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Last May, the IMF released a 
detailed and comprehensive 
road map to end the COVID-19 

pandemic, save lives, and put the world 
back on track toward a broad-based 
economic recovery (“A Proposal to End 
the COVID-19 Pandemic,” Agarwal 
and Gopinath, 2021). The road map was 
endorsed by multilateral institutions 
and key stakeholders. It was based on a 
simple, yet powerful premise: Ending the 
pandemic is a necessary prerequisite to 

restoring jobs, livelihoods, and economic 
well-being. One cannot be achieved 
without the other. 

How has the world fared since the 
release of the road map? The global 
recovery has continued, but momentum 
has weakened. In six months, the officially 
recorded global COVID-19 death toll 
has risen by about 50 percent and is now 
over 5 million, and the actual death toll 
is estimated to be several times higher. 
Of particular concern is the growing 

divergence in economic prospects 
between rich and poor nations. In the 
October 2021 World Economic Outlook, 
the IMF projected that aggregate output 
for advanced economies would regain 
its pre-pandemic trend path in 2022 and 
exceed it by 0.9 percent in 2024. By 
contrast, output for emerging market and 
developing economies, excluding China, 
is expected to remain 5.5 percent below 

Pandemic 
Economics

A broad-based economic 
recovery requires an end 

to the pandemic 

the pre-pandemic forecast in 2024.
This divergence in economic 

prospects is a consequence of wide 
disparities in vaccination rates (which we 
call “the great vaccine divide”) and policy 
support. As of the end of October, among 
advanced economies, about 65 percent 
of the population was fully vaccinated, 
and booster shots were available in many 
of them. By contrast, the vaccination 

rate was less than 2 percent among 
low-income countries. This is not just 
a problem for particular countries or 
regions, it is a global problem. As public 
health officials have stressed repeatedly, 
the pandemic is not over anywhere until 
it is over everywhere. Further unchecked 
transmission makes the emergence of 
new variants—including some that are 
resistant to existing vaccines—more 

likely, possibly putting the world back 
at the starting line in the race against 
the virus. If COVID-19 were to have a 
prolonged impact, we could see global 
GDP losses rise to $5.3 trillion over five 
years relative to our current projection, 
with several million more lives lost.

Action Plan

C o v e r  S t o r y

A broad-based economic 
recovery requires an end 

to the pandemic 
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Our road map identified three broad 
targets and actions needed to meet those 
targets, as well as financing needs for 
each action. The targets: vaccinating 
at least 40 percent of the population in 
all countries by the end of 2021 and 70 
percent by the first half of 2022; tracking 
and insuring against downside risks (due 
to the rise of new variants or supply-chain 
problems); and saving lives by ensuring 
widespread access to tests, treatments, 
personal protective equipment, and other 
critical health tools. 

Progress toward the key actions 
needed to achieve those targets has been 
mixed, and we are still behind. As of the 
end of October, some 75 to 80 nations, 
mostly in Africa, were not on track to 
meet the end-2021 40 percent vaccination 
target. Fifty-five of these countries will 
likely have problems primarily with 

If COVID-19 were to have a prolonged impact, 
we could see global GDP losses rise to $5.3 trillion 
over five years relative to our current projection, 

with several million more lives lost. 

supply, whereas 24 will have both supply 
and absorption-capacity issues. 

Our plan recommends the following 
near-term actions to end the pandemic 
and support a broad-based economic 
recovery.

Immediately closing the 550 million 
dose gap to achieve 40 percent coverage by 
accelerating existing dose donations to the 
COVID-19 Vaccines Global Access (CO-
VAX) facility, an initiative aimed at equi-
table distribution of vaccines, and pledg-
ing new donations; executing dose swaps 
with COVAX and the African Union (that 
is, deferring the delivery of doses intended 
for Group of Twenty [G20] countries to al-
low developing economies to move up in 
the queue); and eliminating restrictions on 
exports of vaccines and critical inputs. 

Committing to financing the new 
ACT-Accelerator budget of about $23 

billion to ensure that all countries can 
access the necessary volume of vaccines, 
tests, treatments, and personal protective 
equipment. (The ACT-Accelerator is a 
partnership of the world’s international 
health organizations to fight COVID-19.)

Maintaining collective accountabil-
ity of progress against the targets through 
frequent engagement between Group of 
Seven advanced economies, the broader 
G20, and other key stakeholders.

Beyond the near term, it will be im-
portant to expand regional manufacturing 
capacity of vaccines in developing econ-
omies and monitor risks. 

Better Stewardship

After nearly two years of the dead-
liest and most economically devastating 
pandemic in a century, what are the initial 
lessons we have learned? 

First, the COVID-19 crisis has made 
it clear that pandemic policy is econom-
ic policy, that there is no durable end to 
the economic crisis without an end to 
the health crisis. Ending the pandemic 
is therefore critical for global macro-

economic and financial stability, which 
makes it of fundamental importance to 
the IMF and other economic institutions. 
Indeed, the IMF’s projections and policy 
recommendations for the global economy 
rely crucially on the relative success of 
the race against the virus. Systemic risks 
posed by future pandemics and global 
health concerns should be more explicitly 
accounted for in economic analysis and 

surveillance.
Second, the world needs better stew-

ardship of global public goods, including 
preparedness to fight future pandemics. 
This will require much greater coordina-
tion and collective action than we have 
managed to summon so far. The G20 
High Level Independent Panel’s report on 
pandemic preparedness provides several 
concrete steps in this regard (see “Re-
thinking Multilateralism for a Pandemic 
Era,” this issue).

We are all in this fight together, and 
collectively we can and must do better to 
fight the problems facing the planet.    

Ruchir Agarwal and Gita Gopinath

C o v e r  S t o r y
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Financing Future 
Health Systems 

We must view universal 
health coverage as 

a public policy goal and 
an investment

The COVID-19 pandemic is 
devastating evidence that when 
health is at risk, everything is 

at risk. That’s true for individuals and 
families confronting a life-threatening 
illness, and it’s true for countries—
and the whole world—in the face of 
epidemics and pandemics.

Beyond the death and disease 
caused by the virus itself, COVID-19 
has disrupted essential health services 
for millions of people, jeopardizing 
many of the gains made in recent years 
against maternal and child mortality, 
HIV, malaria, tuberculosis, and more. 
Millions have been forced into poverty, 
and global income has contracted.

Safeguarding people’s health relies 
on resilient health systems that ensure 
everyone has access to the good-quality 

services they need, without facing 
financial hardship. This is what we mean 
by universal health coverage (UHC). 

UHC is much more than “health 
care” provided by health workers in 
health facilities; it includes a full range 
of services to promote health and 
prevent disease at the population level—
outbreak surveillance, safe water and 
sanitation, and anti-smoking campaigns, 
just to give a few examples. Progress 
toward UHC therefore has many benefits 
beyond treating diseases, including 
improved health security and better 
protection against the ravages of future 
pandemics and epidemics.

At the United Nations General As-
sembly in September 2019, just a few 
months before the pandemic struck, all 
countries endorsed the Political Decla-

ration on Universal Health Coverage, 
affirming that “health is a precondition 
for and an outcome and indicator of the 
social, economic and environmental di-
mensions of sustainable development 
and the implementation of the 2030 
Agenda for Sustainable Development.”

That statement is even more relevant 
now than it was then. The pandemic has 
reminded us that health is not merely an 
outcome of sustainable development; it 
is the means. 

How to Sustain Progress 
toward UHC

While the pandemic highlights the 
need for UHC, we must recognize the 
problems that predate it. Hundreds of 
millions of people continue to pay large 

portions of their household budgets out 
of pocket for health care. These costs 
can force households into poverty, wipe 
out their savings, and keep them from 
seeking care altogether.

Although COVID-19 demonstrates 
why UHC is so important, the pandemic 
may actually put it further out of reach 
for more people. The health crisis has 
triggered a global economic crisis that 
the world’s poorest people can least af-
ford. As a result, the already heavy debt 
load in some countries will only get 

Public financing is the core of 
UHC. No country has made significant 
progress toward UHC without relying 
on public monies as its main funding 
source. Sustained progress toward UHC 
is, however, about much more than how 
much money is spent; how well funds 
are spent is the key.

How well public funds protect 
households from impoverishment caused 
by out-of-pocket health spending depends 
on the design of coverage policies, backed 
by financing that reinforces these policies 
through supportive budgetary and service 
purchasing arrangements. This entails 
more than just revenue: both the “engi-
neering” and “architecture” of the entire 
health financing system must change. 

COVID-19 has been a stress test of 
public financial management systems, 
exposing their strengths and weaknesses 
in responding to a health emergency. 
The best-performing systems have been 
those with a flexible budget structure 
that dedicates and releases funds through 
broad programmatic envelopes linked to 
policy objectives, rather than narrowly, 
using multiple detailed line items. The 
pandemic has also shown the importance 
of being able to move money quickly 
to frontline service providers through 
robust transfer mechanisms and formula-
based allocations.

worse, and without targeted relief, high-
er debt servicing costs may reduce pub-
lic spending on social sectors, including 
health, despite a growing need for essen-
tial health services.

F i n a n c e
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Priorities for Action

The pandemic has unmasked the 
importance of public health by dem-
onstrating how essential it is to human 
lives and livelihoods. Health and finance 
authorities must now work together to 
bolster health systems and economies in 
a mutually reinforcing way, through sev-
eral specific actions.

First, we urge countries to rethink 
deficit spending policies, embracing a 
multiyear fiscal vision that cushions hu-
man hardship and, where relevant, to 
consider actions such as debt relief and 
economic assistance.  UHC will take 
more than just one year; it requires re-
forms sequenced over several years. It 
must be embedded in annual and me-
dium-term government budgets. Health 
expenditure must be seen not simply as 
a cost, but as an investment in health se-
curity, productivity, and inclusive eco-
nomic growth. We call on health and 
finance leaders to collaborate on budget 
priorities, supporting the COVID-19 re-
sponse as well as non–COVID-19 health 
services. Macroeconomic and fiscal con-

straints will require reexamination of 
spending across sectors, including de-
funding ineffective programs. 

Second, spending priorities must 
reinforce public health by increasing 
investment in common goods for health 
to control the pandemic, establishing 
strong health systems and bolstering 
societal foundations for mutual support 
of UHC and health security objectives. 
A large push is needed to establish 
effective public health capacities and 
interventions that serve all people while 
strengthening existing health system 
foundations to support preparedness for 
health security.

Third, we urge countries to adjust 

public financial management systems 
to align public spending on health 
with service delivery objectives and to 
ensure accountability for results. The 
COVID-19 crisis has magnified and 
exposed systemic bottlenecks in health 
spending. It has forced countries to 
adapt their public financial management 
systems to provide greater financial 
flexibility to the front lines and to tailor 
accountability systems to respond. Some 
mechanisms introduced during the 
COVID-19 response may be considered 
for future nonemergency health needs 
that will keep evolving and require 
flexibility of public finances. 

Finally, and most important, 
equity must be at the center of UHC, by 
prioritizing protection against financial 
hardship for the poor and vulnerable. 
COVID-19 has exposed systemic 
inequities in access to health care, with 
the poor suffering disproportional losses. 
An equity-sensitive approach is critical, 
given that overall health coverage rates 
often mask growing inequalities.  

Tedros Adhanom Ghebreyesus, Director-General of 
the World Health Organization

Public financing is the 
core of UHC. No country 

has made significant 
progress toward UHC 

without relying on 
public monies as its main 

funding source. What if the next time you went 
to your local pharmacy, rather 
than the pharmacist looking 

through aisles of premade drugs to fill 
your prescription, they made it to the ex-
act dose and formulation tailored for you? 
Recent advances in microfluidics and on-
demand drug manufacturing are poised to 
make this idea a reality.

Traditionally drug products are 
made in large batches through a multistep 
process with different parts dispersed 
among many locations worldwide.

Hundreds of tonnes of material 
support such mass production, creating 
challenges in ensuring the consistency 
required for both quality and reliable sup-
ply. It can take several months to com-
plete drugs and deliver them to stores.

In contrast, on-demand drug manu-

facturing, also known as continuous-flow 
pharmaceutical manufacturing, makes 
drugs all in one go. It works by flowing 
ingredients via tubes into a series of small 
reaction chambers. Producing drugs as 
needed at a single site means that drugs 
can be made in remote locations or in 
field hospitals.

It also means fewer resources are 
needed to store and transport drugs and 
that doses can be tailored to individual 
patients.

In 2016 researchers at the Massa-
chusetts Institute of Technology (MIT) 
working with DARPA (the US Defense 
Advanced Research Projects Agency) 
first demonstrated it was possible to make 
on-demand drugs. They created a refrig-
erator-size machine that uses continuous 
flow to make four common drugs: diphen-

On-demand Drug 
Manufacturing

hydramine hydrochloride, which is used 
to relieve symptoms of allergy; diazepam, 
which is used to treat anxiety and muscle 
spasms; the antidepressant fluoxetine hy-
drochloride; and the local anaesthetic li-
docaine hydrochloride. They made 1,000 
doses of each drug within 24 hours.

On Demand Pharmaceuticals is now 
commercializing the original MIT work, 
with several platforms available or in 
development, including American Made 
Precursors on Demand (AMPoD), which 
enables full drug-product manufactur-
ing – from precursor to final formulation; 
Bio-Mod, which enables the manufacture 
of biologics; and IV Medicines on De-
mand, which produces sterile injectables. 
A number of pharmaceutical manufac-
turers, among them Eli Lilly, Johnson & 
Johnson, Novartis, Pfizer and Vertex Phar-
maceuticals, are also making use of con-
tinuous-manufacturing technology at least 
for parts of their manufacturing processes.

Portable machines for on-demand 
drug manufacturing currently cost mil-
lions of dollars, preventing widespread 
rollout. New quality assurance and qual-
ity control methods will also be needed 
to regulate both the personalization of 
formulas and single-person drug batches. 
As cost goes down and regulatory frame-
works evolve, ondemand manufacturing 
may revolutionize where, when and how 
drugs are made.  

By: Elizabeth O’Day and Mine Orlu

Portable machines for on-demand drug 
manufacturing currently cost millions of dollars, 
preventing widespread rollout.

F i n a n c e

S c i e n c e
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It has been more than a year since a 
minister of a small island nation told 
me that, because of rising sea levels 

and without action on climate change, “I 
will have nowhere to call home.”

These words have stayed with me. 
Not just because they highlight a gross 
injustice–that those who have done 
the least to cause climate change are 
suffering its worst effects, but because 
they also lay bare the very desperate 
need for more progress on finance.

The world needs to redirect the sums 
flowing through the global economy 
toward climate action: to secure the 
trillions of dollars required to protect 
people and nature, through adaptation, 
and drive down emissions to limit global 
heating to 1.5C.

And the need to act with urgency has 
never been clearer. The latest assessment 
from the Intergovernmental Panel on 
Climate Change sounded the alarm that 
the planet is heating up even faster than 
previously thought.

If the world fails to move forward 
before we bring almost 200 countries 
together in Glasgow, our chances of se-
curing an outcome at the UN Climate 
Change Conference (COP26) that deliv-
ers for both people and the planet will 
be drastically diminished. Finance is the 
critical piece of the climate action toolkit 
on which everything else rests.

Developed economies’ mobilization 
of the $100 billion they have promised 
developing economies to address the 
climate crisis is therefore paramount. We 
need new commitments—for example, 
at the UN General Assembly later this 
month—to send a clear signal at the 
last major multilateral moment before 
countries meet in Glasgow. This support 
has been promised again and again, and 
promises made must be promises kept.

Global Leadership

But if we are to act at the scale 
and speed required, the international 
economic and financial system also must 
set the stage for more funds to flow. It 
must make tackling climate change more 
viable, and it must show leadership.

That’s why I support the IMF’s 
$650 billion allocation of special draw-
ing rights (SDRs). This move will help 

generate crucial liquidity and give coun-
tries the breathing space to invest in 
tackling climate change.

We now have a real opportunity 
through voluntary SDR channeling 
to further free up resources for those 
in need. I therefore urge the IMF to 
continue to explore options for larger 
economies to channel a significant pro-
portion of their new SDRs to support 

The Golden 
Opportunity

Developed economies’ 
mobilization of the 

$100 billion they have 
promised developing 

economies to address the 
climate crisis is therefore 

paramount.

Humanity cannot pass up 
the golden opportunity 

of a green, inclusive, and 
resilient recovery 

green, inclusive, and resilient recovery 
in developing and climate-vulnerable 
economies. SDRs must be channeled 
as ambitiously as possible, and I call on 
countries to build on the collective aim 
put forward by the Group of Seven (G7) 
and lay out their commitments toward 
meeting this ambition. All options un-
der development should be consistent 
with a sustainable and resilient recovery 
and avoid entrenching carbon-intensive 
growth. Progress at the World Bank 
and IMF Annual Meetings in October 
would provide a welcome boost ahead 
of COP26.

Under Kristalina Georgieva’s inter-
national leadership, the IMF has shown 
progress on climate: integrating climate 
risks into global economic surveillance; 
raising awareness of the links between 
climate change and the macroeconomy; 
and emphasizing the importance of in-
vestment in green and climate-resilient 
recoveries, as well as financial support 
and debt service relief to low-income 
countries in crisis.

Multilateral development banks 

should also lead the way. I am pleased 
that several, including the World Bank 
and the European Bank for Reconstruc-
tion and Development, have published 
plans and a date by which they will align 
their activities with the Paris Agreement. 
All multilateral development banks that 
haven’t yet done so should quickly fol-
low suit to send a strong signal of their 
commitment to rapidly increasing in-
vestment in climate action, unlocking 
additional financing, and empowering 
emerging market and developing econo-
mies to build and implement ambitious 
national climate plans.

The latest Joint Report on Multi-
lateral Development Banks’ Climate Fi-
nance shows a total dip in these banks’ 
climate finance to low- and middle-in-
come countries in 2020 as the banks jus-

tifiably responded to the pandemic. This 
assistance must bounce back, and banks 
must set out ambitious trajectories for 
their own climate finance and the finance 
they mobilize from the private sector. I 
am calling on each of the major multi-
lateral development banks to launch an 
action plan on private climate finance 
mobilization in time for COP26.

Public And Private Cooperation

We must also capitalize on global 
opportunities by encouraging the pub-
lic and private finance sectors to work 
together for more private finance in 
emerging market and developing econo-
mies. The International Climate Finance 
commitment from the United Kingdom 
mobilized £2.2 billion in private funds 
for climate action in developing econo-
mies between 2011 and 2020. Our part-
nership with Macquarie in South Africa 
has delivered more than 254 megawatts 
of clean energy, helping avoid approxi-
mately 844,000 tons of greenhouse 
gas emissions a year. That’s equivalent 

G l o b a l  E c o n o m y
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to taking 182,000 cars off the road, all 
while creating about 400 green jobs. 

This all requires significant 
investment, but it is investment that will 
pay dividends, both in economic and 
environmental terms, by safeguarding 
against further damage and building a 
greener, more prosperous and resilient 
future.

Under the current trajectory, climate 
change could erase 11–14 percent of 
global GDP by 2050, and a recent report 
found that the 215 biggest companies in 
the world have valued their climate risks 
at about $1 trillion. 

Yet those same companies have 
the potential to gain double that amount 
from a move to green economies. And 
according to the independent think tank 
Carbon Tracker, by 2030 it could be 
cheaper to build renewables than run 
existing coal plants in all major markets. 
These renewables can help link many 
communities to a power source for the 
first time, spurring development.

This is why the UK COP26 and G7 
presidencies have prioritized the flow 
of finance to climate action, both public 
and private, and the integration of cli-
mate change into all financial and eco-
nomic decision-making.

We must also capitalize 
on global opportunities 

by encouraging the 
public and private 

finance sectors to work 
together for more private 

finance in emerging 
market and developing 

economies. 

Stepping up Action

And we are seeing progress. At the 
ministerial meeting I convened in July, 
Germany and Canada agreed to take for-
ward work on setting out a delivery plan 
on the $100 billion a year by 2025. This 
builds on the G7 Summit in Cornwall, 
where G7 countries agreed to increase 
and improve climate finance contribu-
tions through to 2025, including more 
funding for adaptation and nature-based 
solutions. Canada, Japan, and Germany 
immediately committed more money 
toward the $100 billion goal—together 
amounting to billions of dollars a year.

The UK has already doubled its in-
ternational climate finance contribution, 

to £11.6 billion between 2021 and 2025. 
The World Bank has increased its cli-
mate finance target to 35 percent of total 
lending. And the Glasgow Financial Al-
liance for Net Zero has seen more than 
250 financial institutions responsible for 
$88 trillion in assets commit to net zero 
emissions by 2050 at the latest. 

But we need to see more of this. By 
COP26, there must be a clear pathway 
to mobilizing the trillions needed to sup-
port countries and communities on the 
front line of the climate crisis and keep 
the critical 1.5C goal in sight.

Governments, multinational devel-
opment banks, and private finance must 
collaborate to scale up blended finance 
initiatives and technical assistance, im-
prove the conditions for investment 
within countries, and build pipelines of 
high-quality, bankable green projects.

We all have a part to play, and hu-
manity cannot afford to let the golden 
opportunity of a green, inclusive, and 
resilient recovery pass by. When I next 
meet the minister, who feared for the 
future of their island home, my hope is 
that I can look them in the eye and say 
the world chose to put its money where 
it matters.

So let’s get to work. 
By: Alok Sharma

The presence of inflation for 
nearly 50 years has taken the 
vitality and energy away from the 

Iranian economy: A chronic inflation that 
began in the late 1340s (1960s) and still 
continues. During this period, we had 
only two years of single-digit inflation, 
and in three junctures, inflation remained 
above 30% for more than a year. Now, 
in 1400 (2021), we are experiencing the 
longest period, with inflation above 30%. 
Simultaneously with the chronic inflation, 
the economic growth also faced problems 
to overcome which motives were offered 
at various times, but the long-term effect 
has not yet been observed. 

Politicians make decisions in this 
area, and in many cases these decisions 
are not in line with the priorities of econ-
omists; For example, they prioritize eco-
nomic growth over inflation and work 
to address the issue. But is this priority 
correct? Do economists prescribe a uni-
fied solution of this conflict? What are the 
consequences of this decision? How will 
inflation continue today? To answer these 
questions, we spoke with Hossein Abba-
si, a professor at the Economics Depart-
ment of the University of Maryland, US.

Inflation has long been known as 
a daily concern of Iranians; what is the 
reason for this long-term predicament?

When you consider the half-century 
period for economic variables such as 
inflation, economic growth, investment, 
etc., you should look for the root causes 
of the events and the cause of the result-
ing figures in political economy. That is, 
we in economics know that relationships 
are formed between a number of econom-
ic variables, such as the relationship be-
tween inflation and liquidity growth rate.

Economically, we say you should re-
duce the growth rate of liquidity in order 
to control inflation, but when you have 
been involved in this for 50 years and you 
are constantly watching it, you should 
find out why you have not been able to 
cut the liquidity growth rate in this long 
time. Why, politicians or decision makers 
in Iran, both before and after the revolu-
tion, have adopted this behavior compat-
ible with creating money and creating in-
flation, as well as the inflation tax. 

This decision is not limited to a 
particular faction or party in politicians, 
and they all followed the same behavior. 
Except for a few years, our inflation has 
always been double-digit, averaging 

about 20 percent. I see this happening as 
a result of the political economy in Iran; 
The technical solution to this problem, 
which is the issue of liquidity growth, is 
quite clear, but whether the solution is 
not applied or the one that is applied is 
not effective should be sought in political 
economy.

Economic growth in this long-
term period was not in good shape as 
was the case with inflation. What is 
the priority for treating this situation; 
inflation or growth?

The story of growth and inflation 
in a supply oriented economy is differ-
ent from a demand oriented economy. In 
debates that arise, for example, in Euro-
pean countries and the United States for 
long-term growth, they opt for supply; 
For example, it is said that the work-
force in Europe is not as flexible as in the 
United States, or that tax rates are higher 
in Canada and some European countries, 
and this has caused the status quo. By ex-
amining our own country, we realize that 
we have big problems and dilemmas on 
the supply side, so in the issue of infla-
tion and economic growth, we do not see 

reciprocity between the two variables and 
our desired relationship is not established 
between the two. 

Most macroeconomic studies in 
Iran have shown that inflation reduces 
economic growth and inflationary condi-
tions have caused many problems in the 
country; you cannot print money, create 
inflation and use the money for economic 
growth. In fact, we are at levels of infla-
tion where the relationship between the 
two variables is not the same as lower 
levels of inflation. 

In low inflation, it may be possible 
to increase the level of economic growth 
by strengthening the demand side by 
printing money and slightly increasing 
inflation, but at the point where we are 
and there is a problem on the supply 
side, this is not a good solution, because 
inflation causes exacerbation of supply 
side problems. It is inconceivable that you 
can create sustainable economic growth 
by printing money and spending it in the 
experience of inflation above 20%. This 
does not happen in Iran; On the contrary, 
if inflation reaches these levels, economic 
growth will stop.  

Growth and Inflation 
in the Iranian Economy

G l o b a l  E c o n o m y E c o n o m y
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In a meeting with a group of 
economists, President Ebrahim Raisi 
raised four important questions on 

the economy. The president first asked the 
economists four key questions and asked 
them for answers. The first question was 
about the reason for the existence of 
weak macroeconomic indicators in the 
current situation in Iran. The president 
mentioned high inflation as one of the 
economic problems of the country and 
asked the economists why it is high. 
The president’s third question was about 
hidden energy subsidies. Noting that 
billions of tomans are allocated annually 
to energy subsidies, he asked why these 
subsidies have not improved the welfare 
of the majority of society. The last 
question of the president was about the 

relationship between fiscal policy and 
economic growth.

Question 1: Why are the macro-
economic indicators of the country not 
favorable?

There are many macroeconomic in-
dicators, but the most important ones are 
economic growth, inflation and unem-
ployment. Regarding the inflation rate, 
which is the main problem of the econo-
my, the answer will be given in the second 
question; but in answer to the question of 
why economic growth is not desirable, 
it must be said that the state of the busi-
ness environment is such that production 
is not economically viable for individu-
als. In other words, business conditions 
for production are unfavorable. The long 

processes of licensing; minimum wage 
laws, as well as unfair taxation of eco-
nomic actors are the reasons for the un-
favorable conditions of businesses in the 
Iranian economy. The “global ease of do-
ing business index” is 128, which, in or-
der to achieve sustainable and long-term 
economic growth, must be at least among 
the top 50 countries.

The second reason for the slow-
down in economic growth is the de-
clining trend of domestic and foreign 
investment. Foreign and domestic inves-
tors are the engine of economic growth, 
improving technology and productivity 
in economies, but now the investment 
process is disrupted due to unfavorable 
business conditions and the lack of a 
clear vision of the future of the economy. 
This slowdown in investment growth in 
Iran has actually hampered long-term 
economic growth so that with this in-
vestment process, we cannot expect eco-
nomic growth of more than 4% from the 
Iranian economy.

In addition, international sanctions 
have effectively posed a serious chal-
lenge to the country’s economy. If we 
consider Iran’s economy as a bus, the 
sanctions have made the Iranian econ-
omy bus unable to travel through the 
main road and it has been forced to take 
the dirt road ahead, but this course too 
has practically slowed or stopped the 

Economists Answer 
President’s Four Questions movement of the economy due to pot-

holes and rocks. 
These sanctions have also disrupted 

the investment climate due to uncertainty 
and have been one of the reasons for the 
decline in capital levels in recent years. 
Government intervention policies such 
as regulatory pricing and labor laws have 
also hampered economic growth. All of 
this is one of the reasons for the slow-
down in Iran’s economic growth, but this 
declining economic growth has actually 
posed a challenge to the employment 
situation in Iran. Declining participation 
rates and falling labor incomes are signs 
of a problem in the Iranian labor market, 
so unemployment has also been affected 
by low economic growth.

Question 2: Why did the inflation 
that was supposed to be in single digits 
was not realized?

The main issue is the budget 
imbalance and the problem with the 
bank balance-sheet, which is ultimately 
provided by borrowing from the Central 
Bank. This increases liquidity growth, 
which ultimately leads to high inflation. 
An argument that everyone now knows 
where the problem comes from, but no 
policymaker has a plan for these two 
imbalances.

Lack of stable government revenues 
is one of the reasons for the structural 
budget deficit in the Iranian economy. 
Lack of transparent tax systems, unfair 
taxation in various economic sectors and 
lack of definition of income tax system 
have been one of the reasons for the 
government’s unsustainable revenues in 
recent years. In addition, non-transparent 
tax laws and the emphasis on laws that 
are full of ambiguities and exceptions and 
do not actually generate much revenue 
for governments are other reasons for the 
unsustainable revenues of the economy 
in recent years.

In addition, structural reforms in the 
banking sector and the Central Bank are 
requirements for controlling inflation in 
the economy. Political and instrumental 
independence of the Central Bank in 
implementing policies, controlling and 
anchoring inflation expectations will 
be other institutional prerequisites for 
curbing inflation. So as long as we do 

There are many 
macroeconomic 
indicators, but 

the most important 
ones are economic 

growth, inflation and 
unemployment.

E c o n o m y
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not have a balance in the budget sector 
and the banking sector, which is mainly 
affected by the budget, there will be no 
way to go to war with the inflation giant.

Question 3: Why people don’t see 
in their lives the positive effects of the 
billions of dollars in hidden subsidies 
paid by the government?

Hidden subsidies are generally 
created and magnified due to inflation 
and the constant price of energy carriers. 
Naturally, the largest share of the hidden 
subsidy goes to those who consume the 
most. (Top deciles) So these are the top 
deciles that happen to see the desirable 
impacts of cheap energy in their lives.

On the other hand, the lowest 
interest on hidden subsidies goes to 
low-income deciles. Existence of high 
volume of hidden subsidies causes 
pollution, low efficiency of industries 
and benefit of top deciles. But to reform 
the hidden subsidies, careful planning 
is needed. In addition to the high cost 
burden of this project on the government, 
it has also increased the budget deficit, 
which has led to structural inflation in 
the economy in the medium term. The 
main point in this regard is that if these 
hidden subsidies are released and given 
directly and in cash to individuals, they 
will decide what to buy with this amount 
of cash, and this will improve the welfare 
in the economy. 

According to the principles of 
economics, economic entities decide 
what goods and how much they should 
consume based on their utility function. 
This means that with the release of 
prices and the direct allocation of these 
subsidies to individuals, the utility of the 
society expands.

Question 4: Why have we had eco-
nomic growth of less than one percent, 
despite spending billions of tomans by 
the government in the last 8 years?

Because the government, neither in 
the past eight years nor even in the last 
eight decades, has not realized that its 
task is not to create economic growth, but 
to lay the groundwork for the activities 
of enterprises and the private sector by 
improving the business environment. 
Government spending is largely without 
expertise and with low productivity and 

has a short-term effect on economic 
growth.

The main task of the government is 
to produce public goods, improve trans-
portation infrastructure, and redistribute 
resources by collecting taxes from high-
income deciles and distributing them 
among low-income deciles. In practice, 
the government has been engaged in ac-

Lack of stable 
government revenues is 

one of the reasons for the 
structural budget deficit 
in the Iranian economy. 

tivities for all these years, for which it 
has no responsibilities and has not actual-
ly fulfilled its main responsibilities in this 
field. If the government is to pursue sus-
tainable economic growth, it must pro-
vide the playing field for the real private 
sector. In this regard, the experience of 
many countries should take into account 
what industrial strategies (governments) 
have been chosen for high and sustain-
able economic growth.

Which strategies have failed and 
which have led the policymaker to cre-
ate high economic growth? Which way 
do countries like South Korea, China, 
Singapore and most recently Vietnam 
and Rwanda step? According to experts, 
all of these countries are currently pursu-
ing a specific strategy, which is a “value 
chain participation strategy.” In this strat-
egy, countries form strong and complex 
relationships to increase productivity and 
improve industrial technology, and no 
country produces all its goods alone.   

Among his remarks, one can open the box of secrets of decades of economic and political 
management in Iran; see inside and get astounded.

Among his memoirs you may find a description of a line of thinking that has run Iran’s economy 
for four decades and suddenly been forced to retire and give up all those achievements overnight.
This book is a description of the same “Forty Years & One Night.”

Forty Years & One Night
Four decades of a memoir written by Dr. Mehdi Karbasian

nies to rub together  and was among 
the most deprived social classes  today 
has a wealth that is uncountable! More 
strangely is to hear that he also was 
given political and social responsibili-
ties during these years and did not have 
the opportunity to focus on economic 
work; then how did he manage to make 
billions out of nothing?! To answer this 
question you do not have to think about 
his involvement in unlawful acts. In an 
unproductive economy, a little aware-
ness of economic trends and little access 
to economic rents with a taste of social 
irresponsibility can take you from noth-
ing to everything!

The kind of decisions and behavior 
of some former officials in the face of 
economic conditions was such that one 
thought they were encouraging this un-
productive approach! Right in the midst 
of the turmoil in the foreign exchange 
and gold markets, they auctioned off 
the country’s gold reserves, as if they 
wanted to launch a competition among 
the people to drill a moving ship in the 
country’s economy.

This is just part of the bitter reali-
ties; granting subsidies for leisure travel 
abroad in the form of travel currency, 
granting special rate for US dollar 
(4,200 tomans for one USD while the 
open market price is at least five times 
higher) for importing luxury and non-
essential goods, receiving 4,200 toman 
per USD for importing and selling prod-
ucts at open currency market showed 
the decisions and policies that led to the 
unproductive sector of the economy to 
become bugger, and it clearly indicates 
the practical advice and encouragement 
of the Rouhani government to make the 
country’s economy as unproductive as 
possible.

Now that the 13th government is 
planning to create jobs across the coun-
try as well as rebuild executive eco-
nomic policies, the risky trend of the 
past must be examined and this wrong 
trend must be stopped as soon as pos-
sible; A flawed and bitter process that, if 
it continues, will not last long for us to 
become an all-consuming society that 
must meet all its needs from outside 
and, in fact, must beg in front of others! 
Now is the time to reconsider this trend 
and reverse the “economically unpro-
ductive” trend. 

E c o n o m y H a l l  o f  F a m e

Continued from Page 39
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The calendar year 1400 (2021 
-2022) has been the most difficult 
economic year for the Iranian peo-

ple in the last 40 years; Compared with the 
previous years and considering the severe 
sanctions imposed by the United States 
and the West, and by the world it can be 
said that Iran in 1400 has gone through 
a difficult time for the people’s liveli-
hood and the administration of the state. 
Considering the establishment of the 13th 
government and the unsettled situation 
under which the new (13th) government 
took over from the 12th government, we 
must admit that it will be a very difficult 
period for the government and statesmen 
in getting through this situation. 

To clarify the issue, I will present 
some statistics; the per capita income 
of the people has decreased one third 
since 1390 (2011). The investment rate 
is negative, which clearly affects the 
employment and development in the 

future causing rising unemployment. 
Capital accumulation is minus 0.2. 
The value of the national currency has 
dropped about three times in recent years. 
The oil output has also dropped sharply 

and its exports which should stand at 2 
million barrels are much lower than the 
world price due to the additional costs 
of insurance and transportation. The 
important point is the decline of social 
capital which means that the people 
have actually reduced their support for 
the government due to severe economic 
and livelihood problems, and the turnout 
of less than 50% in the presidential and 
parliamentary elections shows this point; 
the vulnerable class of the society who 
are the main supporter of the ruling 
establishment is facing serious problems 
for livelihood. In the international arena, 
relations with Europe are not good, 
especially since Iran’s exports to Europe 
have almost stopped or greatly decreased. 
Relations with Asia have not developed 
properly due to the restrictions caused by 
the sanctions.

Fortunately, economic relations with 
neighbors have been positive especially 

The Riddle of Development! 
The most difficult year of Iran’s economic development in the field of exports.  But in any case, 

it can be better. In general, the economic 
situation is not very good and could im-
prove. 

We are ranked first or second in the 
world in gas reserves; we still have good 
oil reserves and we have the technology 
and expertise in oil exploration and 
extraction. In the area of minerals, with 
the measures taken in the past few years, 
Iran has risen to the 10th place in the 
world and 23% of the country’s non-oil 
exports are allocated to minerals, steel 
and copper.

Fortunately, in the first seven 
months of 1400, the economic growth in 
non-oil exports has grown, and it shows 
that if special attention is paid to non-oil 
exports, that would mean consideration 
for the development of production and 
employment. But before we accept 
this, production must grow and quality 
production at a reasonable price can gain 
a global position in the field of exports.

Luckily, considering the abundance 
and low cost of energy and minerals in 
the country, it can be said that Iran has 

special advantages in these two areas. 
The educated force and the geographical 
location of the country are also among 
the advantages. Strategically, Iran is lo-
cated in a place where about 10 surround-
ing countries have no access to the high 
seas and the country can supply technical 
engineering services in the field of tran-
sit of goods and trade, various economic 
exchanges and exports.

We can also exchange goods with 
these countries. Bilateral and multilat-

eral exchanges are very beneficial for the 
country in terms of national security as 
well as economics. In the MENA (Middle 
East and North Africa) domain, consider-
ing the historical, cultural and economic 
background of these countries, it has a 
very good capacity for growth and even 
economic leap can be predicted. Obvi-
ously, in all these cases, there are some 
necessary preconditions.

The first and perhaps the most im-
portant point is to reform and accelerate 
international relations and relations with 
neighbors on the condition of national 
dignity and interests, and to redefine poli-
cies in the light of past experience. The 
country’s economic problems will not 
improve due to the sanctions and inap-
propriate political and economic rela-
tions, and despite all the efforts of the 
13th government, the involvement of 
politicians and politics in the economic 
field should be seriously reduced and the 
economy should move based on wisdom, 
knowledge and experience. Given the 
40 years of experience in the economy, 
we must accept that some things should 
not be done and some things should be 
strengthened. At the same time, the issue 
of politics should be far from the econo-
my, welfare and livelihood of the people.

Stable regulations and deregulation, 
on the other hand, have to be done, and 
in some cases, bureaucracy and various 
licenses have been abolished in order to 
move the country towards development, 
production, exports, and the attraction of 
capital and investment. Obviously, here 
the parliament and the judiciary must 
rely on the executive branch as the main 
supporters of the government, and it is 
the economic institutions and corpora-
tions that move under the policies of 
the government. Close cooperation with 
neighbors is a key point that should exist. 
While trying to improve Iran’s ranking 
in terms of entrepreneurship, rule of law, 
quality of life, and doing business, should 
be the first priority.

As a global epidemic, as well as in 
Iran, Corona has caused problems for 
people in the field of health and has caused 
people’s vulnerability in livelihood and 
has also slowed down the wheels of 
the economy. Attracting Iranian capital 
abroad can be effective. The payment 
of bond debts and current government 
expenditures and the negative growth of 
investment in the private sector could be 
a source of crisis outbreak.    

Close cooperation with 
neighbors is a key point 
that should exist. While 
trying to improve Iran’s 

ranking in terms of 
entrepreneurship, rule of 
law, quality of life, and 

doing business, should be 
the first priority.

E c o n o m y

Dr. Mehdi Karbasian
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Iran’s economy has been under the 
most severe economic sanctions for 
about four years, and its destructive 

effects seem to have penetrated the policy 
arena as well. Now, after all this time, the 
Vice President for Economic Affairs has 
announced that the government is selling 
oil under-the-counter and smuggling 
contraband currency into the country. 
What is the sign of this policy-making 
submission to the sanctions and what 
will be the result?

In my opinion, those who have just 
come to power in the new government 
have not yet left the election campaign 
slogans and do not understand how the 
economy can be managed. The fact that 
a high-ranking economic official in the 
government says that we are running the 
country with smuggled oil and currency 
shows that these officials are still in the 

election mood and do not know that the 
economy cannot be run by smuggling; 
because smuggling destroys the econ-
omy. Of course, their honesty is com-
mendable, but this issue can be evalu-
ated from several dimensions.

When it is publicly and unambigu-
ously announced that we are smuggling 
oil as a national asset and one of the main 

sources of government revenue, the first 
question that comes up is at what price 
does the buyer give in to this smuggling 
and risky transaction? It is clear that the 
risk cost of this transaction is very high 
and the buyer will definitely take this 
cost from the seller and in fact from the 
Iranian nation. I do not know at what 
price they sell oil even if I had I could 
not disclose it because this information 
is confidential, but as an analyst I can 
guess that the price of oil in this trans-
action is at least 20% below the market 
price.

The second question is how does 
the buyer pay for the transaction now? 
It is not a matter of a few thousand dol-
lars or even a few million dollars; it is a 
matter of billions of dollars. This money 
cannot be carried in luggage nor is it pos-
sible to have it via international banks; 

Economic Sanctions and Saber Rattling 
so the transfer must be made through 
exchange offices. Here, too, the foreign 
currency must bear the cost of the trans-
fer risk, which can be assumed to receive 
at least 20% of the cost of the transfer. In 
other words, in a ballpark figure in this 
smuggling economy, the property of the 
Iranian nation is auctioned 40% below 
the price and they call it economic ad-
ministration.

One of the direct effects of the sanc-
tions was an increase in the exchange 
rate. After the presidential elections and 
the change of government and the ex-
pectation to start serious negotiations 
(on Iran’s nuclear program), the growth 
of currency prices stopped for a while, 
but with the situation of oil smuggling 
sales and currency smuggling into the 
country, there will undoubtedly be a rise 
in prices again. Even with more oil sold 

and more market supply, it will not be 
able to stop price growth because expec-
tations are negative as long as sanctions 
remain in place. With negative expecta-
tions, no one will keep the national cur-
rency (IRR) and everyone will seek to 
convert it into currency or other assets. 
Due to the stock market situation and the 
difficulty of entering the housing market, 
people inevitably move to the foreign 
exchange market so that they can even 
convert their micro-capital into dollars. 
Under these circumstances, no govern-
ment can control the market.

Finally, these officials think that 
the problem of Iran’s economy is only 
selling oil and bringing dollars to the 
government itself; meanwhile, the non-
governmental sector of the economy, 

Inflation is constantly 
and rapidly increasing. 

With this situation, 
inflation of prices, 

including the exchange 
rate, is constantly rising 
and it cannot be stopped. 

S a n c t i o n

Continued on Page 37Dr. Mousa Ghaninejad, Economist
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The debate over the worrying state 
of investment in infrastructure 
leads to a lack of use of quality 

manpower. Ali Naghi Mashayekhi, a dis-
tinguished professor at the Sharif School 
of Economics and Management, points 
to the worrying trend of over-deprecia-
tion over investment; We are becoming a 
worn-out country whose capital stock is 
severely depleted and it is losing its infra-
structure and it does not have the capital 
to rehabilitate the worn-out infrastruc-
ture and at the same time it is losing its 
skilled manpower due to migration.

Many experts say the decline in 
government investment in infrastruc-
ture is extremely worrying. Statistics 
also tell us that the depreciation of in-
frastructure has outpaced investment 
in it for several years. What is your as-
sessment of the situation?

It is worrying. Not only has invest-
ment in infrastructure declined, but invest-
ment in superstructures has also declined. 
Overall investment has declined, and this 
is worrying. Some say, based on statistics, 
that investments do not cover enough de-
preciation, and in fact, our capacities are 
dwindling. We are practically becoming a 
worn-out country whose capital stock is 
severely depleted and it is losing its infra-
structure and it does not have the capital 
to rehabilitate the worn-out infrastructure 

and at the same time it is losing its skilled 
manpower due to migration.

When did this process start and 
what is the reason?

This trend has always existed in the 
country, but it has had different intensi-
ties and weaknesses. But according to 
available statistics, for the first time in 
three decades, assets are depreciating 
faster than investing. Our economy after 
the revolution had experienced a similar 
situation 33 years ago, in 1987. That is, 
we are rapidly depreciating while having 
no money to reinvest. In the meantime, 
the issue of infrastructure depreciation 
is very important because infrastructure 
either plays a role in raising public wel-
fare and satisfaction or is effective in 
economic growth. In recent years, just as 
the financial crisis has slowed investment 
growth and threatened the potential out-
put of Iran’s economy, the infrastructure 
sector has also struggled with declining 
government funding. Another worrying 
point is that the country is also running 
out of skilled labor. 

Currently, one of the main problems 
in our country is that quality manpower is 
less willing to work. It is the qualitative 
forces that must set the rules and regula-
tions and decide on the use of resources; 
In practice, they are the ones who have 
to design and implement how the sys-
tem works. If the manpower that has to 
do these things is not of quality, then 
the laws, regulations and administrative 
systems of the country will be of poor 
quality. With the decline in the quality of 
regulations and administrative systems, 
efficiency decreases, as a result it can not 
attract good forces, they also leave the ad-
ministrative system of the country and the 
returns are lower. Following this process, 
capital outflows also occur. It is now said 
that in addition to the migration of elite 
forces, capital is also migrating. In my 
opinion, the latter is the first result. How 
much of our elite forces did we retain 
and use in organizing the country’s eco-
nomic and administrative systems? Our 
elite forces are young people who have 

reached the top universities in the country 
by studying in high schools. They can run 
the country’s administrative system with 
good quality. But they are leaving and 
will not stay in the country anymore. As 
these go, productivity decreases. Capital 
goes too. Capital is looking for a place 
where it can be run by quality forces and 
have high returns. Both [capital and man-
power] are going; I think this is worrying.

Many believe that it is politics that 
has prevented the use of elites, and 
claim that the number of elites in the 
country is not small at the moment, but 
they are not given space ...

Yes it’s true. The elites are still 
there, but when they are not used, they 
do not stay and go. Ignorance of the po-
litical structure has many consequences 
for the elites, and of course this is not a 
constant trend, because time passes and 

Wrong Policies!

new generations emerge and new elites 
emerge. This is a current. But when we 
do not employ the elites, they leave. That 
is, we always have elites who, if we do 
not use them properly, they will leave us. 
When they leave us, the quality of things 
decreases even more. Do you think inves-
tors are investing where there is no qual-
ity and right force? So these are together 
and they were happening together. Unfor-
tunately, our political structure does not 
have the capacity to use the elite; We can 
say that it is because of the special view 
that the power structure has on the selec-
tion and installation of individuals.

What does this vicious cycle have 
to do with policy?

In this regard, the politician is the 
main culprit. In our country, power does 
not circulate properly, and most of our 
problems are due to misunderstandings in 

politics. When power does not circulate 
properly, weak people are elected, and on 
the other hand, experts first go out of poli-
tics and power and then out of bounds. As 
a result, the people who come to power 
are not able to make quality policies. You 
may even have a politician who is pleas-
ant, but if he does not have the necessary 
intellectual capacity, he does not know 
how to pursue these goals, and some-
times some of his actions have the oppo-

site effect. Thus, the politician is a force 
involved in the design and implementa-
tion of systems and structures. We have to 
look at the mechanism by which we can 
turn the elite into our politicians.

Are we able to solve the problems 
you have listed?

The work must be repaired from 
where it was damaged. The source of all 
impurity is wrong policy. I do not know 
how many of the problems are rooted in 
politics and how much they are rooted 
in economics, but there is no doubt that 
the ball is in the court of politicians who, 
for example, improve our relationship 
with the world, allow elites to rotate, de-
ideologize decisions about people’s lives. 
Do his job. Let the community decide for 
itself what to wear and what to consume. 
Put pricing aside and provide minimal 
freedoms.  

In our country, 
power does not circulate 

properly, and most of 
our problems are due to 

misunderstandings 
in politics. 
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The problem of vacant houses is 
not specific to our country and 
there are many countries coping 

with this dilemma caused for various 
reasons or overbuilt but in no country the 
dimensions of the problem are as wide as 
they are in China.

China’s vast real estate sector, 
which accounts for nearly 30 percent of 
the country’s gross domestic product, is 
facing such a surplus that officials worry 
the construction sector could no longer 
be the main driver of China’s economy. 
But at the same time, just like in Iran, the 
general public can neither afford housing 
nor installments, nor can they pay rent.

Sixty-five percent of Chinese people 
are now urbanized and in need of urban 
housing. But in cities like Shanghai and 
Beijing, the number of vacant unsold 
homes is reported to be very high. There 
are many empty apartments, hotels 
and shops in all major Chinese cities. 
More than 65 million housing units 
were reported vacant in China in 2017 
(more than 2.5 times the total number 
of housing units in Iran). The existence 
of uninhabited cities or ghost towns 
indicates China’s reliance on the real 
estate sector as the driving force behind 
the country’s economy.

The volume of the housing market 
in China is very large, about 55,000 bil-
lion dollars. The existence of an unbal-
anced supply and demand situation indi-
cates that the units have been purchased 

for investment and left vacant. Like Iran, 
the culture of investing in real estate and 
buying a home for savings is common in 
China, and there is a demand for second 
and third homes.

At the same time, the general public 
is unable to buy and pay in installments or 
afford high rents. Rents are high and not 
affordable by the Chinese people. With a 
population of 1.4 billion and an average 
of three people per household, the coun-
try now has more than 30 billion square 
meters of living space, which is enough to 
accommodate the entire nation. 

This figure of construction has in-
creased the ratio of the number of houses 
to the number of households in China 
to 1.09 (the figures in Germany and the 
United Kingdom equal to 1.02 and 1.03 
respectfully). That means there are 109 

Chinese 
Housing 
Lessons!

housing units per 100 households in Chi-
na today. In other words not all people 
can afford to buy or rent a home. Despite 
the large mortgage market (the market for 
long-term credit purchase of housing in 
exchange for housing certification), for 
many people, buying a house, like in Iran, 
is not affordable. Like Iran, housing has 
become a means of saving. In this situa-
tion, there is an empty house and the lack 
of housing available for rent or purchase 
by the poor at the same time.

The ratio of housing prices to rents 
has grown very much in Iran. Rents have 
gone up so much as housing prices that in 
some cities the government has inevita-
bly set a ceiling of 5 percent rise per year. 
In some cities, a “property tax” has been 
imposed temporarily for five years in or-
der to keep housing prices from rising 
and to discourage people from investing 
in housing.

So now we see the problem of com-
panies like Evergrande Group or Kaiza in 
China that have been in financial trouble 

because they have not been able to make 
forward sales like in the past. You have 
heard the dramatic story of China Ev-
ergrande with $300 billion in debt (2% 
of China’s gross domestic product); the 
Chinese construction giant is the world’s 
largest company in indebt. Its stock value 
has dropped by 90% and this year it has 
not even been able to pay interest on its 
bond coupons. Hence, its debt securities 
have become junk bonds. Founded 25 
years ago, the company has completed 
1,300 projects in 280 cities, 3,000 proj-
ects under construction and hundreds of 
thousands of advance purchasers.

The collapse of the company, which 
owes 300 banks and financial institutions, 

will have a direct impact on China’s fi-
nancial system and create a credit crunch 
in that country. Other development com-
panies, such as Kaiza, also appear to be 
struggling financially.

Another possibility is that because 
the Chinese government leases land and 
makes money, just like our municipalities 
in Iran, which make money by selling li-
censes, it has an incentive to constantly 
encourage housing production, regardless 
of market demand, and to stimulate it ev-
ery year. 

Undoubtedly, the Chinese govern-
ment is compelled to take action and 
is able to alleviate the situation to some 
extent by nationalizing these companies 
or in other ways, and to reduce the mo-
mentum of construction to some extent 
by means such as banning the sale of land 
to private developers. Therefore, the col-
lapse of construction companies in China 
is unlikely to turn into an international cri-
sis; because the Chinese government has 
the tools to collect and nationalize these 
companies, and the Chinese judiciary 
does not prolong the formalities and will 
not be an obstacle to government action.

The similarities between the two 
countries, which have both vacant houses 
and large households that need a house 
and are unable to buy and rent those 
houses due to rising prices and demand 
more affordable housing, contain lessons 
for our country. The knot of China’s hous-
ing problem must be untied more easily; 
because that country has a large mortgage 
market through which people can get 
mortgages in very long installments and 
at low rates; unfortunately, this possibil-
ity is not available in our country. 

The volume of the 
housing market in China 

is very large, about 
55,000 billion dollars.

A c h i e v e m e n t

Dr. Hossein Abdo Tabrizi 
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If economics, in its simplified defini-
tion, means resource management, 
and politics as power struggle, then 

political economy is a science that tells 
us how the power struggle affects re-
source management and at the same 
time is affected by it. It is true that the 
general public and resource manage-
ment experts see the country in a critical 
situation that may soon turn into a ca-
tastrophe, but the important and funda-
mental question is why the management 
model does not change? Why - in Mas-
soud Nili’s words - “wrong decisions” 
are being made? Because on the other 
side of the story are “tough decisions.” 
Hard not because the knowledge is not 
available and must be worked out to find 
a solution, hard because making these 
decisions means reducing general popu-
larity and defeat in the power struggle.

In Iran, much of the conflict is with-
in the structure of government (meaning 
total sovereignty). Among the current 
politicians, Abbas Akhoundi offers one 
of the best insights into the current situ-
ation; a person whose election slogan 
in the 1400 (2021) elections was “One 
Nation, One Sate.” Akhoundi believes 
that we in Iran today face a situation of 
multi-state or in other words stateless-
ness: A situation in which mercantilists 
have taken advantage of the two-part 
structure of government in the constitu-
tion to use the country’s resources in the 
service of their group interests. Hence, 
Akhoundi refers to the political structure 
in Iran as “institutional commercialism.” 
We are now one step closer to answering 
the question of why tough decisions are 
not made: the interests of stakeholders.

The Worldwide Governance Indi-
cators (WGI) development indicators 
also seem to largely support our claim 
of the government’s weaknesses. In a 
report entitled “Development Book”, 
Mohsen Renani and his colleagues in 
the Intellectual Dynamics of Develop-
ment have examined 13 international in-
dicators of development and developed 
a meta-index of development. The point 
of this book that is relevant to our dis-
cussion is that among these 13 indica-
tors, the worst position of Iran is related 
to governance.

According to the WGI index, Iran 
ranked 181st out of 202 countries in 

2020. A review of this index in recent 
years shows that the governance situ-
ation in Iran not only is not improving 
but is also declining. Let’s look at a 
more multidimensional index. Accord-
ing to the prosperity index published 
by the Legatum Institute every year, in 
2020, Iran was ranked 120th out of 167 
countries.

Prosperity is underpinned by an 
inclusive society, with a strong contract 
that protects the fundamental liberties 
and security of every individual. It is 
driven by an open economy that har-
nesses ideas and talent to create sustain-
able pathways out of poverty. And it is 
built by empowered people, who con-
tribute and play their part in creating a 
society that promotes wellbeing.

Through the Index, analysis of the 
performance of each of the 167 coun-
tries can be carried out on the key char-
acteristics of inclusive societies, open 
economies, and empowered people. It 

has used 12 pillars, comprising 67 dif-
ferent elements, measured by 300 dis-
crete country-level indicators, using a 
wide array of publicly available data 
sources.

One of the 12 Legatum pillars is 
related to governance, which shows 
Iran ranked 138th out of 167 countries. 
Of course, this is not the worst ranking 
of Iran among the 12 pillars. Iran ranks 
165th in the Individual Freedoms Index 
and only two countries in the world are 
worse off than us. Now that individual 
freedoms are at stake, let us examine 
how the current political situation has 
affected the relationship between the 
people and the government.

Wrong decision making contin-
ues in Iran; Not only because different 
groups are concerned about their popu-
larity and consequently the loss of alter-
native positions, and not just because a 
group within the two-part government 
structure has an interest in perpetuating 

Why There Is No 
Meritocracy in 
Our Economy?

the status quo and disrupting the work 
of other sectors, but the entire political 
system may face a serious crisis as a re-
sult of costly surgery due to its declin-
ing legitimacy, declining social capital 
and public trust, and in one sentence, the 
“state-nation divide.” When we say that 
the issue of Iran today is a political issue 
related to the institution of government 
that is what we mean.

Of course, the bureaucratic system 
is inefficient and worn out, there is no 
meritocracy, the country’s technical or 
technocratic capacity is reduced due 
to elite migration or disruption of the 

higher education system, harsh sanc-
tions limit the country’s resources for 
any reform, and dozens more. The main 
issue is that there is no consensus and 
will among the rulers to move towards 
development, and perhaps in the current 
situation of the government in Iran, it 
basically cannot exist. Why do I say it 
cannot?

Recently, Donyaye Eqtesad Publi-
cations has published the book “Political 
Economy” by Dr. Abbas Akhoundi. As 
the lead author of this project, I have had 
the honor of studying for months a col-
lection of notes, lectures, articles, and in 
general the history and biography of the 
intellectual and technocratic university 
politician. For months, it was a puzzle 
for me: If someone like Akhoundi who 
has worked in this political system for 
many years in high positions such as 
minister has such a clear understanding 
and knows the answers to many ques-
tions and has faith in and commitment 
to these answers, how could he not solve 
the problems?

It took me a while to complete my 
information and to find out that the poli-
tician who has the clearest analysis of 
the current situation through his educa-
tion and teaching of political economy 
among his peers, his understanding 
of Iran is a civilized and historical un-
derstanding and speaks of the “Iranian 
idea” and instead of distributive justice 
he speaks of justice that is empower-
ment of society and putting everything 
in its place; 

He defends urban sovereignty and 
decentralization, fights against commer-
cialists in the engineering and construc-
tion systems, seeks reconstruction and 
livability in urban planning instead of 
smashing and building, seeks mobility 
in the transportation system, and imple-
ments the idea of   public transportation. 
The one who openly and boldly defends 
the free market is precisely the minister 
who has undergone the most impeach-
ment in Iran’s contemporary history, and 
the Principlist media, which he calls an-
ti-media, use the most negative content 
against him by using the public fund. If 
we look closely, the story of Abbas Ak-
houndi is a clear lesson for anyone inter-
ested in Iran’s political economy! 

Prosperity is 
underpinned by an 

inclusive society, with 
a strong contract that 

protects the fundamental 
liberties and security of 

every individual.

S c i e n c e
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Equipped with the very same mindset, 
the young nation is looking in the 

direction of the following half a century 
for even more excellent success.

The nation that does not identify 
words ‘difficult’ commemorated its 50th 
birthday celebration this year. Within 50 
years, the UAE has actually dominated 
whatever from celestial spaces to atomic 
energy.

In a letter resolved to individuals of 
the nation for the 50th National Day, His 
Highness Sheikh Mohammed container 
Rashid Al Maktoum, Vice-President and 
also Head Of State of the UAE and also 
Leader of Dubai, defined the Emirati 
dish for success: “When marriage tries 
around us were ruining on the ground, our 
unity came to be a living personification 
of the society of ‘absolutely nothing is 
difficult’.” Equipped with the very same 
mindset, the young nation is looking 
in the direction of the following half a 
century for even more excellent success.

2021: 7 things that 
made UAE believe the 
impossible is possible

Thousands run in the direction of 
a much healthier future
The Sheikh Zayed Roadway became 

a sea of humankind as 146,000 citizens– 
young and also old; guys, females and 
also kids; Emiratis and also deportees– 
hit the trail for the Dubai Run, currently 
the globe’s biggest run. It was presented 
as component of the 30-day Dubai Health 
And Fitness Obstacle.

100% inoculation, 100% security
The UAE has the globe’s highest 

possible Covid inoculation price, with 
100 percent of the qualified populace 
having actually gotten at the very least 
one dosage.

Your face is your ID
The nation introduced a biometric 

face and also finger print acknowledg-
ment innovation as component of its 
strategies to develop the initial protected 
electronic nationwide identification job 
for people and also citizens in the nation.

Greatest legal reform in back-
ground
The biggest lawful reform in the 

young country’s 50-year background 
was presented this year, covering over 40 
regulations. Along with regulations that 
regulate financial, financial investment 
and also industrial possibilities, the nation 
alleviated some criminal regulations, 
consisting of those on live-in and also 
adulterous partnerships.

Ahlan, globe: Exposition 2020 
Dubai wows millions
The area’s initial Globe Exposition 

symbolizes the 3 significant Emirati 
attributes: Strength, friendliness and also 
majesty. Delayed by a year as a result 
of the Covid-19 pandemic, the UAE 
was determined to install a program that 
remains to wow millions worldwide.

UAE flag flies around Mars

The very best Emirati minds 
collaborated to put the Arab globe’s 
initial interplanetary objective, the Hope 
Probe, in its Martian orbit previously 
this year. It remains to send out brand-
new monitorings, explorations and 
also understandings right into Mars’ 
distinct environment, make-up and also 
characteristics.

Look, no motorist
Driverless automobiles are not some-

thing that might take place in the future, at 
the very least in the UAE. On the roads 
of Yas Island, you can locate the nation’s 
initial fleet of driverless automobiles 
guiding by itself, reducing in advance of 
rate bumps, moving lanes flawlessly and 
also securely moving travelers while fol-
lowing the rate restrictions. Given that 
November 23, the initial test stage of AI-
powered ‘Txai’ has actually been advanc-
ing effectively on the island.         

A c h i e v e m e n t
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Sheikh Tahnoon bin Zayed Al Na-
hyan, UAE National Security 
Adviser, has kicked off a new 

chapter in bilateral relations by traveling 
to Tehran and meeting with high level 
Iranian officials. This important one-day 
trip, which is a turning point in Iran-
UAE, Iran-Arab and regional relations, 
is part of the Tehran-Abu Dhabi de-es-
calation process, which has been on the 
agenda of officials on both sides since 
2019. Earlier, on November 24, Ali Ba-
gheri, Iran’s Deputy Foreign Minister, 
visited the UAE. Trade, appointment 
of ambassadors,   maritime security and 
land transit are the four main topics on 
the agenda of the Tehran trip of the man 
in the shadows.

Sheikh Tahnoon is a brother of the 
country’s de facto ruler and Abu Dhabi’s 
crown prince.

Meeting with Shamkhani
Sheikh Tahnoon bin Zayed visited 

his Iranian counterpart, Admiral Ali 
Shamkhani on Monday morning (De-
cember 16). In this meeting, Shamkhani 
said that lasting stability and security 
will be established only under the shad-
ow of continuous dialogue and coopera-

tion between the countries of the region, 
adding that warm and friendly relations 
with neighbors and exchange of eco-
nomic, trade and investment capacities 
are the main priorities of the Islamic Re-
public.

The Secretary of the Supreme Na-
tional Security Council of Iran stressed 
in this meeting the Persian Gulf states 
can play an important role in the re-
gional and global economy while forg-
ing cooperation and joint efforts while 
creating development and prosperity for 
their nations as an energy hub. Sham-
khani emphasized joint efforts to end 
some military and security crises, add-
ing that dialogue should replace military 
approaches in resolving disputes. 

He expressed hope that the visit of 
his Emirati counterpart to Iran would be 
the beginning of a new round of bilateral 

‘Man in the Shad ows’ Visits Tehran
relations and pave the way for the con-
solidation and comprehensive expansion 
of relations between the two countries. 

Sheikh Tahnoon bin Zayed, UAE 
National Security Advisor, also ex-
pressed pleasure at his visit to the Is-
lamic Republic of Iran and said: “Iran, 
as a large and powerful country in the 
region, has a unique geopolitical posi-
tion and a highway connecting the east 
and west of the world.” 

Bin Zayed said that the develop-
ment of warm and brotherly relations 
between Abu Dhabi and Tehran is 
among the priorities of the United Arab 
Emirates. Tahnoon described the eco-
nomic capacities that can be exchanged 
between the two countries in the fields 
of transit, energy, transportation, health 
and investment as very wide and added: 
it is necessary to form specialized work-

ing groups while accurately identifying 
the fields of joint cooperation in differ-
ent economic areas and remove the ob-
stacles ahead.

Later on Monday, the UAE Na-
tional Security Adviser also held meet-
ings with high level officials in Tehran 
and was received by President Ebra-

him Raisi. Referring to the history of 
friendly ties between the two countries, 
Raisi said during a meeting with Sheikh 
Tahnoon bin Zayed Al Nahyan: “Good 
relations with the countries of the region 
are one of the foreign policy priorities in 
the new government in Iran and there-
fore we welcome the development of 
relations with the UAE.” The President 
added: “There should be no obstacles 
in the way of relations between the two 
Muslim countries and these relations 
should not be influenced by the instincts 
of strangers.”

The UAE National Security Ad-
viser also said in the meeting: “We are 
the children of this region and we have 
a destiny, so the development of rela-
tions between the two countries is on 
our agenda.” Sheikh Tahnoon bin Za-
yed Al Nahyan, referring to his detailed 

Bin Zayed said that the 
development of warm 

and brotherly relations 
between Abu Dhabi and 

Tehran is among the 
priorities of the United 

Arab Emirates.

R e l a t i o n s h i p

“Iran, as a large and 
powerful country in the 

region, has a unique 
geopolitical position and 

a highway connecting 
the east and west of the 
world”, Bin Zayed said.
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talks with his Iranian counterpart, said: 
“These meetings will be a turning point 
in the relations between the two coun-
tries and will improve security.” Sheikh 
Tahnoon emphasized: “We are ready to 
develop cooperation and we hope that 
a new chapter in the relations between 
Iran and the UAE will begin with the 
visit of the IRI President to Abu Dhabi.” 
In the meeting, the UAE National Secu-
rity Adviser extended the official invita-
tion of the UAE chief executive to Raisi 
to visit the country.

The UAE National Security Ad-
viser pursues four goals during his visit 
to Tehran. The first goal is promotion 
of relations is from the level of charge 
d’affaires to the level of ambassador; 
diplomatic ties between Tehran and Abu 
Dhabi which had been reduced to the 
level of charge d’affaires from January 
2016 due to the UAE’s cooperation with 
Saudi Arabia in severing relations with 
Iran. It seems that following this trip, re-
lations will return to the ambassadorial 
level and prepare the way for the visit 
of the foreign ministers of the two coun-
tries. 

The second goal is improving trade 
relations between the two countries tar-
geting $30 billion after the complica-
tions caused by two years of Corona 
pandemic. The head of the Iran-UAE 
Joint Chamber, noting that the bilateral 
trade is projected to reach $20 billion by 
the end of the calendar year 1400 (2021 
– 2022) said: “The UAE also predicts 
that the volume of trade relations be-
tween the two countries will reach $30 
billion by 2025.” The Emirate of Dubai 
is hosting an Expo for six months since 
the beginning of October (October 1, 

2021 – March 31, 2022), which has pro-
vided a good atmosphere for Iran’s com-
mercial presence.

The third goal; the issue of regional 
and maritime security has become a very 
important issue for the UAE govern-
ment since 2019 after the explosions in 
the port of Fujairah. The events that took 
place at that time, accompanied by mas-
sive explosions at the Saudi Aramco oil 
facility, encouraged Abu Dhabi to make 
a gradual compromise with Tehran.

The fourth goal of this trip is to 
discuss and consult on the land transit 
line from the UAE to Turkey via Iran. 
In fact, the UAE’s de-escalation with 
Tehran and Ankara boosts trade between 
the UAE and Turkey. The UAE used to 
send Emirati goods from Sharjah Port to 
Mersin Port in Turkey and from there to 
Europe, which used to run via the Bab 
al-Mandeb Strait-Red Sea-Suez Canal 
route. Following an increase in marine 
shipping fares the UAE prefers Iran as 
a land transit route to Turkey. This is 
while the previous route took 20 days 
and the new route (transit through Iran) 
takes 12 days.    

The third goal; the issue 
of regional and maritime 

security has become a 
very important issue for 

the UAE government 
since 2019 after the 

explosions in the port 
of Fujairah.

In my opinion, those who 
have just come to power 
in the new government 

have not yet left the 
election campaign slogans 

and do not understand 
how the economy can 

be managed.

their senses and think about the heavy 
responsibility that have been placed on 
their shoulders.

Recently, the Minister of Indus-
try, Mines and Trade announced that 
they intend to cut the connection of 
goods with the US dollar. Basically, 
what does this statement mean?

Absolutely none; It means nothing. 
There are various estimates of the US 
share of the global economy, which 
averages over 20%, and more than 80% 
of world trade is in US dollars. Now, 
what is the point in our decision to sever 
the relationship between the USD and 
our commodity trade? US GDP is over 
$ 20trillion, and our GDP at a most 
optimistic estimate is $400 billion or 
$500 billion. 

These numbers are very different. 
Our weight is not only the same, it is very 
different. In wrestling competitions, a 48 
kg lightweight wrestler is not placed on 
a mat with a 130 kg heavyweight wres-
tler to compete. It is also useless to boast 
that we are cutting off the dollar from 
the price of domestic goods. The biggest 
competitor to the dollar was the euro, 
which has yet to compete with the dollar. 

I am not saying that it will always 
be so, in the future there may be many 
changes in the world monetary system, 
but in the current situation, the dollar has 
a dominant share in world transactions, 
and to say such words, albeit erroneous-
ly, is attributed to be revolutionary and 
courageous and not to be intimidated 
by the enemy; but it is meaningless and 
contrary to common sense.

As I mentioned, I do not think it is 
yet clear to some members of the new 
government what heavy responsibilities 
they shoulder and what their circum-
stances are. Inflation is rising sharply 
and poverty and financial hardship have 
placed the people under pressure; the 
wealth and resources of the people are 
being melted like snow under the sun 
of inflation; I wonder how these offi-
cials want to save the people with these 
words, or at least keep them satisfied. 

R e l a t i o n s h i p S a n c t i o n

both private and government affiliated 
corporations are completely ignored. 
See what has happened to them and what 
will happen to them as this situation con-
tinues? What will happen to the produc-
ers of carpet, pistachio, industrial goods, 
steel and petrochemicals as the sanctions 
continue? What will happen when no ex-
porting company can transfer its money 
inland, or if it can, it will have to do it at 
a very high cost? The economy is locked 
in this way. These officials have been 
in government for a short time and they 
think that in the context of these three or 
four months, they can manage for four 
years. While it is impossible for such a 
situation to continue, the economic situ-
ation will definitely get worse and worse.

Inflation is constantly and rapidly 
increasing. With this situation, infla-
tion of prices, including the exchange 
rate, is constantly rising and it cannot be 
stopped. What do those in the govern-
ment who claim to be studying econom-
ics think about these issues? How can the 
private sector import and export without 
lifting of the sanctions and without ac-
cepting the FATF (Financial Action Task 
Force)? How to handle production? I 
hope that these officials instead of brag-
ging will wake up sooner and come to 

Continued from Page 25
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The results of the latest studies and 
statistical surveys in the field of 
economics and employment in the 

capital have raised serious concerns about 
the trend of career change in the society. 
A recent media report says that according 
to official data from the Statistics Center 
of Iran, there are two worrying trends in 
the livelihood of Tehran citizens. First, 
trends indicate that the focus of Tehran’s 
economy has shifted from industry to 
services, and this shift has been mainly 
in the real estate sector as well as in the 
distribution of guilds. In other words, 
productive jobs have been reduced and 

non-productive jobs have been increased.
Another trend is the increase in the 

number of people who have an income 
without a job, so that one million and 145 
thousand citizens of Tehran (10% of the 
population over 15 years old), without 
having a job, earn an income.

It is interesting to note that in 1399 
(2020), the population of this group in-
creased by more than 84,000 (8%) com-
pared to 1398 (2019). Studies show that 
these people earn their income through 
intermediation in various markets, in-
cluding gold, currency, stocks, housing, 
cars, or activities in other markets, as well 

as in matters such as jobbery.
What recent statistical studies have 

shown is, of course, nothing new, and this 
trend has been dominating the economy 
of the whole country (not just Tehran) for 
some time. There are now about 3 mil-
lion trade unions in the country, of which 
about 800,000 are unlicensed. Meantime, 
the number of trade unions in Iran is 
very high: tens of times the global norm; 
because there is one unit for every 30 
people in Iran. While in more developed 
countries this figure is between 700 and 
one thousand people. The more accurate 
meaning of this statistic is that a signifi-

cant number of the country’s population 
is engaged in buying and selling, without 
having a share in production.

On the other hand, every year we all 
hear the bitter news of “high fruit prices 
in the consumer market” on the one hand, 
and “the farmer being stuck with piled 
up products” or “his compulsion to sell 
his products at lower prices”. While the 
distance from the farm to the fruit market 
may not be more than a few kilometers, 
the presence of dozens of intermediaries 
and brokers who do nothing but “destruc-
tively affect the cost of the product and 
pocket its profits” causes both the produc-
er and the final consumer to lose.

Thus, we sometimes see that the 
price of domestic fruit that travels several 
kilometers by light cargo to the capital is 

Unproductive High-
Income Unemployed

particularly with the special approaches 
of the previous government, the sup-
portive tactics of the government went 
towards the development of service jobs, 
and this was partly effective in shifting 
the type of employment in the country 
from agriculture and industry to services. 
Advising farmers to abandon agriculture 
activities under such schemes as wood 
farming and pushing them into tourism 
businesses and the like, over-promoting 
jobs such as “selling goods or services in 
cyberspace” instead of supporting the ex-
pansion of “production-based businesses 
with new technologies and knowledge-
based economy” have all shown the exis-
tence of policies to encourage unproduc-
tive employment and reduce productive 
jobs in the public and executive sectors 
in recent years.

In addition, the fluctuations caused 
by the misconduct of some former gov-
ernment officials were not ineffective in 
this job changing. At the height of the 
fluctuations in the foreign exchange and 
precious metals market a few years ago, 
most of those who worked in the field of 
intermediation, brokerage, especially in 
the foreign exchange and precious metals 
market, as well as the import of consumer 
goods, made profits of several hundred 
percent! But over these years have wage 
earners, farmers, workers and producers 
had such an increase in income?

In the midst of these fluctuations, 
these people emerged as the winners 
of the turmoil in the currency and gold 
markets, throwing all their assets into the 
brokerage and buying and selling of such 
commodities. Those who considered such 
behavior counter to their social dignity 
and believed that joining the crowds 
rushing to buy currency or register for 
gold coins was tantamount to piercing 
a ship with everyone aboard.” In other 
words, they practically witnessed the 
bitterness of devaluation of the national 
currency and the consequent decline in 
the purchasing power of their capital! This 
was followed by an unregulated influx of 
people into the capital market - which 
ultimately experienced an unprecedented 
decline in the stock market. Meantime, 
in the newest link in the chain, that is 
foreign crypto-currencies, unfortunately, 
the rivalry to amass wealth continued 
effortlessly.

Sometimes we hear that a person 
who 40 years ago did not have two pen-

What recent statistical 
studies have shown is, 
of course, nothing new, 
and this trend has been 

dominating the economy 
of the whole country 

for some time.

more expensive than foreign fruit that has 
traveled thousands of kilometers by sea 
and land to reach the consumer.

In general, one of the most impor-
tant points about employment policy is to 
focus on the type of job the government 
supports. Unfortunately, in recent years, 
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A number of powerful forces are 
pulling the global economy in 
different directions and seem to 

be reversing, at least for a brief post-cri-
sis moment, long-standing patterns such 
as deflationary trends, a declining labour 
share of income and global integration. 
The question on many observers’ minds 
is: how long will this last? Are we see-
ing true trend reversals or are inflation, 
labour shortages, wage increases and 
global disruption momentary phenom-
ena marking the aftermath of one of the 
deepest economic crises of the past 100 
years? Survey responses point to a wide 
mix of competing forces that are shap-
ing post-COVID-19 dynamics. 

The Outlook for Prices 
Since the first upticks in inflation 

started appearing in price indices earlier 
this year, views have shifted from seeing 
such developments as a short episode 
to realizing that the green transition 
in particular could become a driver of 
long-term impacts on price levels. 

Price pressures have arisen from 
sources as varied as pent-up demand, 

Outlook for Prices, 
Wages and Globalization
changes in behavioural patterns due to 
COVID-19 (in particular for goods en-
abling the digital economy), stimulus 
spending, shortages in building materi-
als, supply disruptions due to renewed 
lockdowns and reduced shipping capac-
ities or simply base effects. Products and 
services that have suffered such tempo-
rary price surges have included used 
cars, lumber and container shipping. 
Lumber prices, for example, surged in 
the spring, but just as rapidly dropped 
back to their pre-pandemic levels over 
the course of June and July. A number of 
survey respondents further place energy 
price hikes in the temporary category. 

In other cases, prices may be rising 
in the longer term. For some products, 
survey respondents expect longer-last-
ing supply pressures – for example, in 

the case of semiconductors and micro-
chips as more of the global economy 
moves online. Secondly, the green tran-
sition can be expected to add resource 
and production costs to prices across 
the economy. Energy costs will have 
to increase by design and are expected 
to stay elevated while it takes time for 
demand to shift, renewables supply to 
expand and productivity gains from 
green investments and technology to 
come through. Some respondents also 
expect increases in housing prices as 
well as rent inflation to be longer-term 
phenomena. In addition, greater protec-
tionism can be expected to be a driver of 
inflationary pressures as can wages. The 
dynamics of the latter are discussed in 
more detail below. 

On balance, survey respondents 

expect current levels of inflation to be 
a short-term phenomenon over the next 
1–2 years, with the caveat that energy 
and housing prices might be on an up-
ward trend for longer (but less steep 
than recent energy price hikes). Overall, 
there is confidence that central banks 
will remain determined and able to keep 
inflation in check. 

The Outlook for Wages 
The COVID-19 crisis, together 

with evolving long-term trends, is shift-
ing employees’ bargaining power and 
has been lifting the wages of different 
groups of workers. More generous un-
employment benefits and better protec-
tion for gig workers (e.g. in the US) 
have allowed low-paid service-sector 

workers to insist on decent pay as hospi-
tality and retail businesses have started 
to rehire. Reservation wages (the lowest 
wage at which a person would accept 
employment) seem to be staying higher, 
even as unemployment support is being 

phased out. Many service-sector jobs 
remain unfilled to date, even though un-
employment rates are still higher than 
before the crisis. In some cases, new im-
migration restrictions are contributing to 
labour shortages in the service sector. 

In a different part of the economy, 
accelerating trends such as further digi-
talization and the net-zero transition are 
rapidly shifting skills demands while 
systems have not yet adapted to provid-
ing the right reskilling and upskilling 
opportunities. This has led to a war for 
talent, in particular in green and digital 
skills, which is driving up wages. Wage 
pressures are thus forming across low- 
and high-skilled occupations, which are 
both experiencing labour shortages. De-
mographics in many advanced econo-
mies can be expected to be a compound-
ing force. 

New evidence is also emerging 
that productivity has been picking up 
post-crisis as companies have stream-
lined processes during the crisis and are 
battling post- COVID-19 labour short-
ages with more automation. In addition, 
the pandemic appears to have led to 
workers moving from lower-tech, low-
productivity firms to tech-savvy, high-
productivity firms, which were able to 
expand during the crisis. Projections for 
the US are 2% of total factor productiv-
ity growth in 2021 as opposed to close 
to 0% annual growth for the decade be-
fore the crisis. OECD forecasts confirm 
a pick-up in labour productivity growth 
across high-income countries. If this is 
indeed the case, workers will be able to 
bargain for a larger share of a growing 
pie as productivity is up and firms are 
competing for talent. 

An upward pressure that will not 
bring gains in real wages to workers 
could be arising from de-anchored in-
flation expectations in economies with 
recent inflation experience. 

At the same time, the automation 
of tasks that accelerated during the cri-
sis will continue to put downward pres-
sure on the wages of the middle-skilled 
workers it is (in some cases partially) 
replacing. In addition, the realization 
that some tasks can be done remotely 
with the same level of productivity will 
increase global competition for certain 
jobs. Shifts in activity away from cer-
tain sectors (e.g. business travel) will 

The COVID-19 crisis, 
together with evolving 

long-term trends, is 
shifting employees’ 

bargaining power and 
has been lifting the wages 

of different groups 
of workers.
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also lead to downward wage pressures. 
Overall, some strong forces curtailing 
workers’ bargaining power remain. 

Survey respondents in the majority 
see wage gains as a short- to medium-
term phenomenon that is a welcome de-
velopment in the battle against inequal-
ity, yet that may weaken in the longer 
term as automation and global competi-
tion for local jobs again dominate bar-
gaining dynamics. 

The Outlook for 
Global Economic Integration 
Global integration is being pulled in 

many directions. As multilateralism and 
economic coordination are seeing a re-
vival, economic linkages on the ground 
are fragmenting. Some of the fragmen-
tation is expected to remain temporary 
and closely related to the crisis, yet other 
forces might drive disintegration in the 
longer term. 

Global value chains: Global value 
chains have been experiencing a series 
of disruptions, beginning with emergen-
cy shutdowns and border closures and 
continuing with raw material and inter-
mediate input shortages, staff shortages, 
missing containers and ships, and con-
gested ports. Many of these bottlenecks 
should clear up as pent-up demand eas-
es, lockdowns are lifted, workers return 
and ports become decongested. 

There are also, however, forces 
likely to continue eating away at global 
integration via value-chain linkages in 
the longer term.

Resilience considerations will be 
increasingly reflected in new produc-
tion networks in the form of parallel 
supply chains (a “just in case” replac-
ing the “just in time” production logic). 
Secondly, driven by much-needed en-
vironmental policy, production may be 
moved closer to markets to avoid more 
expensive shipping. Lastly, governments 
may be tempted to resort to protectionist 
measures in order to alleviate domestic 
pressures and geopolitical risks, driving 
fragmentation in supply chains for stra-
tegic industries such as semiconductors, 
electric vehicles, pharmaceuticals, mi-
crochips and batteries. 

Geopolitics: Survey respondents 
expect to see continued rivalry between 
the US and China in the realm of tech-
nology developments and the further 

build-out of two competing tech hubs 
(and more generally between China and 
other Asian economies). Schisms in val-
ues between China, the US and Europe 
are expected to become increasingly ap-
parent in a data-driven economy where 
issues of privacy and data ownership 
predominate. 

At the same time, there is still de-
mand for greater global integration, in 
particular from low- and middle-income 
countries. Business logic is further ex-
pected to continue to fall on the side of 
integration both on the production side 
and the market-access side. Global in-
tegration will to an important extent be 
helped by the progressing digitalization 
of working arrangements (allowing for 
greater integration of services indus-
tries) and platform-based distribution 
channels. 

The lockdowns of 2020 revolution-
ized working arrangements in white-
collar industries by removing physical 
and psychological barriers to working in 
different locations and asynchronously. 
On the consumption side, it is hoped 
that digital platforms will continue to 
drive integration by providing smaller 
firms with access to global markets. It 
was also pointed out that we are seeing a 
re-emerging interest in joining regional 
trade agreements, such as the Regional 
Comprehensive Economic Partnership 
(RCEP) and the Comprehensive and 
Progressive Agreement for Trans-Pacif-
ic Partnership (CPTPP). 

When it comes to restoring the 
global economy to a functioning system, 
the first order of business will need to be 
finding a global approach to vaccine dis-
tribution. Failure to do so will be a major 
centrifugal force working against global 
integration. A multilateral approach to 
vaccine and recovery financing will go 
a long way towards stitching the global 
economy back together. Looking further 
into the future, nothing less than the sur-
vival of the planet will depend on global 
cooperation and coordination. 

On balance, survey respondents 
view global fragmentation as a medium-
term phenomenon, with the expectation 
and hope that the global challenges 
humanity is facing will eventually focus 
minds and force the adoption of a global 
mindset.  

In a different part of 
the economy, 

accelerating trends such 
as further digitalization 

and the net-zero 
transition are rapidly 

shifting skills demands 
while systems have not 

yet adapted to providing 
the right reskilling and 

upskilling opportunities.

What Is the Path of 
Development in Iran?

In the development literature for the 
last 70 years or so, we have come 
across different perspectives. In his 

book, Kamer Daron Acemoglu (Turkish 
born American economist) categorizes 
and describes the different phases of 
economic growth and development and 
well expresses the historical course of 
the concepts of development. 

First he considered physical capital 
and labor, and later human capital in this 
context. It was after this period that the 
importance of endogenous growth mod-
els and the significance of technology 
were reiterated.

After the world was confronted 
with countries that did not develop de-
spite all of this, it focused on other parts 
of the development literature. In gen-

eral, in the new literature, development 
is classified as a phenomenon influenced 
by political factors and the quality of the 
government and the political system, 
which together have a high impact on 
development.

In addition to these issues, the role 
of public culture in achieving develop-

ment is also prominent. The path that in-
fluences the process in the form of infor-
mal and valuable institutions, customs 
and norms that exist among the people 
and policymakers. But in any case, soci-
ety has reached the point where political 
institutions are important and effective 
for development. The important ques-
tion is why some societies do not have 
political institutions that support devel-
opment? It is from this perspective that 
aspects of political economy matter.

If we consider development as the 
product of the collective action of vari-
ous stakeholders who are active both in 
the private sector and the market, as well 
as in the form of government managers 
and bureaucrats in the government, we 
realize the government and the impor-

The first type of 
government is one that 
supports development 
and puts its minimal 

functions alongside the 
country’s development 

process.
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tant role it plays in development. There-
fore, the government has an important 
role to play in the development path 
from two angles. First, I categorize the 
quality of the mechanisms that shape a 
government in society as “the quality of 
democracy.”

Another is the quality of the gov-
ernment’s administrative system or the 
“quality of bureaucracy” that plays a 
vital role in achieving development. If 
a country is in the trap of underdevelop-
ment, the government can help society 
out of these two areas and move to-
wards development. From this perspec-
tive, we can have three different types 
of government in terms of how to deal 
with development.

The first type of government is 
one that supports development and 
puts its minimal functions alongside 
the country’s development process. 
Major countries with a capitalist-based 
political system that focus on the free 
market can be included in this category. 
In these systems, most of the work is 
on the private sector and through the 
market system, and the government only 
fixes market failures.

For example, if there are exter-
nal influences, or if public goods are 
needed, or there is high uncertainty and 
high transaction costs, or even if there is 
a monopoly in the market, the govern-
ment intervenes and tries to eliminate 
market bottlenecks so that society could 
move towards development. There are 
also governments in the development 
literature, and their role goes up and 
down over time.

The second form of government, 
which relates to development, is the one 
that sponsors development. This article 
refers to the experience of Taiwan and 
South Korea as two countries that do 
not have natural resources and physical 
capital and do not have significant 
human capital, but have had a good path 
to development over 60 years.

These governments are generally 
agile, efficient and healthy, and there is 
no corruption in their bureaucracy. On 
this basis, these governments are able to 
formulate an industrial strategy for the 
development of the country from this an-
gle and to support the industries in a way 
that achieves their goals. This is the path 

that you see in a short period of time has 
provided the possibility of development 
for countries like South Korea.

In this sense, China can also be 
considered a large and not so agile but 
non-corrupt government that has been 
efficient and has used the resources at its 
disposal well in achieving development. 
These are the types of governments that 
provide a good business environment 
for the economy, that is, impose limited 
direct and indirect costs on producers 
through the administrative system of 
government.

The third type of government in 
my category are development-hindered 
governments that we have had and ex-
perienced them in different periods of 
our recent history. Among these govern-
ments is the one emerging in 2011 when 
we faced such governments prominently 

and we are still struggling with that. I 
need to point out here that my analy-
sis is not aimed at a particular person 
or group, but a generality that has been 
imposed on the government as a frame-
work consisting of all three powers. The 
characteristics of this government will 
make it possible to get a picture of what 
exists between the government and de-
velopment in the country.

There are various reasons why the 
government in Iran has hindered devel-
opment in recent years. The first reason 
is that this government does not have an 
industrial development strategy. In other 
words, it does not know what the devel-
opment path of the country is and where 
it will be heading. In fact, the govern-
ment does not know what goods and ser-
vices we should produce in order to be 
able to contribute to the division of labor 

in the global economy.
In fact, the government needs to de-

termine its share of the global economy 
by producing a range of goods. The bot-
tom line is that we need to know what 
we are doing in the world economy. For 
various reasons, we have not been able 
to reach a consensus on our develop-
ment strategy in the political and admin-
istrative system. Do we want to go to the 
automotive and home appliance indus-
tries and be like Germany; or we want to 
grow in the petrochemical industry and 
repeat a movement similar to the oil rich 
countries; are we looking to develop the 
food, clothing and agriculture industries 
like Turkey? Unfortunately, we have not 
yet defined our task with the world.

This is an important issue that de-
termines the task. If the government in 
Iran today does not know which way to 
go, it is precisely because of this situa-
tion. On this basis, the country’s foreign 
relations have not been regulated or dis-
cussions on land management and re-
gional development have not been taken 
seriously. This policy and lack of indus-
trial development strategy has had many 
consequences.

Another reason that the govern-
ment has become an obstacle to devel-
opment is its large size in Iran. This has 
caused the government in Iran to be both 
inefficient and to spread corruption in 
various forms within the red tape. The 
Iranian government is facing inefficient 
manpower and inefficient bureaucracy 
in key areas such as the Ministries of 
Education, Welfare, Health, and infra-
structure, and so on.

At the same time, there are several 
economic companies that have spent 
economic resources in various sectors 
and activities in the fields of energy, oil, 
banking and trade, while the resources 
have not been used properly. Today, 
the economic facilities that exist in the 
subdivisions of the Ministry of Welfare 
and Social Security are sufficient for the 
development of the country. However, 
these facilities are not used in the right 
way. State-owned banks under the Min-
istry of Economy could also have grown 
well in the form of international banks, 
but none of these goals were achieved.

By: Ali Cheshmi, Economist
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Head of the Genetics Department 
of the Ministry of Health, em-
phasizing that restricting screen-

ing does not help development of the 
population, said: “They say that the bil-
lion-dollar mafia of screening and abor-
tion drugs is seeking screening. If there 
is a Mafia, the monitoring and police ap-
paratuses of the country should stop these 
people and punish them severely. The 
Down syndrome program, of course, did 
not have a national protocol until 1397 
(2018) and had a procedure that does not 
count as a protocol, because the guide-
lines are not comprehensive. Due to this, 
there were disruptions in the implementa-

tion of the program, which were identi-
fied in the investigations of the Ministry 
of Health and were recorded in the study 
document of Down syndrome in 1394-95 
(2015 - 2016).

Screening is a health tool and it has 
not caused this problem,” Samawat said. 
The fact that we did not deal with the Ma-
fia is not related to screening. Why should 
we limit screening? We oppose the draw-
backs of this plan and say that Articles 53 
and 56 have nothing to do with popula-
tion growth, do not cause any develop-
ment for the population and, incidentally, 
harm the population and increase the 
death rate. 

Drop in 
Marriage, Rise in 
Divorce in Iran

are the reasons for that?
The head of the Genetics Department 

of the Ministry of Health said: “The 
second approach is related to a series of 
abnormalities that cannot be treated and 
their treatments are not curative and are 
only partial and supportive.” Some of 
these individuals are identifiable during 
the fetal period. These cases are identified. 
The cases allowed by the abortion law in 
2005 cause embarrassment to the mother 
and the mother herself requests and 
undergoes abortion. But these points are 
not taken into account and things are said 
that are not true. 

So there are two cases, both of 

If we see insurance as a 
research center, many 

problems will be solved. 
Strengthening insurance 
is one of our main goals.

Doesn’t the fact that babies are born 
with 30,000 abnormalities who are not 
fertile properly, have very premature 
deaths and have very effective disabili-
ties that affect the quality of life harm the 
population? Why should these principles 
be included in the population plan? What 

F a m i l y



IRAN INTERNATIONAL, January 2022, No. 99IRAN INTERNATIONAL, January 2022, No. 9950 51

which are within the framework of law 
and sharia and are not outside these cas-
es. The law of the Islamic Republic is the 
law of Sharia and the Guardian Council 
endorses its Sharia and legality. Samavat 
added: The abortion law of 1384 (2005) 
has also been approved by the Guardian 
Council. As a result, it is both religious 
and legal. 

“There are currently 8,000 legal 
abortions a year, but screenings can 
detect up to 30,000 diseases,” he said. If 
screenings are limited and these people 
are born with these abnormalities, they 
will have very complex and difficult lives 
that are severely disabling for themselves 
and their families. These patients have 
premature deaths and are often infertile. 
These are issues that embarrass the 
family, and support for these people is 
very limited. As a result, the law allows 
them to have abortions. There has to be 
an expectation from the health system as 
to why you have identified 8,000 cases 
and you need to fully identify them. 
Instead, they want to prevent what is 
being diagnosed. 

Half of the Treatment Cost Is 
Borne by the People
Meantime, the Minister of Health, 

stating that a part of the society does not 
yet have health insurance, at the same 
time pointed to the increase in medical 
expenses and said: “Out-of-pocket pay-
ments has reached 43% and this problem 
must be solved and this is an obligation.” 

Bahram Ainollahi continued: “The 
coverage of our population is not yet 
complete and part of the society does not 
have insurance; especially in deprived 
areas, there is no satisfaction with this 
issue and a part of the society is not 
covered. On the other hand, we still have 
problems in the service sector and it is 
not comprehensive and we cannot cover 
all diseases and mainly work in basic 
insurance; unfortunately some diseases 
are catastrophic and the person who gets 
sick has to sell his everything to cover the 
costs...”

The Minister of Health said: “We 
must go in a direction where, as put by the 
Supreme Leader, the patient suffers from 
the pain of his disease and should not be 
concerned about paying for expenses.

Out-of-pocket payments have 
reached 43% and this problem must be 
solved and this is a task. Bahram Ainul-
lahi emphasized: justice must be done 

The law of the Islamic 
Republic is the law of 

Sharia and the Guardian 
Council endorses its 
Sharia and legality.

and be accessible. Family doctor is still 
neglected, and every move without fam-
ily medication plan will not be success-
ful; we have big plans in the country, such 
as the plan to transform the health system, 
which increased our resources five or six 
times, however, out-of-pocket payments 
have increased. Injecting resources alone 
does not solve the problem and requires 
more major action.

He added: “One of our problems in 
money injection insurance is the issue 

of treatment, while some countries also 
include the health sector in insurance to 
encourage insurance to reduce the inci-
dence of disease by emphasizing the issue 
of prevention.” Insurance must be in con-
stant contact with the Ministry of Health, 
the Ministry of Health cannot do without 
insurance. 

Unfortunately, in our country, insur-
ance has not been as strong as it should 
be. Insurance is the best place to moni-
tor and plan. We have about 800 research 

centers in the country that only publish 
articles, and what if they do not meet the 
needs of the people? If we see insurance 
as a research center, many problems will 
be solved. Strengthening insurance is one 
of our main goals.

Iranian Family Becomes Smaller
Studies show that in a period of 60 

years, the number of people in Iranian 
households decreased from an average of 
4.8 to 3.8 people. According to statistics 
compiled by the Statistics Center of Iran 
in the report of macroeconomic and social 
indicators, in the period from 1335 (1976) 
to 1395 (2016), the size of the household 
fluctuated and in some cases up to more 
than five people have been recorded.

This is while in 2016, the average 
number of people in Iranian households 
in the whole country was 4.8, which 
in 1996 (and 10 years later in 1976 an 
average of five people was announced. In 
1365 (1986) and1370  (1991) the average 
number of people in households was 
5.1 and 5.2 which in 1370 (1991) was 
the highest household size in the last 50 
years. 

But from this year on, the number of 
people in families gradually decreased to 
4.8 people. Then in 1385 (2006) the aver-

age household size decreased to four peo-
ple; in 1390 (2011) to 3.5 people; and in 
2016 to 3.3 people. But a detailed study 
of this report shows that the average num-
ber of people in urban households de-
creased from 4.7 people in 1335 (1956) to 
3.33 in 1395 (2016). During these years 
the highest average number of people in 
a family dates back to 1370 (1991) with 
4.9 people. Also, in rural households, 
the household size decreased from 4.8 in 
1335 (1956) to 3.4 in 2016, and during 
these years, the highest average number 
of rural households was recorded in 1370 
(1991) with 5.6 people. 

Marriage Down, Divorce Up
Official reports indicate an increas-

ing trend in divorce and a decrease in 
marriage over the past 10 years. The Sta-
tistics Center of Iran has reviewed the 
status of macroeconomic and social in-

dicators since 1390 (2011) in a detailed 
report. The report shows that the ratio of 
divorce to marriage increased from 16.3 
to 32.9 during these years, which has had 
a growing trend; but in 1398 (2019) it is 
at the highest point, i.e. 33%, but last year 
it went down 0.1 percent. 

Other details of the statistic show 
that in 1390 (2011) the total number of 
registered marriages was 874,702, but 
decreased to 556,731 in 1399 (2019). 
During this period the marriage trend 
has been mainly declining but in 2016, a 
slight increase in marriage was recorded, 
from about 685,352 to 704,716. In the 
following year, however, there was a 
decrease by about 100,000.

Accordingly, calculations show 
that marriage in Iran decreased by more 
than 36% between 1390 (2011) and 1399 
(2019). However, regarding the situation 
of divorce in the country, statistics show 
that in 1390 (2011), 142,841 divorces were 
registered, which in 1399 (2019) increased 
to 183.193 people. The trend of changes in 
divorce has been mainly increasing, but it 
decreased slightly between 1397 (2018) 
and 1398 (2018), and this trend declined 
again last year. Accordingly, the divorce 
rate in Iran from 1390 (2011) to (2019) 
increased by about 28%.   

F a m i l y



IRAN
A Window, 
A River, 
A Heart


