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Iran: Basic Data

Population 35.8 million (1978 mid-year estimate)
Annual population growth 2.7 per cent (estimate)
GNP per capita (current prices) 1977/78 US$2,127

IMF data (end of August 1978)
Currency
Quota

Fund holdings of Iranian rials
Lending to the Fund
SDR allocation

SDR holdings

Year ended March 20

Iranian rial, Rls 70.475 = US$1
SDR 660 million

88.8 per cent of quota
SDR 800 million

SDR 61.9 million

136.7 per cent
oF net cumulative allocation

1974/75 1975/76 1976/77 1977/78

(In billions of Iranian ri als)

National accounts (at constant

1974/75 prices)

Gross domestic product (factor
cost) 3,070.8 3,149.3 3,512,6 3,575.7
Rate of growth in per cent (6.8) (2.6) (11.5) (1.8)

Non-oil sector 1,629.2 1,884.8 2,128.0 2,290.8
Agriculture (303.3) (324.0) (341.7) (-339.0)
Industry (436.8) (535.8) (615.2) (668.8)
Services (889.1) (1,025.0) (1,171.1) (1,283.0)

Oil sector 1,441.6 1,264.5 1,384.6 1,284.9

Consumption plus gross domestic
fixed capital formation

Private sector consumption
Public sector consumption
Private sector gross domestic
fixed capital formation

Public sector gross domestic
fixed capital formation

Price indices (1974/75 = 100)
wholesale prices
Rate of change

Cost of living
Rate of change

2,347.9 2,879.1 3,102.0 3,285.6
(1,157.6) (1,275.7) (1,283.4) (1,429.7)

(628.3) (722.5) (796.0) (786.0)

(225.2) (420.9) (490.6) (439.0)

(336.8) (460.0) (532.0) (630.9)

(In per cent)

100.0 105.3 119.5 136.9

17.0 5.3 13.5 14.6

100.0 109.9 128.1 160.2

15.5 9.9 16.6 25.1
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Iran - Basic Data (continued)

Year ended March 20

Government finances

Revenue, of which
Oil and gas revenue

Expenditure, of which
Fixed capital expenditures » .

Overall surplus or deficit (-')—

Financing
External financing (net)
Domestic financing (net)

1,419.
(1,205.
1,279,
(348.
140.

-302.

(-210,
(-91.

Actuals Prelim. Budget
1974775 _1975/76 1976/77 "" 1977/78 1978/79

(In billions of Iranian rials)

1

2)
1

7)
0

1,617.6
(1,246.8)
1,604.9
(526.8)

12.7

0 -252.2

2) (-180.4)
8) (-71.8)

1,883.1
(1,421.5)
1,920.7
(684.1)
-37.6

-149.4

(-87.9)
(-61.5)

2,101.1
(1,497.8)
2,489.6
(959.4)

-388.5

308.0

(-60.5)
(368.5)

2,396.0
(1,541.8)
2,832.31/
(1,231.6)

-436.3

436.3

(56.5)
(379.8)

Projected

Outcome

1978/79

2,396.0
(1,541.8)
2,814.6

(1,231.6)
-418.6

418.6

(56.5)
(362.1)

Changes in;
Foreign assets (net)
Changes in:
Domestic assets (net)
Claims on private sector
Claims on public sector(net)

Central Government (net)
Government agencies (net)

Other items (net) (increase -)
Changes in:
Money ana quasi-money (A+B=D+E+F)

Rate of increase (in per cent)

1974/75 1975/76 1976/77 1977/78
Projection

1978/79

A.

B.

D. Public sector net domestic

expenditure

E. Monetary impact of private
sector operations

F. Other (net)

A. Net receipts from the oil sector

B. Other goods and services
Exports

Imports
Private sector

Public sector

Services (net)

C. Total (A+B)

D. Nonmonetary official capital (net)

E. Errors and omissions

F. Overall balance

G. Monetary movements (increases)

351.3

-57.0

210.4

-26.8

(-95.7)
(66.9)

-240.6

294.3

(57.1)

501.2

-49.9

385.3

387.9

41.2

(-80.3)

(121.5)
-43.8

335.4

104.6

343.4

424.1

19.7

(-68.2)

(87.9)
-100.4

448.0

(41.4) (39.1)

118.7

384.8

352.2

227.9

(351.4)
(-123.5)
-195.3

503.5

(31.6)

594.2 810.3 1,017.8

-91.0 -151.8 -214.2 -307.5

-115.9 -107.0 -148.1 -206.8

15,302

-8,256

573

-8,793
(-4,156)
(-4,637)

-36

7 ,046

-1 .636

-996

4 ,414

-4 ?414

(In millions of SDRs)

15,771

-13,321
543

-13,410
(-6,374)
(-7,036)

-454

2,450

-2,608

-672

-830

830

17,806

-14,179

569

-13,958
(-6,873)
(-7,085)

-790

3,627

-1,552

688

2,763

-2,763

17,557

-16,356

666

-15,214
(-7,240)
(-7,974)
-1,808

1 201

851

-104

1 ,948

-1 ,948

-70.0

615.0

429.0

426.0

(342.0)

(84.0)
-240.0

545.0

(26.0)

17,528

-19,390

762

-17,782
(-3,298)
(-9,484)
-2,371

-1,862

1,100

-762

762
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Iran - Basic Data (concluded)

1974/75 1975/76 1976/77 1977/78

(In millions of SDRs)

Foreign assets (end of period)
International reserves 6,679.1 6,952.2 8,933.2 10,094.0
Central Bank net foreign assets 6,534.1 6,335.1 8,340.5 9,569.3

•

1/ Reduced by Rls 150 billion representing the expected shortfall when
the budget was approved.

2/ Overall surplus or deficit differs from total financing as derived
for the monetary, and balance of payments accounts due to data discrepancies





)
s I. The Real Sector

1. Overall economic activity

During the period of the Fifth Development Plan (1973/74-1977/78)1/
the average annual rate of growth in the non-oil sector increased to over
13 per cent from 10.5 per cent for the previous five-year period. However,
real value added in the oil sector did not increase and, consequently, the
average annual rate of growth in real GDP during the five years ended
1977/78 fell to 7 per cent from 13 per cent during the preceding five-year
period. Moreover, the fluctuations in output of oil, largely in response
to movements in the world demand for oil, were mainly responsible for the
overall growth rate in real GDP registering sharp changes in recent years
(Table 1).

Table 1. Iran: Growth in GDP at Constant 1974/75 Prices

(Annual percentage change)

1973/7^ 197^/75 1975/76 1976/77 1977/781/

Oil 8.8 -0.6 -12.3 9-5 -7-2

Non-oil 15.* lU.U 15-7 12.9 7-6

Agriculture 5-7 5-9 6.8 5-5 -0. 1

8.7Industry 16.3 12.7 22.7 14. 8

Of which:

Manufacturing and mining (17-6) (18.3) (16.10 (14.8) (9-0)

Construction (11.3) (-3.10 (UU.2) (15-6) (7-7)

Services 19.1 18.6 15-3 14.3 9-6

Of which:

Public services (8.7) (22.5) (6.8) (19-2) (14.3)

GDP at factor cost 12.0 6.8 2.6 11-5 1.8

Source: Appendix I, Table 28.

1/ Preliminary.

1/ Iranian year ended March 20,
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During 1977/78 there was a marked deceleration in the rate of growth
of the non-oil sector to 7.6 per cent which was accompanied by a 7.2 per
cent decline in real value added in the oil sector. As a result, total real
GDP increased by less than 2 per cent. The small decline in real value added
in the agricultural sector was mainly due to poor rainfall as well as the
lack of adequate economic incentives for producers. Industrial output was
adversely affected by the existence of price controls and by a shortage of
electricity early in the year. The general slowdown in economic activity
Dnrf6 ToT^l Tt0r alS° reflected aslackening in the growth of demand.
During 1977/78, domestic expenditure, in real terms, increased by about
6 per cent, representing a further deceleration from the high rates of
increase recorded for 1974/75 and 1975/76 (Table 2).

In 1974/75, when domestic expenditure in nominal terms increased by
nearly 50 per cent, inflationary pressures emerged in the economy as the
supply of goods and services in the non-oil sector was unable to keep pace
Wlt?Q^e lar§e increases in demand. The authorities imposed price controls
m 1975 and implemented tighter fiscal and monetary policies in 1976/77
and 1977/78. Consequently, the growth in domestic expenditure in nominal
terms was reduced. At the same time, the removal of some of the physical
bottlenecks also contributed to the easing of supply constraints. The growth
in public consumption expenditure decelerated as a direct result of the
Government s tighter fiscal policy. These dampening effects on demand were
ottset by the continued increase in private consumption expenditure
stimulated by the large increases in real income in recent years, as well
as the continued expansion of public sector investment, made possible by th-
easing of physical constraints.

Investment over the last five years in Iran has been undertaken within
the general framework of the Fifth (Revised) Five-Year Plan. The increase
in resources available, following the oil price increase, led to a more than
doubling of the ratio of domestic savings to GNP from an annual average of
19 per cent in the previous five-year period to nearly 40 per cent during
the period of the Fifth Plan (Table 3). Investment in both the private and
public sectors increased rapidly, especially during the last three years of
the Plan, when the ratio of investment to GNP reached nearly 34 per cent
There remained, however, a large surplus of domestic savings, which was
reflected as a surplus on the current account of the balance of payments.
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Table 2. Iran: Use of Resources at Constant 1974/75 Prices

(Annual percentage changes)

1973/74 1974/75 1975/76 1976/77 1977/781/

Consumption expenditures 15.0 23-4 11.9 4.1 6.6
Private sector (14.0) (13.6) (10.2) (0.6) (11.4)
Public sector (17.5) (46.8) (15-0) (10.2) (-1.3)

Gross domestic fixed

capital formation 11.1 23.0 56.7 16.1 4.6
Private sector (0.5) (12.4) (86.9) (16.6) (-10.5)
Public sector (21.1) (31.4) (36.6) (15-7) (18.6)

Domestic expenditure 14.0 23.3 22.6 7-7 5-9

Exports, goods and nonfactor

services 12.0 -1.5 -10.9 11-5 -6.1

Imports, goods and nonfactor
services

GDP at market prices

Memorandum items:

Domestic expenditure
(at current prices)

Supply (non-oil sector)—'

Cost of living index
Price deflator, non-oil GDP
Price deflator, imports, goods

and nonfactor services 8.3 42.2 12.0 1.5 4.6

22.8 32.3 47-7 9-8 15-5

11.3 6.5 2.8 10.7 2.5

27-1 49-3- 39-0 23-0 25-5

17-2 19.1 25-0 11.9 10.3

11.2 15-5 9-9 16.6 25-1

11.9 19-0 11.5 17-0 18.3

Sources: Appendix I, Tables 30, 31, and 32.

1/ Preliminary.
2/ Sum of GDP at factor cost in the non-oil sector plus imports of goods

and nonfactor services.
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Table 3. Iran: Investment and Savings

(As percentage of GNP at market prices)

Annual Average

1968/69-1972/73 1973/74 1974/75 1975/76 1976/77 1977/781/

Capital formation 22.0 19.8 17.8 29.7 31.1 33 7
Private (9-6) (8.7) (7.1) (14.5) (14.9) (13!7)
Public (12 4) (11.1) (10.7) (15.2) (16.2) (20.0)

Domestic savings 18.6 34.2 43.4 38.8 43.6 38.9
Foreign borrowing-' 3.4 -14.4 -25.5 -9.1 -12.4 -5.2

Sources: Appendix 1, Table 31 and Imperial Government of Iran, Plan and Budget
Organization, Information Division, Economic Trends of Iran, (fifth edition)
March 1978.

1/ Preliminary.
2/ Net export of goods and services.

Gross domestic fixed capital formation, at constant 1974/75 prices, increased
at an annual rate of 29 per cent over the five-year period, compared with nearly
14 per cent du: ing the previous five years. Some data are available on the break
down of investment by type and by main economic sector for the first four years
of the Plan (Table 4). The distribution of investment by main economic sectors
has remained similar to that undertaken under the previous Five-Year Plan. Industry
accounted for about one half of total investment, services for 32 per cent, oil
and gas for 11 per cent, and agriculture for 7 per cent.

The change in the pattern of investment has been more marked, however, in the
type of projects that have been undertaken. Within the industrial sector, increased
amounts of investment expenditures have been placed in more highly technical capital
intensive plants, and industries such as petrochemicals, steel, copper and machine
tools, were assigned high priority. The increase in investment by the public
sector reflected increased investment to build up the physical infrastructure and
to expand the social services, including free primary education, improved health
services and low income housing projects.

A number of bottlenecks, both administrative and physical, arose during the
implementation of the Plan. The major bottlenecks that emerged were shortages of
skilled and unskilled labor, an inadequate internal transportation system, a
shortage of building materials and congestion of seaports. This delayed the
completion of some projects. The rapid expansion of investment, with the
associated strains on the physical and social infrastructure, may have led to a
_. ss than optimal use of investment expenditures in some projects. Most of the
bottlenecks had eased by 1977/78, although there remains a shortage of skilled
labor. A number of projects are being implemented to strengthen the internal
transportation system. There was a decline in real investment by the'private sector
during 1977/78, which was affected by the introduction of regulations to reduce
speculation in real estate as well as the uncertainties generated by the price
controls.
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sectors ™the Fifth SSf^*" th\increase in va^ added by main economic
in Smp ? ™ I ? ' g^ thS aCtUal rates of §rowth. ^e presented£raS I' Th\aCtuf rate of 8rowth for the non-oil sector was just belowtarget. Among the main economic sectors, the rate of growth in the aLicultura!
cautioV^ "J1 \el°\ta^et' H—er, this result sho^be in erPre§ted withcaution, due to the abnormal weather conditions in 1977/78.

Table 5. Iran: The Fifth (Revised) Development Plan

(.Average annual rate of change at constant pricesoi/

Actual Target Prelim.
1968/69-L972/73 1973/74-1977/78 1973/74-1977/78

Gross domestic product
(at factor cost) 12 .8 13.92/ 6 .9

Oil 15 .1 12. d./ -0 .7
Non-oil 10 5 15.7 13 .2

Agriculture (3 5) (7.0) (4 .6)
Industry (11 3) (18.0) (14 9)
Services (14 1) (16.4) (15 •3)

Sources: Staff calculations based on Appendix Table 28 and the Fifth
(Revised) Development Plan.

1/ At constant 1972/73 prices for the targets of the Plan and at constant
1974/75 prices for the actual results for both five-year periods.

2/ In the Fifth (Revised)' Development Plan, an adjustment for the change
in the terms of trade following the oil price increase has been applied to
value added to the oil sector. These targets for the oil sector and for GD?
have been calculated excluding the terms of trade adjustment.
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The growth rates for the industrial and service sectors were below target
also, following the delays in completing some projects and the slowdown in
economic activity during 1977/78. Despite the bottlenecks which arose during
the implementation of the Plan, the ratio of the increment in output to the
level of investment for the non-oil sector during the first four years of the
Plan was only marginally below that for the previous five-year period.
Reflecting the slowdown in the world demand for oil, there was a major short
fall in the target for growth in the oil sector, which contributed also to
the shortfall in the target for the accumulation of foreign exchange reserves.
The effect of the shortfall in the volume of oil exports on the external sector
was offset, in part, by the lower than anticipated level of payments for
imports of goods and services. However, the level of net capital outflows
was greater than planned for and about US$11 billion of foreign exchange
reserves was accumulated over the period of the Plan, compared with a target
of US$17.5 billion.

The Sixth Five-Year Plan (1978/79-1982/83) has not been published yet.
However, it is expected that the Government's economic policy will aim at
more moderate rates of economic growth. The Sixth Plan period is likely to
constitute a transitional period during which the financial constraints are
likely to become tighter. Priority will be given to completing ongoing
projects and more emphasis would be placed on infrastructural projects, such
as internal transportation and communications, and power, in an effort to
remove the remaining bottlenecks. In addition, it is intended to place more
concrete emphasis on the agricultural sector.

The development expenditures in the government budget for 1978/79 have
been coordinated to fit into the general framework of the proposed Development
Plan. Capital expenditures have been budgeted to increase by 28 per cent
which, after allowing for some increase in the price deflator for investment
expenditures, represents an increase of over 10 per cent, in real terms, Most
of the increase in budgeted expenditures has been allocated to the category of
economic services, which encompass agriculture, transportation, telecommuni
cations, petroleum, fuel and power. In 1978/79, domestic savings are not
expected to be sufficient to finance investment expenditures.

2. Prices, wages and employment

Despite the strong demand pressures in the economy, the rate of increase
in the cost of living index was limited to about 10 per cent during 1975/76
as a result of the institution of an extensive price control program in
August 1975. At first, the price control program covered about 14,000 goods
and services, including capital and intermediate goods as well as consumer
goods and services. The prices which prevailed in January 1975 were used
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as a basis for the program and any increase after that date had to be approved
by the Price Commission which was established to implement the price control
program. Prices of locally produced goods were set, in most cases, to allow
for a profit margin of between 10-15 per cent above production costs. Prices
of imported goods provided for a mark-up of about 15 per cent over the landed
cost of imports, including customs charges. The Government continued to
import some of the basic food items, which were sold at subsidized prices,
as well as other items in short supply, such as cement. The price controls
were enforced strictly with part of the responsibility for enforcement being
assumed by the merchant guilds and other trade organizations. The controls,
which were implemented more rigorously for locally produced goods than for
imported goods, tended to discourage local production and to favor imports

The authorities were aware of the distortions arising from the price
controls and during 1976/77, when the excess demand pressures in the economy
began to wane, the authorities started to relax gradually the controls. By
the end of 1977/78, price controls were effectively eliminated for most goods
and services. Price increase of less than 10 per cent were approved quite
readily while price increases of more than 10 per cent were subjected to a
more detailed investigation and, in some cases, were approved only under
certain conditions. In particular, producers were instructed to increase
production so as to eliminate any excess capacity that existed. There are
about 60 items that remain subject to price controls, mainly items classified
as essential goods and services. The prices of the basic foodstuffs, including
wheat, meat, cooking oil and sugar, are subsidized by the Government which
purchases the goods locally as well as from abroad. Amongst the other items,
there are some products which are produced locally and are not subject to
competition from imported goods. In these cases, the price controls are
designed to ensure that excess profits are not made. As the authorities
allow prices to adjust to the forces of supply and demand, the role of the
Price Research Center (formerly the Price Commission) is being changed from
the implementation of price controls to that of research for costs and prices.

The gradual removal of the price controls led to an acceleration in the
recorded rate of inflation in 1976/77 and in 1977/78, with the cost of living
increasing by 25 per cent in 1977/78, the highest rate for many years (Table 6).
However, the rate of increase in both the wholesale and the cost-of-living
indices decelerated during 1977/78 and the first quarter of 1978/79. The
main reason for the deceleration in the cost of living index was the slowdown
in the rate of. increase for the subindex for housing and fuel, following
the introduction of regulations in 1977 aimed at containing the increase in
the price of land and of other measures designed to limit speculation in real
estate. The rate of increase of the subindex for food, beverages, tobacco,
and clothing, which accounts for over 50 per cent of the cost of living index,
remained high and did not show a significant deceleration (Table 6). On the
other hand, the rate of increase in the wholesale price index decelerated to
11 per cent in the first quarter of 1978/79, from an annual rate of nearly
20 per cent in the first quarter of the previous year.



Table 6. Iran: Summary of Developments in Prices

(Annual change in per cent)

Weights
1974/75 1974/75 1975/76 1976/77 1977/78 Ql

Wholesale price index
Domestic goods

Imported goods
Exported goods

Cost of living index

Of which:

Food, beverages and tobacco
Housing and fuel

House furnishings and

household operation

Clothing

100.0

(67.9)

(29.0)
(3.1)

100.0

17.0

(18.6)

(12.4)
(8.2)

15.5

5.3

(5.9)
(4.0)
(3.5)

9.9

13.5

(16.1)

(6.4)
(21.0)

16.6

(37.6)
(22.8)

(19.2)

(19.5)
(5.7)

(18.9)
(12.3)
(33.8)

(8.7)
(12.7)

(18.9)

(12.5)
(15.3)
(8.9)

(11.2)
(11.2)

14.6

(15.6)

(12.1)
(12.2)

25.1

19.6

(21.9)

(12.7)
(26.8)

29.1

(19.8) (18.3)
(36.3) (54.8)

(14.2) (18.0)
(21.1) (24.0)

/78i/1977

Q2

16,5

(17.8)

(13.2)
(17.6)

30.1

Q3

11.9

(12.8)

(10.6)
(6.9)

23.8

Q4

w

1978/791/
Ql

10,9 10,9

(11.0) (10.3)
(12.1) (14.0)
(0.6) (-0.6)

18.5 12.5

(20.3)

(51.4)
(19.6)
(30.2)

(21.2)
(16.4)

(21.6)2/
(2.7)2/

(16.3)
(23.7)

(13.8)
(21.1)

(9.6)
(16.1)

(4.8)1/
(13.6)

i

I

Source: Bank Markazi Iran.

1/ Figures under the headings Ql, Q2, Q3, and Q4 refer to the percentage change in the first, second, third and
fourth quarters, respectively, relative to the same quarter of the previous year.

2/ The rates of change for 1978/79, first quarter, for the categories food, beverages and tobacco, housing and
fuel, and household furnishings and household operation are not strictly comparable with the rest of the series.
These rates of change do, however, give a good guide as to the behavior of prices in these categories.
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For some years there has been a shortage of labor in Iran, and wages
in both nominal and real terms, have risen substantially. The change in
the indices for wages, salaries and fringe benefits paid by large manufac
turing establishments and for wages of unskilled construction workers are
given in Table 7. While these series do not give a complete coverage of
wages in Iran, they provide a guide to the movement in wage rates in the
urban areas.1/ During 1977/78, nominal wage rates in the manufacturing
sector and for unskilled construction workers continued to increase, albeit
at a lower rate than in the recent past. However, after recording substantial
increases during 1973/74-1976/77, real wages in the manufacturing sector
probably did not increase during 1977/78. The deceleration in the rate of
increase in wages reflected, in part, the general slowdown in economic
activity during 1977/78 which tended to dampen the growth in the demand
for labor. As an indication, the level of employment for the large
manufacturing establishments remained virtually constant during the first
three quarters of 1977/78. At the same time, the authorities were able
to limit wage increases through moral suasion on employers and employees.

Table 1„ Iran: Summary of Developments in Wages

(Annual change in per cent)

Wages in manufacturing
sectori/

Wages of unskilled
construction workers

Wages in manufacturing
sector, in real

terms±/

Memorandum item:

Large manufacturing
establishments:

Employment index!/
Production index

1974/75 1975/76 1976/77 1977/78 Ql

33.0 42.8 36.8 ... 29.9

50.8 35.5 33.7

15.2 ' 29.9 17.4 ... 0.6

(1974/75 = 100)

1977/78

Q2 Q3

25.2 24.9

•3.8 0.9

100.0 110.1 116.6 ... 116.8 118.2 117.9

100.0 114.5 133.7 ... 132.8 134.6 156.6

Sources:

Iran.

Staff calculations based on Appendix I, Tables 32 and 33 and Bank Markazi

1/ Wages, salaries and fringe benefits of the large manufacturing establishments.
2/ Wages in manufacturing sector deflated by the cost of living index.
_3/ Excluding employees of slaughtering establishments.

1/ A discussion of the issues of labor and wages in the rural sector, including
the continued deterioration of the rural urban terms of trade, is given below in
subsection 3a.
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Arable farming contributed over 60 per cent of real value added in
agriculture during 1977/78 and livestock contributed 35 .per cent, while
forestry and fishing accounted for the remainder (Appendix I, Table 35).
A summary of the developments in the agricultural sector is presented in
Table 8• Value added in the livestock industry has increased relatively
steadily, at an annual rate of nearly 7 per cent, over the 1974/75-1977/78
period. Low rainfall in the crop growing areas, a disease in the rice crop,
and a shortage of labor adversely affected the arable farming industry in
1977/78 and value added is estimated to have declined by about 5 per cent.
The total area under cultivation fell and output of major crops, except tea
and cotton, declined in 1977/78 (Appendix I, Table 36). For a number of
products, such as wheat and barley, the Government Cereal Corporation
guarantees to purchase the output from producers at a minimum price, but
producers are permitted to sell on the open market. For tea and tobacco,
the Government Trading Corporation is the sole purchaser.

It is difficult to obtain a reliable estimate for the movement in the

rural-urban terms of trade. However, a comparison of the changes in the
deflator for value added in the agricultural sector, which provides an
estimate for the prices received by farmers, with the changes in the deflator
for GDP in the non-oil sector and with the changes in wages, indicates that
the rural-urban terms of trade have deteriorated steadily since 1974/75
(Table 8). The policy of stabilizing food prices for consumers in the cities
has, along with the Government's pricing policy for agricultural output,
reduced profitability in agriculture, thereby encouraging the migration of
labor from rural to urban areas. The shortage of agricultural labor became
more serious in 1977/78 and in the case of some crops, such as sugar beet,
the high levels of wages being paid made it uneconomical to reap the harvest.

The Government has continued its efforts to boost agricultural output
through the provision of infrastructural services, particularly irrigation
facilities, subsidized credit, and subsidized stock feed for the livestock
industry. Several regional development banks have been established in the
provinces to increase the availability of credit to the agricultural sector.
The prices paid to producers by the government corporations have just been
revised upwards and the authorities propose to place greater emphasis on
the development of the agricultural sector in the next development plan.

A detailed description of the institutional arrangements in the
agricultural sector is given in Appendix II of SM/77/104. The Government
has continued to implement the land reform program, which was initiated in
the early 1960s, and the number of rural cooperatives, as well as the capital
of the cooperatives, increased further during 1977/78 (Appendix I, Table 37).
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Table 8. Iran: Summary of Developments in the Agricultural Sector

(1974/75 = 100)

Index

Value added in:

Agricultural sector

Of which:

Arable farming
Livestock

Production of:

Wheat

Barley

Rice

Cotton

Sugarbeets

Memorandum items:

1973/74 1974/75 1975/76 1976/77 1977/78

94.5 100.0 106.8 112.7 111.8

(94.9) (100.0) (105.6) (111.8) (106.3)
(93.3) (100.0) (109.5) (114.9) (121.5)

97.9 100.0 117.0 127.7 117.0

107.0 100.0 162.2 173.8 142.5

101.6 100.0 108.9 121.9 106.6

86.0 100.0 65.7 71.3 74.8

98.6 100.0 108.6 120.9 96.5

Estimates of rural/urban

terms of trade

(1974/75 = 100)-
Deflator for non-oil

GDP

Manufacturing wages
Wages for unskilled

construction workers

1/

97.4

108.8

100.0

100.0

92.5

72.2

95.7

63.9

92.7 f

ers 100.0 68.4 61.1 52.4

ture 101.0 100.0 95.7 93.8 * t •

Sources: Staff calculations based on data in Appendix I, Tables 28, 34,
35, and 36.

1/ Deflator for value added in agriculture divided by non-oil GDP
deflator, wages in manufacturing, and wages for unskilled construction
workers, respectively.

If Deflated by average index for wages for first three quarters of
1977/78.
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Details of the production and export of petroleum, of foreign exchange
receipts from the oil sector and of refining output for the 1973-77 period
are given in Apppendix I, Tables 38-40. A summary of the developments in
the output, export and domestic use of petroleum products is given in
Table 9. After rising steadily for over two decades, Iran's crude oil
production reached a peak of 6.0 million barrels per day (b/d) in 1974.
Since 1974, however, the output of oil has fluctuated in response to changes
in the world demand which, in turn, reflected the evolution of economic
activity in the industrial countries as well as the impact of higher oil
prices. During the first five months of 1978, production has been running
at a rate of about 5.6 million b/d, a little less than the average of 5.66
million b/d, recorded in 1977. The capacity for crude oil production is
estimated at present to be about 6.5 million b/d.

Table-9. Iran: Summary of Output, Export and Domestic
Use of Petroleum Products

Crude oil production

Exports
Crude oil

Refined products

Domestic use^-

Memorandum items:

Refinery output as a
percentage of production

Change in refinery output

(In millions of barrels)

1973 1974 1975 1976 1977

2,139.3 2,197.9 1,952.7 2,153.0 2,066.9

2,026.9 2,061.8 1,807.6 1,981.9 1,853.6
(1,926.5) (1,959.8) (1,705.4) (1,903.7) (1,780.1)

(100.4) (102.0) (102.2) (78.2) (73.5)

100.0 114.2 137.0 174.5 207.6

(In per cent)

9.4 9.8 12.2 11.7 13.6

1.2 7.9 10.6 5.6 11.2

Sources: Appendix I, Tables 38 and 39.

_!/ Refinery output less exports of refined products.

The official sales price and the government revenue per barrel has
remained unchanged since January 1, 1977 (Table 10). The present system
of pricing has been in place since January 1, 1975, when OPEC replaced the
posted price system. Under the present system, government revenue per
barrel is calculated on the basis of the government take for Saudi Arabian
marker crude. The authorities of each country make adjustments from the
price of marker crude to reflect the differences in transportation costs
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and in the quality of crudes.1/ The official sales prices for both light
and heavy crudes were adjusted on October 1, 1975 and on January 1, 1977
following the adjustment of OPEC prices. In between these price changes
an adjustment was made to the production costs on January 1, 1976. Also,
following the decision of Saudi Arabia and Kuwait to reduce the price of
their medium and heavy crudes in November 1975, the official sales price
for Iranian heavy crude (31 API) was reduced by a small amount on two
occasions during 1976, in an effort to halt the decline in heavy crude
exports.

Table 10. Iran: Official Sales Price for, and Government
Revenue from, Iranian Crude Oil

Official sales price

Less:

Production cost

Profit margin
Government revenue

Official sales price

Less:

Production cost

Profit margin
Government revenue

(In U.S. dollars per barrel)

1975 1976 1977

Jan. 1 Oct. 1 Jan. 1 Feb. 14 June 9 Jan. 1 Dec. 31

(34 API crude oil)

10.674 11.620 11,620 . 12.810

(0.160)
(0.220)
10.294

(0.180)
(0.220)

11.220

(0.300)
(0.220)

11.100

(0.300)
(0.220)

12.290

(31 API crude oil)

10.450 11.495 11.495 11.400 11.330 12.490

(0.160) (0.180) (0.300) (0.300) (0.300) (0.300)
(0.220) (0.220) (0.220) (0.220) (0.220) (0.220)
10.070 11.095 10.975 10.880 10.810 11.970

12.810

(0.300)
(0.220)

12.290

12.490

(0.300)
(0.220)
11.970

Sources: Bank Markazi Iran and National Iranian Oil Company.

During 1977, refinery output continued to increase and nearly 14 per
cent of crude oil production was refined (Table 9). With the opening of
another section of the large refinery in Abadan in 1977, the refinery
capacity was increased by 60 million barrels per annum to 365 million
barrels. In 1977, the equivalent of 77 per cent of refinery capacity was
used. During 1978, refinery capacity is expected to increase to 430
million barrels, as two new refineries, one at Isfahan and one at Tabriz,
have just been brought into production (Appendix I, Table 39).

1/ A detailed account of the various adjustments in the official sales
price and in the government take since January 1, 1975 is given in SM/77/103,
pages 17-19.
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The export of refined products continued to decline during 1977, as the
domestic use continued to increase. The average annual rate of increase in
domestic consumption over the last four years was 20 per cent, which is well
above the rate of growth in national income in real terms. As part of the
Government's policy to encourage conservation of petroleum products in Iran,
the price of gasoline was raised by 25 per cent in March 1978 to Rls 10 per
litre for regular and Rls 12.5 per litre for premium. The Government intends
to increase gasoline prices by Rls 2 and Rls 2.5 per litre for regular and
premium, respectively, each year for the next three years so that the prices
will reach Rls 16 and Rls 20 per litre by March 1981.

Foreign exchange receipts from the export of oil, in terms of SDRs,
declined by 1.5 per cent in 1977/78, reflecting the decline in the volume
of exports of 6.5 per cent which was partially offset by an increase in the
unit value of 5.3 per cent, following the increase in the official sales
price of over 10 per cent, in terms of U.S. dollars, on January 1, 1977.
Apart from the regular receipts from oil exports, there was a small amount
of foreign exchange, SDR 92 million, which was received from the joint
venture companies for local currency purchases during 1977/78 (Appendix I
Table 40).

The main markets for Iranian crude oil exports remained Western Europe
Japan and North America in 1977 (Appendix I, Table 41). Since 1973, the
proportion of crude oil exports by OSCO to Japan has declined while there
has been an increase in the share of exports to North America and to Africa.
For exports of petroleum products, which accounted for less than 4 per cent
of the volume of oil exports during 1977/78, most of"the shipments are to
Asia, other than Japan.

c. Natural gas

It is estimated that Iran's proven natural gas reserves are in excess
of 400 trillion cubic feet and that Iran has the second largest reserves
of natural gas in the world, following the U.S.S.R. Responsibility for all
activities in the natural gas industry has been assigned to the National
Iranian Gas Company (NIGC), an affiliate of the NIOC. The NIOC is entitled,
however, to the use of gas produced in the area covered by the agreement with
the Consortium of foreign companies for petrochemical feedstock, secondary
recovery programs, and exports by pipeline. Both the Consortium and the
NIOC are permitted to export liquefied natural gas.

At present, most of Iran's natural gas production is associated with
oil production. The proportion of gas produced from gas reserves is increasing
and m 1977, when oil production declined, gas production increased by 14 per '
cent The proportion of the gas output that is flared has declined over the
last four years (Table 11). Domestic use of natural gas increased by 62 per
cent In 1977, as the distribution networks to supply industrial and household
consumers were expanded, while exports of gas to the U.S.S.R. remained
constant. The value of exports in terms of SDRs increased during 1977
following the rise in the average export price at the time of the revision
of oil prices by OPEC on January 1, 1977. Foreign exchange receipts from
gas remained the second most important source of foreign exchange during 1977/73
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Table 11. Iran: Natural Gas Production, Uses,
and Foreign Exchange Receipts

(In billions of cubic feet)

1973 1974 1975 1976 1977

Production 1 ,698.2 1 ,766.7 1 ,603.3 1 ,775.1 2 ,029.4
OSCOi/ (Consortium) 1 ,571.4 1 ,639.2 1 ,469.4 1 ,532.7 1 ,867.1
NIOC 4.3 4.7 4.4 10.1 14.1

Other companies 122.5 122.8 129.5 233.3 148.2

Uses

Flared 996.6 983.2 832.3 985.4 945.3

As per cent of total
production (59) (56) (52) (55) (47)

Domestic use 395.2 462.7 433.3 466.3 757.4

Exports to U.S.S.R. 306.5 320.8 337.8 327.5 326.9

Value of exports in

millions of SDRs^/ (84) (97) (159) (157) (213)

Sources: National Iranian Oil Company and Bank Markazi Iran.

1/ OSCO is the Oil Service Company of Iran.
2/ The SDR equivalent of the U.S.S.R. ruble valuation of gas exports. 'The

exchange rate used in the special trade agreement is Rls 91.31 equal rub 1.
The price in U.S. cents per thousand cubic feet of natural gas of standard
caloric quality has been increased several times since deliveries to the

U.S.S.R. commenced in October 1970 when the price was 18.7 cents. The price
was increased to 30.7 cents in July 1973, to 57 cents on January 1, 1974, to
58.88 cents on October 1, 1975, and to 76.0 cents on January 1, 1977. The
average price received per thousand cubic feet varies, however, with the
caloric quality of the gas shipped.

For 1978, the domestic use of natural gas is expected to continue to increase
as the supply networks are expanded further and the secondary recovery program
for oil, where gas is injected into the wells to maintain pressure, is implemented.
Exports of gas by pipeline are not expected to increase under the contract with
the U.S.S.R. The second pipeline project, which involves constructing a pipe
line through the U.S.S.R. to supply markets in Europe, will not be completed
until 1981. The NIGC is actively exploring markets for the export of liquefied
natural gas but, as yet, no liquid gas has been exported.
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d. Industry

Over the last five years, the contribution of industry, including
manufacturing and mining, construction, and water and power, but excluding
the oil sector, to real GDP has increased steadily. In 1977/78 industry
accounted for nearly 19 per cent of real GDP at factor cost, or 30 per
cent of value added in the non-oil sector.

A summary of the general developments in the industrial sector is
provided in Table 12. Manufacturing and mining contributed 68 per cent
of value added in the industrial sector in 1977/78 while construction
accounted for just over 26 per cent and water and power for less than 6 per
cent. The annual average rate of growth of value added, in real terms, over
the five-year period, 1973/74-1977/78, was 15 per cent, with both the
manufacturing and mining and the construction industries expanding at a
fast rate. Investment in the industrial sector has increased rapidly since
1974/75, as the authorities promoted industrial development and there was
a boom in construction, particularly in real estate development. Over the
same period, the level of employment has remained quite constant in the
industrial sector.

Table 12. Iran: Summary of Developments in the Industrial Sector

(1974/75 • 100)

Index 1973/74 1974/75 1975/76 1976/77 1977/78

Value added:

Industrial sector 88.8 100.0 122.7 140.8 153.1
of which:

Manufacturing and mining (84.5) (100.0) (116.4) (133.6) (145.7)
Construction (103.6) (100.0) (144.2) (166.7) (179.5)

Employment:

Industrial sector 90.6 100.0 97.7 103.4
of which:

Manufacturing and mining (93.2) (100.0) (98.0) (104.6)
Construction (83.9) (100.0) (95.9) (98.9)

Investment:

Industrial sector 82.9 100.0 150.2 194.0
of which:

Manufacturing and mining (100.1) (100.0) (163.7) (180.9)
Construction (75.1) (100.0) (141.8) (183.6)

Sources: Appendix I, Tables 28 and 34 and Imperial Government' of Iran,
Plan and Budget Organization, Information Division, Economic Trends of Iran,
(fifth edition), March 1978.
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The strategy for industrial development has tended to move away from
encouraging the production of light consumer goodstas was the case during
the 1960s, toward the production of more capital and intermediate goods.
In recent years, therefore, a number of highly technical industries, based
on Iran's natural resources, such as petrochemicals,!./ copper, iron and
steel, and aluminum, have been set up. In addition, the output of industries
classified under fabricated metal products, machinery, and equipment, which
includes the production of automobiles, consumer durables, and agricultural
machinery, has increased rapidly over the last three years. The expansion of
the more traditional types of industries, classified under food, beverages
and tobacco, and textiles, clothing and leather products has been less
marked (Table 13). More details on output of individual industries are
given in Appendix I, Table 43.

Table 13. Iran: Indices of Production and Employment
of Large Manufacturing Establishments

(1974/75 = 100)

Average for First
Weights Annual Average Three Quarters
1974/75 1975/76 1976/77 1977/78

Production

of which:

Food, beverages and tobacco
Textiles, clothing and

leather products
Chemical, basic materials and

products
Nonmetal, mining products

(except oil and coal)
Basic metals

Fabricated metal products,
machinery and equipment

Employment

of which:

Food, beverages and tobacco
Textiles, clothing and leather

products
Chemical, basic materials

and products
Nonmetal mining products

(except oil and coal)
Basic metals

Fabricated metal products,
machinery and equipment

100.0

(21.6)

(15.9)

(15.3)

(9.1)
(10.5)

(24.7)

114.5

(108.4)

(116.0)

(108.6)

(119.6)
(108.0)

(124.7)

110.1

(110.5)

(103.8)

(110.0)

(113.9)
(113.5)

133.7

- (122.8)

(124.6)

(129.7)

(146.6)
(112.8)

(157.3)

116.6

(123.2)

(103.2)

(121.8)

(133.5)
(112.1)

(117.0) (126.9)

Sources: Appendix I, Table 43 and Bank Markazi Iran.

141.3

(121.7)

(121.5)

(149.4)

(156.5)
(137.0)

(155.4)

117.6

(133.1)

(97.2)

(125.8)

(145.4)
(112.5)

(129.9)

1/ More details on the petrochemical industry are given in SM/77/104, pp. 22-25
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and have been traded with an annual yield of 8-10 per cent. The bonds
are guaranteed by the Government and may be supported in the market by
the Central Bank. The difference between the interest on bonds issued to
the original shareholders and the interest rate on loans extended to the
workers constitutes a direct charge to the government budget. In the medium
term, there will be an expansionary impact on domestic liquidity as the
bonds mature. The extent of the impact will depend on the difference
between the value of the bonds and the level of loans outstanding to the
workers.

The construction industry has expanded even more rapidly than the
manufacturing and mining sectors over the last five years, despite the
shortage of building materials which was a constraint on output until
recently. Although investment by the private sector, in real terms, declined
in 1977/78, value added in the construction industry is estimated to have
increased by 8 per cent, a deceleration from the race of expansion in the
previous years. While investment in construction by the public sector
continued to increase, there was a fall in residential construction invest
ment, in part due to the introduction of regulations which virtually
eliminated speculation in real estate during 1977/78.

The general slowdown in economic activity during 1977/78 was reflected
in the performance of the industrial sector, particularly in the construction
industry. However, as is indicated by the indices for manufacturing output and
cor construction starts, economic activity appeared to have started to revive
by the fourth quarter of 1977/78 (Table 14). Manufacturing output increased
at annual rate of less than 9 per cent during the first three quarters, followed
by an acceleration in the fourth quarter. The data for construction starts
indicate a turnaround in activity in the fourth quarter.

Table 14. Iran: Indicators for Manufacturing and Construction Industries

(Annual change in per cent)

1977/78

1975/76 1976/77 1977/78 Ql Q2 Q3 Q4

Manufacturing (production
index for large
manufacturing
establishments) 14.5 16.8 10.71/8.1 9.1 8.7 15.si/

Construction (privately
financed construction

starts in urban areas;

aggregate floor space) 22.7 59.3 -12.0 -23.9 -16.1 -14.1 32.5±'

Sources: Appendix I, Tables 42 and 43 and Bank Markazi Iran.

1/ Preliminary data, which may not be completely consistent with the rest of
the series.
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II. The Financial Sector

1. Government finances

a. Introduction

The public sector in Iran comprises the Central Government, local
governments, public enterprises, and nonprofit government agencies. The
Central Government, which depends mainly on the oil sector for its
revenues, finances the current and capital operations of all the minis
tries and provides grants and transfers to other public sector entities.
The local authorities consist of 23 governorates general, 153 districts,
and over 400 municipalities, all of which receive most of their funds
from the Central Government. The district governments are also authorized
to levy special local taxes, while the municipalities raise additional
revenues from property taxes, vehicle taxes, business licenses, and user
charges.

The public enterprises, in which the Central Government owns at
least 50 per cent of the shares, have grown rapidly in the years following
the sharp increases in oil prices. There were over 130 such enterprises
operating in 1977/78; however, under the Industrial Share Redistribution
Program, these enterprises are required to sell gradually 99 per cent of
their shares to their workers and the public. The Central Government
will nevertheless retain operational control of these enterprises. The
public enterprises also receive grants and transfers from the Central
Government and are required to transfer to the Central Government varying
proportions of their profits. The nonprofit government agencies encompass
58 cultural, welfare, and charitable institutions. Although these institu
tions can cover about one fourth of their expenses from their revenues,
the balance is provided by the Central Government.—

A consolidated budget of the public sector operations cannot be
compiled, mainly due to the lack of comprehensive data on the operations
of the local governments as well as due to double counting in the data
on the operations of the Central Government, public enterprises, and
nonprofit government agencies. The analysis below will therefore
concentrate on the central government budget which includes transfers
to and from the other public sector entities. However, it is possible
to derive the net domestic expenditures of the public sector indirectly
from the monetary and balance of payments data._'

b. Central government budgetary developments, 1973/74-1977/78

(1) Structure and trends in revenue

The structure of government revenues in Iran reveals a heavy
reliance on the oil and gas sectors (Table 15). During 1977/78, oil
and gas revenues amounted to 71.3.per cent of total revenues, while

1/ A summary of the operations of nonprofit government agencies is
given in Appendix I, Table 44.

2/ See. the section on Money and Banking, Table 20, and Appendix II.
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Table 15. Iran: Government Revenues

(In billions of Iranian rials)

Prelim.
' Actuals Actuals

1977/78
Budget

1973/74 1974/75 1975/76 1976/77 1978/79

Oil and gas revenues— 311.3 1,205.2 1,246.8 1,421.5 1,497.8 1,541.8

Non-oil revenues 153.5 189.2 335.3 414.9 536.5 714.2

Tax revenues 134.5 161.7 278.6 351.1 454.3 623.0
Income taxes 51.5 70.4 150.5 185.5 228.5 270.8
Government corporations (17.1) (28.8) (93.2) (99.4) (107.0) (120.7)
Private corporations (11.7) (16.1) (20.1) (29.5) (53.2) (60.8)
Salaries (10.8) (10.2) " (15.3) (26.3) (39.7) (49.2)
Professions (5.1) (6.6) (9.6) (14.2) (11.2) (18.5)
Real estate

Otheri/
(4.2) (5.9) (9.1) (11.7) (13.3) (16.5)
(2.6) (2.8) (3.2) (4.4) (4.1) (5.1)

Taxes on production and
consumption 19.2 24.1 29.8 35.2 49.0 71.5
Petroleum and fuel tax
OtherJ./

(12.4) (15.0) (17.7) (21.7) (32.0) (50.8)
(6.8) (9.1) (12.1) (13.5) (17.0) (20.7)

Taxes on international trade

and transactions

Import duties-v
60.6 63.1 92.7 122.6 167.4 269.3
(43.1) • (63.1) (92.7) (122.6) (167.4) (269.3)

Private sector [39.6] [57.6] [83.2] [109.8] [152.5] [205.1]
Public sector [3.5] [5.5] [9.5] [12.8] [14.9] [64.2]

Import registration fee
Other taxesJ/

(17.5) (-) (-) (—) (—) (—)
3.2 4.1 5.6 7.8 9.4 11.4

Non-oil nontax revenues 19.0 27.5 56.7 63.8 82.2 91.2
Government monopolies and
affiliates 11.1 13.6 30.8 23.3 34.9 40.5
Services and sale of goods 6.6 8.9 12.3 17.4 20.0 23.6
Income from foreign
investments

— 2.6 11.0 18.2 20.4 21.0
Other revenues

Special revenues-

1.3 2.4 2.6 4.9 6.9 6.1

19.6 24.7 35.5 46.7 66.8 140.0

Total revenues 484.4 1,419.1 1,617.6 1,883.1 2,101.1 2,396.0

Sources: Plan and Budget Organization, and Bank Markazi Iran.

1/ Includes advances from the oil consortium through 1973/74 and both income taxes and
royalty (stated) payments.

|/ Includes taxes on agricultural, interest and various other sources of income.
1/ Includes primarily taxes on alcohol compounds, nonalcoholic beverages, automobiles,

telephones, exit visas and phonograph records.
4/ Includes primarily customs duties and commercial benefit taxes.
5/ Represents mainly stamp duties.
6/ Special revenues are primarily fees and user charges under the control of and ear

marked for particular uses by various ministries and agencies. Expenditures financed by
these revenues usually equal receipts.



1/Table i(,m Iran: Government Expenditures—

(In billions of Iranian rials)

Actuals 1974/ 75 Actuals 1975/76 Actuals 1976/ 77 Prelim.

Current

Actuals

Capital
1977/78
Total

Budftet 1978/79
Current Capital Total Current Capita] Total Current Capital Total Current Capital Total

General services 38.4 51.3 89.7 46.6 77.7 124.3 59.5 77.3 136.8 74.5 71.3 145.8 ««."> 30.9 119.4

Government construction 0.3 45.1 45.4 — 68.6 68.6 — 67.0 67.0 0.1 55.1 55.2 0.1 8.8 8.9
Otheri/ 38.1 6.2 44.3 46.6 9.1 55.7 59.5 10.3 69.8 74.4 16.2 90.6 88.4 22.1 110.5

National defense and

securityAI 372.6
—

372.6 515.3
—

515.3 618.9
—

618.9 617.3 0.1 617.4 775.0 0.2 775.0

Social services 149.1 83.3 232.4 203.6 104.6 308.2 261.1 123.5 384.6 351.7 194.1 545.8 499.1 189.9 689.0

Education 71.5 18.8 90.3 98.8 26.3 125.1 140.2 25.5 165.7 184.2 47.1 231.3 240.2 61.5 301.7

Health and nutrition 34.9 4.8 39.7 46.3 4.9 51.2 50.0 6.1 56.1 65.5 12.0 77.5 77.0 23.6 100.6

Housing — 36.3 • 36.3 0.3 51.8 52.1 0.5 66.8 67.3 0.7 88.7 89.4 0.8 47.7 48.5

Other 42.7 23.4 66.1 58.2 21.6 79.8 70.4 25.1 95.5 101.3 46.3 147.6 181.1 57.1 238.2
i

N3

Economic services 76.8 214.1 290.9 110.7 339.1 449.8 60.7 482.8 543.5 166.7 635.1 801.8 197.9 1,008.0 1 .205.9 1

Agricultural and

natural resources 59.1 30.9 90.0 86.6 36.1 122.7 23.1 34.3 57.4 29.9 45.9 75.8 34.5 71.0 105.5
Water resources 1.9 25.5 27.4 2.6 27.5 30.2 3.1 33.3 36.4 7.3 50.0 57.3 11.8 63.0 74.8
Petroleum, fuel and power 1.5 25.2 26.7 4.3 93.4 97.7 15.3 248.7 264.0 15.2 249.2 264.4 47.1 466.1 513.2

Industry 3.0 63.8 66.8 2.2 85.0 87.2 3.0 70.1 73.1 9.4 122.8 132.2 12.5 125.9 138.4

Transportation and
telecommunications 10.0 52.1 62.1 13.6 76.0 89.6 13.9 82.1 96.0 23.3 146.2 169.5 26.5 252.9 279.4

Other 1.3 16.6 17.9 1.4 21.1 22.5 2.3 14.3 16.6 81.6 21.0 102.6 65.5 29.1 94.6

Unallocable and other

purposes 115.6 — 115.6 88.6 5.4 94.0 93.8 0.5 94.3 180.4 4.2 184.6 190.2 2.6 192.8

Interest on public debt 28.3 — 28.3 33.4 — 33.4 27.0 — 27.0 66.3 — 66.3 85.6 — 85.6
OtherA/ 87.3 — 87.3 55.2 5.4 60.6 66.8 0.5 67.3 114.1 4.2 118.3 104.6 2.6 107.2

Adjustments—
— — — — — — — — — J00.8 54.6 -46.2 ~ — ~

Total 752.5 348.7 1 101.2 964.8 526.8 1,491.6 1,094.0 684.1 1 ,778.1 1,289.8 959.4 2 ,249.2 1,750.7 1,231.6 2 .982.3

Sources: Plan and Budget Organization, T le Budge t 2535; and data provided by the Iranian authorities

1/ Includes special expenditures.

2/ Excludes expenditures for internal order and security.
3/ Excludes defense expenditures financed by external louns but includes the servicing of these loans as well as expenditures for Internal order and

security.
4/ Represents expenditures under "miscellaneous" heading in the budget document.
5/ Data for individual components are based on revised estimates and adjustments ore mode to arrive at preliminary actual current, fixed capital, and

total expenditures.
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During the five-year period 1973/74-1977/78, government expenditures
grew at an average annual rate of about 46 per cent. The sharpest increase
occurred in 1974/75, when total expenditures grew by 157 per cent as the
Government expanded by about the same rate both its current and capital
expenditures. In 1975/76 and 1976/77, the rate of growth of expenditures
tapered off to an annual average rate of about 22 per cent as the Govern
ment adopted a restrained fiscal policy, in view of the inflationary
pressures that had emerged in the economy, and as the rise in development
expenditures was constrained by physical bottlenecks. During 1977/78,
the rate of expansion of expenditures picked up, reaching nearly 30 per
cent. There were essentially two factors behind this increase. First,
the sudden acceleration in the rate of inflation increased operating

costs steeply and necessitated an adjustment of about 25 per cent in the
salaries and fringe benefits of civil servants in mid-1977/78. Partly as
a result, current expenditures rose by 18 per cent and contingent expendi
tures and advance payments by 70 per cent. Second, the alleviation of
the physical bottlenecks allowed a considerable expansion in development
expenditures, which rose by over 40 per cent in 1977/78.

(3) Overall budgetary developments

Although the average rate of growth of expenditures equaled the
rate of growth in revenues during 1973/74-1977/78, the year-to-year growth
rates of expenditures and revenues differed considerably (Table 17).During
1973/74 and 1974/75 expenditures grew at a slower rate than revenues.
Consequently, in 1973/74 the budget deficit was considerably reduced and
in 1974/75 a record surplus of Rls 140 billion was achieved. Starting
in 1975/76, the growth rate of expenditures outstripped the rate of
growth in revenues. Accordingly, the Government's finances were in near
balance in 1975/76, and registered a small deficit in 1976/77. As the
rate of increase of government expenditures accelerated in 1977/78 while
the expansion in revenue was modest, the deficit increased further and

reached the level of Rls 339 billion.

The financing data (Table 17), derived from the monetary accounts
of the banking system and the external sector accounts, do not coincide
with the budgetary data due to differences in timing and accounting
practices, including the Central Government's practice of considering
as expenditures transfers made from one government account to another
government account at the Central Bank. This practice largely explains
the discrepancies between the outcome as indicated by the fiscal accounts
and the financing data. The data for 1977/78 show a considerable narrowing
of the difference between the two sets of accounts both in absolute as

well as in relative terms. The financing data reveal that during the
five-year period ending 1977/78, the Government accumulated net deposits
with the banking system up to 1976/77. In 1977/78, there was a turnaround
as the stagnant oil revenues led the Government to resort to borrowing
from the banking system to finance the deficit; net claims on the Govern
ment increased by Rls 351.4 billion as compared with a net rise in govern
ment deposits of Rls 62.8 billion in the previous year.



Year ended March 20

Revenues

Oil and gas

Non-oil .

Special—

Expenditures

Current expenditures
Ordinary

Special
Development expenditures
Foreign grants

Contingent expenditures
and advance payments

Unfulfilled obligation (-)

Surplus (+) or deficit (-)

Financing items

Domestic financing „ ,
Banking system (net)—
Nonbank sources

External financing

Net borrowing , ,

Acquisition of assets—

Table 17. Iran: Summary of Government Finances
I •

(In billions of Iranian rials)

Prelim.

Act uals Actuals

1977/78

Budget

1973/74 1974/75 1975/76 1976/77 1978/79

484.4 1,419.1 1,617.6 1,883.1 2,101.1 2,396.0
311.3 1,205.2 1,246.8 1,421.5 1,497.8 1,541.8
153.5 189.2 335.3 414.9 536.5 714.2

19.6 24.7 35.5 46.7 66.8 140.0

497.6 1,279.1 1,604.9 1,920.7 2,489.6 2,832.3

316.8 752.5 964.8 1,094.0 1,289.8 1,750.7
(296.2) (727.8) (929.3) (1,047.3) (1,223.0) (1,610.6)
(19.6) (24.7) (35.5) (46.7) (66.8) (140.0)

161.2 348.7 526.8 684.1 959.4 1,231.6-
— 2.3 1.2 3.3 3.2

JL

175.6 112.1 139.3 237.2

-150.0

-13.2 140.0 12.7 -37.6 -388.5 •436.3

-3.5 -302.-, -252.2 -149.4 308.0 436.3

-0.8 -92.1 -71.8 -61.5 368.5 379.8

(-8-0) (-93.7) (-80.3) (-68.2) (351.4) (--)
(7.2) (1.6) (8.5) (6.7) (17.1) (--)
-2.7 -210.2 -180.4 -87.9 -60.5 56.5

(-1.9) (-51.3) (-14.0) (7.8) (13.9) (136.5)

(-0.8) (-158.-9) (-166.4) (-95.7) (-74.4) (-80.0)

Sources: Plan and Budget Organization; Ministry of Economic Affairs and Finance; and Bank Markazi Iran.

1/ Special revenues are primarily fees and user charges under the control of various ministries and agencies
which are earmarked for particular uses. Expenditures financed from the revenues usually equal receipts.

2/ The amount for foreign grants is included in acquisition of assets (Rls 80 million), and is not available
separately.

As recorded in the accounts of the Central Bank nd the commercial and specialized banks.
Includes some net foreign direct investment ana et foreign loans extended. \__y

00
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In terms of external financing, Iran effected net repayments up to end-
1975/76. In 1976/77 and 1977/78, Iran was a net borrower, but the magnitudes
were relatively small. The amounts for acquisition of assets abroad, which
include net foreign direct investment and net foreign loans, have been
rising since 1973/74. The actual amounts disbursed for this purpose
peaked in 1975/76 and were at about half that level in 1977/78.

c. The central government budget for 1978/79

The budget data for 1978/79 project a rise in the deficit to
Rls 436.3 billion (Table 17). Revenues were estimated to increase by
about 14 per cent, led by a projected 13 per cent and a 110 per cent
increase in non-oil and in special revenues, respectively, while oil
revenues were expected to rise by only 3 per cent (Tables 15 and 17).
The increase in non-oil revenues was anticipated to reflect the rise
in nominal income and improved collection methods. The Government is
now using computers to identify companies that had not filed tax returns
and is taking steps to collect tax arrears from these companies. The
projected rise in special revenues reflected mainly the transfer of
some social security receipts to central government agencies. On the
expenditure side, the budget allocated Rls 1,750 billion for current
and Rls 1,232 billion for development expenditures, representing
increases of 36 per cent and 28 per cent, respectively, over the
previous year (Tables 15 and 17). As the budget did not include a
figure for contingent expenditures and advance payments and as it
projected a shortfall of Rls 150 billion, overall expenditures were,
estimated to rise by 14 per cent in 1978/79. The growth in current
expenditures during the first quarter has been limited to 18 per cent
relative to the same quarter of the previous year and it is anticipated
that the same growth rate will be maintained throughout the year.
Capital expenditures, however, are anticipated to approximate budget
allocations as the absorptive capacity of the economy has expanded in
recent years. Capital expenditures are also to be directed to ongoing
projects, aimed at further easing the physical bottlenecks, such as
in electrical power, and at industries the inputs of which are not
subject to physical constraints. Contingent expenditures and advance
payments will be severely restricted. The actual budgetary outcome
for 1978/79 is forecast to involve a somewhat smaller deficit than is
provided for in the original estimates. The financing of the deficit
will, like in 19 77/78, rely heavily on net borrowing from the banking
system. However, as contrasted with previous years, the budget
anticipates a sharp rise in net foreign borrowing. This is expected
to increase from Rls 13.9 billion in 1977/78 to Rls 136.5 billion in
19 78/79. The net acquisition of foreign assets, which includes net
foreign direct investment and net foreign loans extended, is projected
to remain at about the same level as in 1977/78.
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d. Government debt

The total debt of the Central Government remained relatively stable at
around Rls 550 billion during the three-year period 1973/74-1975/76 (Table 18).
In 1976/77 and 1977/78 there were sharp increases of 25 per cent and 40 per
cent, respectively. In the former year this..had resulted entirely from ex
panded internal gross borrowing, while in the_latter year substantial internal
and external gross borrowings had taken place. During 1973/74-1977/78,
internal debt exhibited an upward trend, rising from Rls 280 billion to
Rls 719 billion, while external debt exhibited a downward trend, falling
from Rls 291 billion to Rls 178 billion in 1976/77 but reversed direction
in 1977/78 and increased to Rls 253 billion. The increase in internal
debt was predominantly due to the sale of government bonds with maturities
ranging from two to seven years. Since end-1974/75, no Treasury bills
have been outstanding or issued. The bulk of government bonds is currently
held by the banking system; at end-1977/78, the Central Bank held 20 per
cent and the commercial and specialized banks 68 per cent of government
bonds (Appendix I, Table 45). The large share held by the commercial and
specialized banks mainly reflects the regulations of the Central Bank
requiring the banks to hold a proportion of their assets in government
bonds. The nonbank sector held only 12 per cent of total government
bonds; these were held primarily by government enterprises and agencies.
The interest rate structure of government bonds has remained stable
throughout this period; the rates have been 9.5 per cent on securities
with two years maturity, 10 per cent on securities with five years
maturity, and 10.5 per cent on securities with a seven-year maturity
period. Interest payments on debt increased sharply in 1977/78, rising ")
from Rls 27 billion to Rls 66.3 billion, as a result of the surge in
government debt during 1976/77 and 1977/78.

Table 18. Iran: Government Debt

(In millions of Iranian rials)

Year ended March 20 1973/74 1974/75 1975/76 1976/77 1977/78

Debt outstanding

Internal debt 279.6 305.3 368.4 516.2 719.

Treasury bills ,

Government bonds—

Other!'

External debt

Total debt

__

2.9

184.1 181.9 279.9 395.1 580.7
95.5 120.5 88.5 121.1 133.7

290.7 219.1 188.7 178.1-1 253.0=y
570.3 524.4 557.1 694.3 972.4

Source: Bank Markazi Iran.

1/ Includes net holdings by nonbank public.
2/ Other loans and advances by the banking system.
3/ Preliminary data subject to change.
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e. The public enterprises

The operations of public enterprises have expanded at a rapid pace
in recent years, reflecting the increased availability of financial
resources following the sharp rises in oil prices in 1973 and 1974. The
operating surpluses were substantial, rising from Rls 160 billion in
1973/74 to Rls 418 billion in 1976/77 (Table 19). During this period,
almost all of the operating surpluses were transferred to the Central
Government as its profit share. In turn, the Central Government provided
grants for capital formation which covered a high proportion of capital
formation. Throughout this period, the overall outcome of the operations
of public enterprises was in near balance and, as a result, the level of
domestic and foreign financing was relatively small." In 1976/77, total
financing amounted to about 1 per cent of total revenues and grants.

Actual data for 1977/78 are not available. However, the budgetary
projections indicated a continued fast expansion in both the revenues
and expenditures of public enterprises accompanied by a decline in
the operating surplus. During 1977/78, the net change in claims of the
banking system on public enterprises declined substantially, reflecting
mainly large transfers from the Government. The budget figures showed
that Rls 539 billion would be received as grants from the Government
during 1977/78 as compared with Rls 220.3 billion in 1976/77. The
budget also indicated a substantial increase in foreign borrowing.
The budgetary estimates for 1978/79 project a continuation of these
trends for revenues and expenditures which are projected to rise,
respectively,by nearly 38 per cent and 34 per cent over the 1977/78
budget levels. The operating surplus is projected to increase substan
tially and the overall deficit to decline marginally to Rls 120 billion.
This is to be financed by recourse to foreign borrowing.

2. Money and banking

a. Introduction

The banking system in Iran comprises the Central Bank, 26 commercial
banks, 7 specialized banks, and 3 regional development banks. The assets
of the banking system have expanded at a fast pace in recent years; during
1973/74-1977/78, they grew at an average annual rate of 46 per cent.
This growth was shared almost equally by the Central Bank, the commercial
banks, and the specialized banks. At end~1977/78, the Central Bank
accounted for 36.9 per cent of the assets of the banking system, the
commercial banks for 49.2 per cent, the specialized banks for 13.8 per
cent, and the regional development banks for 0.1 per cent.

The Central Bank of Iran was established in 1961, in accordance

with the Monetary and Banking fyaw of 1960, with all the usual central
banking functions. The Law was revised in 1972, expanding the Central
Bank's powers to supervise and regulate the banking system. The Central
Bank is, among other things, empowered to license, audit, and supervise
.the operations of all banks, to determine interest rates on deposits and
loans, to set legal reserve requirements, to impose credit ceilings on
banks, and to regulate the sectoral distribution of credit.
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Table 19. Iran: Operations of Government Companies and Nonfinancial Public Enterprise

(In billions of Iranian rials)

,1/

Year ended March 20
Actuals

1973/74 1974/75 1975/76 1976/77 1977/78
Budget

1978/79

Revenue and

1. Current revenue

a. Operating revenue
b. Other receipts!/

2. Capital revenue!/
3. Grants

a. Government current allocation
b. Government capital allocation

II. Expenditure

1. Current expenditure
a. Operating expenditure
b. Less: depreciation reserves
c. Other expenditure

Taxes!/
Dividends

Government profit share-
Other

2. Capital expenditure

grants

III. Operating surplus (I.l.a-II.l.a-f
Il.l.b)

IV. Current account surplus (1.1-11.1)

V. Total surplus or deficit (-)
(1-11)2/

VI. Financing

1. Domestic sources

a. Domestic borrowing (net)
Utilization

Repayment ,
b. Current assets (net)—

Utilization
Increase

2. Foreign sources
a. Borrowing
b. Repayment

3. Discrepancy

341.0

276.9

261.3

15.6

64~
4.0

60.1

1,254.7 1,624.0
1,139.6 1,380.5
1,128.5 1,365.6

11.1 14.9

115.1

15.

99.

243.5

30.9

212.6

2,021.8
1,780.8
1,649.6

131.2

24lT7j
20.

220.

305.3 1,242.6 1,643.4
206.3 1,085.6 1,371.3

2,045.5
1,583.5

263.0

-31.7

1,352.2
(42.8)
(4.1)

(1,300.1)
(5.2)

462.0

120.2

-19.2

105.3

(12.7)
(3.8)

(85.9)
(2.9)
99.0

160.3

70.6

35 7

-35 7

-38 1

-2.8

(5.5)
(-8.3)
-35.3

(3.7)
(-39.0)

2.5

5.1

-2.6

-0.1

207.2

-23.9

902.3

(43.6)
(8.3)

(845.7)
(4.7)

157.0

320.0

-27.7

1,079.0
(41.4)
(8.7)

(1,023.6)
(5.3)

272.1

945.2 1,073.3 1,418.3

54.0 9.2 197.3

12.1

-12.1

-16.2

1.0

(10.5)
(-9.5)
-17.2

(27.4)
(-44.6)

4.1

9.6

-5.5
0.0

-19.4

19.4

4.5

6.0

(18.6)
(-12.6)

-1.5

(52.5)
(-54.0)

16.5

19.6

-3.1

-1.6

-23.7

23.7

-20.2

37.4

(53.1)
(-15.7)
-57.6

(8.8)
(-66.4)

44.1

47.9

-3.8

-0.2

2,326.9
1,736.1
1,632.0

44.1

590.8

51.6

539.2

2,474.1
1,618.4

694.9

-44.3

967.8

(45.3)
(2.0)

(914.9)
(5.6)

855.7

1,041.4

117.7

-147.2

147.2

49.8

54.2

(90.5)
(-36.3)

-4.4

(40.5)
(-44.9)

97.2

103.3

-6.1

0.2

3,203.0
3,351.1

3,314.5
36.6

8517?
150.6

701.3

3,322.8
2,264.8

815.0

-80.8

1,530.0
(61.3)
(2.9)

(1,457.8)
(8.0)

1,058.6

2,580.0

1,086.9

-119.8

119.8

-0.6

16.1

(51.3)
(-35.2)
-16.7

(19.3).

(-36.0)
120.4

130.5

-10.1

0.0

Sources: Plan and Budget Organization and Bank Markazi Iran.

1/ Excludes the operations of the Central Bank of Iran, National Bank of Iran, Laborers' Welfare Bank,
Insurance Bank of Iran, Industrial Credit Bank, Agricultural Cooperative Bank and the Iran Insurance Company.

II Data on sales of capital assets and other capital receipts are assumed to be included in "Other Receipts."
il Data by type of tax or taxing authority are not available" '

rr£, C°n"iShtS ^inar"X •< royalties, balancing margins, and bonus payments made to the National Iranian Oil
Svernment" ' dedUCti°n °" ***' "^ '« *" C°m^'S —eS' are transferred to the Central
ll Ll^lrbTenti^inomeslic.3117 *"*** *" ^^^ "e incl^d « «—*»* «*r "Current Assets.'
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private sector may be expanding, the overall monetary impact of private
sector operations may be contractionary if the balance of payments deficit
of the private sector is sufficiently large to offset the increase in
private sector credit. During 1973/74-1977/78, monetary developments in
Iran reflected in the main the expanded level of net domestic expenditures.
Throughout this period, the net domestic expenditures of the public sector
exhibited a strong upward trend contributing to the expansion in domestic
liquidity while the private sector had an increasingly contractionary
impact. The policies of the Central Bank during this period have aimed
at constraining the growth in private sector credit in an attempt to
restrain the growth in domestic liquidity.

In 1974/75 the rate of growth of domestic liquidity peaked at 57 per
cent, reflecting a more than doubling in the net domestic expenditures
of the public sector.i' The monetary impact of the private sector's
operations was contractionary to a minor degree as the balance of payments
deficit of the private sector, which tripled, barely offset the expansion
in private sector credit. At the beginning of 1974, the Central Bank had
taken measures to constrain the growth in private sector credit. Tne
Central Bank set credit ceilings instructing each commercial bank to
limit its private sector lending to 30 per cent above the end-1973/74
level, revised the import deposit structure, and imposed a 15 per cent
reserve requirement for commercial bank net short-term foreign liabilities
in order to discourage external borrowing by commercial banks. However,
by the start of the fourth quarter, a shortage of commercial bank liquidity
emerged, constraining the banks' ability to finance Iran's expanded import
requirements. Consequently, the Central Bank eased monetary policy^ the
legal reserve requirements were lowered to 25 per cent for demand deposits
and to 12 per cent for time and savings deposits. In addition, government
bond purchase requirements, which had been introduced in 1972, were reduced,
This easing in monetary policy toward the end of the year allowed for the
acceleration in the rate of growth of credit to the private sector to
43 per cent.

During 1975/76, the rate of increase in public net domestic expendi
tures started to level off while the net injection of liquidity due to
private sector operations became increasingly contractionary. As a result,
the rate of growth in domestic liquidity decelerated to 47 per cent.
Within the private sector, it was the sharp increase in its balance of
payments deficit that offset the record 55 per cent rise in credit to the
private sector. This rise occurred in spite of the measures taken by the
Central Bank during 1975/76 in efforts to stem the acute inflationary
pressures that had emerged. Government bond purchase requirements for

time and savings deposits were raised from 30 per cent to 45. per cent cf
the increase in these deposits until a ratio of 40 per cent, instead of
30 per cent, was reached. This was coupled with the requirement that
45 per cent of the increase in time and savings deposits was to be held
in government securities of up to two years' maturity.

1/ In this section, net domestic expenditures are adjusted to include
public sector import deposits and, as such, represent the net injection

of liquidity due to public sector operations. See Appendix II.



Table 20. Iran: Factors Affecting Changes in Money and
Quasi-Money—Alternative Presentation

(In billions of Iranian rials)

Year ended March 20 1973/7*+ 197*4/75 1975/76 1976/77 1977/78

A.

B.

Changes in money and quasi-money

Public sector net domestic expenditures,—/ of which:
Public sector balance of payments (surplus)
Change in claims on public sector
Change in public sector import deposits

Monetary impact of private sector
Private sector balance of payments (deficit -)£/
Change in claims on private sector

Changes in net unclassified bank liabilities
Tin •=wcrease

yE. Discrepancy—'

ll6.lt

213-8

(223-9)
(-0.7)

(-16.6)

-138.9
129-5

29*1.3

501.2

(65*+.0)
(-26.8)

(-127.6)

-91.0

-301. It

210.1+

-*47-5 -113.0

-140.5 -2.9

335.3

59*+.2
(M35.8)
(Ul.2)
(58.7)

M.8.0

810.3
(799.**)
(19.7)

(-15.5)

-151-8 -21*4.2

-539.7 -638.3
387.9 *42*4.1

503.5

1,017-8
(828.0)
(227.1)
(-5*4.*4)

-307-5
-659.7
352.2

-102.5 -8I4.9 -1*40.9

-*4.8 -63.2 -65.9

Source: Bank Markazi Iran and staff calculations.

1/ Derived as the sum of public sector net foreign exchange receipts, as recorded in the Foreign Exchange
Receipts and Payments Statement (Table 22) and the increases in net bank claims on the public sector (including
public sector import deposits) and nonbank holdings of government bonds. Data in U.S. dollars S the Foreign
Exchange Receipts and Payments table were converted into Iranian rials at the average daily selling spcTrates
for foreign exchange receipts and average daily purchasing spot rates for foreign exchange payments

£_/ Includes errors and omissions.

2/ Excludes public sector import deposits.
kf Discrepancy between changes in money and quasi-money as presented in the aggregate balance sheets of the

banking system (line A) and as derived from lines B, Cand D. The discrepancy arises from difference! in
accounting definitions and practices in the monetary and foreign exchange receipts and payments accounts.
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Legal reserve" requirements for'time and savings deposits were raised to
15 per cent and for commercial bank short-term foreign liabilities to
30 per cent. In addition, a ceiling for private sector credit expansion
by commercial banks was set at 40 per cent above the end-1974/75 level,
but its application was eased during the year.

During 1976/77, the rate of growth of domestic liquidity slowed down
to about 39 per cent reflecting the strong contractionary impact of the
private sector which offset in part the sharp rise in public net domestic
expenditures. The contractionary impact of the private sector resulted
from the rise in its balance of payments deficit made possible in part
by the easing of physical constraints. Furthermore, the rate of expansion
of private sector credit dropped to 39 per cent. This was achieved mainly
through the use of credit controls. For 1976/77, the Central Bank set
credit ceilings of 25 per cent on private sector commercial bank credit
above the end-1975/76 level, although in the course of the year it granted
approval to certain banks to increase private credit by 30 per cent. The
credit ceilings for specialized banks were set at 42 per cent above the
end-1975/76 level. In addition, in November 1976 the rediscount rate was
increased to 9 per cent from 7 per cent for industrial and agricultural
papers and from 8 per cent for other papers.

The Central Bank continued its efforts to achieve a slowdown in the

growth of credit to the private sector in 1977/78 and the Government
adopted a more restrained fiscal policy with a view to reducing further
the demand pressures in the economy at a time when price controls started
to be relaxed. The Central Bank set for 1977/78 credit ceilings for
commercial banks at 20 per cent and for specialized banks at 35 per cent
above the end-1976/77 levels. This measure was accompanied by an increase
in the rediscount rate to 10 per cent, a one percentage point increase in
interest rates on loans, and a one percentage point increase in interest
rates on time and savings deposits. Credit expansion to the private
sector was limited to 23 per cent during 1977/78 as compared with 39 per"
cent a year earlier. While credit to the private sector from the
specialized banks exceeded the ceiling, commercial bank credit, which
increased by only 18 per cent, did not reach the ceiling. For commercial
banks, there were factors operating on both the supply and demand sides.
On the supply side, the commercial banks adopted a cautious stance in
lending mainly due to the uncertainty with regard to real estate prospects.
On the demand side, the slowdown in the economic activity of the non-oil
sector as well as the decline in real estate speculation tended to
dampen the demand for loans. This contrasted with the performance of
specialized banks as their concentration on financing long-term invest
ment led to a surge in the demand for their loans toward the last
quarter of the year reflecting the pickup in economic activity. The
lower rate of expansion in private sector credit for the year as a whole
was coupled with a small increase in the balance of payments of the
private sector. As a result, the contractionary impact of the private
sector increased to Rls 308 billion.as compared with Rls 214 billion
in the previous year. This was coupled with a slowdown in the rate of
increase of the net domestic expenditures of the public sector to 26 per
cent from 36 per cent a year earlier. As a result, the rate of growth
of domestic liquidity dropped to 32 per cent.
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The slowdown, in the rate of monetary expansion reflected developments
during the first three quarters of 1977/78. Money and quasi-money grew by
14 per cent in the first three quarters as compared with 25 per cent in
the same period of the previous year. However, mainly as a result of
economic activity in the last quarter of 1977/78, which led to a sharp
rise in specialized banks' private sector credit, domestic liquidity
expanded by nearly 16 per cent in that quarter as compared with about
11 per cent in the same quarter of the previous year. The Central Bank
is continuing to pursue a tight credit policy in 1978/79 relying in the
main on quantitative credit controls. A ceiling on commercial bank
private sector lending for 1978/79 has been set at 20 per cent above the
end-1977/78 level and for specialized banks at 25 per cent.

For the period 1973/74-1977/78 as a whole, the expansion in domestic
liquidity exceeded substantially the rate of growth of real non-oil GDP.
Real non-oil GDP grew at an average annual rate of about 13 per cent while
the annual growth rate of domestic liquidity averaged about 40 per cent
per year. This contributed materially to the average increase in the
non-oil GDP deflator of almost 17 per cent per year. Statistical analysis
suggests that the liquidity created during this five-year period has been
substantially absorbed.

c. Distribution of credit

The share of credit by the banking system for the agricultural,
industrial, and construction sectors has evidenced a rising trend during
1973/74-1977/78 (Table 21), rising from 39.1 per cent to 51.2 per cent.
Each of these sectors has also witnessed a rise in its share. The share

of credit to the agricultural sector rose from 7.7 per cent to 9.7 per
cent, to the industrial sector from 18.7 per cent to 24.9 per cent,and to
the construction sector from 12.7 per cent to 16.6 per cent. This
relative increase in credit for productive activities reflects in part
faster expansion in the activities of specialized banks than those of
the commercial banks. Credit extended by the specialized banks grew by
nearly 50 per cent per year during this five-year period (Appendix I,
Table 53) as compared with an average annual growth rate of about
35 per cent in private sector credit extended by the commercial banks.
Credit to the industrial sector led the growth in credit, growing at
an average annual rate of nearly 48 per cent. It was follwed by the
growth in credit to construction, which averaged 46 per cent per year,
while credit to the agricultural sector grew by about 43 per cent per
year. Credit for domestic trade, exports, imports, and other activities
grew at slower rates.
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Table 21. Iran: Distribution of Credit to the Private Sector—

(In billions of Iranian rials)

Year ended March 20 1973/74 1974/75 1975/76 1976/77 1977/78

Domestic trade

Exports

Imports

Agriculture

Industry

Construction

Other

Total

Source: Bank Markazi Iran,

139.7 173.8 271.0 361.2 45 7.1

23.2 22.3 38.0 22.2 36.2

57.8 112.0 136.8 166.7 166.7

37.3 62.6 94.0 131.1 175.1

90.8 144.1 190.3 368.9 449.4

61.7 85.4 147.8 237.8 299.9

76.2 91.7 190.6 176.9 220.6

486.7 691.9 1,068.5 1,464.8 1,805.0

1/ Credits to the private sector by the commercial and specialized banks.
The data include bills of exchange and exclude domestic investments and
undertakings of the banks.

d. The capital market

The Tehran Stock Exchange was established in 1968. The exchange
deals in corporate equities and government and municipal bonds. Since
its inception, the growth of the Stock Exchange has been constrained
by a lack of interest on the part of the public in the acquisition of
financial assets and the small number of financial instruments available
in the market. There are over 80 companies listed in the Exchange and,
while transactions in government bonds account for nearly 50 per cent
of the total Stock Exchange transactions, most of these bonds are held
by the banking system as part of their reserve requirements on time and
savings deposits.
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The Government has in recent years taken various measures that will
contribute to the development of the domestic capital market. First,
there is the industrial share redistribution program instituted in 1975,
which is expected to have a substantial impact on the growth of the stock
market over the long run as one requirement of the program is that
participating firms list their shares on the Stock Exchange. Second,
the Government participated in the establishment of the National Invest
ment Company of Iran'(NICI) in 1976, a private mutual fund providing
financial services such as portfolio management, security analysis, and
financial consulting. NICI's shares are listed on the Stock Exchange.
Third, the Central Bank encouraged in 1976 the commercial and specialized
banks in Iran to participate in the establishment of the Iranian Banks'
Investment Company (IBIC) and the Iranian Banks' Construction Investment
Company (IBCIC), each capitalized at Rls 1.5 billion. Two thirds of the
initial capital of each company has been subscribed by the founding banks,
while the residual shares are being sold to the general public; the
founding banks have purchased shares in these new companies equivalent
in value to 1-2 per cent of their reserves with the Central Bank. The
objective of the companies is to facilitate the channeling of some
financial resources of the commercial banks into long-term lending for
industrial, agricultural and construction purposes. Both IBIC and IBCIC
are permitted by their articles of incorporation to borrow from the
banking system and to float bonds in the domestic capital market in
order to supplement their financial resources. Fourth, the Government
in July 1976 altered the Revised Trade Law to permit interest on all
corporate bonds issued by public joint stock companies listed on the
Stock Exchange to be received tax free.

\
t

J
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III. The External Sector

1. Balance of payments—

a. Overall balance of payments developments

During 1973/74-1977/78 Iran's balance of payments performance has
been characterized by a surge in oil exports, sharply increasing imports
of goods and services, and stagnating non-oil exports. Nonmonetary
capital outflows, which increased sharply during 1974/75 and 1975/76,
declined in 1976/77. A net capital inflow was recorded in 1977/78.

After registering a record overall surplus of over SDR 4 billion in
1974/75 on account of a 270 per cent increase in oil prices, Iran regis
tered an overall deficit of about SDR 830 million in 1975/76 (Table 22).
This turnabout was caused primarily by a 53 per cent increase in import
payments, while receipts from the oil sector remained relatively stable
as prices rose only marginally and the volume of oil exported declined
slightly. Net service payments also rose sharply. Consequently, the
current account surplus declined from SDR 7.0 billion in 1974/75 to
SDR 2.5 billion in 1975/76. At the same time, net capital outflows
rose by 60 per cent in response to a doubling of disbursements of loans
and investments abroad on the basis of commitments made during the
previous year.

In 1976/77 receipts from the oil sector rose by 13 per cent,
reflecting mainly the increase in oil prices. Import payments, on the
other hand, grew by only 4 per cent, mainly due to transportation
bottlenecks. As a result, even though non-oil exports increased only
marginally and net service payments continued to expand rapidly, the
current account surplus increased by 48 per cent to SDR 3.6 billion.
This was accompanied by a decline of 40 per cent in net capital outflows,
reflecting lower levels of foreign lending and investments. Iran's loans
and investments abroad were curtailed by 24 per cent, while at the same
time drawings on foreign lines of credit were doubled. Iran also received
repayments of its loans abroad, amounting to about SDR 450 million.
Reflecting these factors, Iran's balance of payments registered a surplus
of over SDR 2.7 billion in contrast to a deficit in the previous year.

1/ The principal statistics relating to developments in the external
sector are the statement on foreign exchange receipts and payments
(Table 22) and the balance of payments (Appendix I, Table 57). The
discussion in this section is based on the foreign exchange receipts
and payments statement which is believed to be more current and accurate
than the balance of payments statement. Apart from differences in
coverage and timing, the main difference between the two statements is
that the former treats the foreign-owned oil companies as nonresident,
while the latter treats these companies as resident. Moreover, oil
exports are valued at posted prices or official sales prices in the
balance of payments rather than at actual market prices. >
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Table 22. Iran: Summary of Foreign Exchange Receipts and Payments
1/(In millions of SDRs)

Year Ended March 20 1973/74 1974/75 1975/76 1976/77 1977/78

A. Receipts from oil
exportsTf

B« Other goods and services
Exports
Imports .

Private sector-

Public sector

Services (net)

of which: interest payments

C Total (A + B)

D. Nonmonetary capital
Official loans and credits (net)

Drawings
Loans principals received
back

Repayments
Loans and investments

Private capital (net)

E. Errors and omissionsj/

F. Overall balance

6/G. Monetary movements (increase -V6-
Foreign exchange holdings
Bank Markazi long-term loans
IMF account
Use of SDRs

Other

Source: Bank Markazi Iran.

4,027

-3,735
526

-4,119
(-2,248)
(-1,871)

-142

(-189)

292

767

625

(1,074)

(-)
(-448)

(-1)
142

-520

539

-539

-436

-100

-3

15,302

-8,256
573

-8,793
(-4,156)
(-4,637)

-36

(-274)

7,046

-1,636

-1,821
(212)

(-)
(-1,085)

(-948)
185

-996

4,414

-4,414
-3,378

-44?-/
-8

•5838/

-13,321

543

-13,410
(-6,374)
(-7,036)

-454

(-260)

.2,450

-2,608

-2,410
(251)

(-)
(-609)

(-2,052)
-198

-672

-830

17,806

-14,179
569

-13,958
(-6,873)
(-7,085)

-790

(-261)

3,627

-1,552

-1,238

(487)

(449)
(-618)

(-1,556)
-314

688

2,763

830

1,648

"7/
-540-

-io9/
-268-

830 -2,763
-2,758

17,557

-16,356
666

-15,214
(-7,240)
(-7,974)
-1,808
(-313)

1,201

851

589

(1,486)

(467)
(-577)
(-787)

262

-104

1,948

-1,948
-2,040

-7

99

1/ U.S. dollars, converted as follows, SDR 1.00: for 1973/74 = US$1.20635; for 1974/75
S 81037 ?6 "US$1'196-59; forl976/77 =US$1,15061; and for 1977/78 -
riL™01^ rlal>urchases fron> the Iranian Oil Service Company and the Joint Venture
Company which are incorporated in services (net)

waFdue^igTV^s/6"^ "^ ^^ mmi°n ^ f°reign 0Wned 0l1 coraPanies whi^
4/ Includes imports of nonmonetary gold.

JJ Includes discrepancies between" the balance of payments outcome and changes in the
net foreign assets of the banking system arising out of the use of differenfrates to
convert monetary data from rials to SDRs. Also includes nonrecurrent transfers.
6/ Excluding changes in the net foreign assets of the specialized banks.
JJ Contributions to the Fund's oil facilities

SolVr1???"* SDR 5*7'? railli°n deP°Slt Wlth the Bank for International Settlements,m>k *i.i million in foreign government securities, and SDR 288.7 million of the IBRD
bonds.

9/ Net investments in new foreign government securities.

")



i

- 43 -

In 1977/78 the balance of payments registered an overall surplus of
SDR 1.9 billion, about 30 per cent lower than in the previous year.
This was due to a steep decline in the current account surplus, which
resulted from a 9 per cent increase in imports, while receipts from the
oil sector stagnated, coupled with a 130 per cent rise in net service
payments. The decline in the current account surplus was somewhat
cushioned by a reversal in the capital account which, after having
experienced large net outflows in the previous three years registered
a surplus of SDR 851 million in 1977/78. The turnaround on the caoital
account was caused by a 50 per cent decline in Iran's lending and "invest
ments abroad and a more than tripling of drawings on foreign loans.
For the first time in several years, private capital also registered a
net inflow.

b. Imports

Iran's imports during 1973/74-1977/78 have grown at a fast rat-, re
flecting the growth of domestic demand generated by increased income and
the relaxation of import controls including the reduction in commercial
benefit taxes.-' Imports grew at an average annual rate of 81 per cent
during the three-year period, 1973/74-1975/76. The growth of imports
slowed down to less than 10 per cent in 1976/77 (Table 23) due to trans
portation bottlenecks. As these bottlenecks were largely eased by end-
1976/77, imports rose by 14 per cent in 1977/78 on the basis of orelim!-
nary data, even though there was a slackening in the pace of economic
fo^T^r7' SlnCe the import Price index increased significantly only In
19/4/75, the increase in the value of imports during the last five years
has been mainly because of a higher volume of imports. While imports
of both the public and private sectors increased rapidly, the share of
the public sector in total imports increased sharply in 1974/75 to
53 per cent, from 45 per cent in the previous year on account of expanded
state trading operations and higher defense-related imports. Durir- the
following three-year period, 1975/76-1977/78, the share of public sector
imports averaged 52 per cent of the total.

Commodity composition of nondefense imports, which had remained broadlv
unchanged up to 1974/75, underwent a change starting 1975/76 when the shares
of consumer and capital goods increased from 15 oer cent and 20 per cent to
17 per cent and 30 per cent, respectively. The share of intermediate goods
declined from around 65 per cent to 53 per cent (Table 23, and Appendix I
Table 58). In 1977/78 the share_of consumer goods further increased to
19 per cent, while the share of capital goods declined to 28 per cent.
The increase in the imports of consumer goods was mainly due to the
increased imports of food products, including beverages, which -ose to
14 per cent of the total imports in 1977/78, from 9 per cent in 1973/74.

1/ S&e the next section on the Exchange and Trade System in Iran lor
details of import controls.
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Table 23. Iran: Imports and Import Payments

(In millions of SDRs)—

Year ended March 20

Import;
.2/

Consumer goods
Intermediate goods
Capital goods

Balance of payments
adjustment^'

4/
Total imports-

Import payment
5/

Private sector

Public sector

Nonmonetary gold

Source: Bank Markazi Iran.

Prelim.

1973/74 1974/75 1975/76 1976/77 1977/78

3,098

462

1,885

751

871

3,969

4,119

2,246

1,871

2

5,464

839

3,525
1,100

2,218

7,682

8,793

4,147
4,637

9

9,774 10,922 12,325

1,667

5,192

2,915

3,065

12,839

13,410

6,272

7,036

102

1,876
5,806
3,240

3,111

14,033

13,958

6,647

7,085
226

2,342

6,569
3,414

3,615

15,940

15,214

7,189
7,861
164

1/ See Table 22, footnote 1.
If Imports according to customs returns and including oil sector imports.
3_/ Mainly addition of military and other imports not reported in trade

returns.

4/ Imports according to the balance of payments. (Total imports under A
and B in Appendix I, Table 57.)

5/ Based on the foreign exchange receipts and payments statement and
including imports financed by foreign loans.
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The growth in capital goods imports was generated by higher Imports of
transportation equipment, machinery, and tools, whose share in total
imports rose from an average of 35 per cent in 1973/74-1974/75 to 44 per
cent during the next three years. This was primarily a reflection of
the growth of the domestic manufacturing sector. The decline in the
share of intermediate goods imported resulted from the stepped-up import
substitution which led to a slowdown in the imports of chemical products,
paper, semifinished textiles, and metals. Their share fell from 43 per
cent in 1973/74-1974/75 to an average of 37 per cent during the next
three years.

c. Exports

The non-oil export receipts (including gas exports) which grew at an
average annual rate of 3 per cent during the four-year period, 1973/74-
1976/77, rose by about 17 per cent in 1977/78 on account of higher exports
of traditional goods (Table 22). In view of the fact that world prices
of Iran's non-oil exports grew considerably during the last five years,
the slow growth in their value reflected a decline in the volume exported.
This was caused mainly by higher domestic demand. The share of these
exports in total export receipts has remained more or less unchanged at
about 3 per cent during the last four years. The authorities have
recently introduced various measures to promote non-oil exports. These
include subsidized provision of credit and port facilities, lower freight
rates, and customs duties refunds .A'

Excluding gas exports, whose share in non-oil export receipts has
increased from 14 per cent in 1973/74 to 24 per cent in 1977/78, the
structure of the other non-oil exports, which comprises traditional and
agricultural goods', minerals, and industrial products, has remained
more or less unchanged during the last four years. These exports
declined in value from SDR 526 million in 1973/74 to SDR 469 million
in 1976/77 before rising by 21 per cent to SDR 567 million in 1977/78
(Table 24). This increase took place despite an 11 per cent decline
in the exports of industrial products and was due mainly to much faster
increases in the exports of agricultural goods and minerals which
constitute about 75 per cent of the other non-oil exports.

d. Direction of trade

Iran's direction of trade has remained more or less unchanged over
the last five years. The share of the European Economic Community
countries in Iran's imports, which stood at 43 per cent in 1973/74,
declined slightly over the next two years, before rising to an average
of 42 per cent during 1976/77 and 1977/78 (Appendix I, Table 59).

1/ For details, see the next section on the Exchange and Trade System.



Table 24. Iran:

- 46 -

1/Commodity Composition.of Non-Oil Exports—'

2/
(In millions of SDRs)-

Year Ended March 20 1973/74 1974/75 1975/76 1976/77

Traditional and agricultural goods
Carpets
Cotton

Fresh and dried fruits
Skin and leather
Caviar

Casings

Gum tragacanth
Cumin seed

Other

Mineral and metal ores

New industrial products
Detergents and soap
Glycerine and chemicals
Shoes

Vegetable shortening
Ready-made clothes, knitwear and

textiles

Cement, building stones and mosaic
Motor vehicles
Other

4/Total-t'

419

90

124

78

24

7

7

8

3

78

20

87

5

13

9

5

24

6

10

15

526

Source: Bank Markazi Iran.

1/ Exports according to customs returns.
If See Table 22, footnote 1.
3/ Including unclassified exports.
4/ Excluding exports of gas.

318

98

71

59

23

6

7

5

5

44

27

135

10"
18

6

3

37

3

18

40

480

346

88

•114

62

24

6

10

4

4

34

27

122

18

16

8

24

2

24

30

495

328

82

106

61

28

9

3

5

33

9

132

17

27

5

23

in
469

Prelim.

1977/78

401

77

91

113

35

8

10

3

7

57

49

117

16

25

10

27

2

15.

Ill'

567

J
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The share of the United States, on the other hand, rose from 13 per cent
in 1973/74 to 20 per cent during 1974/75-1975/76, before declining to
16 per cent during the next two years. Japan, the third main supplier of
Iran's imports, increased its share from 15 per cent in 1973/74 to 17 per
cent in 1976/77, before declining to 15 per cent in 1977/78. Other important
suppliers.,included Switzerland, the U.S.S.R., Australia, and India, which
together accounted for 8 per cent of total imports in 1977/78.

During the five-year period, 1973/74-1977/78, the two most important
destinations of Iran's non-oil exports were the U.S.S.R. and' the Federal
Republic of Germany, which absorbed on average 16 per cent each of such
exports, followed by the United States which accounted for about 9 per
cent (Appendix I, Table 60). Iran's bilateral trade partners, which
included seven CMEA countries and the People's Republic of China,
continued to account for the largest, though declining, share of Iran's
exports; their share declined from the all-time high of -33 per cent in
1975/76 to 22 per cent in 1977/78. On the other hand, the share of
other neighboring Middle Eastern countries has grown to 14 per cent in
1977/78 from 6 per cent in 1973/74.

e. Capital movements

In response to the expanded current account surpluses due to expanded
oil export receipts, Iran significantly enlarged its loans, investments,
and grants program in 1974/75 when it increased disbursements under this
program by almost SDR 1 billion, of which SDR 835 million was for loans
and grants (Table 22). These disbursements more than doubled in 1975/76.
Thereafter, in view of the reduced current account"surpluses, the dis
bursements were rolled back, and in 1976/77 they were 24 per cent less
than in the previous year. They declined by another 49 per cent to
SDR 787 million in 1977/78.

The increase in current account surpluses also resulted in a revision

of Iran's external debt policy. In view of larger current receipts,
drawings on existing loans were drastically cut, and repayment of existing
outstanding debt was accelerated. Drawings in 1974/75 were reduced to
20 per cent of their level in the previous year, while repayments were
raised by 142 per cent, thus reducing the outstanding public external
debt by 25 per cent in that year (Table 25). This policy was pursued
until 1977/78 when a slowdown in the current account receipts and the
need for additional developmental expenditures necessitated recourse
to foreign borrowing. Consequently, drawings on foreign loans increased
threefold in 1977/78 to almost SDR 1.5 billion, thus reversing the
capital outflows of the previous three years to net inflows. The total
outstanding public external debt therefore increased to over SDR 3 billion.
In view of the expanded current receipts, the debt service ratio has
been declining and stood at 3 per cent in 1977/78, compared to 12 per
cent in 1973/74.
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1/
Table 25. Iran: Drawings and Servicing of Public Sector External Debt—

2/
(In millions of SDRs)-

Year Ended March 20

A. Disbursements

B. Repayments

C. Net inflow (A-B)

D. Outstanding debt at the
end of the year —

E. Interest payment

F. Debt service (B+E)

4/
G. Debt service ratio-

1973/74 1974/75 1975/76 1976/77 1977/78

1,074 212 251 487 1,486

448 1,085 609 618 576

626 -873 • -358 -131 910

3,526 2,653 2,295 2,164 3,074

167 218 205 171 176

615 1,303 814 . 789 752

(12) (7) (4) (3) (3)

Sources: Bank Markazi Iran and Budget Organization.

1/ External debt with maturity of over one year, including debt with repayment
in foreign exchange and in goods,, but excluding debt with repayment ia local
currency. Central Bank borrowing is not included.

If See Table 22, footnote 1.
3/ These data, which include most debt operations of the Ministry of War,

differ slightly from data on outstanding debt from other sources due to
differences in coverage.

4/ Debt service payments as proportion of the total gross current receipts
of foreign exchange-
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Data on external public debt by creditors and maturity structure are
available only for debt guaranteed or contracted by the Ministry of
Economic Affairs and Finance and exclude borrowing by the Ministry of
War. Available information indicates that at March 20, 1978 the U.S.S.R.
was the largest creditor of Iran, providing 20 per cent of the total
disbursed debt, followed by the United States which accounted for 15 per
cent (Appendix I, Table 61). Other important creditors included the
Federal Republic of Germany (12 per cent of total), France and the IBRD
(9 per cent each), and the United Kingdom (4 per cent). The maturity
structure, which had started shifting away from long-term to short- and
medium-term loans in 1974/75, continued on the same trend. As of March 20,
1978 almost 18 per cent of the disbursed debt had a maturity period of
more than one and up to five years, compared with 10 per cent at end-
1976/77, and 84 per cent of outstanding disbursed debt had maturities
up to 15 years (Appendix I, Table 62).

f. International reserves

Total net foreign assets rose sharply during the five-year period,
1973/74-1977/78 and stood at about SDR 10 billion at the end of 1977/78
(Table 26). The gross reserves of the monetary authorities, including
lending to the Oil Facility, during this period rose at an annual average
rate of about 80 per cent to almost SDR 10 billion or the equivalent of
seven months of current payments of 1977/78. Foreign liabilities of the
monetary authorities, including the net debtor position under bilateral
payments arrangements, continue to be small. The net foreign liabilities
of both commercial banks and specialized banks, which had grown rapidly
through 1975/76, declined sharply in the following two years and stood
at SDR 60 million and SDR 119 million, respectively, in 1977/78.

2. Exchange and trade system

Iran's regulations governing current payments are liberal. Consider
able protection is provided to domestic industry and import restrictions
were intensified somewhat during the last year. The official exchange

rate policy also underwent a change; procedures followed since 1975 to
adjust the rial/U.S. dollar rate were abandoned. While regulations
governing the dual exchange market have remained unchanged, the share
of the noncommercial market in the total foreign exchange transactions
has increased and was accompanied by expanded central bank sales in

this market.

a. Exchange system—

Effective February 12, 1975 the Iranian rial was pegged to the SDR
at the equivalent of Rls 82.2425 per SDR with wider margins. The U.S.
dollar, the intervention currency, is the only currency that is quoted.
The authorities followed a procedure whereby the rial/U.S. dollar rate

1/ For a more detailed description of the exchange system and regula
tions governing payments and receipts, see IMF, 29th Annual Report on
Exchange Restrictions, 1978, pp. 240-3.
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was changed whenever the U.S. dollar/SDR rate, and consequently the
implied rial/SDR rate, moved and remained outside the margins of
2.25 per cent around the fixed rate for five consecutive business days.
A steady appreciation of the U.S. dollar during the period February 12,
1975 and June 3, 1976 necessitated 20 changes in this rate, resulting
in the rial's depreciation against the dollar by about 6 per cent.
Subsequently, however, the relative stability of the U.S. dollar allowed
the rial/U.S. dollar rate to remain more or less unchanged until late
1977 when the depreciation of the U.S. dollar necessitated a slight
appreciation of the rial to maintain the actual rial/SDR rate within
the margins. The import-weighted exchange rate of the rial, on the
other hand, after appreciating somewhat in the last half of 1976,
experienced depreciation of about 7.7 per cent during 1977, most of
which occurred in the last half of the year. In December 1977 alone
it depreciated by 2.8 per cent.

On December 14, 1977 Iran discontinued the procedure followed since
February 1975 to change the rial/U.S. dollar rate whenever the actual rate
remained outside the margins for five consecutive business days. In
further pursuance of the objective to avoid making frequent changes in
the rial/U.S. dollar rate, the margins of 2.25 per cent were enlarged
to 7.25 per cent with effect from April 1, 1978. The actual rial/SDR
rate based on the U.S. dollar/SDR rate exceeded the upper margin
starting on July 24, 1978. Iran abolished this margin effective July 31,
1978. No changes were made in the rial/U.S. dollar rate during the
first seven months of 1978.

A dual exchange market system has been in operation within the
banking system since January 1974. It consists of a commercial
market where the official rial/U.S. dollar rate prevails and a
noncommercial market where exchange rates can, in principle, fluctuate
freely in response to market conditions. Active intervention by the
Bank Markazi Iran in the latter market, however, through sales of foreign
exchange to influence the rate and easy intermarket transfer transactions,
have resulted in a virtually single market with identical exchange rates,
except for a few months after the introduction of the dual market. The
foreign exchange proceeds received by the public sector (mainly oil
revenues) and, in principle, payments for imports and certain services
such as travel, study, and medical.treatment abroad, are settled in
the commercial market, while all other transactions not authorized for
the commercial market, including certain invisible payments and capital
transactions, are settled in the noncommercial market. The size of the
noncommercial market, which stood at about US$2.0 billion in 1975/76,
more than doubled to US$4.2 billion or 20 per cent of total foreign
exchange transactions in 1977/78, mainly because of higher nonfactor
service payments, private capital outflows, and remittances by foreign
workers in Iran. During the same period, the Bank Markazi Iran's sales
of U.S. dollars to this market expanded from US$700 million in 1975/76
or about 30 per cent of the size of the market to US$2.1 billion in
1977/78 or 50 per cent of the transactions settled through it.

J
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Table 26. Iran: Foreign Assets and Liabilities
of the Monetary Authorities^.'

(In millions of SDRs)

Year Ended March 20 1973/74 1974/75 1975/76 1976/77 1977/78

Total foreign
assets (net)

Monetary authorities

foreign assets (net)

Foreign assets
Gold

Holdings of SDRs
Reserve position

in the Fund,
of which:

Oil Facility
Foreign exchange

1/

Foreign liabilities

Bilateral balances (net)

Commercial banks (net)

Specialized banks (net)

Source: Bank Markazi Iran.

1/ Includes lending to the Fund under the Oil Facility.
2/ Includes SDR 247 million deposit with the Bank for International

Settlements and SDR 43 million in foreign government securities.
3/ Includes SDR 281 million in foreign government securities.

1,326 5,776 5,289 8,217 9,954

1,763 6,373 6,501

6,668
131

61

8,881

9,102

142

63

10,133

1,775
131

37

6,536
131

45

10,360

139

69

48 493 1,038 998 966

(-)
1,559

(445)

5,867i/
(990)

5,438-i7
(930)

7,899
(900)

9,186

-34 -117 -103 -16 -215

22 -46 -64 -205 -12

-145 -269 -541 -353 -60

-292 -328 -671 -311 -119

•
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Apart from the officially authorized commercial and noncommercial
exchange markets within the banking system, certain exchange transactions
take place in the bazaar market outside the banking system. The rates
quoted in this unofficial market are identical or very close to the
rates quoted in the noncommercial market.

b. Commercial policy

Iran's commercial policy has been primarily aimed at, on the one
hand, providing sufficient protection to domestic producers to promote
import substitution and, on the other hand, ensuring adequate supplies
in the domestic market. In view of the increased budgetary financing
needs over the last year, commercial policy measures are also being
used to generate larger government revenues. The main instruments used
for achieving these objectives include a system of prior approval for
imports, commercial benefit taxes, state trading, and bilateral trade
and payments agreements. Between 1974/75 and 1976/77 restrictions on
imports were considerably eased in order to facilitate the flow of
imports to Iran. In 1977/78, however, there was some reversal in this
trend, as the number of items subject to prior approval of the Ministry
of Commerce was increased while changes in commercial benefit taxes
more or less cancelled each other out. At the same time, state trading
was extended to the imports of iron and steel, which were to be effected
through the Foreign Transactions Company, a subsidiary organization of
the Ministry of Commerce. Imports of certain agricultural products
through the State Trading Agency, the organization supporting producers
and consumers, were also made subject to surcharges. The list of items
subject to prior approval remained unchanged under the new trade regula
tions for 1978/79, with the exception of certain cotton textiles,the import
of which was'banned". At the same time, commercial benefit taxes have
been raised on a large number of commodities, including petrochemical
products, iron and steel, textiles, cement, tires, nonmetallic mineral
products such as ceramics, and electric cables and wires, and lowered
on two commodities. The increases were prompted by revenue and protec
tion considerations.

Iran has continued to pursue a policy aimed at promoting non-oil

exports. The instruments being used at present for this purpose are
directed at reducing cost of production in order to facilitate the
competitiveness of Iran's exports abroad. Apart from dissemination
of information on market potential abroad, the policy includes reduced
charges by the Government for the use of port facilities, lower freight
charges, subsidized credit facilities for exporters through the Bank
Markazi Iran, and an export guarantee scheme which includes a guaranteed
fund to insure exporters against financial risks which are not covered
_under normal insurance.,contracts,, .In addition* the Iranian exporters

of manufactured goods are granted rebates of customs duties paid on
imported inputs contained in exports, as well as reductions in and
exemptions from income taxes.

_y

^
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^ c. Trade and payments arrangements

1/
Iran maintains 10 bilateral payments arrangements,— one of which is

with Romania, a Fund member. These payments arrangements take the form
of reciprocal clearing accounts, denominated in U.S. dollars or Iranian
rials and maintained by the Bank Markazi Iran and the central bank or an
appropriate state bank in the partner country. In addition, Iran has a
clearing arrangement with Pakistan and Turkey within the framework of
the Regional Cooperation for Development (RCD). It is proposed to create
by 1986 a free trade zone encompassing the three countries, through a
gradual reducti6n of tariff and nontariff barriers. In this context,
tariff cuts of 10 per cent have been proposed for 15 broad groups of
manufactured commodities covered by this arrangement.

After declining at an annual average rate of 52 per cent during the
period 1974/75-1976/77, Iran's aggregate payments balance with bilateral
trade partners improved considerably in 1977/78, when the overall deficit
declined by 25 per cent to SDR 79 million (Table 27). This improvement
was essentially because of a more than halving of Iran's net debtor
position with the U.S.S.R. and the two RCD countries. The net debtor
position also improved somewhat with the People's Republic of China and
Poland. However, the payments position with Czechoslovakia and Romania
continued to worsen.

Iran is a member of the Asian Clearing Union (ACU) which is a mone
tary arrangement between central banks of seven member countries .±' It
is aimed at providing a facility to settle, on a multilateral basis,
payments for current international transactions among member countries
by encouraging the use of participants' currencies in settlements and,
thus, effecting economies in the use of their exchange reserves.
Settlements for trade in crude oil, gas, their products, and capital
are not handled by the ACU. In 1977 payments channeled through the ACU
more than tripled to SDR 68 million, which was about 1 per cent of
total transactions among the member countries. At the same time, in
1977 Iran's net debtor position rose to SDR 10.5 million from SDR 2.3
million during the previous year.

d. Capital

Regulations governing capital movements have remained unchanged. In
accordance with the Law for the Attraction and Protection of Foreign

Investment in Iran (1955) and regulations implementing the Law, foreign
capital invested in approved development or productive activities in
industry, mining, agriculture, or transport may be repatriated together
with net profits in the form of foreign exchange and/or goods. Since
October 12, 1975 foreign participation in domestic enterprises has become
subject to ceilings; in investment activities involving special techno
logical requirements, foreign participation is limited to 35 per cent.

1/ These include seven CMEA countries, North Korea, and the People's
Republic of China. Iran signed an agreement with Turkey on July 5, 1978
which provides for sale of oil on credit by Iran valued at US$150 million,

J the payments for which are secured by all payments that may be made to
Turkey from Iran.

2/ Bangladesh, Burma, India, Iran, Nepal, Pakistan, and Sri Lanka.
The ACU is operated by Bank Markazi Iran.
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Table 27. Iran: Balances under Bilateral Payments

Agreements and RCD Agreements!/

2/

J

(In thousands of SDRs)

Swing

Limits 1973/74 1974/75 1975/76 1976/77 1977/78

Bilateral agreements 23,365_ 25,832 -42,125 -60,407 -95,018 -74,837

Bulgaria 2,500 -6,979 -2,393 -17,444' -5,301 -5,284

China, People's
Rep. of 2,431 549 -6,721 -579 -13,684 -11,159

Czechoslovakia 2,072 -2,677 -7,400 -4,850 -16,409 -18,674

Germany, Democratic

Rep. of 2,797 -3 2,015 -879 -313 -2,908

Hungary11 2,072 1,141 -2,290 -3,263 -3,003 4,688

North Korea 730 — 264 522 267 755

Poland 2,487 -3,000 -8,010 -5,044 -10,458 -6,197

Romania4/ 2,901 12,473 7,065 -3,385 -14,861 -23,78

U.S.S.R. 5,803 24,328 -24,655 -25,485 -31,256 -12,27^

RCD

Pakistan

Turkey

Total (net)

3,316

1,658
1,658

26,681

-3,475

22,357

-3,445

-560

-2,885

-45,570

-3,709

-887

-2,822

-9,626

-5,884
-3,742

-64,116 -104,644

-4,026

-994

-3.032

-78,863

Source: Bank Markazi Iran.

1/ Minus sign indicates Iran's position as debtor; no sign indicates Iran's position as
creditor.

2/ See Table 22, footnote 1.
3/ There are also seasonal credits of US$3 million extended by Iran to Hungary.
4/ Additional credit facilities exist: special credits of US$3 million; seasonal

credits of US$5 million; and supplementary credits of US$9 million extended by Romania to
Iran.
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Table 28. Iran: Industrial Origin of Gross Domestic Product

(In billions of Iranian rials at constant 1974/75 prices)

Year ended March 20 1973/74 1974/75 1975/76 1976/77 1977/781/

Agriculture 286.5 303.3 324.0 341.7 339.0

Oil 1,450.6 1,441.6 1,264.5 1,384.6 1,284.9
Industry 387.7 436.8 535.8 615.2 668.8

Manufacturing and
mining (264.4) (312.9) (364.2) (418.1) (455.9)

Construction (101.7) (98.2) (141.6) (163.7) (176.3)
Water and power (21.6) (25.7) (30.0) (33.4) (36.6)

Services 749.6 889.1 1,025.0 1,171.1 1,283.0
Transport and

communication (81.8) (99.2) (125.8) (138.4) (144.0)
Banking and insurance (103.2) (137.2) (172.7) (194.9) (208.7)
Trade (141.8) (158.7) (190.2) (220.3) (241.1)
Ownership and dwellings (124.6) (133.1) (143.5) (155.5) (168.4)
Public services (225.8) (276.6) (295.3) (351.9) (402.3)
Private services (72.4) (84.3) (97.5) (110.1) (118.5)

Gross domestic product
(factor cost) 2,874.4 3,070.8 3,149.3. 3,512.6 3,575.7

Net indirect taxes 92.0 89.0 100.1 84.1 112.4-
Gross domestic product

(market prices) 2,966.4 3,159.8 3,249.4 3,596.7 3,688.1

Memorandum item:
-

Gross domestic product
(factor cost)

Non-oil sector 1,423.8 1,629.2 1,884.8 2,128.0 2,290.8

Source: Bank Markazi Iran,

1/ Preliminary.
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Table 29. Iran: Industrial Origin of Gross Domestic Product

(In billions of Iranian rials at current prices)

Year ended March 20 1973/74 1974/75 1975/76 1976/77 1977/781/

Agriculture 234.4 303.3 333.9 426.3 485.0

Oil 587.5 1,441.6 1,375.8 1,678.1 1,658.0
Industry 332.4 436.8 621.1 860.2 1,145.5
Manufacturing and

mining (231.9) (312.9) (382.8) (490.1) (621.8)
Construction (78.9) (98.2) (208.3) (335.8) (485.9)
Water and power (21.6) (25.7) (30.0) (34.3) (37.8)

Services 629.3 889.1 1,146.6 1,488.4 1,903.8
Transportation and

communication (77.9) (99.2) (131.7) (150.7) (191.5)
Banking and insurance (85.9) (137.2) (202.1) (265.9) (359.2)
Trade (116.1) (158.7) (201.0) (261.7) (323.5)
Ownership and dwellings (115.5) (133.1) (164.5) (209.9) (281.5)
Public services (167.1) (276.6) (345.5) (480.0) (587.7)
Private services (66.8) (84.3) (101.8) (120.2) (160.4)

Gross domestic product
(factor cost) 1,783.6 3,070.8 3,477.4 4,453.0 5,192.3

Net indirect taxes 77.3 89.0 111.6 109.6 173.4

Gross domestic product .

(market prices) 1,860.9 3,159.8 3,589.0 4,562.6 5,365.7

Memorandum item:

Gross domestic product
(factor cost)

Non-oil sector 1,196.1 1,629.2 2,101.6 2,774.9 3,534.3

Source: Bank Markazi Iran.

!_/ Pre1iminary.
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Table 30. Iran: Use of Resources

(In billions of Iranian rials at constant 1974/75 prices)

Year ended March 20

1. Consumption expenditures
Private sector

Public sector

2. Gross domestic fixed

capital formation
Private sector

Public sector

3. Consumption plus gross
domestic capital
formation

4. Exports of goods and
nonfactor services

5. Total domestic expenditures
and exports (3+4) •
Supply,(6+7+8)

6. Imports- of goods and
nonfactor services

7. Statistical error

8. Gross domestic product
(market prices)

9. Net factor income

10. Gross national product
(market prices)

11. Terms of trade adjustment

1/1973/74 1974/75 1975/76 1976/77 1977/78±

1,447.0
(1,019.1)

(427.9)

456.8

(200.4)
(256.4)

1,903.8

1,502.2

1,785.9 1,998.2 2,079.4 2,215.7
(1,157.6) (1,275.7) (1,283.4) (1,429.7)

(628.3) (722.5) (796.0) (786.0)

562.0 880.9 1,022.6 1,069.9
(225.2) (420.9) (490.6) (439.0)
(336.8) (460.0) (532.0) (630.9)

2,347.9 2,879.1 3,102.0 3,285.6

1,479.7 1,318.0 1,469.2 1,378.9

3,406.0 3,827.6 4,197.1 4,571.2 4,664.5

504.6 667.8 986.2 1,083.2 1,250.8

-65.0 -38.5 -108.7 -274.4

2,966.4 3,159.8 3,249.4 3,596.7 3,688.1

-65.9 -6.1 3.6 18.1 -41.6

2,900.5 3,153.7 3,253.0 3,6lH.8 3,646.5

-585.7 __. -38.3 94.0 152.9

12. Gross national income (market
prices) (adjusted) 2,314.8 3,153.7 3,214.7 3,708.8 3,799.4

Source: Bank Markazi Iran.

1/ Preliminary.
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Table 31. Iran: Use of Resources

(In billions of Iranian rials at current prices)

Year ended March 20 1973/74 1974/75 1975/76 1976/77 1977/781/

1. Consumption expenditures 1,208.9 1,785.9 2,197.9 2,586.0 3,245.5
Private sector (883.5) (1,157.6) (1,390.5) (1,582.4) (2,171.7)
Public sector (325.4) (628.3) (807.4) (1,003.6) CI,073.8)

2. Gross domestic fixed capital
formation 363.3 562.0 1,065.6 . 1,427.4 1,789.8

Private sector (160.4) (225.2) (521.6) (684.4) C725.6)
Public sector (202.9) (336.8) (544.0) (743.0) (1,064.2)

3. Consumption plus gross domestic
capital formation 1,572.2 2,347.9 3,263.5 4,013.4 5,035.3

4. Exports of goods and
nonfactor services 643.4 1,479.7 1,430.0 1,780.0 1,817.6

5. Total domestic expenditures
and exports (3+4) =
supply (6+7) 2,215.6 3,827.6 4,693.5 5,794.2 6,852.9

6. Imports of goods and
nonfactor services 354.7 667.8 1,104.5 1,231,6 1,487.2

7. Gross domestic product
(market prices) 1,860.9 3,159.8 3,589.0 4,562.6 5,365.7

8. Net factor income -24.5 -6.1 4.3 20.4 -54.1

9. Gross national product
(market prices) 1,836.4 3,153.7 3,593.3 4,583.0 5,311.6

Source: Bank Markazi Iran.

1/ Preliminary.



Table 32. Iran: Wholesale Price and Coat of Living Indices

(1974/75 - 100)

Weights 1973/74 1974/75 1975/76 1976/77 1977/71

Quarterly Averages
1976/; 1977/78 L978/79

QlYear ended March 20 i Ql Q2 Q3 Q4 Ql Q2 Q3 Q4

Wholesale price index 100.0 85.5 100.0 105.3 119.5 136.9 112.9 114.5 121.0 129.5 135.0 133.4 135.4 143.6 149.7
Domestically produced

and consumer goods (67.9) (84.3) (100.0) (105.9) (123.0) (142.2) (116.1) (116.8) (123.9) (135.0) (141.5) (137.6) (139.7) (149.8) (156.1)
Imported goods (29.0) (89.0) (100.0) (104.0) (110.7) (124.1) (105.5) (108.5) (113.4) (115.4) (118.9) (122.8) (125.4) (129.4) (135.5)
Exported goods (3.1) (92.4) (100.0) "(103.5) (125.2) (140.5) (113.0) (119.7) (128.1) (139.9) (143.3) (140.8) (137.0) (140.8) (142.A)

Cost of living index 100.0 86.6 100.0 109.9 128.1 160.2 119.4 121.8 130.2 140.9 154.2 158.5 161.2 166.9 173.5

Of which: food, bevertges
•and tobacco (37,6) (83.9) (100.0) (105.7) (118.7) (142.2) (118.3) (111.1) (116.3) (128.9) (139.9) (133.7) (139.1) (156.2) (...)

Housing and fuel (22.8) (83.7) (100.0) (118.9) (159.1) (216.9) (133.1) (150.0) (171.0) (182.1) (206.0) (227.1) (222.6) (212.0) (...) i

House furnishing and
VO

household operation (8.7) (84.1) (100.0) (115.3) (128.3) (146.5) (121.3) (124.0) (129.6) (138.1) (143.1) (144.2) (147.5) (151.3) (...) 1

Clothing (12.9) (88.9) (100.0) (108.9) (121.1) (146.6) (112.2) (116.3 (123.0) (133.0) (139.1) (143.9) (149.0) (154.4) (...)

Source: Bank Markazi Iran.



Table 33 Iran: Index of Wages, Salaries and Fringe Benefits of Employees
of Large Manufacturing Establishments!/

(1974/75 = 100)

Year ended March 20

Food, beverages and tobacco.?/
Textiles, clothing and leather

products

Wood and wood products
Paper and paper products
Chemical, basic materials and

products

Nonmetal mining products (except
oil and coal)

Basic metals

Fabricated metal products, machinery
and equipment

Cotton ginning

3/
Overall index—

Source: Bank Markazi Iran.

Annual Averages
1975/76 1976/77 qT

1976/77
Quarterly Averages

1977/78
Q2 Q3 Q4 Ql Q2 Q3

144.9

134.1

143.1

165.1

144.4

188.0

168.2

202.1

216.8

201.5

156.9 173.6 187.6 234.0 193.2 224.4 223.5

137.8

165.4

177.3

154.3

184.5

201.7

157.2

182.9

207.2

223.7

275.7

280.9

166.0

192.4

239.3

174.6

202.1

259.6

180.1

207.5

271.2

173.0 178.7 196.8 257.4 224.6 251.1 256.8

151.2

120.3

216.8

162.9

172.8

152.0

210.5

156.9

199.8

158.4

283.9

184.4

247.9

178.9

281.7

192.0

264.2

192.4
i

157.4

103.3

233.6

146.1

172.9

74.3

215.8

87.7

214.0

258.9

331.9

163.4

246.1

88.8

266.1

93.0

282.8

279.5

o

i

142.8 195.3 158.8 180.6 185.4 256.4 206.3 226.1 231.5

1/ Industries classified according to ISIC code.
2/ Not including wages, salaries and fringe benefits paid to employees of slaughter houses and of the

sugar industry.

3/ Weighted according to value of output of each industry.

15

X
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Table 34. Iran: Employment in Main Economic Sectors

Year ended March 20

Agriculture
Oil

Industry
Manufacturing and mining
Construction

Water and power
Services

Transport and communication
Commerce and banks

Other services

Total

Agriculture
Oil

Industry

Manufacturing and mining
Construction

Water and power
Services

Transport and communication
Commerce and banks

Other services

Total

1973/74 1974/75 1975/76 1976/77

(In thousands)

3,677 3,642 3,485 3,418
50 50 60 62

2,894 3,193 3,119 3,300
(2,035) (2,184) (2,141) (2,285)

(776) (925) (887) (915)
(83) (84) (91) (100)

2,841 2,854 3,043 3,199
(448) (488) (555) (593)
(831) (835) (890) (931)

(1,562) (1,531) (1,598) (1,675)

9,462 9,739 9,707 9,979

(In per cent of total)

38.9 37.4 35.9 34.3

0.5 0.5 0.6 0.6

30.6 32.8 32.1 33.1

(21.5) (22.4) (22.1) (22.9)
(8.2) (9.5) (9.1) (9.2)
(0.9) (0.9) (0.9) (1.0)
30.0 29.3 31.4 32.0

(4.7) (5.0) (5.7) (5.9)
(8.8) (8.6) (9.2) (9.3)

(16.5) (15.7) (16.5) (16.8)

100.0 100.0 100.0 100.0

Source: Imperial Government of Iran, Plan and Budget Organization,
Information Division, Economic Trends of Iran (fifth edition)
March 1978.
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Table 35. Iran: Agricultural Value Added by Sector

(In billions of Iranian rials at constant 1974/75 prices)

Year ended March 20 1973/74 1974/75 1975/76 1976/77 1977/781/

Arable farming 187.0 197.1 208.1 220.4 209.6

Livestock 90.7 97.2 106.4 111.7 118.1

Forestry 6.8 7.1 7.8 7.6 9.0

Fishing 2.0 1.9 1.7 2.0 2.3

Total 286.5 303.3 324.0 341.7 339.0

Source: Bank Markazi Iran.

1/ Preliminary.
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Table 36. Iran: Production of Principal Agricultural Crops

(In thousand tons)

Year ended March 20 1973/74 1974/75 1975/76 1976/77 1977/781/

Wheat 4,600 4,700 5,500 6,000 5,500
Barley 923 863 1,400 1,500 1,230
Rice 1,334 1,313 1,430 1,600 1,400
Cotton (unginned) 615 715 470 510 535

Sugar beets 4,240 4,300 4,670 5,200 4,150
Oilseeds 57 79 100 130 105

Green tea 93 96 80 88 116

Tobacco 15 14 15 19 15

Source: Ministry of Agriculture and Rural Development,

1/ Preliminary.
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Table 37. Iran: Selected Data on Rural Cooperatives

Year ended March 20 1973/74 1974/75 1975/76 1976/77 1977/78

Number of rural

cooperatives 2,717 2,847 2,858 2,886 2,925

Number of members of

rural cooperatives
(in thousands) 2,263 2,488 2,685 2,868 2,983

Capital of rural

cooperatives (in millions
of Iranian rials) 3,857 4,678 5,690 6,962 8,385

Sources: Land Reform Organization, and Ministry of Agriculture and
Rural Development.
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Table 38. Iran: Petroleum Production and Exports

(In million barrels)

Crude oil production
OSCOi/ (Consortium)
NIOC (Naft-e-Shah)
Other companies

Exports

Crude oil

OSCO

NIOCi/
Other companies!'

Refined products^/

1973 1974 1975 1976 1977

2,139.3 2,197.9 1,952.7 2,153.0 2,066.9
1,968.1 2,022.9 1,779.5 1,980.6 1,861.1

6.1 6.6 6.2 6.7 6.4

165.1 168.4 167.0 165.5 199.4

2,026.9 2,061.8 1,807.6 1,981.9 1,853.6
1,926.5 1,959.8 1,705.4 1,903.7 1,780.1

(1,701.8) (1,699.4) (1,427.5) (1,424.5) (1,172.0)
(58.1) (92.6) (111.8) (312.7) (414.5)

(166.6) (167.8) (166.1) (166.4) (193.6)
100.4 102.0 102.2 78.2 73.5

Source: National Iranian Oil Company.

1/ OSCO is the Iranian Oil Service Company.
If Includes exports by NIOC of oil produced by OSCO.
3/ Includes the share of NIOC from joint ventures.
4/ Exports of refined products by NIOC.
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Table 39. Iran: Refinery Output

(In million barrels per annum)

APPENDIX I

Capacity
1973 1974 1975 1976 1977 1978

Abadan refinery 149.7 155.9 159.0 160.5 177.5 230.0

Teheran refinery
(I and 11)1/ 32.5 34.1 57.4 64.0 71.7 81.0

Kermanshah refinery 5.8 6.2 5.7 6.7 6.3 6.5

Shiraz refinery 2.2 12.3 12.1 14.7 15.3 16.0

Masj id-I-Sulaiman

topping plant
Lavan topping plant!'
Isfahan refinery!/

10.2 7.7 5.0 6.8 6.7 24.0

— — — 3.6 7.0

— — — — — 36.5

Tabriz refinery — — — — — 29.2

Total

Memorandum item:

Total capacity

200.4 216.2 239.2 252.7 281.1 430.2

245.0 364.5 430.2

Sources: National Iranian Oil Company and the Iranian Oil Service

Company.

1/ Teheran refinery II, with a capacity of 44 million barrels per
annum, started to operate in 1975.

2/ The Lavan topping plant began operations in March 1977.
3/ The Isfahan refinery will have a capacity of 73 million barrels per

annum when it is in full operation.
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Table 40. Iran: Foreign Exchange Receipts from the Oil Sector!/

(In millions of SDRs)!/

Year ended March 20

Regular receipts from

export of oil
Trading companies

affiliated with the

Consortium!'
Joint venture companies

NIOC

Rial purchases

Iranian Oil Service

Company
Joint venture companies

1973/74 1974/75 1975/76 1976/77 1977/78

4,027 15,302 15 ,771 17 ,806 17,539

3,722 13,396 14 ,454^/ 14 ,536 12,696

151 712 586 541 684

154 1,194 731 2 ,729 4,159

178 123 153 142 1!

40 * • •

138 123 153 142 92

Special receipts and
payments (net) -196

Advance payments - Iranian

Oil Service Company

(net) "196

Total 4,009

Memorandum item:

Regular receipts from the
oil sector as percentage

of total current foreign

exchange earnings (69)

15,425

(89)

15,924 17,948 17,631

(86) (84) (81)

Source: Bank Markazi Iran.

1/ The presentation in this table follows the statement on Foreign Exchange
Receipts and Payments, Table 22, in which the foreign-owned oil companies are
treated as nonresidents.

!/ Converted at the rates given in footnote 1, Table 22.
!/ Includes payments of the balancing margin by the trading companies

affiliated with the Consortium.

4/ Includes the receipt of SDR 1.146 million which was due in 1974/75.



Table 41. Iran: Direction of Petroleum Exports by OSCCF1

(In per cent of total)

•

1973

Crude Oil Petroleum Products
1974 1975 1976 1977 1973 1974 1975 1976 1977!/

Western Europe 41.2 44.5 46.6 41.6 43.3 4.9 14.0 15.3 1.0 7.8

Japan 34.9 26.9 27.1 18.9 16.4 14.8 14.4 14.0 7.2 13.1

Asia (except Japan) 7.2 5.0 2.3 7.8 9.3 19.8 21.8 22.8 33.8 32.2

Africa 3.5 5.3 6.8 13.5 7.2 19.8 12.3 1.0.3 4.9 3.2

North America 11.7 16.7 15.0 14.1 20.5 3.7 3.0 3.2 0.0 0.0

South America 0.3 0.5 0.4 2.1 2.3 1.2 2.0 2.7 0.4 0.0
i

Australia 0.2 0.2 0.7 0.9 0.7 8.6 6.8 5.7 4.6 0.4 OO

Other areas 1.0 0.9 1.1 1.1 0.3 27.2 25.7 26.0 48.1 43.3

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: National Iranian Oil Company
•

r 5

1/ Iranian Oil Service Company.

!/ First half year. X
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Table 42. Iran: Privately-Financed Construction Starts in Urban Areas

Year ended March 20

Construction starts

Number of starts (in thousands)
Aggregate floor space (in million
square meters)

Average cost

Per structure

Per square meter

Source: Bank Markazi Iran.

Annual Averages

1973/74 1974/75 1975/76 1976/77 1977/78 QX
1976/77

Quarterly

1977/78
Q2 Q3 Q4 Ql Q2 Q3 Q4

72 86 87 112 124 33 35 26 18 35 35 31 23

11.8 15.4 18.9 30.1 26.5 10.9 8.7 6.4 4.0 8.3 7.3 5.5 5.3

(In thousands of Iranian rials)

673 1,027 1,863 2,919 3,979 3,204 2,686 3,064 2,637 3,154 2,559 2,304 3.248
*•* 5-7 8-6 10.9 13.1 9.7 11.0 12.2 11.8 13.4 12.3 12.8 14.1

a-

>

TJ
PJ
Z
o
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Table 43. Iran: Production Index for targe Manufacturing Establishments!'

(1974/75 - 100)

Year ended March 20 Weight .2/

Food, beverages and tobacco 21.6
Slaughtering and beef products (0.7)
Dairy products (pasteurized) (0.8)
Vegetable oils (2.6)
Biscuits, bakery products (1.7)
Sugar (5.7)
Alcoholic beverages (excluding beer) (0.6)
Beer (0.4)
Nonalcoholic beverages (1.4)
Tobacco (7.2)
Other (0.5)

Textiles, clothing and leather products 15.9
Spinning and weaving (13.1)
Shoes (machine made) (1.0)
Carpets and rugs (machine made) (0.8)
Other (1.0)

Wood and wood products 0.5
Paper and paper products 1.7
Chemical, basic materials and products 15.3
Basic chemical materials (4.7)
Plastic materials (1.2)
Cosmetics and soap (1.8)
Petroleum products (excluding refineries of NIOC) (2.6)
Automotive tires . (1.4)
Other (3.6)

Nonmetal, mining products (except oil and coal) 9.1
Glass (1.1)
Brick and glazed tile (1.4)
Cement (4.9)
Other (1.7)

Basic metals • 10.5

Ferrous (9.3)
Nonferrous (1.2)

Fabricated metal products, machinery and equipment 24.7
Heavy industrial machinery (1.3)
Household and nonhousehold machinery

and equipment (3.7)
Radio, television and telephones (2.9)
Electrical equipment and accessories (2.7)
Automobiles (10.5)
Other (3.6)

Other manufacturing industries 0.7
Cotton ginning (0.7)

Overall index 100.0

Source: Bank Markazi Iran.

1/ Industries classified according to ISIC code.
2/ Weights are based on proportion of value added in 1974/75.

Annual Averages
1975/76

108.4

105.8

127.7

109.3

104.0

102.7

93.5

114.0

126.1

108.6

114.6

116.0

107.9

104.4

230.3

137.2

119.5

105.2

108.6

107.4

95.8

116.7

102.7

108.3

115.1

119.6

120.0

135.4

118.8

108.4

108.0

110.7

87.9

124.7

140.0

128.4

111.2

120.7

126.5

124.5

82.2

82.2

114.5

1976/77

122.8

108.1

146.6

113.1

106.9

107.4

120.1

124.7

180.5

129.5

124.7

124.6

106.6

118.8

361.0

168.3

143.0

125.0

129.7

98.4

143.0

137.6

128.2

162.8

151.2

146.6

164.1

178.2

131.4

153.8

112.8

116.2

87.4

157.3

242.2

153.4

110.4

147.2

154.2

183.7

92.0

92.0

133.7

Average for First
Three Quarters

1977/78

121.7

114.8

164.4

117.9

116.4

84.8

138.2

133.8

282.7

113.5

148.4

131.5

101.8

113.9

563.4

176.2

171.

150.

149.

117.

174.

158.

138.

218.

160.

156.

158.1

221.3

136.6

158.9

137.0

146.3

67.5

155.4

277.2

158.4

117.9

158.4

141.8

175.6

113.9

113.9

141.3

J
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Table 44. Iran: Operations of Other Public
Sector Agencies!/

(In billions of Iranian rials)

APPENDIX I

Actuals

Prelim.

Actual

1977/78
Budget

Year ended March 20 1973/74 1974/75 1975/76 1976/77 1978/79

Revenues

Contribution from

Central Government

Expenditures

18.6

11.2

18.6

44.0

35.0

44.0

52.1

42.0

52.1

58.5

44.8

58.5

90.2

67.5

90.2

105.0

77.0

105.0

Sources: Plan and Budget Organization

1/ Includes 58 organizations, primarily charitable whose expenditures are
largely financed by central government contributions and which are subject to
central government approval.
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Table 46. Iran: Factors Affecting Changes in Money and Quasi-Money

(In billions of Iranian rials)

Year ended March 20

Money and quasi-money

Money

Quasi-money

Foreign assets (net)

Domestic assets (net)
Claims on private sector
Claims on public sector (net)
Central Government (net)i/
Government agencies (net)£/

Other items (net, increase -)
Import deposits
Capital accounts

SDR allocation

Other items

Changes in per cent

Money and quasi-money
Money

Quasi-money
Claims on private sector

Source: Bank Markazi Iran.

1973/7*+ 197^/75 1975/76 1976/77 1977/78

116. k
1+1+.0

72.h

51.7

61+.7
129-5

-0.7

(-11.6)
(10.9)
-6U.1

(-27.0)
(-22.0)

(-)
(-15-1)

(29.1)
(27-7)
(30.0)
(35-5)

29*1.3
12-K5
169.8

351-3

-57.0
210. k
-26.8

(-95-7)
(66.9)

-2U0.6

(-123.7)
(-72.9)
(-0.1)

(-1*3-9)

(57.1)
(61.-0
(5U.2)
(1*2.6)

335. k
119.3

216.1

-1*9.9

385.3
387.9

1+1.2

(-80.3)
(121.5)
-1+3.8

(52.7)
(-55.8)

(0.2)
(-1+0.9)

(1+1.1+)
(36.5)
(1+1+.8)
(55.1)

1+1+8.0

16I+.7
283.3

1Q1+.6

31+3.1+
-124.1

19.7
(-68.2)

(87-9)
-100.1+

(-23.3)
(-51.6)
. (--)
(-25.5)

(39.1)
(36.9)
(1+0.5)
(38.8)

503.5

179-3
32k.2

118.7

381+.8
352.2

227-9

(351.1+)
(-123.5)
-195-3

(-52.7)
(-106.0)

(-0.1+)
(-36.2)

(31.6)
(29.3)
(33.0)
(23.2)

1/ Includes Treasury General, Ministries and their affiliated departments,
2_/ Includes government affiliated agencies, government companies and

municipalities.
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1/Table 47. Iran: Monetary Survey—

(In billions of Iranian rials)

Year ended March 20

Foreign assets (net)
Central Bank

Commercial banks

Specialized banks

Claims on public sector (net)
Central Government (net)..!/

Claims

Deposits, loans, credits,and
administered funds »,

Government agencies (net)—
Claims

Deposits, loans, credits, and
administered funds

Claims on private sector

Commercial banks

Specialized banks
Regional development banks

Assets =•» Liabilities

Money

Currency in circulation
Demand deposits

Quasi-money
Time deposits
Savings deposits

Import deposits
Private sector

Public sector

Capital accounts

SDR, allocation

Other items (net)

1973/74 1974/75 1975/76 1976/77 1977/78

112.2 463.5 413.6 518.2 636.9

147.8 513.2 511.5 682.8 834.1

-11.8 -22.4 -43.7 -69.5 -49.8

-23.8 -27.3 -54.2 -95.1 -147.4

88.5 61.7 102.9 122.6 350.5

66.4 -27.3 -107.5 -175.7 175.7

(246.4) (267.3) (326.8) (465.9) (652.9)

(-180.0) (-294.6) (-434.3) (-641.6) (-477.2)
22.1 89.0 210.4 298.3 174.8

(52.0) (178.6) (298.0) (494.3) (385.8)

(-29.9) (-89.6) (-87.6) (-196.0) (-211.0)

494.2

394.6

99.6

704.6 1,092.5 1,516.6
544.8

159.8

821.8

270.5

0.2

694.9 1,229.8 1,609.0

1,110.2
403.5

• 2.9

2,157.4

611.2202.7 327.2 446.5

1,868.8

1,318.3
545.0

5.5

2,856.2

790.5

86.4 131.2 182.2 249.2 325.5

116.3 196.0 264.3 362.0 465.0

313.1 482.9 699.0 982.3 1,306.5
156.8 248.0 348.7 499.6 660.8

156.3 234.9 350.3 482.7 645.6

56.8 180.5 127.8 151.1 203.8

26.1 22.2 28.2 36.0 34.3

30.7 158.3 99.6 115.1 169.5

81.5 154.4 210.2 261.8 367.8

5.1 5.2 5.0 5.0 5.4

35.7 79.6 120.5 146.0 182.2

Source: Bank Markazi Iran.

1/ Comprises the Central Bank, commercial banks, specialized banks, and regional develop
ment banks.

2/ Includes Treasury General, ministries and their affiliated departments.
3/ Includes government affiliated agencies, companies and municipalities.
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Table 48- Iran: Monetary Accounts of Bank Markazi Iran

(In billions of Iranian rials)

Foreign assets
Gold

Gold with IMF

Special drawing rights
Foreign exchange!/

Claims on public sector
Central Government^/
Government agencies3/

Claims on specialized banks
Claims on commercial banks

Regional Development Banks

Assets = Liabilities

Reserve money

Note issue (net)
Bank deposits.1/

Public sector deposits
Central Government.?/
Government agencies-2/

Import deposits
Foreign liabilities

Capital accounts

SDR allocation

Other items (net)

1973/71+ 197*+/75 1975/76 1976/77 1977/78

.150.6 552.9 519-8 69I+.O 843.0
(10.8) (10.8) (10.8). (10.9) (11.0)
(3.9) (3.9) (3.9) (3.7) (3.1*)
(3.0) (3.7) (1+.9) (5-3) (6.3)

(132.9) (501+.5) (500.2) (67I+.D (822.3)
235-6 308.6 1+18.8 659.5 598.6

(201.1) (151.3) (11+7.2) - (192.8) (238.5)
(31+.5) (157-3) (271.6) (1+66.7) (359.5)

1+.8 1+.1+ 22.1 55-1+ 103.2
1+0.1+ 33.7 77.6 9I+.6 7t.L

—
— — 1.5 2-5

1+31.3 869.6 1,038.3 1,505.0 1,622."

188.2 310.9 1+19-7 566.9 736.2

(105-1) (158.9) (230.3) (319-2) (395.6)
(83.1) (152.0) (189-1+) (3U7.7) (337-6)
153.0 259-5 359-7 631.7 1-53.9

(128.0) (213.7) (311.6) (51U.7) (3U3.3)
(25.0) (1+5.8) (1+8.1) (117-0) (119.6)
56.8 180.5 127-8 151.1 233.6
2.8 9-7 8.3 11.2 9-0

8.5 31+.3 1+9-2 55-9 55-9

5-1 5.2 5-0 5-0 5.1*
16.9 69.5 68.6 83.2 11*8.5

Source: Bank Markazi Iran.

1/ Includes bilateral payments agreements credits and subscriptions to inter
national agencies.

2/ Includes Treasury General, mininstries and their affiliated departments.
3/ Includes government affiliated agencies, government companies and

municipalities.

kf Includes legal deposits and banks' sight and time deposits.
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Table 49 . Iran: Consolidated Accounts of Commercial Banks

(In billions of Iranian rials)

Year ended March 20

Reserves

Notes and coins in till

Deposits at Central Bank

Foreign assets

Claims on public sector

Central Government!/
Government agencies^-'

Claims on private sector

Assets = Liabilities

Demand deposits
Time and savings deposits
Public sector deposits

Central Government!-/
Government agencies".'

Loans, credits and administered
funds of the public sector

Foreign liabilities
Capital accounts
Credit from Central Bank

Other items (net)

1973/74 1974/75 1975/76 1976/77 1977/78

97.7 170.2 221.3 295.6 388.4

(18.7) (27.5) (47.6) (67.7) (72.2)
(79.0) (142.7) (173.7) (227.9) (316.2)
20.4 25.9 38.3 35.1 55.4

39.3 110.2 170.3 263.9 404.4

(39.3) (110.2) (167.4) (258.1) (398.9)

(-) (--) (2.9) (5.8) (5.5)
394.6 544.8 821.8 1,110.2 1,318.3

552.0 851.1 1,251.7 1,704.8 2,166.5

111.4 187.1 253.0 342.9 445.2

296.2 459.7 660.6 920.2 1,230.8
19.3 50.6 54.0 50.9 61.5

(19.3) (50.6) (54.0) (50.9) (61.5)

(--) (-) (-) (--) (--)

2.6 4.3 4.7 41.5 40.5

32.2 48.3 82.0 104.6 105.2

28.5 56.0 79.8 101.7 143.1

40.4 33.7 77.6 94.6 74.3

21.4 11.4 40.0 48.4 65.9

Source: Bank Markazi Iran.

If Includes Treasury General, ministries and their affiliated departments.
2/ Includes government affiliated agencies, government companies and munici

palities.
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Table 5a Iran: Consolidated Accounts of Specialized Banks

(In billions of Iranian rials)

Year ended March 20 1973/74 1974/75 1975/76 1976/77 1977/78

Cash and deposits with
Bank Markazi Iran

Claims on public sector
Central Government!/
Government agencies^/
Claims on private sector

Foreign assets

Assets = Liabilities

Demand deposits

Time and savings deposits

Deposits on public sector
Central Government.!/
Government agencies^/

Loans, credits and administered
funds of public sector

Foreign liabilities
Capital account
Credit from Central Bank

Other items (net)

4.2

23.5

(6.0)
(17.5)
99.6

0.5

127.8

4.9

16.9

7.2

(7.2)

(-)

27.8

24.3

44.5

4.8

-2.6

9.5

27.1

(5.8)
(21.3)
159.8

0.2

196.6

8.9

23.2

9.9

(9.9)

(-)

60.1

27.5

64.1

4.4

-1.5

16.1

35.7

(12.3)
(23.4)
270.5

0.8

323.1

11.3

38.4

11.5

(11.5)

(--)

92.1

55.0

80.2

22.1

12.5

22.1

36.0

(14.2)
(21.8)
403.5

0.4

462.0

19.1

62.1

12.0

(12.0)

(-)

99.8

95.5

102.7

55.4

15.4

24.7

34.9

(14.4)
(20.5)
545.0

0.6

605.2

19.8

75.7

15.1

(15.1)

(-)

106.0

148.0

122.8

103.7

14.6

Source: Bank Markazi Iran.

1/ Includes Treasury General, ministries and their affiliated departments.
2/ Includes government affiliated agencies, government companies and municipali

ties.
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Table 5L Iran: Consolidated Accounts of Regional Development Banks

(In millions of Iranian rials)

Year ended March 20

Reserves

Notes and coins in till

Deposits at Central Bank
Claims on public sector
Central Government!/
Government agencies—'

Claims on private sector

Assets = Liabilities

Demand deposits
Time and savings deposits
Public sector deposits
Central Government!/

— 2 /Government agenciesi-'
Loans, credits and administered funds
Capital accounts
Credit from Central Bank

Other items (net)

1975/76 1976/77 1977/78

— 1 2

(-) (--) (--)

(--) (--) (2)
— 794 922

(-) (794) (922)

(--) (-) (--)
158 2,910 5,455

158 3,705 6,379

4 3 22

3

(-) (--) (--)

(--) (-) (--)
— 1,600. 2,100

000 1,542 1,549
— 1,489 2,499

•846 -929 206

Source: Bank Markazi Iran.

1/ Includes Treasury General, ministries, and their affiliated depart
ments.

2/ Includes government affiliated agencies, government companies and
municipalities.

)
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Table 52. Iran: Commercial Banks' Liquidity and Debt to Central Bank

(In billions of Iranian rials)

Year ended March 20 1973/74 1974/75 1975/76 1976/77 1977/78

1. Total liquid assets

a. Legal deposits with

97.7 170.2 221.3 295.6 385.9

Central Bank 72.2 U5.4 160.4 ?13-1 270.2

b. Sight deposits with
Central Bank 6.8 27.3 13.3 14.8 43.5

c. Cash in till 18.7 27.5 47.6 67.7 72.2

2. Gross free liquid assets
•

(b+c) 25.5 54.8 60.9 82.5 115.7

3. Rediscounts 3.6 7.8 14.1 4.4 0.9

4. Net free liquid assets

(2-3) 21.9 47.0 46.8 78.1 114.8

5. Credit to private and

public sectors 433.9 655.0 992.1 1,374.1 1,722.6

Private sector.

Public sector^- of which:
394.6 544.8 821.8 1,110.2 1,318.3

39.3 110.2 170.3 263.9 404.3

Legally required^/ (57.3) (114.4) (181.9) (—) (--)

6. Total deposit liabilities 429.5 701.6 972.3 1,357.1 1,778.0

Demand deposits 117.8 201.9 278.7 384.0 499.2

Private sector (111.4) (187.1) (253.0) (342.9) (445.2)

Public sector (6.4) (14.8) (25.7) (41.1) (54.0)

Time and savings deposits 311.7 499.7 693.6 973.1 1,278.8

Private sector (296.2) (459.7) (660.6) (920.2) (1,230.8)

Public sector (15.5) (40.0) (33.0) (52.9) (48.0)

7.
3/

Debt to Central Bank- 40.4 33.7

(In

77.5

per cent)

94.0 74.4

8. Liquidity ratios

Total liquid assets/deposit
liabilities (1:6) 22.7 24.3 22.8 21.8 21.7

Gross free liquidity assets/
deposit liabilities (2:6) 5.9 7.8 6.3 6.1 6.5

Net free liquid assets/
deposit liabilities (4:6) 5.1 6.7 4.8 5.8 6.5

Source: Bank Markazi Iran.

1/ Beginning 19 72/73, public sector credit from the commercial banks consists
mainly of government bonds.

2/ Government bonds held as part of the legal reserve requirement.
3/ Advances and bills rediscounted.
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Table 53. Iran: Credit to the Private Sector

by Specialized Credit Institutional./

(In billions of Iranian rials)

Year ended March 20 1973/74 1974/75 1975/76 1976/77 1977/78

Industrial and Mining

Development Bank

Industrial Credit Bank

Agricultural Cooperative Bank

Mortgage Bank

Development and Investment Bank

2/
Agricultural Development Bank-

Construction Bank

Total

29.0 43.5 88.0 124.9 165.1

18.2 31.6 54.6 74.7 94.9

30.1 45.2 52.6 66.0 81.2

17.4 23.9 35.1 65.6 95.0

1.7 4.9 9.5 15.5 19.9

3.2 9.7 26.5 48.8 69.9

— 1.0 4.4 8.0 17.4

99.6 159.8 270.7 403.5 543.4

Source: Bank Markazi Iran.

1/ The data include direct investments and equity participation by the
specialized banks. The Workers' Welfare Bank, a publicly-owned institution
deriving its funds from the Social Insurance Organization and lending for
construction of worker housing, is not officially considered to be a
specialized bank.

2/ Formerly the Agricultural Development Fund of Iran (established in
1968).
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Table 54. Iran: Central Bank Rediscount Rates and Interest

Rates on Bank Deposits and Government Securities

(In per cent per annum)

APPENDIX I

As of

Dec.

1969

Aug.
1970

Oct.

1971

Mar. July Dec.
1972

Aug. Sept.
1973

Jan.

1975

Nov.

1976-

June

1977

Central Bank's rediscount rates

Industrial and agricultural paper
Other eligible paper •

Maximum interest rates on:—

Savings deposits (rials)

Up to 1,000
1,001-20,000

20,001-50,000
50,001-100,000

100,001-200,000
Over 200,001

Time deposits

Up to 29 days

30-89 days
90-179 days
180-269 days
270-364 days
365-729 days
Over 729 days

Coupon rates oh government bills
and bonds

Treasury bills

3 month

6 month

1 year

Bonds

year

year

year

year

year

7-1/2

3

9

5-1/2 4-1/2 6-1/2 7

5-1/2 4-1/2 6-1/2 7

5-1/2 4-1/2 6-1/2 7

5-1/2 4-1/2 6-1/2 7

5-1/2 4-1/2 6-1/2 7

5-1/2 4-1/2 6-1/2 7

None None 6-1/2 8

5-1/2 5 6-1/2 8

6-1/2 5-1/2 6-1/2 8

7-1/2 6-1/2 6-1/2 8

7-1/2 6-1/2 6-1/2 8

8 7-1/2 7-1/2 9

8 7-1/2 7-1/2 9

8

6

6

8

9

9 8

8-1/2
9

Source: Bank Markazi Iran.

1/ "None" indicates a zero rate of interest.

9

9-1/2

10

10-1/2

7

8

10

10

9

9

9

9

9

10

10



Table 55. Iran: Legal Reserves Requirements and Other Monetary Instruments

As of

Sept.
1973

231/

15

15

Jan. Feb.

30

April Aug.

1974

Sept. Nov. Dec.

15

Jan.

25

12

12

March

1975

Aug.

15

15

30

April

1976

April

1977

Legal reserve requirements (in

per cent) on:

Demand deposits

Time deposits

Savings deposits

Net short-term foreign
liabilities!/

Other instruments

Credit ceilings

Government bond purchase
requirements

Other

Imposed—

t .10/Imposed—

Raised^ Raised^ Raised^' Raised^ 8/ 9/
Lowered— Lowered—

Source: Bank Markazi Iran.

Revised

import

deposit
struc-

tureil/

Lowered—

Revised

regula

tions for

public

sector ,, .
j ~ 14/
imports—

Raise
12/

1/ Reserve requirements on demand deposits were to rise progressively to 30 per cent by February 1974
21 Exempted long-term borrowing by specialized banks and commercial bank borrowing of two years* duration or more

whT.v, ^lvaCe<se"or credit ceilings were set for each commercial bank at 20 per cent over credit outstanding in March 1973. For those banks for
which the ratio of outstanding credit to capital was less than 10, credit ceilings were set at 25 per cent. Total increase in private credits
including specialized banks, was set at Rls 85 billion for 1973/74. private credits,

4/ Private sector credit ceilings set at 15 per cent over credit outstanding at the end of March 1974 for the next six months.
5/ Private sector credit ceilings set at 30 per cent for 1974/75.
6/ Private sector credit ceilings for 1975/76 set at 35 per cent over credit outstanding at the end of March 1975
J_l Credit ceilings for 1975/76 were increased by 5 per cent to 40 per cent.
•3/

the

1976/7/ were set ac ^l pt

were s^t^et'eent for'm"^!"83 '" ^^" "' *' * P" ""' ""'^ " '* ^ °f *"* 1977" SPeclallzed «•«*•• credit ceilings
10/ For time and savings deposits, 50 per cent of the increase in these deposits was to be invested in Treasury bills and government securities
with maximum of two years maturity until holdings of such securities reached 40 per cent of outstanding savings deposits and 20 per cent of
outstanding time deposits; these ratios were to be maintained thereafter.

ii/ For time and savings deposits 30 per cent of the increase in these deposits was to be invested in government securities with maximum of
maintained Thereafter holdlnes of such securities reached 25 per cent of total outstanding savings and time deposits; this ratio was to be

^.i-m.. .-ciiiuga iui i3;j/jo were increased Dy D per cent to 40 per cent.

Commercial banks' credit ceilings for 1976/77 were set at 25 per cent over level at the end of March 1976 but under certain conditions with
pproval of the Central Bank of Iran the ceilings for individual banks may be increased 5per cent. Specialized banks' credit ceilings for
'// were set at 42 per cent.

12/ For time and savings deposits, 45 per cent of the increase In these deposits was to be invested in government securities of up
maturity until holdings of such securities reached 40 per cent of total outstanding time and savings deposits.
13/ Import deposits reduced to a flat 15 per cent (formerly 15 per cent, 40 per cent, and 100 per cent) for nonfood imports and ab

food imports. -•-

14/ Previously, most government agencies' accounts with the Central Bank had been debited, at the time letters of credit were o
value of >rts. In the supplementary budget for 1974/75, ministries and ,r public sector agencies, upon approval of the Pla
"rp.nn'zif were no lonf.or require-! to follow this procedure.

pened, for th'
Plan and Budget

full

i

CD

W

o
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Table 56• Iran: Summary of Assets and Liabilities
of Savings, and Housing.Loans Associations

(In millions of Iranian rials)

Year ended March 20 1976/77 1977/78

Assets:

Notes and coins in till

Claims on banks , ,

Claims on private sector-

Other

Assets = Liabilities

Liabilities:

Deposits of the private sector
Savings deposits
Time deposits

Claims of Bank Markazi Iran

Claims of banks

Capital account

Other

586 04

7,019 8,324
33,291 52,712

2,271 6,351

43,167 67,451

32,849 42,507
(23,933) (24,260)
(8,916) (18,247)
2,354 5,150

— 3,236
4,548 9,994
3,416 6,564

Source: Bank Markazi Iran.

1/ Includes investment and shares in private companies.
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Tab,l«57. Iran: Balance of Payments

(In millions of SDRs)-''

Year Ended March 20

A.

B.

Oil sector (net)!/
Exports, f.o.b.

NIOC

Trading companies affiliated with the'
consortium!/

Joint venture companies
Imports, c.i.f J./
Direct investment

Direct investment income

Other goods and services and unrequited
transfers (net)

Exports, f.o.b.6/
Imports, c.l.t.V

Trade balance

Services (net)
Travel (net)
Investment income (net)
Government, n.i.e. (net)
Other services (net)

Official grants

C. Capital (net)

Direct Investment

Private nonbank capital
Official loans and suppliers' credits
Others-i'

D. Net errors and omissions

E. Total (B through D)

F. Total (A through D)

G. Monetary movements—
Net IMF account

Commercial banks (net)
Bank Markazi short-term liabilities
Bank Markazi long-term liabilities
Bilateral balances (net)
Other foreign assets (increases -)
Monetary gold (increases -)
SDR holdings

Source: Bank Markazi Iran.

Prelim.
1973/74 1974/75 1975/76 1976/77 1977/78

*.283 15,591 16,123
7,069 17,207 16,582
(246) (856) (1,165)

18,369 17,919
20,855 19,665
(3,571) (4,908)

(6,264) (14,929) (13,894) (15,554) (12,454)
(559) (1,422) (1,523) (1,730) (2,303)

-2,425
-361

-3,516
598

-3,969
-3,371

-1,267
-349

-7,160
589

-7,682
-7,093

-151

-308

•12,621
664

-12,838
-12,174

-2,162
-324

-14,072
628

-14,033
-13,405

-1,491
-255

16,868
728

15,940
15,212

-143 -39 -432 -652 -1,550
(-77) (-246) (-378) (-683) (-585)

(-143) (135) (387) (276) (334)
(-145) (-134) (-596) . (-15) (-919)
(222) (206) (155) (-230) (-380)

-2 , -28 -15 -15 -106

746 -1,680 -2,674 -1,705 413
173 368 552 536 642
-25 -174 -750 -859 -965
600 -1,862 -2,474 -1,382 736
-2 -12 -2 — - —

-976 -2,337 -1,658 171 484

-3,746 -11,177 -16,953 -15,606 -15,971

537 4,414 -830 2,763 1,948

-537 -4,414
-445

830

-540

-2,763 -1,948

126 124 272 -188 -293
5 10 12 -14 '• -3

-100 — — —

7 68 18 141 -193
-572 -4,158 1,078 -2,697 -1,452

— -5 — —

-3 -8 -10 -5 -7

1/ Revised.

V See Table 22 , footnote 1 for conversion from U.S. dollars to SDRs.
3/ The oil consortium and other foreign-owned companies are treated as resident in this

table, whereas Table 22 treats them as nonresident. Total net transactions of the oil sector
differ between these two methods of presentation.
4/ Consortium of oil companies prior to nationalization.
5/ Oil sector imports are included in the total imports under "other goods and services

(net)."
6/ Includes gas exports.
71 Includes nonmonetary gold.
8/ Includes U.S. government holdings of Iranian rials, U.S.S.R. and Romania's holdings of

rials, and subscriptions to IBRD and IDA and related liabilities. ' "
9/ Excluding changes in net foreign assets of the specialized banks.

J
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Table 58. Iran: Commodity Composition of Imports According
to Standard International Trade Classification!/

(In millions of SDRsF

Year Ended March 20

Foods and live animals

Dairy products and eggs
Pulses and their products
Sugar its derivatives, and honey
Tea, coffee, chocolate, spices and
other similar products

Fruits and vegetables

Other

Beverages and tobacco

Raw nonfood materials, excluding

1973/74 1974/75 1975/76 1976/77

271

26

94

63

16

17

55

704

54

381

130

27

26

86

11

1,299

73

468

449

"30

109

170

22

1,027
103

284

211

37

132

260

67

Prelim.

1977/78

1,331
160

555

148

49

86

333

111

fuel products

Raw caoutchouc

157

20

284

27

308

33

317

42

370

37

Textile yarns not included else
where 80 150 .164 128 136

Various unprocessed fertilizers and
minerals 25 32 29 39 49

Other 32 75 82 108 147

Minerals, fuel and related products

Vegetable and animal oils and fats
Vegetable oils
Other

Chemical products
Chemicals and their compounds

Materials used in dyes and tanning
Pharmaceuticals and medical products
Plastics, cellulose,
and artificial gums'

Chemical materials and products
not mentioned above

Other

Goods which are classified accord

ing to their primary materials

Paper, cardboard and

related products
Various yarns and related products
Goods made from nonmetal minerals

Iron and steel

Other

Transportation, machinery,
and tools

Nonelectric machinery
Electric machinery, tools,
and appliances
Transportation vehicles

Miscellaneous products
Scientific and professional tools
Various products and goods
not mentioned above

Other

Coods not classifiable by type

Total 3/

12 11 14 20 24

50

42

198

182

243

202

119

103

135

123

8 16 41 16 12

295

51

536

97

698

117

703

127

875

148

37 59 58 64 62

80 123 174 184 210

65 107 146 191 245

50 80 68 101 86

12 70 135 36 123

1,038 1,816 2,793 3,565 3,599

72 140 119 146 185

187 252 255 467 567

85 86 202 337 432

483 954 1 ,542 1 ,539 1 ,208

211 384 675 1 ,076 1 ,207

1,163 1,742 4 ,156 4 ,803 5 ,348
666 939 2 ,122 2 ,798 2 ,908

258 338 669 853 1 ,146
239 465 1 ,365 1 ,152 1 ,294

106 161 239 300 530

61 97 140 149 209

41 43 60 97 222

4 21 39 54 99

3,098 5,465 9,774 10,922 12,325

Source: Bank Markazi Iran.

Xl Imports according to Customs returns.
2/ See Table 22, footnote 1.
"i / Fvr> \ t\Ai net mlUfarv .mH r» hi\ni- i mr»n r t a rt/*^
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1/Table 59. Iran: Imports by Country of Origin^
2/

(In millions of SDRs)-

Year Ended March 20

United States

Germany, Federal

Republic of
Japan

United Kingdom
France

India

Italy

Netherlands

Belgium
Switzerland

Australia

U.S.S.R.

Romania

Sweden

Spain
Kuwait

Korea, Republic of
Canada

Austria

Turkey
South Africa

China, People's
Republic of

Brazil

Finland

Other

Total-/

1973/74 1974/75 1975/76 1976/77

404 1,092 1,911 1,706

Prelim.

1977/78

1,972

607 979 1,691 1,943 2,329
455 826 1,549 1,906 1,874
291 437 863 747 801

149 199 431 606 555

46 94 364 257 185

117 165 348 633 690

75 127 276 382 406

90 141 247 262 246

61 103 226 411 370

44 56 160 149 197

178 223 141 96 209

40 48 140 128 135
45

66 126 123 160

18 29 84 107 111

22 22 80 • « * • • •

13 31 74 148 135

20 46 70 89 99

32 61 64 83 124

13 32 62 • • • • • •

30 54 53 93 173

21 97 51 • • • • • •

44 20 49 • • t • • •

24 50 48 63 86

259 466 666 990 1,468

3,098 5,464 9,774 10,922 12,325

Source: Bank Markazi Iran.

1_/ Imports according to customs returns.
2/ See Table 22, footnote 1.
3/ Excluding military and other imports not reported in trade returns,

J
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1/
Table 60. Iran: Non-Oil Exports by Country Destination—

2/
(In millions of SDRs)-

APPENDIX I

Year Ended March 20 1973/74 1974/75 1975/76 1976/77
Prelim.

1977/78

U.S.S.R.

Germany, Federal
Republic of

United States

Italy
Kuwait

Hungary

China, People's
Republic of

Japan

France

Saudi Arabia

Egypt
United Kingdom

Bulgaria

Dubai

Czechoslovakia

Yugoslavia
India

Romania

Poland

Jordan

Switzerland

Bahrain

South Africa

Austria

Other

Total-/

85 78

88 77

46 38

19 14

12 18

11 11

6 6

36 26

20 22

7 11

— 8

24 18

11 2

6 9

10

11

8

3

5 6

12 11

8 5

— 3

12

7 .

11

6

12 3

4 2

74 84

526 480

Source: Bank Markazi Iran.

1/ Exports adcording to Customs returns.
2/ See Table" 22, footnote 1.
3/ Excluding exports of gas.

92

68

39

25

22

19

19

16

14

14

13

12

11

10

9

8

8

8

7

7

6

6

5

5

52

495

69

75

31

29

15

13

7

16

13

22

14

9

8

12

12

6

6

1

16

95

469

80

83

63

29

29

15

10

6

14

27

20

12

5

6

10

8

13

32

5

100

567
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Table 61. Iran: External Debt of the Plan Organization and Ministry of
Economic Affairs and Finance by Creditor Countries and Institutions

as of March 20, 19781/

(In millions of SDRs)-/

APPENDIX I

_'

Cumulative
Cumulative Total of External Debt Repayment

of Principal
Outstanding

Balance
Public Sector Contracted Undisbursed Disbursed

IBRD 396.4 101.0 295.4 166.9 128.5
Austria 25.7 — 25.7 20.4 5.3
Belgium 38.7 24.4 14.3 3.1 11.2
Bulgaria 1.2 — 1.2 1.1 0.1
Czechoslovakia 33.9 0.1 33.8 22.1 11.7
France 304.3 6.3 298.0 217.2 80.9
Germany, Federal

Republic of 403.9 2.4 401.5 326.5 75.0
Hungary 12.9 0.3 12.6 6.2 6.4
India 44.7 6.0 38.7 33.0 5.7
Italy 82.0 1.7 80.3 60.3 20.0
Japan 105.4 0.5 104.9 74.6 30.3
Poland 1.9 — 1.9 1.4 0.4
Romania 56.6 18.7 37.9 37.2 0.7
United Kingdom 145.1 7.2 137.9 119.1 18.8
United States 488.5 1.4 487.1 326.8 160.3
Aid (including PL 480) (212.8) (-) (212.8) (165.5) (47.3)
Export-Import Bank (169.9) (0.9) (169.0) (72.7) (96.3)
Other (105.8)- (0.5) (105.3) (88.6) (16.7)

U.S.S.R. 706.3 69.1 637.2 300.2 337.1
Yugoslavia 15.9 0.9 15.0 11.6 3.4
Other 612.3 0.5 611.8 171.2 440.6

Total 3,475.5 240.6 3,235.2 1,898.8 1,336.3

Source: Ministry of Economic Affairs and Finance, Bureau for Studies on International
Loans and Credits.

1_/ External public debt incurred or guaranteed by the Plan Organization (up to March 20,
1973) and the Ministry of Economic Affairs and;Finance (since March.21, 1973). The table
does not include loans incurred by the Ministry of War.

2/ Converted from U.S. dollars at $1.181037 => SDR 1.00.
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Table 62. Iran: Maturity Structure of External Debt of the Plan
Organization and the Ministry of Economic Affairs and Finance

as of March 20, 19781/

(In millions of SDRs)
?/

Contracted

Original Maturity
Disbursed Undisbursed

Amount Per cent Amount Per cent Amount Per cent

Over 1 and up to 5 years 571.7

Over 5 and up to 10 years 1,040.1

Over 10 and up to 15 years 1,271.0

Over 15 and up to 20 years 387.4

Over 20 years 205.3

16.4 568.5 17.6 3.2

29.9 970.2 30.0 69.9

36.6 1,177.7 36.4 93.3

11.1 333.2 10.3 54.2

5.9 185.3 5.7 20.0

Total 3,475.5 100.0 3,234.9 100.0 240.6

1.3

29.1

38.8

22.5

8.3

100.0

Source: Ministry of Economic Affairs and Finance, Bureau for Studies on International
Loans and Credits.

1_/ External public debt incurred or guaranteed by the Plan Organization (up to March 20,
1973) and the Ministry of Economic Affairs and Finance (since March 21, 1973). The Table
does not include loans incurred by the Ministry of War.

If Converted from U.S. dollars at $1.181037 =» SDR 1.00.
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Iran: The Alternative Monetary Presentation

The traditional monetary presentation as it appears in International
Financial Statistics shows domestic liquidity as:

(MO + QM) = CPS + CGS + NFA - OIN (1)

where

MO = Cash in circulation plus demand deposits with the
banking system

QM = Savings and time deposits with the banking system

CPS = Claims on the private sector by the banking system

CGS = Claims on the public sector by the banking system

NFA = Net foreign assets of the banking system

OIN = Other items net, or unclassified net liabilities

of the banking system. For Iran, this is composed
of import deposits of the public sector (IDG) and
other unclassified net liabilities of the banking
system (OLN)

The budgetary operations and financing of the public sector are
given by

G - R = ACGS + LD + LF (2)

« GD + GF - RD - RF (3)

where

G = Public sector expenditures

GD = Domestic public sector expenditures

GF • Foreign public sector expenditures

R = Public sector revenues

RD = Domestic public sector revenues

RF = Foreign public sector revenues

LD = Domestic nonbank financing

LF = Foreign financing

Net foreign receipts of the public sector (NFRG) are given by

NFRG = RF - GF + LF

and net domestic expenditures of the public sector (NDEG) by

NDEG = GD - RD - LD

Substituting (3) and (4) into (5).,

NDEG = ACGS + NFRG

(4)

(5)

(6)



_ 91 _ APPENDIX II

However, since in Iran the public sector has import deposits with the
banking system, the increases in these have to be deducted from NDEG to
obtain the monetary injection due to public sector operations (NDEGl):

NDEGl = ACGS + NFRG - AIDG (7)

Accordingly, taking differences, equation (1) can be rewritten as

A(MQ + QM) = NDEGl + ACPS + (ANFA - NFRG) - AOLN (8)

However, the net foreign receipts of the private sector (NFRP) are
given by

NFRP = ANFA - NFRG (9)

and the net injection of liquidity due to private sector operations
(NILP) by

NILP = ACPS + NFRP (10)

Equation (8) can therefore be rewritten as

A(MO + QM) = NILP + NDEGl - AOLN (11)

Equation (11) represents the alternative presentation showing
the changes in domestic liquidity due to the injection of liquidity
arising from the private and public sector operations.
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