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ABSTRACT 

Economic Planning, Industrialization and Import Substitution in Iran 

By 

Mohammad Reza Azigi 

Iran attempted to set up a national economic plan after 

the second world war. After 1949, Iran has experienced five 

different development plans. The Fifth Five Year Plan is the 

one which is in operation at the present time. Before indus¬ 

trialization, the nation’s economy was dominated by oil and 

agriculture. There was a dual purpose for the intensive indus¬ 

trialization vdiich started in the early 1960’s - reducing the 

economy's dependence on exports of primary products, and increas¬ 

ing the rate of economic growth. 

The purpose of this thesis is to study the planning pro¬ 

cess and the process of import substitution in Iran. An attempt 

has been made to evaluate the different plans to determine the 

major problems involved in each particular plan and to evaluate 

the degree and extent to vihich each plan has succeeded in achiev¬ 

ing the major targets of the plan, particularly in the industrial 

sector. An attempt also has been made to collect the set of 

available data on production, imports and exports of industrial 

goods at a somewhat disaggregated level to make some sensible 

analysis of the degree of import substitution and the patterns 

of industrial growth. 
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1. Introduction to the Iranian Economy 

Iran has an area of 628,000 square miles, which is approx¬ 

imately 2.5 times larger than the size of Texas. It is a coun¬ 

try of three diverse geographical zones, which make up about 2/3s 

of the total area, for the most part mostly uninhabitable, which 

are the mountains and the desert. The third zone (1/3 of the 

total area) is where most of the population is concentrated. In 

addition to the geographical variations, these zones also have 

quite distinct climate differences. 

The population is about 33 million at the present, but it is 

growing so rapidly that it is estimated to be about 55 million 

within two decades-. Only until recent years has the majority of 

the populace turned from an agrarian way of life and begun to go 

to sane of the major cities, particularly Tehran, which is growing 

at a tremendous pace. 

The government is providing policies and guidelines for the 

public and private business sector, which is promoting much pro¬ 

gress and advancement. Even though the government does hold con¬ 

trol over the heavy and larger industries, energy and communica¬ 

tion fields, it does promote the rise of more private enterprise 

to supplement the basic industries. 

In almost every country, and Iran is not an exception, in¬ 

dustry is the major sector of economic development. Industrial 

development provides much-needed employment, opens up markets for 

the primary products of agriculture arid mining, generates higher 

individual and national income, improves the balance of payments 
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through import substitution, and also gives the country greater 

economic independence. Industrialization, therefore, is a major 

means of attaining a permanent rise in the standard of living. 

The first real attempt to industrialize Iran was made prior 

to World War II, when a number of light and consumer goods in¬ 

dustries were created. But, unfortunately, the war brought these 

serious efforts to a complete stop. It was not until the late 

1950’s, after a period of virtual stagnation in industrial ac¬ 

tivities, that industrial investment started in infra-structural 

facilities, and was fueled by the incentives provided by the govern 

ment for the private sector. 

The concerted efforts toward industrialization were basic¬ 

ally incorporated in the framework of the development plans for 

the whole economy. Industrialization was given first priority in 

these plans. The First plan started in 1949 and lasted for seven 

years, up to 1955. The Second Seven Year plan started in 1955 and 

terminated in 1962. After the two seven year plans, Iran spon¬ 

sored three different five year plans, 1962-1967, 1968-1973, 1973- 

1978. The Fifth five year development plan is one which is in 

operation at the present time and will end in 1978. 

The significant gains achieved in the industrial sector are 

an important feature of Iran’s economic growth under these devel¬ 

opment plans. Even though the economy continues to be dependent 

on oil, a certain degree of diversification has been reached and 

a large number of new industries have been set up. Before in¬ 

dustrialization, the Iranian economy was dominated by oil and 

agriculture. As a result of the country’s foreign trade activi- 
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ties, the export of primary products and the import of manu¬ 

factured goods, a large commercial sector existed. There vas a 

dual purpose for the intensive industrialization, which started in 

the early 1960’s; reducing the economy’s dependence on exports of 

primary products; and increasing the rate of economic growth. 

Since 1962, large-scale investments by the public and private 

sectors have made industry the faster growing sector of the 

economy. A substantial degree of self-sufficiency has been 

achieved through import substitution of many finished manufactured 

products. ; The growth of light consumer goods manufacturing, pri¬ 

marily food processing, textiles and footwear has been accompan¬ 

ied by investment in intermediate products like steel, fertilizer, 

and other chemicals. During the 1960’s, the output of manufac¬ 

turing industries increased at an average annual rate of 11 per¬ 

cent. After that, Iran experienced a rapid rate of industrial 

growth — 14 percent a year, as compared with 10 percent growth 

rate in the country’s economy. In the- early phase of the Fifth 

Development Plan Period (1973-1978), industrial production grew 

by 17 percent, reflecting mainly the growth in the metal products 

industry, the automotive industries, and in non-electrical machin¬ 

ery industry. The rising importance of producer goods industries 

is evident in indicating the direction of recent industrial ex¬ 

pansion; but it is apparent that Iran is still not quite in the 

second stage of industrial development in which manufacturing out¬ 

put approaches an unbalanced growth between consumer and producer 

goods. 
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II. The Role of Economic Planning and its Contributions 
to Development Efforts in Iran 

Iran is a country that is developing, and it has limited 

financial resources, as do other countries; therefore, it is of 

utmost importance to allocate the resources in a manner which 

can provide the maximum benefit to the people. In 1946 a high 

planning commission was established for the purpose of preparing 

a development plan for the nation. Three years later, a first 

seven year plan was adopted and approved by the Iranian Par¬ 

liament (the Majiis), which was executed by the Plan Organiza¬ 

tion (the Sazeman Bamameh). 

A. The First Development Plan 

(1949-1955) 

The First Plan came into effect in 1949. It called for pub¬ 

lic investment expenditures of 21 billion rials ($656 million). 

In Table 2-1, estimates are shown of the proposed expenditures 

and revenues. 

Table 2-1: Projected Revenues and Expenditures of the First Plan 
(1949-1955) 

(Billion Rials) 
Revenue : Amount Percent of 

Oil Revenue 7.8 37.1 
Sale of Government Property 1.0 4.8 
Private Participation 1.0 4.8 
Borrowing; 
Bank Melli, Iran 4.5 21.4 
World Bank 6.7 31.9 

TOTAL REVENUE 21.0 100.0 

Expenditures : 

Agriculture 5.2 25.0 
Roads, Railways, Airports 5.0 23.8 
Mines and Industry 3.0 14.3 
Establishment of Iran Oil Expl. 1.0 4.8 
Posts, Telegraphs, Telephone 0.8 3.6 
Social Welfare Works 6.0 28.5 

TOTAL EXPENDITURES 2TJJ 1Ü0.0 
Source ; Julian Bharier, _Economic Development of Iran (Oxford. 1971) 
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An important point of the First Plan was the attempt at 

completing and renovating those projects which were already es¬ 

tablished when the plan went into effect. Production of commodi¬ 

ties such as sugar, cement, tobacco, etc., increased notably 

during the First Seven Year Plan Period. Refined sugar production 

increased 292 percent during the seven year period, a major fac¬ 

tor in this being that two new refineries were completed in 1951. 

The opening of a new cement plant in 1955 brought up production 

of cement by 43 percent. Some other areas of increased produc¬ 

tion were the tobacco industry’s increase of 24 percent, match 

industry 12 percent. Cotton and woolen textile output did not 

make any substantial changes. Although production levels rose 

from a low level and narrow base during this period, the growth 

patterns were-at times very irregular. 

The loss of oil revenues between 1951-1953, dut to the nation¬ 

alization of the oil industry and failure to obtain the proposed 

amount of loans caused the plan to come to a standstill and threat¬ 

ened to overshadow all aspects of Iranian life. Henceforth the 

First Plan executed only about 16 percent of the envisioned pro- 

j ects. 

The resulting recession discouraged the private sector from 

investing in industry and encourage investments in urban housing, 

a field with rising demand. The heavy industries, for the most 

part, developed for and by the government were typically unprofit¬ 

able and plagued by unexperienced management, over-employment, lack 

of budget supports, and foreign competition. 

The share of private investments in total fixed investment 

expenditures was almost negligible. In this plan total fixed 
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public investment expenditures was set at 21 billion Rials and 

later this figure was raised to 26.3 billion Rials. There is no 

figure available as to the extent of private investment in this 

plan. However, we may note that: nThe nationalization of the 

oil industry in 1951 and ensuing crisis, The flan Organization 

losts its source of finance and foreign exchange. Subsequently, 

for a period of more than three years during the oil crisis, little 

could be done to execute the plan. Indeed, for all practical 

purposes, the first plan proved to be abortive. 

B. The Second Development Plan 

(1955-1962) 

The second development plan was drafted in 1954 by the 

government when the loss of oil revenues had just about caused 

the complete failure of the first plan. It was a plan for the 

seven year period from 1955 through 1962. 

Like the preceding plan, the Second Plan was just a string 

of state projects. It had no general target or goal besides total 

expenditures and general direction which was imposed on it by the 

Plan Act. This plan was not a comprehensive plan, it was not oc¬ 

cupied with the overall rate and pattern of development in the 

economy. This plan was financially backed by oil revenues which 

the Iranian Government would receive under the 1954 oil agreement 

and through foreign loans which would be paid out of future oil 

revenues. nThe line of demarcation was based on rather arbitrary 

arrangements for dividing the country’s total oil revenues between 

the plan organization and the ministry of finance for the purpose 

^ Farhad Daftary, Development Planning in Iran: A Historical 
Survey, Iranian Studies, 1973. 
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of financing their respective expenditures. The plan said nothing 

about how the investments of the plan organization were to be co¬ 

ordinated with those of the rest of the government, nor did it con- 
(2) 

cem itself with the general economic policies of the government." 

The Second Development Plan proposed a total outlay of 70 

billion rials ($933 million). Approximately one-fourth of this 

amount was to be used to complete projects which the first plan 

had left unfinished, the remaining three-fourths of this amount 

would be used for new undertakings. During the second year of 

this plan, the authorized expenditures were raised by 20 percent 

(84 billion rials). The sectoral expenditures of the planned and 

actual investment expenditures under the Second Plan are shown in 

Table 2-2. 

Table 2-2: Sectoral Distribution of Planned and Actual Investment 
Expenditures under the Second Plan (1955-1962) 

Planned (Billion Rials) 

Original*' .Jrinal . Actual 
Amt. Pet.. Amt.. Pet. Amt. Pet. 

1. Agriculture and Irrigation 18.2 26.0 25.1 29.8 23.5 31.2 

2. Industry and Mining 10.6 15.1 9.4 11.2 8.8 11.7 

3. Transport and Communica¬ 
tions 

22.8 32.6 34.0 40.5 29.9 39.8 

4. Social Affairs 18.4 26.3 15.5 18.5 13.0 17.3 

70.0U00.0 84.0300.0 75.2 100.0 

Source: Plan Organization, The Second Seven Year Plan (Iran, Tehran, 
1962). 

(2) 
Farhad Daftary, Development Planning in Iran: A Historical 
Survey, Iranian Studies, 1973. 
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It had been originally planned that 80 percent of the oil 

revenues were to be reserved for development each year. The in¬ 

creasing amount of current public expenditures and the unavail¬ 

ability of foreign financial help caused the government to have 

to lower the amount allotted to the Plan Organization. At first, 

they reduced the amount from 80 percent to 60 percent, and then, 

later, again reduced it to 55 percent or less. Under these drastic 

financial changes it is difficult to examine exactly what was hap¬ 

pening to the plan, but a look at the plan’s actual achievements 

at the halfway stage in terns of the original estimates would be 

useful. 

Table 2-3: Projected and Actual Revenues and Expenditures 
Mid 1955'- Ehd 1958   

(Billion Rials) 

Planned Actual Difference 

Total Revenue (from oil) 23.3 22.8 -0.5 
Total Expenditures 3T7ÏÏ TTTT 
Agricultural and Irrigation 5.3 7.8 +27T- 

Communications & Telecommuni¬ 11.2 12.0 +0.8 
cations 

Industries and Mines 5.9 4.8 -1.1 
Public Utilities & Services 8.6 7.8 -0.8 
Other 0.0 1.8 +1.8 

Source: Julian Bharier, Economic Development in Iran (Oxford, 1971). 

Table 2*3 shows that the actual expenditures exceeded the 

planned expenditures in two sectors, vÆiile two of the other sec¬ 

tor’s expenditures were less than what were planned originally. 

For example, in the Agricultural and Irrigation sector the large 

amount of overspending was due largely to: large dam projects 

instead of crop improvements and animal husbandry, and loans to 

farmers for small scale irrigation projects. In a likewise fashion, 
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the greatest portion of the planned expenditures were spent on 

a small number of large textile factories. This left a very 

small amount of expenditures to be made on public health and 

rural development activities. nThe second plan like its pre¬ 

decessor was beset by some lingering administrative difficulties. 

The uncertainties surrounding the magnitudes of available finan¬ 

cial sources (particularly foreign loans); the comparative in¬ 

experience in large-scale planning; lack of coordination among 

various government agencies; and other operating hurdles were in- 
(2) 

strumental in causing some delays and frustrations.” "Diffi¬ 

culties have sometimes arisen for lack of appropriate adminis¬ 

trative machinery for maintaining and operating the physical facil¬ 

ities, when completed projects were turned over to the Iranian 

(4) 
authorities concerned. "v 

There was an unprecedented boon in the economy while the 

revised second half of the Second Plan which was upheld by a sta¬ 

bilization program as inflation gathered strength, and the for¬ 

eign exchange reserves became depleted. 

^ Jahangir Amuzegar, Iran: Economic Development under Dualistic 
Conditions (University of Chicago, 1971). 

( S') 
v Everett E. Hagan, Planning Economic Development (Massachusetts 

Institute of Tech., 1963). 
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Table 2-4: Projected and Actual Revenues and Expenditures 
1959 - mid 1962 

(Billion Rials) 
Planned Actual Difference 

Total Revenues: 
Total Expenditures: 
Agriculture & Irrigation 
Communication & Telecommunication 
Industries and Mines 
Social Affairs 
Regional Development 
New Projects 
Other* 

55.0 53.0 - 2.0 
3XTT T77ÏÏ + 4TTT 
HT TITS' + ÜT7 
18.4 17.5 - 0.9 
2.0 2.5 + 0.5 
7.1 5.9 - 1.2 
8.9 6.1 - 2.8 
1.0 0.2 - 0.8 
4.5 13.0 + 8.5 

* Consists mainly of repayments of loans and interests. 

Source: Julian Bhariar, Economic Development in Iran (Oxford, 1971). 

Most of the anticipated expenditures were not made or used 

completely, and the amounts in which the actual expenditures fell 

short of the expected becomes greater when the rate of inflation 

(45 percent over the plan period) is taken into consideration. 

Actual expenditures surpassed the planned expenditures, and this 

was largely due to the fact that there were heavy repayments of 

loans and the interest of these loans. 

Only 7.9 percent of the total plan was to be expenditures for 

industries and mining. The major reason for the development of 

manufacturing was private investment in brick production, pasteur¬ 

ized milk, rubber goods, leather goods, ceramics, detergents, 

plastic articles, radios, televisions, etc. In the textile pro¬ 

ducing industry the production capacity rose from 60 million me¬ 

ters in 1955 to 418 million meters in 1962. Cement production 

went up to 1.2 million tons from 82,000 tons and sugar production 

rose from 85,000 to 217,000 tons a year. Industrial enterprises 

rose in number from 45,000 in 1957 to nearly 70,000 in 1960. 
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The Second Development plan (1955-1962) called for total 

investment expenditure of 70 billion rials which. was later raised 

to 84 billion rials and then*again, due to increases in costs 

and addition of new projects, to 113 billion rials. However, in 

1959, total investment had to be revised downward to 84 billion 

rials due to financial limitations. 

In this plan heavy emphasis was placed on the development 

of infrastructure and overhead capital. Transportation network 

and irrigation gained a major share among other investment pro¬ 

jects. Irrigation program mainly consisted of three big multi¬ 

purpose system dams. Planned expenditures for transport facil¬ 

ities and dams accounted for almost two-thirds of total planned 

expenditures. Industry and agriculture’s share in total develop¬ 

ment expenditures was very low. 

The degree of private sector’s participation in the second 

development plan is not yet clear. But it can be inferred that 

the downward revision of the plan, total fixed fiscal investment 

expenditures in 1959 might be an indication of the lack of suf¬ 

ficient private participation. Also, it can be inferred that the 

lack of infrastructural facilities could have been a major deter¬ 

rent to the private sector’s attitude toward investment. Despite 

these and other achievements of the first two seven year develop¬ 

ment plans, they can’t really be referred to as "plans”, but 

rather as financial allocations, since they changed so drastic¬ 

ally in the course of time when they were in effect. 
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C. The Third Development Plan 

(1962-1967) 

Originally, the Third Plan was intended to last for five 

years, but that period was extended from the middle of 1962 to 

the end of 1967, or, in other words, to five and a half years. 

This plan was Iran’s first comprehensive plan, and it stated all 

of its major goals for the economy. It was radically different 

from the two previous plans in that, for the first time, it re¬ 

presented a scheme to integrate all the social and developmental 

programs in order to increase the nation’s Gross National Pro¬ 

duct (GNP) by at least 6 percent annually, or a total increase of 

35 or 40 percent during the five and a half years of this plan. 

"The growth target was not set on the basis of very 
careful reasoning or reliable statistics. The lack 
of the required statistics, indeed created many 
difficulties at every stage of planning.”( 5) 

There were also a number of secondary objectives specified 

in the plan, some of the most important were: a) to create an 

appropriate number of employment opportunities, b) to achieve a 

more equal distribution of income, and c) to maintain relative 

price stability and equilibrium in the balance of payments. 

To finance development costs, 55 percent of the oil reven¬ 

ues in the first six months of the year were allocated to the Plan 

Organization. This amount was raised by 5 percent annually until 

the end of the plan period. It reached 80 percent of oil revenues. 

The proposed expenditures of this plan totaled 190 billion rials, 

and subsequently this figure was to be reduced to 140 billion 

rials. This figure raised to 200 billion rials in 1964, and then 

(5) Farhad Daftary: Development Planning in Iran: A Historical 
Survey, Iranian Studies, 1973. 
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again to 230 billion rials in 1965. The different sectoral al¬ 

locations and the actual expenditures are listed in Table 2-5. 

Table 2-5: Projected and Actual Development Expenditures and 
Revenues under the Third Plan (1962-1967) 

(Billion rials.) 

Plan (5% Years) Actual.- (.5.% .Years), 
(1964) (1965) ' 

K5E “Pet. 'Amt. ' Pet. Amt. O
 cr
 

• 

Revenues : 
Revenues from 

Oil 134 61 154 62 153 67 
Treasury Bonds 10 5 13 5 14 6 
Foreign Loans 17 8 61 24 21 9 
Danes tic Loans 48 22 19 8 36 16 
Other 11 5 4 2 5 2 

TOTAL REVENUES 220 100 250 100 229 100 

Less : 
Administration 
Expenses : 4 4 5 
Loans Repayment:16 16 19 

Revenues for 
Development 200 . 230 205 

Expenditures : 
Agriculture & 
Irrigation 
Industries & 

45.0 23 49.0 21 47.3 23 

Mines 21.9 11 27.0 12 17.1 8 
Electricity & 
Fuel 
Communications 
& Telecommuni¬ 

27.0 14 41.5 18 32.0 16 

cations 50.0 25 56.0 24 53.8 26 
Education 17.9 9 17.4 8 17.5 9 
Health 
Labor & Man¬ 

13.9 7 13.5 6 13.2 6 

power 
Urban Devel¬ 

8.0 4 3.6 2 2.8 1 

opment 8.0 4 7.0 3 7.2 4 
Other 8.3 4 15.0 6 13.7 7 

TOTAL EXPEN¬ 
DITURES 200.0 100 230.0 100 204.6 100 

Source: Plan Organization, Third Development Plan (Iran, Tehran, 1968). 
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As a result of the continuation of the industrial recession 

which occurred during the first two years of the. Third Plan the 

ratio of total gross investments to GNP in the year 1962 and 

1963 fell below 15 percent, as compared to nearly 19 percent in 

1960. But as Table 2-6 shows, the latter years compensated for 

the very slow growth of the ratio during the first two years of 

the plan period. 

Table 2-6: Investment and Gross Domestic Product During the 
Third Plan Period (1962-1967) 

(at 1965 prices)   (Billion rials) 

Year Fixed Domestic 
Investment 

Gross Domestic 
Product 

Ratio of Fixed Domestic 
Investment to Gross Do¬ 
mestic Product 

1961 69.1 348.2 19.8 
i ■ 

1962 48.7 374.2 13.1 
1963 58.4 400.4 14.7 
1964 65.3 416.1 15.8 
1965 83.8 476.1 17.8 
1966 95.0 523.8 18.3 
1967 106.5 578.4 18.4 

There was a very noticeable drop in the private sector in¬ 

vestment due to the fact that the private sector lacked confi¬ 

dence for investing after the recession at the end of the second 

plan, and because of effects of the land reform program. In 1962 

the private sector investment reduced by 7.1 billion rials com¬ 

pared to 1961, whereas public sector investment drop was 2.8 

billion rials. Investment contributions from the public and pri¬ 

vate sectors during the plan period are shown below: 
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Table 2-7 : 

(at 1965 prices) 
Total Fixed Public Sector Private Sector 

Year Investment Investment Investment 
Amt. » Pet. Amt. Pet. 

1961 58.6 18.9 32.3 39.7 67.7 

1962 48*7 16.1 33.0 32.6 67.0 
1963 58.-4 18.9 32.4 39.5 67.6 
1964 56.3 21.0 32.1 44.3 67.9 
1965 83.8 35.8 42.7 48.0 54.3 
1966 95.0 42.8 45.1 52.2 54.9 
1967 106.5 60.7 57.0 45.8 43.0 

5% Years 433.4 187.3 43.2 246.1 56.8 

Source: Plan Organization, Third Development Plan (Iran, 
Tehran, 1968). 

During the Third Plan Period the economic development did 

not suffer from the balance of payments constraint or inflation 

such as was felt during the Second Plan Period. The reason for 

this is threefold: first, the private consumption expenditures 

were allowed to grow at a faster rate than during the previous 

plan and were met by increased production from the private owned 

consumer goods industries; second, many of the projects of the 

Second Plan began to pay dividends during this period; third, the 

oil revenues were now enought to meet the growing import bill, 

either by bonus payments, or modifications of royalty, production 

or taxation terms. 

The Third Plan marked a new threshold in Iran’s economic 

development, especially in the latter part of the plan. The 

large industrial projects such as those dealing with aluminum, 

steel, petrochemicals, automobile assembly, etc., showed notable 

accelerations in growth. There was also rapid growth in electrical 
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appliances, food, beverage, textiles, manufacturing, etc. 

During the Third Development Plan more attention was paid 

to the industrial and mining sector. This Plan’s main objective 

was to set up and further develop industries which would be like¬ 

ly to increase the national income. Other objectives of this 

plan included increasing employment, saving foreign exchange, 

etc. The government stated that it would invest in industry 

only in those cases where private sector could not manage alone 

either financially or technologically. In the following chart, 

Table 2-8, projected investments in industry and mining during 

the Third Plan are listed by the major category of investment. 

Table 2-8: 

 (Million rials) 
Category of investment ' ' Projected Investment: 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

Development of 10 major existing indus¬ 
tries (cotton, textile, woolen textiles, 
vegetable oils, sugar, dried fruit, dates, 
carpet-weaving, leather, glass, fruit and 
vegetable canning) 9,624.04 

Establishment of major new industries 
(steel, paper, artificial fibers, petro¬ 
chemicals ) 16,740.75 

Mining 3,598.13 

Small-scale and medium-sized industries 18,342.86 

Development of fertilizer, tea and to¬ 
bacco industries, fisheries, and other 1,204.43 

Miscellaneous projects (studies, technical 
and financial aid) 2,105.85 

Spare parts and overhauls 13,544.16 

65,160.16 

Source: Plan Organization, Third Development Plan (Iran, Tehran, 
1968) 
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It was estimated that to achieve the objectives of the Third 

Plan regarding industry and mining, 65,160 million rials would be 

invested by public and private sectors. Forty-seven percent 

(30,650 million rials) would be invested by the private sector 

and 53 percent (34,510 million rials) by the public sector. 

During the Third Plan the level of actual investment was much 

greater than what had been expected. Public and private sectors 

invested a total of 70,000 million rials, of which 46,000 was 

invested by the private sector, and 24,000 by the public sector. 

As was mentioned before, the private sector wasn’t too willing 

to invest due to the recession in progress at the start of this 

plan period. But from 1964 private sector’s investment began to 

increase gradually. The industrial banks were of significant 

importance in this reversal of willingness to invest. The govern, 

ment’s policy of encouraging and protecting industrial invest¬ 

ment was also very helpful in restoring the private investor’s 

confidence and to channel the private sector’s savings to the 

industrial sector. Because of this renewed confidence and in¬ 

creased investments, the manufacturing of goods became much more 

diversified and this encouraged other industries, in addition to 
(6) 

encouraging the oil industry. 

^ ^Jahangir Amuzegar and M. Ali Fekrat, Iran: Economic 
Development Under Dualistic Conditions (The University of 
Chicago Press, 1971) where we note that: 

”A notable achievement of the Third Plan in connection with 
much-discussed, long-postponed steel mill was the agreement 
which was concluded with the USSR in January 1966. Under 
this agreement, the Soviet Union advanced a twelve year 
credit of 260 million rubles ($286 million) to Iran at an 
annual interest rate of 2.5 percent to help to finance a 
steel mill, a gas pipeline, and a machine-tool factory. 
Iran agreed to install the Iranian Gas Pipeline to supply 
gas to the USSR for fifteen years, starting in 1970.” 
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In the Third plan the degree of private participation in in¬ 

vestment programs received a new momentum. (Table 2-7). The up¬ 

ward surge of private industry has had various causes. Ranking 

high among them have been the initiative, hard work, and the 

management ability of the private entrepreneurs of Iran. Basic 

to the rise was also the philosophy of the government aimed to 

set up an equilibrium between small-scale, medium-sized, and 

large-scale industries; to establish industrial enterprises in 

undeveloped areas of the country; to spread the knowledge and 

use of modern business methods; and by technical and vocational 

training to increase the crucially-needed numbers of skilled 

workers essential to modern types of agriculture, as well as in¬ 

dustrial operations. In addition to individual initiative, gov¬ 

ernment and the banking system have provided incentives to push 

private investment forward. Advantages in securing licenses, tax 

exemptions, customs rebates, credits and funds from various govern¬ 

ment departments, especially the Plan Organization, have all helped. 

Total fixed investments were originally set at 290 billion 

rials (at 1960 prices). The share of public sector was 58.5 percent 

(158 billion rials), and the remaining 41.5 percent (132 billion 

rials) was to be invested by the private sector. To allow for 

recurrent development expenditures, the above targets were raised 

to 140 billion and 158 billion rials respectively. Actual private 

investment (at constant prices) turned out to be significantly in 

excess of planned magnitude, namely 248.6 billion rials. 

Total public sector investment in real terms only slightly 

exceeded the original target of the plan and added up to 165.2 

billion rials. Total fixed investment of both sectors in fixed 
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prices amounted to 413.8 billion rials, compared to the original 

target of 290 billion rials. 

The performance of the Third plan (1962-1967) was in gener¬ 

al terms uneven. The annual rate of growth of industrial sector 

reached 12.7 percent despite economic stagnation at the begin¬ 

ning years of the third plan. The annual rate of growth of ag¬ 

ricultural sector, however, suffered a reduction from its pro¬ 

jected level of 4 percent due to severe drought and an extremely 

cold winter which was fatal to livestock, and lack of private in¬ 

vestment in agriculture due to the unsuitable investment climate. 

The nain reason goes back to government priorities in the Third 

Plan. During 1962-1967, there was greater emphasis on economic 

infrastructure and industry than on agriculture and social over¬ 

heads. Agricultural growth was hampered in part owing to inad¬ 

equate attention paid to water distribution networks. The con¬ 

struction of large dams was initiated, and in some cases completed 

during the plan period (1962-67), but insufficient funds were al¬ 

located for distribution networks, with the result that the uti¬ 

lization of available water resources remained low. Moreover, 

high industrial prices, maintained behind high tariffs, indus¬ 

trialization has been carried out at a high cost to agriculture. 

A concomitant of over-investment in manufacturing industry has 

been inadequate investment in agriculture. The realized annual 

rate of growth of agriculture was 2.8 percent during the third 

plan. 

D. The Fourth Development Plan 
(1968-1972) 

Iran’s Fourth Plan, covering the five year period from 
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March 1968 to March 1972, was the most comprehensive and most 

ambitious of all the development plans yet formulated. This plan 

called for a total investment of 810 billion rials ($10.8 bil¬ 

lion), divided between 443 billion rials (55 percent) of public 

and 367 billion rials (45 percent) of private capital investment. 

Cf this total, 92 percent was financed domestically, while the 

remaining 8 percent was financed by foreign resources. The con¬ 

tribution of the oil sector to this extraordinary effort via in¬ 

direct influences hardly needs elaboration. According to the 

Fourth Plan, Iran expected to receive 487 billion rials ($6.5 

billion) from the oil sector, of which 80 percent (385 billion 

rials) would be allocated to the Plan Organization, and the re¬ 

maining (102 billion rials) would be absorbed by the government 

for routine public expenditures. Table 2-9 shows the sources 

and uses of funds of the Plan Organization during the Fourth Plan 

period. 

Table 2-9: Projected Revenues and Expenditures under the Fourth 
Plan Period (1968-1972) 

(Billion Rials) 

Amount Percent 
Revenues : 

Plan Organization Share of Oil Revenues 385 63.1 
Foreign Loans 150 24.6 
Gas and Petrochemicals 21 3.4 
Treasury Loans 50 8.2 
Other 4 0.7 

Total Revenues 610 100.0 
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Table 2-9 (contd.) 

Expenditures : 

New Development Proj ects : 

(Billion Rials) 
Amount Percent 

.480 78.7 

a. Agriculture and 
Livestock 65.0 13 

b. Industry and Mining 99.0 21 
c. Gas and Oil 26.3 5 
d. Water 48.5 10 
e. Power 38.0 8 
f. Transport. S- Com¬ 

munications 80.0 17 

g. Telecommunications 
S- Broadcasting 20.3 4 

h. Rural Development 9.1 2 
i. Urban Development 7.0 2 

j. Construction & Housing 23.0 5 
k. Education, Arts & 

Culture 36.8 7 
1. Tourism 3.8 1 
m. Health 13.8 3 
n. Social Welfare 4.8 1 
0. Statistics, Research, 

etc. 4.6 1 

480.0 100 

Third Plan Projects 45 7.4 
Gas Transmission 5 0.8 
Foreign Debt Repayment 47 7.7 
Domestic Debt Repayment 28 4.6 
Administrative and Other 5 0.8 

Total Expenditures 610 100.0 

Source : Plan Organization, Fourth National Development Plan, 
1968-1972 (Tehran, 1968) 

The Fourth Plan seeked to increase the real GNP of 9.3 percent 

per annum, thereby raising GNP per head to $359, compared with 

$257 at the end of 1967. Cne million new jobs would be created 

of which more than 40 percent would be absorbed in industries. 

In broad terms, this plan aimed at (a) acceleration of economic 

growth in all sectors, but particularly through heavy industrial¬ 

ization in a variety of fields, including steel, aluminum, copper 

lead, zinc, petrochemicals, and engineering industries; (b) scien 

tific water preservation and water resources development; (c) 
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rapid expansion of the power supply and the construction of a 

national grid system; (d) utilization of natural gas for domes¬ 

tic consumption, as well as export; (e) more equitable income 

distribution through the extension of welfare services, particu¬ 

larly education, health and rural rehabilitation and urban devel¬ 

opment; (f) decreasing dependence on foreign markets for food and 

raw materials; (g) export diversification to reduce the heavy 

dependence on oil income; (h) modernization of production and 

management techniques, particularly in agriculture. 

Specific development targets in the new plan were revealing. 

In tiie industrial sector, a steel mill with a 1.2 million ton 

capacity was to be built, a 45,000 ton capacity aluminum plant 

would be erected, and construction was to be finished on three 

petrochemical plants that were going to produce fertilizers, 

detergents, liquid gas and other chemicals. In transport and 

communications, more than 2700 miles of new highways, 8000 miles 

of feeder roads, and 1000 miles of new railways was. to be com¬ 

pleted; port capacity was going to be almost doubled from 4 mil¬ 

lion tons; eleven of the country’s airports were to be expanded 

and equipped, and six additional, including two international 

ones, would be built. 

During the Third Plan, the private sector’s share in in¬ 

dustrial investments was considerably greater than that of the 

public sector, but in view of major existing projects such as the 

establishment of the steel, petrochemical, machinemaking and 

aluminum industries, as well as future ones such as the manufacture 

of tractors, various mechanical engineering and defense industries, 

the government’s share in industrial and mining investment would 
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rise considerably. 

Table 2-10 : Fourth Development Plan Allocation and Investment 

Field Plan Allo¬ 
cation 

Government 
Direct 
Investment 

Private 
Invest¬ 
ment 

Admis. 
Outlays 
of Plan 

Total 
Develpmt. 
Investment 

Industry & Mines 99.0 87 120 6 207 

Trans porta ti on 80.0 78 20 2 98 

Water & Power 86.5 98 2 3 100 

Agriculture & 
Animal Husbandry 65.0 25 41 20 66 

Education and 
Manpower 36.8 15 8 20 23 

Housing and Urban 
Development 32.1 40 68 - 108 

Oil and Gas 26.3 42 52 - 94 

Telecommunicatiens 20.3 28 - 1 28 

Health & Welfare 18.6 17 7 9 24 

Other 15.4 14 49 4 63 

Total"' 480.0 443 367 65 810 

Source: Plan Organization, Fourth Development Plan (Tehran, Iran), 
1968. 

The Fourth Development Plan was completed in March 1973. 

The actual rate of growth was about 11.6 percent, this rate being 

about 2 percent higher than the primary objectives of the growth 

rate (9.4 percent). The planned and actual sectoral percentage 

of average annual growth rates (1962-1972) are shown in Table 2-11. 
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Table 2-11 

Growth Rate 

Planned Actual 

Agriculture 4.4 3.9 
National Oil 15.3 15.2 
Industry and Mines 12.4 13.0 
Services 7.5 14.2 
GNP 9.4 11.6 

Source: Central Bank of Iran, National Income of Iran 
1959-1972 (Tehran, Iran, 1973) 

Table 2-11 shows that the rate of growth of industries and 

mines was about 13 percent. Most of the increase in industrial 

production had been due to an expansion of the electrical and 

automotive industries. (Protected against foreign competition, 

the automotive industry has thrived in recent years). On the 

basis of classifying the industrial products into capital goods, 

intermediate goods - non-durable consumer goods - production of 

capital goods showed a rapid rise during the Fourth Plan periods, 

growing at an annual average rate of about 28 percent. Non-dur¬ 

able consumer goods came second with 14.8 percent growth rate. 

The growth rate of intermediate goods was about 11.4 percent. 

The growth rate of the agriculture sector suffered a re¬ 

duction from its projected level (4.4 percent), due to the same 

problems as mentioned in the Third Plan. The realized growth rate 

of this sector was about 3.9 percent during the Fourth Plan. 

According to the preliminary estimates of the Fourth Plan, 

total investment and development disbursements of the Plan Organ¬ 

ization for industries and mines had been set at 99 billion rials 

which was consequently revised and increased to 116 billion rials. 

Capital formation in industries and mines (public and private 
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sector) amounted to 145 billion rials. The average annual growth 

rate of investment in this sector advanced by 17.1 percent, result¬ 

ing in a rise . of 2.4 percent in the share of industries and mines 

out of total gross fixed domestic capital formation. Government 

investment showed a tendency towards capital intensive industries 

such as the steel mill, aluminum smelting, and machine manufac¬ 

turing. About 84 billion rials (58 percent) of the total of 145 

billion rials investment in industries and mines was invested in 

machinery and equipment. Despite the increased production of 

domestically-made capital goods, imports of these goods also rose 

due to a higher demand for investment in industry and mining. The 

other industries receiving more attention were the chemical and 

petrochemical, mechanical and electrical industries, absorbing 

24 billion rials of the development disbursement. During the plan 

period, total inflow of foreign private loans and capital amounted 

to 10 billion rials, enjoying an average annual growth rate of 

about 15 percent. The major portion of private foreign loans and 

capital went to petrochemicals, tyre making, pharmaceuticals, 

electrical and electronic industries, respectively. In this per¬ 

iod, 50 percent of total foreign investment in Iran was made by 

American investors. Germany and England contributed to the total 

investment by 14 and 10 percent, respectively. 

There have been some weaknesses in all four plans. Some 

of these shortcomings are inherent in all simplified plans that 

do not make sufficient use of modern econometric techniques. 

Others are chiefly a reflection of the relevant and reliable data 

(the development of statistical systems for the collection of 
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reliable socio-economic data for appraising the performance of 

the Iranian economy is not at an advanced stage). In addition, 

many of the problems are also due to a shortage of planning ex¬ 

perience . 

In terms of comprehensiveness, the planning scope has been 

limited. All four phases have dealt mainly with the public sec¬ 

tor. There has been little formal consultation with private 

industrial and financial groups. The projections, expectations 

and targets for the private sector have been indicative and ex¬ 

pectedly unenforceable. The framework of the plans has been pre¬ 

pared by the Plan Organization, often with little or no direct 

participation from regular government ministries (and virtually 

none from the private sector). The responding agencies have felt 

little or no commitment to follow the planners1 lead. Not only 

has the realization of the planned pattern of development been 

hampered by the lack of identification and coordination between 

the planners and the responding forces, but the planners them¬ 

selves have not been able to foreclose major unplanned projects. 

Another problem in development planning in Iran is that the 

planning, like all other government activity, is a Tehran (capital 

city) operated function. This holds true for the second plan as 

well as for the third and fourth plans. In the case of the second 

plan, the concentration of decision-making in Tehran has contri¬ 

buted to the general lack of coordination of development programs.. 

In the third and fourth plans there should have been a déconcen¬ 

tration and decentralization, because the emphasès were being 

placed on small means and on human resources development programs. 

These programs involved tens of thousands of decisions, each of 



27 

which affected only a minor locality and a limited number of people, 

and could not possibly have been administered fran Tehran only. 

The great differences between regions also necessitate a device 

by vdiich the local need potentialities and performances can in¬ 

fluence the planning and the programming. 

III. Growth and Structural Change in Iran’s 
Manufacturing and Industry 

Iranian manufacturing, until the early 1960’s, was domi¬ 

nated by cottage industries, particularly carpet weaving, and non¬ 

durable consumer goods industries (Table 3-1). The intensive in¬ 

dustrialization during the 1960’s had the twofold purpose of re¬ 

ducing the economy's dependence on exports of primary products 

and of increasing the rate of economic growth. 

The growth of manufacturing has not been without its prob- 
(7) 

lems. The early import substitution stage led to high prices 

for finished products domestically, and an enlarged import bill 

for intermediate and capital goods. Concentration on the middle 

and upper income end of the domestic market, together with the en¬ 

couragement of excessive entry into some industries, led to frag¬ 

mentation of production. Lack of agricultural raw material sup¬ 

plies has always been a problem, and so has the shortage of skilled 

labor and management. Currently booming domestic demand and re¬ 

strictions on competitive imports have reduced the incentive to 

export. If this trend continues, manufacturing will increasingly 

become inward oriented. 

(7) See Appendix A for the definition and measurement of import- 
substitution used in this study. 
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Table 3-1. Production of Major Industrial Products: 
195S-56, 1959- 60, 1962- 63 

INDUSTRY NAME 1955-56 1959-60 1962-63 
Percent 

Increase 

Cement (thousand tons) 131 810 750 473 

Sugar (thousand tons) 75 110 270 260 

Vegetable Oil (thousand tons) nil 20 45 — 

Soaps (thousand tons) 15 35 50 233 

Cotton Textiles (million 
meters)* 34 160 260 665 

Woolen Textiles (million 
meters) 2 2.1 6 200 

Glass (thousand tons) 4 5 n.a. — 

* Does not include hand-woven textiles 
40 million meters in each year. 

, which amounted to 

Source: Benedick (R.E.), "Industrial Finance In Iran," Divi¬ 
sion of Research, Graduate School of Business Admin¬ 
istration, Harvard University, Boston, 1964. 

It will not be possible to present a thorough analysis of 

industry’s performance because of the unreliability of the basic 

data. But, within the limits of the available data, some light 

can be cast on certain key analytical aspects and policy implica¬ 

tions that may be useful to industry’s future development. 

This chapter is concerned with the basic structural features 

of manufacturing production in Iran, namely (a) growth and struc¬ 

ture change, (b) industry strategy and policy and, (c) the pattern 

of industrial growth. 

A. Growth and Structure Change 

1. Gross Value Added: 

Gross value added in manufacturing increased at an average 
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(S) 
rate-of 12.3 percent during 1962-72 in real terms. The pace 

of growth in real value added accelerated slightly towards the 

end of the 1960’s averaging 12.6 percent per year during 1968-72, 

while the share of manufacturing activity in GNP increased from 

12.4 percent in 1962 to 14.1 percent in 1972. The direct contri¬ 

bution of manufacturing to overall economic growth was about 15 

percent in real terms in the period 1959-72. (Table 3-2). 

Table 3-2: Growth and Shares of Manufacturing Value Added 

1959-61 1962-67 1968-72 1959-72 1962-72 

Gross Value Added 
(%) (The rate of 
growth) 7.0 11.8 12.6 11.9 12.3 

Share in GNP (%) 11.2 12.6 13.8 12.8 13.3 

Share in 
GDP (%) 

incremental 
12.3 15.3 15.1 14.7 15.2 

Source: Bank Markazi Iran, Bureau of National Accounts, 
’’National Income of Iran (1959-72)," Iran-Tehran, 1974. 

2. Gross Value of Output: 

A summary of the percentage increases in gross value of out¬ 

put in current prices and 1969 constant prices for the entire per¬ 

iod (1959-72), and the three sub-periods (1959-1964, 1964-1968, 

and 1968-1972), are presented in Tables 3-3 and 3-4. 

(8) 
These figures exclude oil refining. 
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Table 3-3: Percentage Increase in Gross Output of Manufacturing 
Industry 

SITC 
CODE 

... INDUSTRY NAME 
1959- 
1964 

1964- 
1968 

1968- 
1972 

1959- 
1972 

0 Food & Beverage & 
Tobacco 96 193 45 732 

26 Textiles 99 74 57 443 
84 Apparel 118 369 90 1843 
24 Wood & Furniture 291 30 95 289 
21 Leather -16 100 66 179 . 

64 Paper & Printing 143 212 119 1557 
62 Rubber 400 153 50 1800 
55 Chemicals 253 134 141 1893 
33 Oil & Coal Products 5 38 15 66 
67 Basic Metals 300 367 245 6333 
69 Metal Products 153 72 76 670 
66 Nonmetallic Minerals 72 70 96 474 

71 Machinery (non¬ 
electrical) 200 600 262 7500 

72 Electrical Equipment 500 575 136 9450 
73 Transport 427 85 155 2387 
8 Miscellaneous 240 82 19 640 

Total Manufacturing 90 129 70 637 

Consumer Non-durable 99 152 56 678 

Intermediate 53 80 81 400 

Consumer Durable & 
Capital 383 151 143 2843 

Source: Appendix B(l)-(4) 
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Table 3-4 : Percentage Increase in Gross CXitput of Manufacturing 
Industry (1969 = 100) 

SITC 
CODE 

INDUSTRY NAME 1959-64 1964-68 1968-72 1959-72 

0 Food & Beverage & 
Tobacco 109.44 202.65 43.20 695.40 

26 Textiles 112.86 77.70 54.72 420.85 
84 Apparel 134.52 387.45 86.40 1750.85 
24 Wood & Furniture 331.72 31.50 91.20 274.55 
21 Leather -18.24 105.00 63.36 170.05 

64 Paper & Printing 160.16 220.48 111.86 1494.72 
62 Rubber 448.00 159.12 47.00 1728.00 
55 Chemicals 283.36 139.36 132.54 1817.28 
33 Oil & Coal Products 5.60 39.52 14.10 63.36 
67 Basic Metals 336.00 381.68 230.30 6079.68 
69 Metal Products 171.36 74.88 71.44 643.20 
66 Nonmetallic Minerals 80.64 72.80 90.24 455.04 

71 Machinery (non¬ 
electrical) 224.00 624.00 246.28 7200.00 

72 Electrical Equipment 560.00 598.00 127.84 9072.00 
73 Transport 478.24 88.40 145.70 2291.52 
8 Miscellaneous 260.80 85.28 17.86 614.00 

Total Manufacturing 100.80 135.45 66.66 605.15 

Consumer Non-durable 112.86 159.60 53.76 644.10 

Intermediate 59.36 83.20 76.14 . 384.00 

Consumer Durable & 
Capital 428.96 157.04 134.42 2724.28 

Source: Appendix B(l)-(4) 
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As Table 3-3 shows, there is a wide range of growth rates 

for different industries in all periods. There has been a de¬ 

celeration in the rate of growth of consumer non'-durable (except 

for 1964-1968 sub-period), and consumer durable and capital goods 

industries. But the rate of growth of intermediate goods pro¬ 

duction accelerated over the entire period under study. The in¬ 

termediate goods industries have been growing at relatively slower 

rates than consumer and capital goods industries. The consumer 

durable and capital goods had the highest rate of growth (383 per¬ 

cent) in sub-period 1959-1964, as compared to consumer non-durable 

and intermediate goods. In the second sub-period, consumer non¬ 

durable goods had the highest rate of growth (152 percent). The 

rates of growth of intermediate goods industries in the sub-per¬ 

iods 1964-1968 and 1968-1972 had no significant differences. In 

terms of the pattern of growth rates within industrial sub-groups 

in each period, it is clear that the high growth rate for invest¬ 

ment and related goods industries was a general phenomena in all 

such industries and that the high growth rate was not simply the 

result of domination of the group of one industry. 

3. Production Structure: 

Manufacturers of consumer, intermediate, and capital goods 

have grown at steady rates in terms of gross value added and value 

of output at current prices, yet as one would expect in an economy 
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which was initially dominated by the manufacturing of nondurable 

consumer goods, the growth of intermediate, durable consumer and 

capital goods has begun to outstrip the growth of nondurable con¬ 

sumer goods. (Table 3-5). 

Table 3-5: Growth And Shares Of Value Added By Broad 
Economic Categories (1959-1972) 

Annual Growth Share in In- 
Rate cremental Value 

Added 

Total: All Industries 15.7 100 

Non-durable Consumer Goods (%) 10.7 33.2 

Intermediate Goods {%) 19.3 31.3 

Durable & Capital Goods (%) 21.0 41.0 

Source: Bank Markazi Iran (Central Bank of Iran): Annual Report 
and Balance Sheet (Iran, Tehran, 1960-1973). 

Most of the growth of non-durable consumer goods occurred in pro¬ 

cessed food, wearing apparel, and textile industries. Among 

these, the apparel industry expanded rapidly at an annual rate of 

about 25 percent in real terms. The intermediate goods industry 

also grew rapidly during the decade. In particular, the contri¬ 

bution of the basic metal industries to value added increased from 

100 million rials in 1962 to more than 8 billion rials in 1972, 

while there was a tenfold rise in value added in printing and pub¬ 

lishing and rubber products. 

Value added in durable and capital goods industries increased 

from three billion rials in 1962 to 20 billion rials in 1972. More 

than half of this was contributed by the motor vehicles industry, 

with a further third by manufactured electrical equipment. Sever¬ 

al new products, such as paper, fertilizer, steel pipes, aluminum, 
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automotive deisel engines, electrical fans, and insulated cables, 

were produced in Iran for the first time. Production of several 

other commodities, such as detergents, sheet glass, iron profiles, 

gas stoves, television sets, refrigerators, and passenger cars, 

increased phenomenally, though admittedly from a low base. 

(Table 3-6). 

Changes in the structure of Iranian manufacturing, there¬ 

fore, have been substantial during 1962-72. The increasing soph¬ 

istication of the sector and its decisive move towards a vertical 

integration of production augurs well for future growth. Emphasis 

on capital goods industries reflects the need to furnish a solid 

base for integrated industrial growth as well as diversified econ¬ 

omy. 
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4. Domestic Investment ; 

Industrial investment increased from 5 billion rials in 1962 

to 65 billion rials in 1972. Even when adjusted, for price rises, 

the resulting ninefold increasè in real terms is still very large. 

Net fixed investment during the Third Plan was 63 billion rials, 

and it was 250 billion rials in the Fourth Plan. The changes in 

the structure of investment by broad economic categories and pro¬ 

duct groups are even greater. (Table 3-7). 

Table 3-7 : Distribution of Industrial Investment In the Third 
and Fourth Plans by Broad Economic Categories 

Total Manufacturing 

Non-durable consumer goods (%) 

Intermediate goods (%) 

Durable & capital goods (%) 

Third Plan 

100.0 

62.7 

20.4 

15.1 

Fourth Plan 

100.0 

29.3 

57.5 

12.7 

Source: Ministry of Economy, Bureau of Statistics: Iranian 
Industrial Statistics (Iran, Tehran, 1972). 

Investment in non-durable consumer goods was 63 percent of net 

fixed investment during the Third Plan, with more than half be¬ 

ing in food processing and textiles, and a further 10 percent in 

transport equipment (motor vehicles) manufacturing. In the Fourth 

Plan, the combined share of these three industries in investment 

outlays was reduced to 25 percent, though the amount of invest¬ 

ment increased from 39 billion rials to 63 billion rials. Invest¬ 

ment in basic metals rose from a negligible amount of 1.4 billion 

rials in the Third Plan to 60 billion rials during the Fourth 

Plan, largely because of the Esfahan Steel Mill. Investment in 

chemical products also rose sharply from 2.7 billion rials to 34 



billion rials. Other important manufacturing industries were non¬ 

electric machinery, paper, and tobacco. 

5. Foreign Private Investment: 

Foreign private investment in Iran, excluding the oil sector, 

was 3 billion rials in the Third Plan, and 9.7 billion rials in 

the Fourth Plan, of which approximately 80 percent was in manu¬ 

facturing and 12 percent in mining. Petrochemicals, rubber pro¬ 

ducts, pharmaceutical and chemical industries received almost half 

of the total gross inflow of foreign private capital and loans. 

(Table 3-8). 

Table 3-8: Gross Inflow of Foreign Private Capital And Loans 
To Iran By Selected Industries During the Third & 

Fourth Plan 

Third Plan “ Fourth Plan . 
Million Rials Percent.. Million KiàjLS percent 

Petrochemicals 120 4.0 2200 22.7 
Rubber Products 750 25.4 1230 12.6 
Pharmaceuticals & Chemicals 680 23.0 1210 12.5 
Metallurgical Industries 220 7.5 960 9.9 
Mining 510 17.1 960 9.9 
Others 690 23.2 3120 32.2 

All Economic Activities 2970 100.0 9680 100.0 

Source: Bank Markazi Iran (Central Bank of Iran): Annual Report 
and Balance Sheet (Iran, Tehran, 1960-1973). 

During the past decade, United States enterprises have been 

important foreign investors in Iran, accounting for almost half 

of the entire gross inflow of foreign funds. Germany and the 

United Kingdom also increased their already substantial invest¬ 

ments in Iran, while investment by Japanese enterprises increased 

dramatically from 20 million rials in the Third Plan to 425 million 

rials in the Fourth Plan. 
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6. Public Investment: 

The Government invested more than 100 billion rials in manu- 

(9) 
facturing industry during the Fourth Plan. (Table 3-9). This 

was concentrated in two industries - basic metals and petrochem¬ 

icals - which received almost 85 percent of local public invest¬ 

ment in manufacturing. 

Table 3-9: Public Investment In Manufacturing By Major 
Industries During the Fourth Plan 

Billion Rials Percent 

Basic Metals 59.5 58.7 

Petrochemicals & Chemicals 24.2 23.9 

Capital & Durable Goods 10.7 10.6 

Food Processing & Tobacco Products 5.9 5.8 

Others 1.0 1.0 

All Manufacturing 101.3 100.0 

Source: Bank Markazi Iran (Central Bank of Iran): Annual Report 
and Balance Sheet (Iran, Tehran, 1960-1973). 

7. Manufactured Exports : 

During 1962-1972, Iran's exports increased by 13 percent per 

annum, but manufactured exports increased at only half that rate. 

Hence, the share of manufactured exports in merchandise exports 

decreased from 29 percent in 1962 to 17 percent in 1972. Exports 

of oil were mainly responsible for this trend, since the value of 

these exports weighed heavily in the overall export performance 

^ In addition, the government spent 1.9 billion rials on 
mining, 1.3 billion rials in technical assistance, and 8.5 
billion rials in loans or equity to private investors. 
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of the economy. The composition of manufactured exports has 

changed significantly during the decade. The dominance of hand- 

woven carpets in non-oil exports was gradually declined, as the 

exports of modem manufactured products, such as canned fish, 

rubber tires, clothing, and knitted fabrics, etc., increased 

rapidly. (Table 3-10). 

8. Imports : 

Iran’s merchandise imports increased at 16.5 percent per year 

during 1962-72, and were worth 2.5 billion U.S. dollars in 1972. 

(Table 3-11). During the decade, the composition of merchandise 

imports changed considerably in favor of consumer durables and 

capital goods, whose share increased from 32 percent to 43 per¬ 

cent, while the share of non-manufactured products declined. In 

particular, capital goods imports increased rapidly because of 

the fast pace of industrialization and the overall growth of the 

economy. Imports of capital goods accounted for almost half of 

the increase in imports during the Third Plan, and somewhat less 

than half during the Fourth Plan. Machinery imports increased 

from $100 million in 1962 to $600 million in 1972, while the Iran¬ 

ian motor vehicle industry, which has largely relied on imported 

components and parts, caused a large increase in the imports of 

automobile chassis and parts. Imports of intermediate goods, 

including basic metal products, increased at an annual rate of 

15 percent per year. Most of this increase was due to imports of 

iron and steel, although imports of aluminum and copper also in¬ 

creased substantially. Domestic production of some of these items 

did not begin until the early 1970's. Almost the entire increase 

in imports of non-durable consumer goods was contributed by tex- 
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Table 3-11: Composition of Imports, 1959-1972 
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tiles (60 percent), and processed food (30 percent). Since do¬ 

mestic production of processed food did not rise fast enough, an 

increasing proportion of domestic demand had to be met through 

imports. 

9. Import Substitutions : 

Like many developing countries in the 1960's, Iran’s indus¬ 

trialization strategy was dominated by import substitution. A 

good indicator of this process is the ratio of total imports to 

market availability which decreased from 28 percent in 1962 to 

25 percent in 1972. For intermediate goods, the ratio of imports 

to market availability decreased from about 48 percent in 1962 to 

about 36 percent in 1972, with import substitution dominant in 

paper and paper products. Although the full effect of import sub¬ 

stitution on capital and durable goods imports is not apparent from 

the aggregate data, the example of electrical machinery can be 

taken. Iran's output of electrical machinery rose remarkably, 

from 500 million rials, to 20 billion rials, over the decade. The 

industry entered into new products such as switchboards, copper 

cables and wires, telephone receivers, and equipment, storage and 

dry batteries. Output of refrigerators, television sets, coolers 

and other electrical appliances increased substantially, and im¬ 

ports of those items was reduced. In 1962 imports of electrical 

goods supplied 87.percent of the total demand, in 1972 50 percent. 

The sources of output growth are presented in Tables 3-12 and 

3-13 for the entire period 1959-1972, and the three sub-periods 

1959-1964, 1964-1968, and 1968-1972. Import substitution and ex¬ 

pansion of domestic and export demand are the major sources of 

growth that will be analyzed and examined. We will consider the 
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1959-1972 period as our entire period and designate 1959-1964, 

1964-1968, and 1968-1972 as our three sub-periods. We deliber¬ 

ately have taken each one of our three sub-periods over a four 

year time duration in order to study our sources of growth over 

the same length of time. 

By considering first the rows of all manufacturing industry, 

we find striking difference among periods one, two and three. 

Import substitutions over the entire period accounted for 25 per¬ 

cent and export expansion for 5 percent of output growth. Vir¬ 

tually the highest increase due to import substitution and export 

expansion occurred during the first sub-period (1959-1964). How¬ 

ever, when both contributed over 29 percent of output growth. 

In sub-periods two (1964-1968) and three (1968-1972), domestic de¬ 

mand was the cause or source of virtually seven-eighths of the ex¬ 

pansion in domestic output. 

The lowest panel of the table shows that for the entire per¬ 

iod (1959-1972) import substitution was about 71 percent for con¬ 

sumer durable and capital and 29 percent for intermediate goods 

and 13 percent for consumer nan-durable goods. Import substitu¬ 

tion in consumer durable and capital goods occurred principally 

in transport equipment, machinery and electrical equipment. Ex¬ 

port expansion was of major importance in intermediate goods, 

primarily as a result of the growth of the oil industry. In the 

sub-period 1959-1964, import substitution for consumer non-durables 

was 16 percent of output growth, and in the sub-period 1964-1968, 

it declined to 9 percent. And it declined at a tremendous rate to 

-4 percent (negative import substitution) in the last period 

(1968-1972). This decline was due to the rapid rate of growth 
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in imports of agricultural products. 

Import substitution for intermediate goods declined from 

27 percent in the 1959-1964 period, to 8 percent in the 1964-1968 

period as a result of tremendous imports of chemicals, basic me¬ 

tals, metal products, non-metallic minerals and rubber, and it 

increased to 18 percent in the 1968-1972 period. Domestic demand 

for consumer non-durable had an increase in percentage terms of 

88 percent during the 1964-1968 period. Exports had an increase 

of 3 to 9 percent in the same period. 

While it is true that there has been import substitution in 

all three industries, there still exist great opportunities for 

further import substitution in intermediate and capital goods 

industries. 

B. Industry Strategy and Policies 

1. Industrial Strategy: 

The import substitution strategy followed by Iran has in¬ 

volved backwards integration from simple processing, fabrication 

or assembly of final goods, to their intermediate products, com¬ 

ponents, parts, and raw materials - and finally, to the capital 

good industries. 

The Government’s main policy objective has been to create an 

industrial sector based on modem technology. Economic efficiency 

was, in the first instance, not a prime consideration. The govern¬ 

ment encouraged import substitution by means of high tariff pro¬ 

tection, quantitative import restrictions, and generous fiscal 

incentives. By the early 1970’s, the administration of the pro¬ 

tection system had become so flexible, and the manipulation of 

quantitative restrictions so effective, that domestic production 
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Tab ta 3-12 Summary Sources of Output Growth by Sub-Groups of Industries- 
Aggregated from Individual Industry Statistics 

 , (Billion Rials) 

YEAR AX U1 (*D+*V) U, {*£} ‘W2* 
COL COL COL 
3: 4: 5: 
COL COL COL 
2 2 2 

1959-13M 

Consumer Nondurable *1.7 32.00 2.60 7.83 0.767 0.062 0.138 

Intermediate 15.3 10.3* .** *.*9 0.675 0.029 0.233 

Consumer Durable & Capital. 8.8 2.91 T.12. .6.02.. 0.331 -0.01* 0.68* 

Total Industries 65.8. .. *5.25. . . .2.92. . 18.3* . 0.688 0.0** 0.279 

1964-1968 • 

Consumer Nondurable. 127.* 111.37 3.98 12.06 0.87* 0.091 0.095 

Intermediate 35.2 26.07 6.12 --3-22 0.7*1 0.17* 0.091 

Consumer Durable & Capital 16.8 13.43 0.07 3.28 0.799 0.00* 0.196 

Total Industries 179.* 150.87 10.17 18.56 . 0.8*1 0.057 0.103 

1968-1972 

Consumer Nondurable 117.8 112.19 10.63 -5.12 0.952 0.090-0.0*3 

Intermediate 6*.* 51.58 2.76 10.27 0.801 0.043 0.159 

Consumer Durable 6 Capital 39.8 29.79 0.38 3.65 0.7*8 0.010 0.2*2 

Total Industries 222.0 193.56 13.77 14.8. 0.872 0.062 0.067 

1959-1972. 

Consumer Nondurable 286.9 236.68 1*.60 35.48 0.825 0.051 0.12* 

Intermediate 114.9 73.51 8.39 32.92 0.6*0 0.073 0.287 

Consumer Durable £ Capital 65.* 19-43 0.21. *5.78 0.297 0.003 0.700 

Total Industries *67.2 329.62 23.20 11*.18 0.706 0.050 0.2** 

Source: Appendix B(l)-(4) 
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Table 3-13: Sources of Growth by Sub-Groups of Industries In 1959*1972 

Millions Rials) (1969 » 100 constant prices) 

YEAR AX U1 (A0+4U) U,(4E) ut (AO+*W) 

AX 

UtU£5 
AX 

(VU1)Z2 
AX 

1959-1964 

Consumer Nondurable k7.0i 36.58 2.60 7.83 .78 .05 .16 

Intermediate 16.58 11.65 .44 4.49 .70 .02 .27 

Consumer Durable 6 Capital 9.18 3.28 -.12 6.02 .35 -.01 .65 

Total Industries 72.77 51*51 2.92 18.34 .70 .04 .25 

1964-1968 

Consumer Nondurable 133.76 117.72 3-98 12.06 .88 .03 .09 

Intermediate . 36.60 27.26 6.12 3.22 .74 .16 .08 

Consumer Durable Capital 17.39 14.04 0.07 3.28 .80 .00 .20 

Total Industries 187.75 159.02 10.17 18.56 .84 .05 *09 

1968-1972 

Consumer Nondurable 113.70 108.08 10.63 -5.01 -.95 .09 -.04 

Intermediate 61.72 48.90 2.76 10.06 .79 •04 .18 

Consumer Durable & Capital 32.68 28.24 0.38 9.46 .94 .00 .25 

Total Industries 213.50 .185.22 1.3.77 14.51 .86 .06 .06 

1959*1972 

Consumer Nondurable 274.92 224.84 14.60 35.48 .82 .05 . *13 

Intermediate 111.87 70.56 8.39 32.72 .63 .08 .29 

Consumer Durable*£ Capital . 64.64 18.65 0.21 45.78 .29 

O
 

o
 . .71 

Total Industries 451.43 314.05 23*20 114.12 .70 

in 
o
 • •25 

Notre • » 
The Consumer price Index with 1969 as the base year has been utilized to deflate those 

figures of the tabje which belong to consumer nondurables. To deflate the final 
demand for Intermediate and capital goods wholesale price Index with the same base 
year as CPI has been used. 

Source: Appendix B(l)-(4) 
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costs could be brought down to international prices for many pro- 
CIO) 

ducts. In some cases, they were even lower. 

In recent years, however, the increasing complexity of the 

industrialization process has made new demands on policy. The 

import substitution potential in consumer goods has been largely 

exploited. There was excessive fragmentation of production, and 

the incentive structure had to be modified to encourage the pro¬ 

duction of capital goods. The slow growth of agricultural output 

was limiting the growth of agro-based industries, and the scarcity 

of raw materials in Iran was exacerbated by international short¬ 

ages and rising prices. By 1972, a booming domestic demand based 

on rising real incomes was making inroads into the exportable sur¬ 

plus of non-traditional materials. 

The salient features of the new industrial strategy adopted 

for the 1970’s include a fuller exploitation of natural resources 

and the development of mineral-based industries for the domestic 

market and for the exports; the use of modem technology to pro¬ 

vide maximum possible quality and efficiency; continued import 

substitution with emphasis on backward integration towards capital 

goods; greater attention to small and medium-size establishments; 

and progressive decentralization of industry away from the greater 

Tehran area. In accordance with this strategy, Iran is exploiting 

(Ip)The industries where domestic prices are equal to or lower 
than international prices are footwear, cement, and some 
processed foodstuffs. Some of these products, such as shoes, 
are exported on a significant scale. Pharmaceuticals, switch- 
gear, and cables, are some other industries with low prices; 
but these consist essentially of simple operations like pack¬ 
aging, assembly, and the simple processing of imported inputs, 
with little value added. For more information see: Avramonic 
(D.), "Industrialization of Iran: The Records, Problems, and 
the Prospects," Tahqiqat-e Eqtesadi, Spring 1970, pp. 30-31. 
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its long term comparative advantage, particularly in petrochem¬ 

icals, petroleum refining, copper, iron, and steel. The govern¬ 

ment’s policy is to develop as much processing of natural gas and 

crude oil as possible. The same applies to forward integration 

of minerals, which is to be undertaken whenever it is economically 

viable. 

2. Protection and Trade Policy: 

The incentives provided by the protection system have been 

by far the most powerful in Iran’s industrial development. The 

protection system is flexible and complex—consisting of a cus¬ 

toms duty, commercial benefits tax, quantitative import restric¬ 

tions, registration fees, compulsory deposits on import orders, 

and miscellaneous minor taxes and charges on imports. A wide- 

range system of exemptions from the basic protection measures 

further adds to the complexities and administrative difficulties. 

In general, protection has been highest on most durable and 

non-durable consumer goods, moderate on intermediate goods, and 

lowest on capital goods. 

It may be noted that even high customs tariffs sometimes 

fail to provide adequate guarantees to domestic producers, since 

quality differences between imported and domestic products tend 

to offset price differentials, and consumers may show strong 

preferences for imported products. The high customs tariffs — 

above 500 percent ad valorem - on passenger and sports cars, par¬ 

ticularly on luxury and semi-luxury models, are said to be large¬ 

ly because of the ’’irrational” consumer preferences for foreign 

goods. Further, the exemption from import prohibitions and 

tariffs for almost all government imports results in a signi- 
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ficant erosion of protection. The pervasiveness of protection 

is further weakened by the exemptions granted to firms, including 

those engaged in production for exports, on the plant and equip¬ 

ment and intermediate inputs needed by them. The most serious 

result of this policy, however, is that these industries have 

come to depend for their profits on government decisions, and so 

have formed the habit of devoting their efforts to obtaining 

privileges by pressure on the government, rather than by cutting 

their costs. The new entrepreneurs have thus had a nproprietary” 

concept of production, far more than a spirit of enterprise in 

the true sense. 

Past experience in Iran, as in some other countries, shows 

that prices of import replacing goods tend to decline as new in¬ 

dustries improve their efficiency and economies of scale become 

effective. This latter factor is likely to be of even greater 

importance for the intermediate and capital goods now being in¬ 

troduced, as economies of scale are generally more significant 

in these products; it is often economic for only one or two firms 

to meet the domestic demand. Quantitative import restrictions 

can be, and have been, used to assist in this, but a vigorous ex¬ 

port promotion policy would also be helpful. Efficient import 

substitution and export promotion often go hand in hand. 

3. Export Promotion: 

Exports of manufactured goods are unlikely to be significant 

in Iran’s balance of payments situation in the next 10 to 15 years. 

Oil and mineral-based manufactured exports will continue to re¬ 

main major export items. Indeed, Iran’s long-term comparative 

advantage lies mainly in exploiting the full potential of its 
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mineral resource-based and capital-intensive industries, and 

also in taking advantage of its proximity to European, Middle- 

Eastern and South Asian markets. Export diversification would 

take place through exploitation of forward and backward linkages 

of the oil industry and minerals such as copper, hauxite, and 

iron ore. As the domestic market for industrial machinery grows, 

and the industrial work force acquires the higher skills, it may 

be economically viable to produce and export these types of mach¬ 

inery in the next decade. Iran may also capture a substantial 

portion of neighboring markets for motor vehicles in the near 

future. 

The government had recognized the significance of increas¬ 

ing non-oil and non-traditional manufactured exports by the mid- 

1960’s, and established the "Export Promotion Center" in 1967. 

The Center undertakes various activities, including market re¬ 

search and feasibility studies, the preparation of advertising 

campaigns, the organization of trade missions, participation in 

trade fairs and exhibitions, and the administration of an export 

incentive scheme. 

Nevertheless, the export promotion drive still faces some 

obstacles. These are: 

I. Enforcement of international standards on export and quality 

control is problematic and sometimes constrains the maneuver¬ 

ability of Iranian exporters to take advantage of the changing 

international market conditions. 

II. Until recently, every export consignment was physically in¬ 

spected by the Customs authorities. This was often causing 

inordinate delays in loading. 
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III. The ban on the expansion of industrial plants in greater 

Tehran tends to inhibit the export of several products includ¬ 

ing shoes, consumer durables, knitwear, etc. 

IV. The import duties are not reimbursed whenever an imported 

intermediate product is locally purchased by an exporter. 

Absence of a full reimbursement procedure discourages export¬ 

ers from using domestic inputs, and tends to deny small pro¬ 

ducers, who are not direct importers of their inputs, a chance 

to take full advantage of the drawback system. 

V. Booming domestic demand is making inroads into the exports 

of manufacturers. Domestic profits are frequently so high that 

even the liberal export incentives scheme fails to induce en¬ 

trepreneurs to penetrate markets abroad. 

^"^The above and related material were taken frcm: Robert E. Loony, 
The Economic Development of Iran (Praeger Publisher, New York. 1973). 
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C - The Pattern of Industrial Growth 

In the first two sections of this chapter we tried to iden¬ 

tify the period 1959-1972 as the first extended period during 

which the Iranian manufacturing sector continued its progress 

without a major interruption. During this period industriali¬ 

zation was one of the most important goals of public policy, and 

the private and public sectors both played active roles in the 

development of modem industry in Iran. The major strategy for 

industrialization has been import substitution, being financed 

by Iran’s main export, petroleum. 

In a primary-oriented export economy, one would expect an 

unbalanced pattern of development and an industrial sector that 

would stay underdeveloped up to high levels of per capita GNP. 

However, if the primary exports of such a country have strong link¬ 

ages with the rest of the economy, it is possible to expect a more 

balanced pattern of production. In addition, if the export econ¬ 

omy is a large country, it may be able to create a balanced pat¬ 

tern of production by following the strategy of import substi¬ 

tuting industrialization. 

As a primary-oriented export economy that has followed the 

strategy of import substituting industrialization, the case of 

Iran can reveal a great deal about the simultaneous impact of 

staple production and import substitution upon the economy of a 

developing country. For this purpose the economic model present- 
02 ) 

ed by Chenery & Taylor in 1968 will be adopted. The model in¬ 

dicates that it may be possible to talk in terms of a "standard" 

^12Chenery (H.B.) & Taylor (L.), "Development Patterns: Among 
Countries and Over Time," Review of Economics & Statistics, 
Nov. 1968. 
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pattern of sectoral and industrial growth. (For more informa¬ 

tion, see Appendix C). 

1. Implication of Chenery & Taylor Model to Iran : 

In this part of our study we will use the large country 

patterns for 12 sectors of manufacturing obtained from the 1968 

intercountry study of Chenery and Taylor (Ch&T). The CH&T pat¬ 

terns have been computed on the basis of per capita income and 

the population of Iran (see Appendix C). The results of these 

computations are given in Tables C-3 to C-5, and the actual and 

the expected patterns have been plotted in figures 1 to 12. These 

figures shows that the sectors whose actual shares of GNP have 

been higher than the expected patterns are: food, textiles, ap¬ 

parel, non-metallic mineral products, and metal products. In the 

case of food, the actual share has fallen very rapidly in recent 

years, coming quite close to the expected pattern. Sectors whose 

actual GNP shares have been lower than the expected patterns are: 

wood products, paper products, printing, leather products, rubber 

products, chemicals, and basic metals. 

Ch&T have classified sectors into three groups "accord- 

ing to the stage at which they make their main contribution to the 

(13) 
rise of industry.” These three groups are labeled ”early in¬ 

dustries,” "middle industries,” and late industries,” respective¬ 

ly. The first group is those which (1) supply essential demands 

of the poorest countries, (2) can be carried on with simple tech¬ 

nology, and (3) increase their share of GNP relatively little 

(13 ) 
Chenery & Taylor, "Development Patterns,” p. 409. 
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(14) 
above income levels of $200 to $300. The second group is "those 

which double their share of GNP in lower levels, but show relative- 
(15) 

ly little rise above income levels of $400-$500. The third 

group is *those that continue to grow faster than GNP up to the 

highest income levels. They typically double their share of GNP 
(16) 

in later stages of industrialization (above $300). Food, 

leather goods, and textiles are assigned to "early industries." 

Nan-metallic mineral products, rubber products, wood products, and 

chemical and petroleum refining are classified as "middle indus¬ 

tries." Apparel, printing, basic metals, paper, and metal pro- 
0.7 ) 

ducts are included in the "late industries" category. 

As it can be seen from figures 1 to 12, the actual 

GNP shares of the "early industries" have been falling, while 

those of the "middle" and the "late" industries have been rising 

in recent years. But as Table C-5 indicates, although the GNP 

shares of all sectors in the group of "middle industries" were 

quite low in 1963, all those industries (paper products, printing, 

chemicals, basic metals, and metal products), except for chemi¬ 

cals, which doubled their share of GNP during the period of 1963- 

1972, belong to the group of "late industries." This of course 

is an interesting anomoly: the "late" industries growing faster 

than the "middle" industries in a period when per capita GNP had 

not reached the level of $400. 

Ibid. pp. 409-410. 
(15) 

Ibid. pp. 409-410. 
(16) 

Ibid, pp. 409-410. 
(17) 

Ibid. pp. 409-410. 
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Figure 1 

Food, Beverage, and Tobacco 

Per Capita GNP (US $ 1960) 

Sources: Tables C-4 and C-5 
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Figure 3 

Textiles 

Share of 
GNP 
% 

Per Capita GNP (US $ 1960) 

Share of Figure 4 
GNP 

Sources: Tables C—4 and C—5 
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Figure 5 

Rubber 

Share of 
GNP 

Per Capita GNP (US $ 1960) 
Share of 
GNP Figure 6 
% 

Per Capita GNP (US $ 1960) 

Sources: Tables C-4 and C-5 
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Figure 7 

Non-Metallic Minerai 

Share of 
GNP 
% 

Per Capita GNP (OS $ 1960) 
Share of Figure 8 
GNP 
% Printing 

Sources: Tables C-4 and C-5 
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Figure 9 

Share of Basic Metals 
GNP 
% 

Per Capita GNP (US $ 1960) 
Share of 
GNP 

% Figure 10 

Sources: Tables C-4 and C-5 
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Figure 11 

Metal Products 

Share of 
GNP 
% 

Per Capita GNP (US $ i960) 
Share of 
GNP Figure 12 
% 

Per Capita GNP (US $ 1960) 

Sources: Tables C-4 and C-5 
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2. Concluding Remarks From Applying Ch&T Model To Iran; 

In addition to maintaining a high rate of growth for the 

major part of the decade of the 1960Ts, Iranian industry became 

quite diversified during this period. At the beginning of the 

decade, it was dominated by food, tobacco, textiles, clothing, 

nonmetallic mineral products, and metal products. But at the end 

of this decade, chemicals, electrical machinery and equipment, 

basic metals, and transport equipment also had joined the group 

of the major industrial sector in Iran. Despite the considerable 

expansion of industrial production during the interval 1959-72, 

and its concammitant diversification, a number of structural weak¬ 

nesses continued to exist throughout this period. In the year 

1972, a number of sectors, such as wood products, paper and print¬ 

ing, leather and rubber products, and basic metals, still could 

be considered underdeveloped compared with other countries at about 

the same income levels as Iran. The manufacturing sector was 

oriented mainly towards production of consumer goods, and the back¬ 

ward and the forward linkages of the various branches of industry 

were quite weak. The Iranian industry was heavily dependent upon 

imports of intermediate and capital goods, and its ability to pro¬ 

duce these products was quite limited. 

One of the main reasons, of the above-mentioned charac¬ 

teristics of industrial growth in Iran, was the shift of income 

distribution in favor of the. public sector. This development was 

of course the result of the rapidly expanding income of the govern¬ 

ment from the petroleum sector. As a consequence of the increas¬ 

ing share of the public sector in national income, distribution 

of domestic expenditure shifted away from private consumption 
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expenditure and gross domestic capital formation. This change 

in structure of the total domestic use in turn expanded the demand 

for imported industrial products and contracted the demand for 

domestic industrial goods. The impact of the shift in the struc¬ 

ture of total domestic use was especially favorable for machinery 

and nonmetallic mineral products, and it was rather detrimental 

for food and textiles. 
» 

Moreover, in the period 1962-72, the government had placed 

considerable emphasis on the development of a manufacturing sec¬ 

tor to replace imports, particularly imports of consumer goods, 

because a domestic demand existed already for them. Incentives in¬ 

cluded (1) low taxes on profits, with an initial five-year tax- 

free period; (2) high-tariffs on imports of consumer goods; (3) 

low tariffs on the import of intermediate and capital goods; (4) 

few domestic excise taxes and restraint on the number of firms 

investing in particular lines of activity by means of investment 

licensing, and (5) easy, relatively cheap credit to industry. Un¬ 

fortunately, this strategy, while accelerating the growth of manu¬ 

facturing, has not resulted in increased exports. 

The widening of the industrial spectrum through govern¬ 

ment protective policies has taken place more rapidly than has 

been characteristic of the conventional "pattern of normal growth.” 

The pace has been more rapid as the rate of oil revenues increases. 

In addition, the tariff policy has tended to give the industrial¬ 

ization pattern a bias toward producing upper and middle class 

products, such as consumer durables. Presumably these were the 

easiest to establish. 

It appears that import substitution has spread the coun¬ 

try’s resources too thinly over numerous small and inefficient 



63 

consumer goods enterprises, and has not extended to types of 

production well suited to the countryTs natural conditions. 

This has had the unfortunate result of raising costs and even 

inefficiencies in industries which should otherwise be able to 

compete in international markets. A further consequence has been 

to deny the economy the stimulus to efficiency and innovation 

that exposure to competition in domestic and foreign markets can 

provide. As a result, Iranian industry still caters almost ex¬ 

clusively to the domestic market. 

IV. Conclusion 

An economy’s successful performance is not easy to define, 

although the measurement of economic success or failure is still 

there. If success could be defined as the attainment of desire 

objects or objectives, then a nation’s economic achievements 

would have to be judged mainly in terms of its own socio-econ¬ 

omic goals, and by the extent to which these goals are attained. 

The same approach can be followed in the case of Iran. 

Iran’s national socio-economic objectives in its post-war 

planning have included a high rate of economic growth, fair price- 

level stability, overall balance in external accounts, more equity 

in the distribution of income, and production of certain essen¬ 

tial goods and services at home. The government has tried to 

increase the national income by increasing public investment and 

encouraging private capital formation. Iran’s economic expansion 

has been accompanied by significant structural shifts from a ba¬ 

sically agricultural preoccupation to a diversified economy. 
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Economic diversification has been planned through a program of 

industrialization in certain consumer items, as well as the in¬ 

termediary products (e.g., steel, aluminum, petrochemicals, etc.), 

and even capital goods (e.g., motor vehicles, machinery, machine 

tools, etc.), and emphasis on exports of non-traditional products, 

whereas much of the initial industrial expansion was oriented to¬ 

ward import substitution in the domestic market. 

The main objective of this study has been an examination 

of the development of industry in Iran in recent years. For stu¬ 

dents of the process of industrialization in developing countries, 

this should be an interesting case because Iran, unlike most de¬ 

veloping nations, has not been constrained by scarcity of foreign 

exchange. 

Throughout the decade of the 1960’s, Iran enjoyed an ever- 

expanding supply of foreign exchange from the export of petroleum. 

Its petroleum reserves have also made it possible for the govern¬ 

ment to borrow from abroad on the basis of its future income from 

the export of this commodity. Consequently, whenever the oil 

revenues appeared to be less than the foreign exchange require- 

ments of the economy, it could be augmented by an abundant supply 

of foreign loans. 

The experience of Iran demonstrates that the removal of the 

foreign exchange constraint does not necessarily result in a spec¬ 

tacular development of industry. Industrialization has been one 

of the most important objectives of public policy in Iran since 

the second half of the 1950’s, and industry was one of the lead¬ 

ing sectors of the Iranian economy during the decade of the 1960’s. 

But during this period, the deviation of its rate of growth from 
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that of the GDP, was not very substantial. In the year 1972, 

when per capita GNP in Iran had reached about $390 (in constant 

1964 prices), the share of industry in the non-oil GDP was simi¬ 

lar to that of middle-low income countries ($150-$399 per cap¬ 

ita GNP). 

During the decade of the 1960fs, the structure of manufac¬ 

turing production shifted in favor of sectors such as chemicals, 

basic metals, electrical machinery and equipment, and vehicles. 

The share of nonmetallic mineral products, paper, printing, wood 

products, nonelectrical machinery and equipment, rubber products, 

and other manufacturing in total industrial production, stayed 

about constant, and that of food and textiles suffered a large 

reduction. Although as a result of these developments the Iran¬ 

ian industry has become rather diversified, it has been oriented 

mainly towards production of consumer goods, and the backward and 

forward domestic linkages of the various branches of industry have 

been quite weak. The manufacturing sector has been heavily de¬ 

pendent upon imports of intermediate and capital goods, and its 

ability to produce such products has been quite limited. The main 

stimuli for industrial growth have been the growth of domestic 

demand and substitution of domestic for imported final products, 

and exports of manufactured products have been quite limited. 

Although earnings from the petroleum exports have created 

substantial incentives for expansion of industrial production, 

they have also removed the pressures that may have necessitated 

a more thorough development of the manufacturing sector. 

Private consumption expenditure has provided an important 

market for industrial products, and the expansion of the oil 
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revenues has had an important impact upon private income in Iran. 

Although the export of petroleum has created little income for the 

Iranian labor force through direct employment, it has provided a 

substantial purchasing power for a large number of Iranians through 

its impact upon government income. Because of the ever-expanding 

oil revenue, the income of the public sector has enjoyed a sub¬ 

stantial growth. In turn, this has caused considerable expansion 

in public expenditure and savings. A large portion of the govern¬ 

ment expenditure has been spent for expansion of government ser¬ 

vices, and the public savings have financed a large number of pub¬ 

lic and private investment projects. That portion of the labor 

force that has been directly employed by the government, or those 

who have worked in the multitude of projects financed directly or 

indirectly by the public sector, have therefore gained their in-, 

come as an indirect consequence of the export of petroleum. 

But on the other hand, industrialization policies persuaded 

by the government, had aggravated inequalities in the distribution 

of income. The extra profits made in industry were not a net gain 

to the community. People in other sectors, of which agriculture 

was the most important, suffered. Protection policy by govern¬ 

ment was a means of "taxing" agriculture; it raised the prices 

of manufactured goods relative to agricultural goods in the home 

market, and by supporting the exchange rate reduced the domestic 

currency receipts from a given quantity of agricultural exports. 

The result has been to encourage a drift from the countryside, 

to accentuate inequality of the distribution of income, and to 

create serious unemployment in the towns, since the country-folk 

emigrate faster than the new industries can create jobs for them. 
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Although this unequal distribution of income may have been 

an important cause of the underdevelopment of the intermediate 

and capital goods industries in the past, it is possible to be 

quite optimistic about the future of these industries in Iran. 

Because of the recent increase in the price of oil, the income 

share of the government has reached about 50 percent. The govern¬ 

ment of Iran therefore enjoys a great deal of flexibility for 

redistribution of income without causing an absolute reduction 

in the living standards of the privileged classes. Regardless 

of the nature of the government's income redistribution policy, a 

50 % rise in the per capita GNP (in constant prices) during the 

first four years of the 1970’s, has expanded the domestic markets 

for all production to such an extent that domestic production of 

a large number of intermediate and capital goods may now be quite 

economical. 

We therefore conclude that although great opportunities exist 

for expansion of industrial production, it will not occur auto¬ 

matically and the future of Iranian industry is quite dependent 

upon the actions of the public and private sectors. 



APPENDIX A 

Statistical Methods and Framework of 
Analysis 

We have followed the statistical method which has been used 

by S. Lewis and R. Soligo, with some modifications, and those 

used by H. B. Chenery. There, import substitution is defined 

with reference to the proportion of imports in the total sup¬ 

ply of industrial goods. If domestic production rises faster 

than the imports, import substitution occurs; and if imports 

rise more rapidly than domestic production, negative import sub¬ 

stitution or export expansion takes place. According to their 

method, the total output of manufacturing is composed of domes¬ 

tic production (X) and imports of manufactured goods (M). The 

growth of manufacturing output is basically due to the growth 

of domestic demand (D), including inventory accumulation, export 

demand (E), and intermediate demand (W). That is : 

(1) AZ =AQ 

where Z is total supply and Q is total demand. 

The identity can therefore be written as : 

(2) Ax + AM =AD +4W +AE 

(3) Ax =AD +AW +AE -AM 

with no import substitution: 

(4) AX = UIGAD +AW +AE) 

is the ratio of domestic production (X3O to total supply (Z^) 

at the beginning. If increases over time there is positive 

substitution of domestic production for imports. Otherwise 

there is negative substitution or import liberalization. Equa¬ 

tion (4) can be written as: 



(5) AX = UXA(D + W) + U^AE 

Due to the fact that there are no adequate data, we do not 

separate domes tic final demand and intermediate demand. 

In order to measure import substitution, we have to define 

U2, which is the ratio of domestic production (X2) to total sup¬ 

ply (Zg) in the later period. When the total demand is held con¬ 

stant, U2 measures the change in domestic output which is implied 

by the actual change in the proportion of total supply which is 

imported. To allow for this change in domestic output due to 

change in the ratio of imports to total supply, we add a third 

item to the equation (5). That is, (U2 - U^) Z2> and we will have: 

(6) AX = U2A(D + W) + UJAE + (U2 - ux) z2. 

The actual decrease in the proportion of total supply vdiich is 

imported will result in positive import substitution, and there¬ 

fore the third term in equation (6) will be positive. Otherwise, 

it will be negative, i.e., import liberalization. 

The statistical results, based upon the above method, are 

presented in Tables 3-12 through 3-13. 



APPENDS:: B a) 

Summary Statistics by Indu scry or Manufacturing 
1959 

(Current Prices) (Billions Plain) 

snc 
CODS 

INDUSTRY NAME 
Output Imports 

C.I.F. 
XI Ml 

Total 
Su poly 

21 

Exports 
F.O.B. 
El 

Domestic 
Demand 
D1 & W1 

Consumer Nondurable: 42.3 11.6 S3.9 6.6 47.3 

0 Food, Beverage & 
Tobacco 20.9 4.5 25.4 2.2 23.2 

26 Textiles 15.6 6.6 22.2 3.8 18.4 

84 Apparel 2.8 vmmmmm» 2.8 — 2.8 

24 Wood S- Furniture 1.1 0.4 1.5 — 1.5 

21 Leather 1.9 0.1 2.0 0.6 1.4 

Intermediate : 28.7 13.0 41.7 19.0 23.7 

64 Paper & Printing 0,7 0.7 1.4 1.4 

62 Rubber 0.3 1.5 1.8 — 1.8 

55 Chemicals 1.5 2.5 4.0 — 4.0 

33 Oil & Coal Products 19.0 2.0 21.0 19.0 2.0 

67 Basic Metals 0.3 5.1 5.4 -— 5.4 

69 Metal Products 3.0 0.6 3.6 — • 3.6 

66 Nonmetallic Minerals 3.9 0.6 4.5 — 4.5 

Consumer Durables 
Capital: 2.3 11.5 13.8 0.5 13.3 

71 Machinery (nonelec¬ 
trical) 0.1 3.4 3.5 3.5 

72 Electrical equipment 0.2 2.4 2.6 -— 2.6 

73 Transport 1.5 4.5 6.0 — 6.0 

8 Miscellaneous 0.5 1.2 1.7 0.5 1.2 

Total Manufacturing 73.3 36.1 109.4 26.1 83.3 

Sources: Ministry of Industry and Mining: Iranian Industrial 
Statistics (Iran, Tehran, 1972). ... 
United Nations Statistical Office: Year Book of Inter¬ 
national Trade Statistics (New York, 1962-1974). 



APPECIX 3(2) 

Summary Statistics by Industry or Manufacturing, 
1964 

(Current Prices) (Billions Rials) 

sue 
CCDE 

INDUSTRY NAME Output ^PO|ts 

X2 M2* 

Total 
Supply 

22 

Extorts 
F.O.B. 
E2 

Domestic 
Demand 
D2 & W2 

Consumer Nondurable: 84.0 12.7 96.7 9.0 87.7 

0 Fbod, Beverage S 
Tobacco 41.0 7.0 48.0 2.3 45.7 

26 Textiles 31.0 5.3 36.3 5.5 30.8 

84 Apparel 6.1 0.1 6.2 0.1 6.1 

24 Wood & Furniture 4.3 0.1 4.4 — 4.4 

21 Leather 1.6 0.2 1.8 1.1 0.7 

Intermediate: 44.0 18.0 62.0 19.9 42.1 

64 Paper's Printing 1.7 1.2 2.9 — 2.9 

62 Rubber 1.5 1.6 3.1  • 3.1 

55 Chemicals 5.3 6..5 11.8 0.7 . 11.1 

33 Oil & Coal Products 20.0 0.3 20 ;3 19.1 1.2 

67 Basic Metals 1.2 5.8 7.0 — 7.0 

69 Metal Products 7.6 1.7 9.3 — 9.3 

66 Nonmetallic Minerals 6.7 0.9 7.6 • 0.1 7.5 

Consumer Durables 
Capital: 11.1 19.7 30.8 0.1 30.7 

71 Machinery (nonelec¬ 
trical) 0.3 9.2 9.5 —- 9.5 

72 Electrical Equipment 1.2 2.9 4.1 —- 4.1 

73 Transport 7.9 4.7 12.6 — 12.6 

8 Miscellaneous 1.7 2.9 4.6 0.1 4.5 

Total Manufacturing 139.1 50.4 189.5 29.0 160.5 

Sources:Ministry of Industry and Mining: Iranian Industrial 
Statistics (Iran, Tehran, 1972). 
United Nations Statistical Office: Year Book of Inter¬ 
national Trade Statistics (New York, 1962-1974). 



APPENDIX 3(3) 

Susanary Statistics by Industry or 2-Sanuraccuring, 
IiS3 

(Current Prices) (3iliicns Rials) 

SITC 
CODE 

Output 
INDUSTRY NAME 

X3 

xaiDorts 
C.I.F. 

M3 

local 
Suooly 

33 

Exports 
F.O.B. 

E3 

Domes cli 
Demand 

D3 £ W3 

Consumer Nondurable: 211.4 16.6 223.0 13.6 214.4 

0 Food,. Beverage £ 
Tobacco 120.1 7.1 127.2 4.1 123.1 

26 Textiles 53.9 8.7 62.6 8.0 54.6 

84 Apparel 23.6 — 28.6 0.4 28.2 

24 Wood £ Furniture 5.6 0.8 6.4 — 6.4 

21 Leather 3.2 — 3.2 1.1 2.1 

Intermediate : 79.2 40.8 120.0 25.9 94.1 

64 Paper £ Printing 5.3 2.6 7.9 — 7.9 

62 Rubber 3.8 2.1 5.9 — 5.9 

55 Chemicals ’ 12.4 ' 11.7 24.1 0.5 23.6 

33 Oil & Coal Products 27.6 0.8 28.4 25.4 3.0 

67 Basic Metals 5.6 17.5 23.1 — 23.1 

69 Metal Products 13.1 4.5 17.6 — 17.6 

66 Nonmetallic Minerals . 11.4 1.6 13.0 — 13.0 

Consumer Durables 
Capital: 27.9 48.5 76.4 a.3 76.1 

71 Machinery (nonelec¬ 
trical) 2.1 22.9 25.0 — 25.0 

72 Electrical equipment 8.1 U.4 19.5 — 19.5 

73 Transport 14.6 9.9 24.5 -— 24.5 

3 Miscellaneous 3.1 4.3 7.4 0.3 7.1 

Total Manufacturing 318.5 105.9 424.4 39.8 384.6 

Sources : Ministry of Industry and Mining: Iranian Industrial 
Statistics (Iran, Tehran, 1972). 
United Nations Statistical Office: Year Book of Inter¬ 
national Trade Statistics (New York, 1962-1974)'. 



APPENDIX B(4) 

Summary Statistics by Industry or Manui acta ring 
1972 

 (Current Prices) (3iilion Hals) 

SITC 
CODE 

Output 
INDUSTRY NAME 

X4 

Imports 
C.I.F., 
M4 

Total 
SuoDly 

24 

Exports 
F.C.3. 

£4 

Domestic 
Demand 

D4 & W4 

Consumer Nondurable: 329.2 31.0 360.2 25.3 334.9 

0 Food, Beverage £• 
Tobacco 173.9 14.0 187.9 6.6 131.3 

26 Textiles 84.7 15.1 100.8 14.7 86.1 

84 Apparel 54.4 — 54.4 1.8 52.6 

24 Wood & Furniture 10.9 0.9 11.8 — 11.8 

21 leather 5.3 — 5.3 2.2 3.1 

Intermediate : 143.6 69.7 213.3 29.5 183.8 

64 Paper £ Printing 11.6 4.6 16.2 — 16.2 

62 Rubber 5.7 4.4 10.1 — ' 10.1 

55 Chemicals 29.9 18.2 43.1 2.1 46.0 

33 Oil S- Coal Products 31.6 4.5 36.1 27.4 8.7 

67 Basic Metals 19.3 27.5 46.8 — 46.8 

69 Metal Products 23.1 7.9 31.0 — 31.0 

66 Norme ta Hi c Minerals 22.4 2.6 25.0 — 25.0 

Consumer Durables 
Capital: 67.7 95.5 163.2 1.2 162.0 

71 Machinery :(nonelec¬ 
trical) 7.6 49.9 57.5 57.5 

72 Electrical equipment 19.1 20; 3 39.4 — 39.4 

73 Transport 37.3 14.1 51.4 — 51.4 

8 Miscellaneous 3.7 11.2 14.9 1.2 13.7 

Total Manufacturing 540.5 196.2 736.7 56.0 680.7 

Sources : Ministry of Industry and Mining: Iranian Industrial 
Statistics (Iran, Tehran, 1972). 
United Nations Statistical Office: Year Book of Inter¬ 
national Trade Statistics (New York, 1962-1974). 



APPENDIX C 

A Description of Chenery & Taylor Model 

One of the pioneers who examined the differences in develop- 

(1) 
ment patterns of small and large countries was Simon Kuznets. 

More recently, the works of Chenery and Taylor, and Chenery and 
(2) 

Syrquin, have provided strong evidence of the significant im¬ 

pact of size upon development patterns of nations in general, 

and the considerable influence of natural resources upon those 

of small nations, in particular. 

Compared to small nations, large countries are typically 

less dependent upon foreing trade, and their exports are less spe¬ 

cialized. Transformation of the economic structure of large coun¬ 

tries takes place quite early in the process of their development, 

and the major sector that is responsible for this phenomenon is 

industry. Large size of their domestic market, which makes it 

possible for them to reach the "threshold" of the minimum econo¬ 

mic plant sizes at low levels of per capita income and allows them 

to produce a large number of products that are demanded by their 

population, is one of the main reasons for early industrialization 

in large countries. 

Based on the above assumption, Chenery & Taylor apply a non¬ 

linear model vtfiich regresses per capita value added for each sec¬ 

tor on per capita incane and population. 

(1) 
Kuznets, (S.), "Economic Growth of Small Nations," in E.A. 
G. Robinson (ed.). Economic Consequences of the Size of Nations, 
London: McMillan, i960. 

(2) 
Chenery, (H.B.) & Syrquin (M.), "Patterns of Development," 
London, Oxford University Press, 1975. 



Briefly, the share of value added by manufacturing exhibits 

the highest rate of growth, while the share of value added by 

services exhibits the lowest positive rate of growth, and the 

share of the primary sector actually declines with rising per 

capita income. 

These patterns reflect the changing structure of both demand 

and supply, the growth in the final use of industrial products, 

and the substitution of domestic production for imports that ac¬ 

companies the growth of per capita income. 

The result obtained by Chenery & Taylor model is presented 

in Tables C-l and C-2, and the correspondent result for Iran is 

* 
given in Tables C-3, C-4 and C-5, as follows: 

*Note: These and related materials in Chapter III were taken from 
Kavoussi, Rostam Mehrabans "Structural Change in the Iranian Manu¬ 
facturing Industry, 1959-1972," Ph.D, dissertation, Harvard Univer¬ 
sity, 1976. 



Table C-l 

Export Regression Coefficients For Large Countries (a) 

Equation Intercept Lny (Lny)2 LnN 

6P 
8.4950 -2.5946 0.1823 -0.7741 

e -17.8493 3.2452 -0.2037 0.6342 
m 

(a) - countries having population above 15 million. 
y=per capita GNP (in 1960 dollars). 
N=population in millions. 
ep=share of primary exports in GNP. 

e =share of manufactured exports in GNP. 
m 
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Table C-3 

Independent Variables For Computation of CHS-T 
Patterns 

i 
GNP N2 GNP/N 

Year RLS $Q Persons 
xlQ9 xlO9 xl09 $ 

a b c d 

1963 331.8 4.380 23.7 185 
64 362.9 4.790 24.4 196 
65 403.6 5.327 25.1 212 
66 444.4 5.866 25.8 227 
67 494.0 6.521 26.5 246 
68 547.8 7.231 27.3 265 
69 597.8 7.891 28.1 281 
70 663.9 8.763 28.9 303 
71 749.6 9.894 29.7 333 
72 846.0 11.168 30.5 366 

1- at constant 1960 factory prices. 
2- N=population. 

Column b-a constant exchange rate of 75.75 RLS/$ has been used. 

Sources: Ministry of Industry and Mining: Iranian Industrial 
Statistics (Iran, Tehran, 1972). 
Bank Markazi Iran (Central Bank of Iran): Annual 
Report and Balance Sheet (Iran, Tehran, 1960-1973). 
Bank Markazi Iran (Central Bank of Ira^: National 
Income of Iran (Iran, Tehran, 1959-1972). 
Ministry of Economy, Bureau of Statistics : Iranian 
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CH&T Patternst Estimated Share Of The Various Sectors 
In GUP (%) 
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1963 3.99 1.85 0.81 0.78 0.30 0.58 0.19 0.41 1.47 0.73 0.63 1.32 

64 3.96 1.93 0.87 0.81 0.32 0.62 0.19 0.43 1.55 0.78 0.70 1.44 

65 3.95 2.04 0.95 0.86 0.35 0.68 0.19 0.46 1.66 0.85 0.79 1.60 

66 3.93 2.13 1.02 0.90 0.37 0.73 0.19 0.48 1,77 0.91 0.88 1.75 

67 3.91 2.22 1.11 0.95 0.40 0.80 0.20 0.31 1.89 0.98 0.99 1.93 

68 3.90 2.32 1.19 1.00 0.43 0.86 0.20 0.54 2.00 1.05 1.10 2.12 

69 3.88 2.39 1.26 1.04 0.46 0.91 0.20 0.56 2.10 1.11 1.20 2.28 

70 3.87 2.48 1.35 1.10 0.49 0.98 0.20 0.59 2.22 1.17 1.33 2.49 

71 3.86 2.57 1.46 1.16 0.54 1.06 0.20 0.62 2.36 1.25 1.48 2.76 

72 3.86 2.65 1.58 1.23 0.58 1.15 0.20 0.65 2.51 1.33 1.64 3.04 

1-includes metal products, non electrical machinery, electrical 
machinery and equipment, and transport equipment. 

Sources: Tables C—1, C-2, "and C—3 
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