ahwaz in the province 
of Khuzestan in southwestern Iran. The project will have annual 
production capacities of 140,000 tons of strip and 40,000 tons of 
pipe on a two-shift basis. The total project cost is estimated at 
Rls 1,360 million ($18 million). Since there are no primary steel­
making facilities in_ Iran, _ the rolling mill will use imported slabs. 

There have been delays in construction but the company still expects 
to complete the project substantially within the original schedule. 
A cost overrun is expected which would be more clearly estimated 
after the negotiations with equipment suppliers presently being con­
ducted. Progress report on details expected by November. 

II. PROSPECTS FOR IFC OPERATIONS 

Iran has achieved substantial industrial growth during the past few 
years, mainly in the field of consumer goods. The country is now 
moving into a more advariced stage of industrialization where the 
manufacture of intermediary and engineering goods could be under­
taken. Processing of natural resources particularly for export is 
another area where substantial grmvth is expected in the future. 

III. APPLICATIONS UNDER CONSIDERATION 

IFC has been asked to help finance several projects sponsored by 
IMDBI and local groups. The following are the projects that are 
likely to proceed in the near future: 
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(1) Investment Trust 

Inquiry received: June 1969 from IMDBI 
Total cost: 

The Government and IMDBI have requested IFC assistance in evalua­
ting the feasibility of establishing an investment trust. Preli­
minary findings of IFC indicate that there may be sufficient demand 
and scope for a viable company under certain conditions. Further 
studies to develop the proposal are to be made. 

(2) Caspian Paper Project 

Inquiry received: 
Total cost: 

April 1969 from IMDBI 
$55 million 

The project is to produce 100,000 tons of printing and writing 
paper, wrapping paper and fluting. IMDBI has fo~~arded to IFC a 
feasibility study prepared by Austroplan. IMDBI is conducting 
discussions with possible Swedish tecl1nical partners and a decision 
on their interest in participating is expected within the next two 
months. 

(3) Cold Rolling Mill 

Inquiry received: 
Total · cost: 

April 1969 from IMDBI 
Not yet available 

The project is to produce 200,000-400,000 tons of cold rolled 
steel sheets. IFC is awaiting the results of a review by I~IDBI 
and the Government of proposals from two prospective technical 
partners, one British and the other a Japanese group. 

(4) Kerman Copper Industries Limited 

Inquiry received: 
Total cost: 

June 1969 from sponsors 
$1.30 million 

The project is for the exploitation of a copper ore deposit and 
the installation of ore beneficiation and smelting facilities at 
Sar Cheshmeh in the Kerman Province of southeastern Iran. Upon 
completion, the project would produce 82,000 tons of blister 
copper annually. The sponsors of the project are Mr. Mahmoud 
Rezai and his associates and the Selection Trust group of the U.K. 
Iranian Selection Trust Ltd., a subsidiary of Selection Trust Ltd. 
of the U.K., has an option expiring on December 31, 1969 to parti­
cipate with Mr. Rezai in the development of the project . IFC 
considered the financial plan suggested by the companY unacceptable 
and proposed alternative plans. IFC is not acting on the project 
until the company formulates acceptable financial arrangements. 

10/30/69 





Background Information for Discussions of Bank Operations in Ed.ucat ·on 

(, _. Responsible .VIinistries are: 

(a) Plan Organi zation : 

(b) Ministry of Education: 

(c) Ministry of Scientific Research 
and Higher Education: 

Me hd.i Samii, l'1anaging Director 

(Mrs.) Farokhru Par sa, Minister 

Dr. 1'1ajid Rahnema, Minister 
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Education 

Following upon a Unesco Project Identi~ication Rission, and after 

discussions with i;he Bank, the ~n Government and a Unesco project preparation 

mission in September/October 1969 wrote a request to the Bank for financing of: 

(a ) Primary guidance schools (grades 6-8) fee ing into experi-

mental comprehensive secondary schools; 

(b) Teacher Training Colleges .for training primary and lower 

secondary teachers; 

(c) a rationalization scheme for agricultural seconary education; 

(d) expansion of voational training; 

(e) secondary teacher training, including a department of agri-

cultural education and extension. 

Lf3 
Costs may :; in the order of $~ million; corresponding to 

IS"-~0 

potential Bank financing of about $-}6' million. 

The project justification would be twofold: meeting certain manpovmr 

requirement s for agriculture and industry in a more economical way· intro-

ducing a reformed structure of general s condary ed·ucation, supported by 

improvements at all levels of teacher training. Technical assistance related 

to secondary education reform implementation, school location planning, and 

the feasibility of relocating the Arya Mehr Engineering University may also 

e part of the request. 

The Government may raise the question 1-!hether the Bank would be prepared to 

finance teaching hospitals as part of an education project or as part of a population 

pro·ect, and if technical assistance could be financed on a grant basi~ (we 

ar d.iscuusing the latter with the UN). 
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Background Information for Discussion of Population Problems 

(a) Plan Organization: Mehdi Sarnii, Managing Director 

(b) Ministry of Health: Dr. Manuchehr Shahqoli 



The Demographic Situation 

The population of Iran has nearly doubled since the end of the Second 

World War, from about lS million in 1946 to about 28 million in 1969. Nore 

significant from the vie1(point of economic · development is the fact that • 
half of this growth has occurred since the beginning of the present decade. 

The rate of grm-vth has accelerated from 2. 4% during the early fifties,. to 

2.7% in the late fifties and t~ar in the late sixties. This 

latter figure corresponds to a birth and. death estimate of So and 20 per 

thousand respectively. -...___ 

The steady rise in Iran's population growth rate has been caused by 

decreasing mortality with sustained high fert~li y and negligible net 

mieration. The reduction is mortality ~as occurred among the young so 

that there has been an increase in the proportion of the total population 

which is under the age of 15 years: from 42% in 1956 to 46% in 1966. 

The Farruly Planning Program 

Government interest in family planning dates from 1960. Nilestones 

in the development of interest in family .pianning have been the Population 

Council's mission which studied the population problem in 1966 and in 1967 

when the Shahanshah gave official support to family planning by joining 

twenty-nine other world leaders in signing the Declaration on Population 

which was presented to the UN Secretary General. The family planning 

activities are presently carried out by a Family Planning Unit in the 

Ministry of Health and headed by H.E. Dr. Amir l1asoud Sardari a senior 

government official who holds the title of Undersecretary of State for 

Health and Family Planning. 

The Family Planning Unit is organized in three divisions: (1) clinics 

and supplies, training and communications, (2) pla~~ng, evaluation and 

research, and (3) administration and office management. It has a professional 



staff of 5 doctors, 6 midwives, 4 administrators, and 17 other general 

staff. This includes experts in communications , clinics and training but 

no professional staff j n ..L.he k.ey fi el ~.,;;:( 
Other personnel are used from the Hinistry of Health, other ministries, 

the armed forces and numerous private groups and agencies. 

Although no official obj ective has been set for the program the 

Prime Minister has mentioned to Parliament that the growth rate should be 

reduced from 3% to 2% per annum· Subsequent to this the Ministr,y of Health 

has established the target of )00,000 contraceptive users by 1973. Progress 

towards the achievement of this goal has been slow as by the end of 1968 the 

program had recorded less than 70,000 contraceptive users with oral contra­

ceptives as the mainstay of the program. Given the magnitude of the resources 

which are being assembled to carry out the family planning progr~n it is not 

likely that the above targets will be achieved. ThJse resources include an 

allocation in the present development plan of US$6.7m. for the five year 

period which will be supplemented by resources from the Health Corps and 

other agencies. External assistance is being received already from the 

Population Council and several other international and bilateral agencies 

have been approached for assistance. A more detailed review must be done. 

of the program to assess more precisely the inputs required to achieve its 

objectives and from what sources this assistance can be best obtained. 
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Table 1 

Crud }; 'h mid-year n eat 
Population Rate 21 ~OOO)J/ (per 1000 pop.)-

1948 15802 
1949 16131 
19-50 16276 48 
1951 16667 
1952 17067 
1953 17L~76 
1954 17896 
1955 18325 46 

1956~r 19300 
1957 19900 
1958 20400 
1959 21000 45 
1960 21500 
1961 22100 
1962 22700 
1963 23300 
1964 23900 

1965 24Sh9 ··48 
1966-~r 25283 
1967 26284 
1968 26930 21 
1969~ 27900 so 

y U.N. Demographic Yearbook , 1965, 1966, 1967 

?/ U.N. Demographic Yearbook, 196.5 

Crude 
-Death 
Rate 

(per 1000 pop.) 

24 ) 
) 
) 
) 
) 

22 ) 

) 
) 

.) 
18 ) 

) 
) 
) 
) 
) 

17 ) 
) 
) 
) 

20 

2/ UoN. Population and Vital Statistics Report, XXI(2), 1969 

btl · Population Reference Bureau, 1969 Horld Population Data Sheet 

~~ Census Year 

Note: All U.N. references are ackno1vledged to be of questionable 
reliability. 

Hate of 
Population 

Growth 
(% per ;v:2_ 

2 . 1-~.% 

2 ."?% 

3.1% 

~ O% ..-' • 0 

Population Studies Division· 
Econo:mic s Department 

. 



IRAN 

POPULATION, LABOR FORCE AND FERTILITY COFTROL 

1969 estimates: mid-year population 
births 
deaths 

rate of natural increase 

% of population under age 15 

Number of females age 15-44 

Females age 15-44 as % of 
total population 

Dependency Ratio 0-14, 65+ 
15-64 

1956 
42% 

3,860,000 

20.4% 

0.86 

27,900,000 
1,395,000 

558,000 
J.O% 

1966 
4'6% 

5,213,000 

20.8% 

1.005 

% Urban (resident in to1~s of 5000 +) 38% 39% 

Employment 

Agriculture 
Industry 
Services 

54% 
22% 
2L~~ 

1oo% 

family Planning 

Economically Active Population 
{46% of total population over age 10) 

Hale 
Female 

6,624,000 
990,000 

7 ,614,ooo 

87% 
13% 

100% 

Targets . reduce population grmv-th rate to 2%; 500,000 contraceptive users 
by 1973. 

Achievements: 
(1967-68) 

IUD 
Pill (clinics) 
Pill (sales ) 
Condom (clinics) 

Estimate of illegal abortions per year: 300,000 

24,647 insertions 
41-J.,OOO cycles 
50,000 cycles 
2,500 doz. (peale month) 

Population Studies Division 
Economics Department 





;-' .. ~A. 
Facts on IBHD, IFC, IDA Membership C31ld 

(a) r1embership 

IBRD Total capital 

9% portion 

Release 

IDA Total capital 

10% portion 

No release 

IFC Total capital 

(b) Holding of Bank Bonds 

$ 8 million 

subscription 

subscription 

subscription 

Bc:mk Group 9perations 

$128.6 million 

~) 11.57 million 

$ 8.10 million 

$ 4.54 million 

$~.54,000 

$372,000 

Undisbursed 
at Sept.JO, 1967 
US$ M. 

1.3 
l.S.J 
3·3 
1.9 

19.0 
19.L 
30 .0 
1.~0.0 
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( e) IDA Credits: 

There have been no IDA credits t o Iran. 

~£) IF6. 



~opulation: 26.7 m 
Per Cap .Inc: $257 

Greater Dez Irrigation 
Agricultural Development Fund 
Agriculture Unidentified II 
Agriculture Unidentified III 
Agriculture Unidentified IV 
Agriculture Unidentified V 
Agriculture Unidentified VI 
Agriculture Unidentified VII 

Communications 
IMDBI V 
IMDBI VI 
lM.DBI VII 

Education I 
Education II 

Power Transmission 

Highways IV 
Transp. Unidentified II 
Transp. Unidentified III 
Transp. Unidentified IV 

Unallocated 
Unallocated 

. Unallocated 
Unallocated 
Unallocated 
Unallocated 
Unallocated 
Unallocated 

P&B 10/15/69 

IVa. 

.IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 

IBRD 
IBRD 
IBRD 
IBRD 

IBRD 
IBRD 

IBRD 

IBRD 
IBRD 
IBRD 
IBRD 

IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 

IBRD 
No. 

IRAN - 5 YEAR LENDING PROGRAM 

1969 1970 

30.0 
6.5 

20.0 
40.0 

20.0 

40.0 

' 2 

. ($ mj lions) 
Fiscal Year 
1971 

30.0 

40 0 

15.0 

30.0 

20.0 

1972 

2).0 
2).0 

2).0 

1).0 
1).0 

1973 

25.0 

so.o 

20.0 

1).0 
10.0 

---

1974 

2).0 
2).0 

2).0 

1).0 
1).0 
20.0 · 

Total 
1964-68 

141.0 

7 

Total 
1969-7 --~· 

su;. s 
2L 
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. BASIC DATA 

Area: 1,648,000 square kilometers 

Population: 

Total: 
Estimated birth rate: 

about 28 million {September 1969 estimate) 
about 50 per 1,000 

Estimated death rate: about 20 per 1,000 
Rate of Growth: above 3 percent per annum 

Density: 16.9 per squ~e kilometer 
l!J.O per square kilometer of arable land 

Gross National Product at Market Prices 

in Rls. billion 1959/60 prices 
in Rls. billion at current pric~s 

Gross National Product. at Factor Cost 
in RlS.bi11Ion~ T§5976o prices -

Agriculture 
Ydning and manufacturing 
Petroleum, contribution to balance 

of payment 
Domestic operations, N.I.o.c. 
Water and power 
Construction 
Services 
of t-1hich 

Transport and Communication 
Administration and Defense 

Money and Banking 
-~ -

Money Supply 
Time and Savinc:ss Deposits 
Bank Credit to Public -Sector, net 
Bank Credit to Private Sector 

Prices 

Cost of Living Index 

NGTE: $1 = Rls. 75. 75 

1962/63 1968/69 

- 321.2 530.8 
349.2 618.4 

Sectoral Growth rate 
Distribution 1962/63 -
1968/69, % 1968/69 

23.7 4.6 
11.6 11.6 
15.1 16.0 

2.6 6.1 
2.6 32.0 
6.1 14.6 

42.6 8.9 

7.7 6.5 
11.4 14.9 

March 1969 Average 
{billion rials)Annual Change 
------ 1-iarch 1964-1965?_ 

85.6 
86.4 
40.3 

165.9 

14.9 
33.2 
47.7 
25.5 

Average Annual Rate of Change 
1968/69 1962/63 - 1968/69 

3.1 2.2% 

I' T 



- ii -

Government Qperation~ 1968/69 
(billion rials) 

As % of GNP 
(at market prices) 
19bB/69 19527b3 

Government cUrrent receipts 
Government current expenditure 
Current surplus 
Goverrunent capital outlays 
of which, debt repayment: 

External Trade 

Earnings from Petroleum sector 
Non-Oil Exports 
Mercha'1di.se Imports 

Composition of Exports 

1968/69 
(million . 
dollars) 

9.,88 
217 

1~432 

{as percentage of non-oil exports) 

Cotton 
Carpets 
Fruits 
Others 

Balance of Payments (US $ million) 

Earnings from oil sector 
Other merchandise exports 
Merchandise imports· 

- Other current 
Net capital inflo"t·r: 
Private 
Government 
Honetary 

128.3 
98.7 
29.6 
76.9 
12.2 

21 
16 
5 

12 
2 

17 
14 

3 
5 
1 

Change 
. 1962/63 -

As % of GNP 1968/69 
(at current 1968/69 (in~ p.a.) 

market prices) 

1962/63 

23.5 
19.4 
21.7 
35.4 

1962/63 

407 
125 

-461 
- 6.3 
- 8 
~ 

16 
- 29 

12.0 
2.6 

17.4 

1968/69 

19.8 
27.5 
13.0 
39.7 

1968/69 

988 
217 

-1,432 
- 260 

487 
2s 

372 
90 

16.0 
11.2 
20.8 

Foreign Exchange P?sition (US $ million) Harch 1968 March 1969 

Net foreign assets 
Gold and Forei~n exchange held 
by Central Bank 
I11F po si ti on 

Quota 
Drauings 

317 

352 

125 
31 

247 

270 

125 
.31 
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External Public Foreign Debt. (US $ million) 
_..........__~----- «, -

Contracted, ·including undisbursed 
· (Harch 22, 1969) : 

Disbursed only: 1/ 
Debt service ratio: (% earnings from 

oil sector and non-oil merchandise 
exports) 

1968/69 
1969/70 (rough estimate) 

Debt service ratio, including 
estimated service on private 
debt: 

1969/70 (rough est~ate) 

1/ According to Plan Organization data. 

··~ ... 

12% 
20% 

2.5% 
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