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cO WMMx OFFICE "RANDUM*fif#21 FF ~~Q c&,uv Cairo, Egypt
TO: W. A. B. Iliff DATE: December 12, 1949

FROM: C.V.H. Engert WGARCHVS

SUBJECT: Relations between Persia and IraQ

Referring to ar previous confidential reports on this subject, it appears
that on November 26, 1949 the Persian Government suddenly announced that it
had decided to exppll within two weeks all Iraqi subjects residing in Persia.

No explanation was offered for this move other than a statement to the
effect that it was in the nature of a reprisal "for the unfriendly treatment
of Persian nationals in Iraq, which has increased in the last three months."

Upon making inquiries in Baghdad when I was there last week I learned
that there are about 2,000 Iraqis in Persia, "many" of whom the Persian
Government said it considered "undesirable." Although most of these appear
to be Jews, the Persian inister in Baghdad emphatically denied that their
proposed expulsion was an indication of an anti-Semitic policy.

As there are about 150,000 Persians in Iraq it would be easy for the
Iraqi bovernment to retaliate by expelling 2,000 or more of them. However,
up to the time of sy departure from Baghdad the Iraqi Foreign Office seemed
to be hopeful that an amicable settlement of this incident would be reached
in the near future. That the Government is anxious to avoid a deterioration
in its present cordial relations with Persia may be inferred from the fact
that the Regent - in his speech from the Throne on December 1st (see XV
Memo #250, Dec.7,'49) - stressed "the strong friendly tiA' between the two
peoples.
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IRANIAN EMBASSY

WASHINGTON, D. C.

No.2979 December 6, 1949.

Mr. W. A. B. Iliffe,
Loan Director,
International Bank for
Reconstruction and Development,

Washington 25, D.C.

Dear Mr. Iliffe,

In connection with the Mission which
the Bank was to send to Iran early in January, this
Embassy cabled Dr. Naficy some days ago asking whether
the projects in connection with which the Plan Organi-
sation intended to apply for loans would be ready by
the time the Mission would arrive in Teheran and, if
not, suggesting postponement of the departure of the
Bank Mission to a later date.

A reply has been received this morning
stating that due to the late arrival of Mr. E. A. Bayne
who has only just reached Teheran, the projects will
not be ready until the second half of January. It is
therefore suggested that the departure of the Bank's
Mission be postponed until the last week in January.
I trust such a postponement will suit the Bank.

Yours very

Hussein Ala
MN/J Ambassador Of Ir



7

/r



. A.. a A4
D.E. ammm

-u.1 atuomi bt. ht 4 -

ftoflma mtig t * I v~l rrt IO o xomar14



Win, w1 LL vms t mo u -sIl

mo S. Z""410' -4

W, . 1 , m*so* #**t o
. I. .. -

lo 3w ebvhm a* omalw 9

uwomwx lt 3om aso fb N SO 6014 3m wbf
O -l" NI Awa d ha s 1 am" m

bow lb_ m molo

.ew N.O.Wss,

l6 so 3ONO tm or d lb

islst to moo -a t to ow sal.m*

4r.bof O low OW 3om 40a -4 1b stu

ft* 1-*wW -oqd A o ab4eiskoglhat * sMoat* mewsa Omomos am

omod Ue s bms a S Us , s

asas 3s nem --- 3m-- t lb-ua .. e- It lbgn

f tod *omat 1A"e wk asuf t O440 "Mom-A& low *0m

. mw w a-u mte 1i a m to b um ow *0

fe aim"0 m1 As alib obb 1 1-IVpm8 #s lbftp %e

p--mm It a lb40 s enet g-mmn enmita dr% n



"mo aa, -wwatt" U* ile be Au as 0 -Goson- -

anm vwt 110 iminnesea ube Add ft" Atw divuawlmns (a) Oes

V*" ma (b) Dod of . As to l k o -00

so a!Mat te bm at! oill 00 p0moft I& woo suoof ~ee
loop"4 WL A erin* a o

74 e
bw .sm roia 40 -oo on *Mo toa"*

wo so A s bat * 0 ta a il INAt Ummaem%- w tt -iv -d - m to a -o Us -% of ft b.m

he to b*% atm 20106

9*"o mO Usmow** s Wo 1000 MMWww how boo Ob INUU-

36 Oo of At b mib l is b stp)*

~ SWea~ of-1 as~)

- 1% 19amme*



C
0
P
Y

AIDE MD4OIRE

IRANIAN DEVELOPMENT PROJECTS

1. The Iranian Plan Organization has submitted a diversified group of development

projects for preliminary consideration by the Bank which involve a total estimated

foreign exchange requirement of $36 million. This group of projects is based largely

on the study recently completed by Overseas Consultants covering a seven-year de-

velopment program for Iran. The projects represent a portion of the program recom-

mended by OCI to be executed during the first two years of the plan. The item

involved in the estimated cost are given in Appendix A which is attached.

2. Based on the limited information available at this time, it is not possible to

make an assessment of the various projects which have been submitted since the only

information available is contained in the 00I report which is not intended to carry

a full justification of all of the projects which have been recommended but rather

to indicate those projects which offer promise of profitable zeturns on their

execution.

3. Based upon the information which is available, the categories which seem

most likely to yield bankable projects are:

(1) Cement plants
(2) Agricultural machinery
(3) Power plants
(4) Port development
(5) Railway equipnent
(6) Industrial plants

In these categories, it seems probable that specific projects can be developed for

selection by the Bank which will be productive and which will show an earning

capacity at least adequate to liquidate a long-term loan.

4. Special difficulties exist in the case of

(1) Equipment for petroleum exploration
(2) Bulk purchases of cement

5. The principal objection to the remaining categories, such as pumps and

drilling equipment, road building machinery, communications, and similar items,
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lies in the difficulty of establishing the earning power of such projects and,

in some cases, the large number of small items which are involved and which will

be widely distributed. It seems preferable to consider those projects in the

program which can be isolated and justified as separate units. Based on the in-

formation now available, it appears that the following items would not be of

interest to the Bank at this times

(1) Water pumps and drilling equipment
(2) Road building machinery
(3) Railway materials (ties, rails, etc.)
(4) Communications equipment
(5) Equipment for mines
(6) Tugs and fishing boats

6. Even if it were possible at this time to make a selection of projects which

could be considered on the basis of productivity and earning capacity, it is not

possible to determine the amount of the loan which would be required. This would

depend on the extent to which Iran might find it possible to provide finance for

the projects without recourse to a Bank loan.

7. It seems that the next step to be taken by the Plan Organization should be

the selection of specific projects in the various categories which can be fully

justified at the present time. Such projects should be documented in a form

acceptable to the Bank and formally submitted for our consideration as a basis for

a loan. In general, the Bank desires a presentation along the following lines:

(1) A description of the project including important technical details.

(2) An estimated cost of the project broken down by items and into the
various currencies required, including domestic currency.

(3) Schedules of construction and expenditures.

(4) Proposed methods of financing.

(5) Estimated production capacity of the project and production costs
broken down into principal elements.

(6) A detailed justification of the project including such factors as
need, earning power, foreign exchange earnings or savings, increased
employment, and similar items. Substantiating data should be por-
vided including detailed market analysis for the principal products.
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(7) A description of the company which will operate the project and
information concerning the past financial standing of the company,
and similar data.

(8) A ten-year projection of the financial position (including cash
flow) of the Company from the start of the project, this estimate
being broken down into principal items with explanatory notes.

WASHINGTON, D. C.
3 October 1949



APPENDIX A

LIST OF PROJECTS SUBMITTED BY IRANIAN GOVERNMENT

SECTION I

AGRICULTURE AND IRRIGATION
1.(a) Purchase of Tractors and other Agricultural and

Mechanical equipment and ten Repair Workshops
one for each province.

Ref. Volume III, Pages 107 & 110 $3,000,000

2,(b) Purchase of Pumps and Drilling Equipment

Ref. Volume III, Page 158 $3.000.OOO $8,000,000

SECTION II

TRANSPORTATION

3. (a) Port Equipment for Khorramshahr and Bandarshahpour

Ref. Volume IV, Pages 51 and 56 $1,000,000

/4. (b) Road Building Machinery

Ref. Volume IV, Page 27 $2,000,000

5.(c) Purchase of lTling Stock and Equipment for
Existing Railways in addition to sums expected
from British Government

Ref. Volume IV, Page 21 $2,000,000

6.(d) Purchase of Rails Ties and Fastenings for Lines
under construction

Ref. Volume IV, Pages 21 and 24 $5.000.000 $10,000,000

SECTION III

COMMUNICATIONS

7. (a) Purchase of Requirements

Ref. Detailed in Exhibit J5, Volume IV $2,000,000 $ 2.000.000

$18,000,000



Brought Forward $18,0O0,00O

SECTION IV

INDUSTRY AND MINES

8.(a) First Cost of rehabilitation of existing Textile
Silk Jute Cement Factories and completing Veramin
Sugar Refinery and rehabilitating existing Chemical
Industries

Ref. Volume IV, Pages 135, 145 & 153 and also
exhibits K3 and K4 $4,000,000

9.(b) Purchase of Two Dried Fruit Packing Plants

Ref. Volume IV, Exhibit K3 $ 500,000

10.(c) Purchase of Two New Cement Plants for Dorood and
another Provincial Center

Ref. Volume IV, Exhibit K3 $4,000,000

ll.(d) Equipment for Mines

Ref. Volume IV, Exhibit K6 $1,000,000

12. (e) Equipment for Petroleum Company

Ref. Volume IV, Page 263 $1,000,000

13.(f) Power Plants and Ancillary Equipment

Ref. Exhibit L3, Volume IV $5,000,000

14. (g) Purchase of Tags and Fishing Boats and Equipment
essential for Food Supply of Gulf Ports

Ref. This item has been superficially dealt with
in Volume III, page 116 $ 500,000 $16,000,000

SECTION V

GENERAL

15.(a) Purchase of Fifty Thousand Tons Cement required
during next two years for construction Road
Railways Ports Aerodromes Factories etc. in
addition to local production and other con-
struction material 12,000,000 $ 2.000.000

TOTAL $36,000,000
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IRANIAN EMBASSY

WASHINGTON, D. C.

November 10, 1949.

No. 2715.

Mr. W.A.B. Iliff,
Loan Director,
International Bank for
Reconstruction and Development,

Washington, 25, DC.

Dear Mr. Iliffe,

V, I am in receipt of your letter of
November 7 and wish to express the appreciation of
my Government to the Bank for its cooperation in
extending leave of absence to Mr. 3. X. Bayne, to
enable the Plan Administration to have his services
for a period of six months. I trust the Bank will
be able to extend to him further leave of absefce
should his services be required for a longer period.

My Government fully appreciates that
the Bank will not be responsible for any advice
which Mr. Bayne may tender or any policies he may
recommend.

With kind regards,

Yours incerely,

Hussein Ala
MN/j Ambassador of Iran.
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Fonm No. 57
(5.48) INTERNATIONA0,J- BANK FOR RECONSTRUCTION AND 'IVELOPMEN

OFFICE MEMORANDUM
TO: Files DATE: October 28, 1949

FROM: F. Dorsey Stephens

SUBJECT: Iran - Visit of Mr. Hammil, OCI

1. Mr. Hammil of 00I called on Thursday, October 27, and conferred
at some length with Messrs. Rembert, Bayne and Stephens, and Dr. Tagi
Nas, Alternate Executive Director for Iran and representative in the
U.S. of the Plan Organization.

2. Copies of the Bank's Aide Memoire of October 3, 1949, containing
comments by the Bank's staff on the list of priority projects submitted
to the Bank and an outline for the eventual presentation of any specific
projects for Bank financing, were given to Mr. Hammil and discussed at
some length.

3. Stress was laid by the Bank's representatives not only on the
-proper presentation of the technical aspects of the projects but also
upon their financial aspects, particularly as regards domestic fi-
nazicing.

4. Mr. Hamil explained at some length OCI's views as to the methods
which should be followed in the drawing up and awarding of bids. He
stated that 00I's advice to the Plan Organization would be to call for
bids on a wcost-plus fixed fee" basis (in the past the various Government
Ministries and agencies have been obliged to call for "lump sum" bids,
but the Plan Organization is legally free to follow whatever method it
desires). Mr. Hammil further stated that, while member firms of 00I
expect to compete for contract business, they would only do so on a
"cost plus fixed fee" basis*

5. Dr. Rembert stated that the Bank was in principle favourable to
a "cost plus fixed fee" basis in the awarding of contracts but be-
lieved that not only should the fixed fee be open to international com-
petition but also that the supplying of equipment should similarly be
on a competitive basis. It was his opinion that in many instancei
European services and equipment, particularly since devaluation, would
be found to be lower than the corresponding American figures.

6. Mr. Roy Campbell, who is leaving shortly for Teheran to act as
00I Deputy Director to Mr. Thornburg, will be asked by OCI to call at
the Bank before his departure for a further exchange of views.

FDStephens/pm/mvp

cc: Mr. Garner
Mr. Iliff
Dr. Rebert
Mr. Bayne
Mr. Svoboda
Dr. Welk
Mr. Bochenski



FO M N .57 EV L P E 1 " C
5NTERNATIONA' SANK FOR RECONSTRUCTION AND VELOPME

OFFICE MEMORANDUM
TO: Files DATE: October 21, 1949

FROM: F.D.Stephens

SUBJECT: Iran

A cable has been received from the Iranian Plan Organization

through the Iranian Embassy to the effect that the former hopes that

a Bank mission will be able to leave for Iran during the first week

in January, 1950.

I explained to Mr. Nemazee of the Iranian Embassy that the Bank

was agreeable in principle but would like to have evidence prior to

tihe departure of a mission that some of the projects envisaged were

already in a bankable stage.

The departure for Teheran of a number of 00I high level consultants

has been postponed until October 28. It is expected that one or more of

the party will visit the Bank sometime during the couAe of next week in

order to discuss with us the form of presentation of any projects which

the Plan Organization proposes to submit as a basis for Bank financing.

FfS/pm
c.c. Mr.Bayne

Mr. Svoboda
D.. Welk
Mr. Bochenski



INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT
WASHINGTON 25, D. C.

Dl8f. Cairo, Egyt, October 16, 1949

Confidential m oo 0 2U

WWb ARCM4VL-S
Dear Iliff,

I quote below, for your confidential information, an excerpt from a
recent personal letter received from a foreign official in Tehran, which
contains illuminating observations on the effects of the devaluation of the
pound on the economy of Persia, as well as some other inter-esting remarks:

"It seems to me that one unfortunate by-product of the pound de-
valuation, is that it makes it still more unlikely that the rial will
ever be devalued to a reasonable figure. It was already badly overvalued
ii relation to the pound and dollar. Now it is absurdly overvalued in
rejlation to the pound (an indifferent hotel room in Tehran now costs
about six pounds per day). But, as the oil royalties and Iranian pound
sterling balances in london were both on a gold basis, and as the AIOC
must now spend 42% mere pounds in order to buy the same amount of rials
to pay the wage bill for 85,000 employees, the result of devaluation was
immediately to increase the annual net intake of pounds from the AIOC
by 10o,000,0O0 (it was about +,24,000,O00). Plus a 42% increase in the
sterling value of the balances in jondon. Under theselircujnstances, it
is Pard to conceive of any action by Persians whibch would reduce these
sterling windfalls.

"And unfortunately it comes on too of the fact that for the nast
year, Ebtehaj has been pursuing a deflationary, or restrictive, exchange
-olicy which h.s broupht the effective trading rate of the dollar down
from about 60, to 40 (and the nound correspondingly). Accordingly, ex-
ports from Iran had already been badly hit; and now they get another
solar plexus blow in all the devalued areas. Tm ere would thus seem to
be a tendency for Iran to become almost entirely denendent on oil for its
fnreign exchange -rith which to buy from abroad. I don't think this is at
all a healthy thing for the country's economy; but I don't know what can
be done about it.

"We have now had two engineering surveys of Iran: but there has
been very little in the way of advice about their financial and general
economic policy. It is terribly needed, but no one can say whether such
advice would be taken, when given. No one, except Ebtehaj and nerhans
one or two others, really understands these matters; and Ebtehaj has far
too much to do, and has far too much individual interest (as head of the
National Bank) in the outcome, to be an acceptable adviser in these
matters of broad financial policy. Also, he is inclined to act too
hastily, and to be much too optimistic about what can be accomnlished
in a given time (or what legislation can be wheedled out of the Tiajlis -
for two years he has been trying to get the 100% note cover requirement

/reduced

4. It



-2-

reduced, and has been basing his nrogram on the assumption that the
Majlis vil agree to this reduction)."

Sincerely yours,

0 o e uS er

W. A. B. Iliff , |sq.,
Ioan Director,
International Bank for Reconstruction & Development,
Washington D.C.

x4
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mr. W.A.s. fliff, iann Director October 3, 1949

D. Orena do longh, Treasurer

Working Party - Iranian Loan Application

In reply to yowr 11moranihm of September 30, I wmld

like to appoint Mr. Norman Jones as a member of the Working Farty,

with Mr. Connor as his alternate.

cc Mr. Riley
Mr. Aldoworeld
Mr, Jones
Mr. Street
Mr. Connor
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Attornyr General Coneel

Mr. Nurick M. Villechaise M. weardes

act Mr, Luxford
Mr. Nurick
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INTERNATIONAL \NK FOR RECONSTRUCTION AND L ELOPMENT 71e

OFFICE MEMORANDUM
TO: Mr. D. Sommers DATE: September 30, 1949

FROM: W. A. 3. Iliff

SUBJECT: Working Party - Iranian Loan Application

I think it desirable that we appoint at once a loan

working party in connection with the Iranian Loan Application. I

would be grateful to have nominations of the officers which you

wish to serve the party from your department.

In the Loan Department I am appointing Mr. Stephens as

Loan Officer in Charge, and Mr. Svoboda as assistant.

OFICt SERVICES 17.10
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AIDE MIRE

IRANIAN DEVELOPMENT PROJECTS

1. The Iranian Plan Organization has submitted a diversified group of development

projects for preliminary consideration by the Bank which involve a total estimated

foreign exchange requirement of $36 million. Thia group of pro jects is based largely

on the study recently completed by Overseas Consultants covering a seven-year de-

velopment program for Iran. The projects represent a portion of the program recom-

mended by OCI to be executed during the first two years of the plan. The item

involved in the estimated cost are given in Appendix A which is attached.

2. Based on the limited information available at this time, it is not possible to

make an assessment of the various projects which have been submitted since the only

informatior available is contained in the OCI report which is not intended to carry

a full justification of all f the projects which have been recommended but rather

to indicate those projects which offer promise of profitable returns on their

execution.

3. Based upon the information which is available, the categories which seem

most likely to yield bankable projects are:

(1) Cement plants
(2) Agricultural machinery
(3) Power plants
(4) Port development
(5) Railway equipment
(6) Industrial plants

In these categories, it seems probable that specific projects can be developed for

selection by the Bank which will be productive and which will show an earning

capacity at least adequate to liquidate a long-term loan.

4. Special difficulties exist in the case of

(1) Equipment for petroleum exploration
(2) Bulk purchases of cement

5. The principal objection to the remaining categories, such as pumps and

drilling equipment, road building machinery, communications, and similar items,

lies in the difficulty of establishing the earning power of such projects and,



in some cases, the large number of small items which are involved and which will

be widely distributed. It seems preferable to consider those projects in the

program which can be isolated and justified as separate units. Based on the in-

formation now available, it appears that the following items would not be of

interest to the Bank at this time:

(1) Water pumps and drilling equipment
(2) Road building machinery
(3) Railway materials (ties, rails, etc.)
(4) Communications equipment
(5) Equipment for mines
(6) Tugs and fishing boats

6. Even if it were possible at this time to make a selection of projects which

could be considered on the basis of productivity and earning capacity, it is not-

possible to determine the amount of the loan which would be required. This would

depend on the extent to which Iran might find it possible to provide finance for

the projects without recourse to a Bank loan.

7. It seems that the next step to be taken by the Plan Organization should be

the selection of specific projects in the various categories which can be fully

justified at the present time. Such projects should be documented in a form

acceptable to the Bank and formally submitted for our consideration as a basis for

a loan. In general, the Bank desires a presentation along the following lines:

(1) A description of the project including important technical details.

(2) An estimated cost of the project broken down by items and into the
various currencies required, including domestic currency.

(3) Schedules of construction and expenditures.

(4) Proposed methods of financing.

(5) Estimated production capacity of the project and production costs
broken down into principal elements.

(6) A detailed justification of the project including such factors as
need, earning power, foreign exchange earnings or savings, increased
employment, and similar items. Substantiating data should be pro-
vided including detailed market analysis for the principal products.

(7) A description of the company which will operate the project and
nformation concerning the past financial standing of the company,

and similar data.



(8) A ten-year projection of the financial position (including cash
flow) of the Company from the start of the project, this estimate
being broken down into principal items with explanatory notes.

WASHINGTON, D.C.
3 October 1949



APPENDIX A

LIST OF PROJECTS SUBkITTED BY IRANIAN GOVERNMENT

SECTION I

AGRICULTURE AND IRRIGATION

1.(a) Purchase of Tractors and other Agricultural and
Mechanical equipment and ten Repair Workshops
one for each province.

Ref. Volume III, Pages 107 & 110 $3,000,000

2.(b) Purchase of Pumps and Drilling Equipment

Ref. Volume III, Page 158 63,000,000 $6,000,000

SECTION II

TRANSPORTATION

3.(a) Port Equipment for Khorramshahr and Bandarshahpour

Ref. Volume IV, Pages 51 and 56 $1,000,000

4.(b) Road Building Machinery

Ref. Volume IV, Page 27 $2,000,000

5.(c) Purchase of Rolling Stock and Equipment for
Existing Railways in addition to sums expected
from British Government

Ref. Volume IV, Page 21 $2,000,000

6.(d) Purchase of Rails Ties and Fastenings for Lines
under construction

Ref. Volume IV, Pages 21 and 2h $5,000,000 $10,000,000

SECTION III

COHUNICATIONS

7.(a) Purchase of Requirements

Ref. Detailed in Exhibit J5, Volume IV $2,000,000 $ 2,000,000

018,000,000



Brought Forward $18,000,000

SECTION IV

INDUSTRY AND MINES

8.(a) First Cost of rehabilitation of existing Textile
Silk Jute Cement Factories and completing Veramin
Sugar Refinery and rehabilitating existing Chemical
Industries

Ref. Volume IV, Pages 135, 145 & 153 and also
exhibits K3 & K4 $4,000,000

9.(b) Purchase of Two Dried Fruit Packing Plants

Ref. Volume IV, Exhibit K3 4 500,000

10.(c) Purchase of Two New Cement Plants for Dorood and
another Provincial Center

Ref. Volume IV, Exhibit K3 $4,000,000

ll.(d) Equipment for Mines

Ref. Volume IV, Exhibit K6 $1,000,000

12.(e) Equipment for Petroleum Company

Ref. Volume IV, Page 263 $1,00O,000

13.(f) Power Plants and Ancillary Equipment

Ref. Exhibit L3, Volume IV 45,000,000

l4.(g) Purchase of Tugs and Fishing Boats and Equipment
essential for Food Supply of Gulf Ports

Ref. This item has been superficially dealt with
in Volume III, page U6 * 500,000 $16,000,000

SECTION V

GENERAL

15.(a) Purchase of Fifty Thousand Tons Cement required
during next two years for construction Road
Railways Ports Aerodromes Factories etc. in
addition to local production and other con-
struction material $2,000,000 $ 2,000,000

TOTAL $36,000,000



r. a Thornburg left for Tehran on July 30, well-briefed on the
contents of the final report, and will be in a position to guide the Plan
Organisation in its current activities and to present and explain the final
report as soon as it reaches Tehran.

In the course of conversation, various members of 0.C.I. expressed
a decided preference for the awarding of contracts on a fee (i.e. cost-plus)
basis. It is believed that objections to this basis might be forthcoming
from the IB1R Engineering Division, insofar as the Bank may be requested to
finance any particular project.,

FDtephensatm

c: Messrs. Bayne
Rembert
Welk
Svoboda
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Dr. 146Mt Year
MukagiftQieee
Rlan orsamisatiou

Tehowou, !rL

Bear Pro Sumas

I v"s P1,01"d to reeie your letter of ty 11 wit tMo exr
cloed - -urandugo

With regard to te Bnk's views .to tho &&veim&b tV of *es.
U21"m te owsplamut, of overseas Co sm u ,, I attack a
OW of a letter of tod s date to Us . Te AM-SSOMAff

Of Ift, frM which ywu will note that the Bank is of te oaim
that an orgamisatiomal setup is preferable to an unintogroted gr
ef individual .ssultants and ala. ta4 it is important to preserve
oontimaitr*

I understaid from yew letter thIt you propose send to us
skor~y a list of tese projects Aiah yea ixtwa to inte ip

n.4IS execution end I infer that you w3d like the Au* to ex.
aNtAM %M with a "" to possible partioipatioa in their fimamiq,.

The bank is prepared to consier a small lean for some cm, er poo-
sibly two, speci projects imnlud in an early stage of the

Geeral Pla- M ve pose" at present too little i re-
gardifg "petIn Projeous to %0 ablo to form a judgmsut at this

*UP*e **a the flu-, report of Overseas Consultants Ins. to &vanl-
abs, the Bask vill be prepared to discuss 4i. you and wit Over.
"as Coxftltauto Ins. tkw Plam as a whole and the selectin of an

Initial prwJe*t, or projeets, which mIgkt be Imitable for am&

I greatly appreciate yewr congratW1Atiou and gadt wi sho, &YA
WhoM" like to reciprocate them moot heartily as you outer upea yewr.

Nov aM important dutes.

agew . a k

Attambus"t

Aq d t



kw me. . 1
~ Amp" 2* UW

ftA box given oax*Ma -a -ai to yewr latter of
July 11 in mich yo Ma md the deal" of a* Osmai at
tin neamu n- -- misu va w in*h ci ie evinima = %

renv awes an n awe bav4s - - - -- b of O.C.I. s owt
w=tmate an, em the ethar, the diraA6 eveagoen by the Mimmir

a~.-----at eerm sMlis+s and " # 0-OWt64 it
peaawithur an 10:1-11 ns - ith 0.z.. for a medified mwtftg

Xt is th viU of Me ftj** after being in4rmod of th
pogeram up to WIS A----t ofe de a--p-s-- program of aw Taiset

- a perl" mh at Un amom" it is is.
possib e tfreesA, ara am ertain advsor and oonfataft

fumations to be diesibm-Pd in ommumctIon vitA the presgym wh~ah Msa
be better perfrtem"d %F s or- Xaion rather U00 by a Ira is o

<-3..<3..ft MU*an bm11W;,W tmt -I* is inipmtent tat a -=er
shooW be -ainainod a"d -eadnl f**3A O&L t " "m be to a
aftmtav of the eb"Wft Or- - J-- Ifq ct - o- sm of 0.0.1.
was ZAOd in te .MPWty of - ommatant

*a fmel that the question of the fams to be paid to a eonesanl -
oraiatio to oe vkdah shoude be left for direst negotiation

between the Geovermat of law and the -- iat n - a~tn Itself.
re Bank# homw-r- -in -mi - that a madi pe for few ke

bow put befot b Irani m Oemtor by 0,.C.I. 10, m*y in so"
emptable to tko Ianian e

vim, a the m of the qi e V eom in Dr. merfi
i (we . NO, " Wx M 28) tut ta tee titua nt of
O.0.I. should be froo to pmrtis Iato In Un o---on of the progrfm

aS6 an th other hA04 of the mo d to moot aw possibla Oritum,
(Wwwo:e -w=n--ma or unjstifned) that the sowe fImsmr ora nsv"
In bObb sdwiSM7y and GOULTSOUDg ACtIvitms It O"WOr to ull thst -
the PIAV&Ift OrMOUISamiM Migkt WOl give --- Sea-W-L- to MID mstat-

lidubmm of se Internal -muhm *LU& would soot a criie *a of
Wbie kiad. We think tio tis abjmtv* might most MVm-may and

Oenuwely be achieved by addifg to the functicas of th -irm ot



- -- -.-. -a -

SMOMe-. Olhop va Ue bee ftpadnW In fttl- otm it
UOpmkvthle of - btitn to the 2aseag Ormlanow

WA% * - e=. to wxv PWUOQst IAk at -aurud
10atAVOat O 03 I VNg mr *RBW and at asssut La doles,*
ldzd to 16TOO4= Ow44 bo 40at La at Vle tMWs

foam

atas~

flu...n Aa
ammem of ggIx"
wastans se*c



fr. 7. - 84*b Augat 1, 149

X. A. lkp

Ime .. Taeorn GOWsa Plat

hI20 In Tebern, I had a discusso with a gmp of Irsaim
contractors, anl generally regarded as .ubs.a.tial people, iampsenmUS
I= aeeSotane for a cement mMI In Teberoa; his pmant is is addition

to the OCX m0 4 rebabilltation of the Gwernst uM . The dis-
aussiom shiefly turned on the steps needed to obtain XBRD assistane
which they thangot uIgbt to obtained.

Later, I discssed thi with Dr. Washr, wo poIsted .at tat
it wm be difficult to obtain a MaJIi& guarantes for a slagu private
projet Nowever, wben hLU Plm Banak we & stablshd, be_ bodtat

=*spejecto nigt be Inebaded under a groWiW gSm borrwer
beivo the Plan bank (Rean'etsank= formiU r).

I attash a menormndm,, prepared by gomerwillm of tha I3mWs
bat gives a certain background ca tbe m+ttor, altmah with Vw ftimbook

to "an ratber tbm MMR.
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FROM: F. D. Stephens

SUBJECT: Iran

Attached is translation of the van Zeeland report on the Iranian

note cover and the exchange rate of the rial.
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The right to issue bankn.ts in fran was given to the NaUtnal Bak of Iran
called *Banque Nellie Iran. This Bank has adopted the astan now used tr te Daak
of a gland i.**, it has an Issuing an& g Din Dparat.

The Issuing Departmat Us put out rial notes in the amount of 7.4 bUnins.
Qt this *=, 6,309,000 wore in ailerlation in A1wi last, 1.5 billions were in ga
Mmking Department and the balance (1 billion rials) wro held in reserve.

In April 1949 the 7.8 billion notes were covered by gold up to 55.59% (nest of
it deposited in Teheran ad South Africa)i 22.05% were covered by foreign arrewor
(6/10 by penuds sterling and 2/10 by dalwArs); the reaining 22.36% ere eoered
partly b7 crown jewels and partly ry State securities hieh in turn are guaranteed
by the remaining erwn jvesls.

It we ca a the aiwulation in April last with that of pre-war, for oxaple
1936, vo find (in nillion rials)t

snktetes Banknotes In

Ykreh 21, 1936 699. 595. 104.
IArch 20, 1948 7,800. 6,997.5 802.5
Mare 20, 1%9 7,800. 6,639. 1,61.
April 4, 1949 7,800. 6,309. 1,491.

Thes figure* show thata

Baiftote issued havo gooe up 11.1 times
an ae in circulation have gone up 10.6 0

Banknates in the anking Dept. have gone up 14.3 *

With regard to bank deposits, they inereased froa 84 m~lbon rials in 1936-37
to 6,6W mnilian in 1946-49, that is, they have inereased 7.5 times.

Let us cop&" these figurs with eem of the re important inices of oa oea
and oocial life.

A. The gt of li a ILI nd (100 a 1936-37) was 121.1 in 1937-30; 879 in
July 1948t 9 In March 19491 in oher words, it is now ionest 10 timagrster than
ih 1936-37.

Te rise of the cest of living index fllvs the incroaso in the a4 of the
aney in circulatin. To illustrate, we shall quote figures for one year (1942-43)
an banknotes and the averago cost of living index for the yew following. It is our-
prising hew clese they are. This is only an example taken at random but it cenfirm
the general snase of our reasoning.

In the period March 21, 1942 - March 21, 1943 the notes in ctirulation had
inereased twan 1,739 to 3,727 million rials due to war needs. The inade ot the
increase is 2.15. Similarly the e0st of living index went from 476 (1942-43
average) to 1,003 (1943-44 average) showing the multiplier to be 2.10,



sats In golrnation UUMn gmas WK,

Marvh 21, 1942.......o...#1,739 *Mlien riale Average 1942-434... .476
*arch 21, l943.............3,727 0 a a l43.44,.....,,,1.OO3

Multilier............., 2415......... 2,40

B. e Ism Uf (100 a 1936-37) was in Mareh 1W*, 1,313 or 916 according
to uAetbr we do or do not onsider the sAvantages derived frm the Social Security
SyatM in March ,1%9 this index was 1,326 or 925 (same conditions &ar*) which
yields a altipliwr of 13 in the first ease and little over 9 in the second.

L a

A bI. eancerning ateay alroulation is am, under disssion bete
Parliamnt,

Thi* bil would m dify the reqdrmenats or the legal aouditims of banknote
c a It provides principally that the notes in circulation be covered by

and foreign currenoes guaranteed in term of gold up to a menim- of 50%.

In faet, the purpose of the bill is to enable the Banque Mollie Iran to put
note in circulation as a conterpart of State securities., Treasury bills and
Oewr.1al bills and eventually eren jewels,

The avmed purpose of such a circulation increase is to enable the Bmiquo
allio Iran to finamos a considerable part ot the Seven Tear Plan. this Seven Tear

Plan is a largo-scale and mgnificent effort, its aIue being toapeed up the
modernisation and developmat of tho eontry i mq respects.

It eawme a wide range of objeetives, mW of then greatly divorgent. (h
the a- hand, it consists of a Yat pregrea of publie works, an the other, it
undertakes to increase farn production and improve the *ation's health, Its
education, at*.

It in es.timtd that to realise this Plan some 21 billion rials will be aoadio,
ainest 1/3 of which (I.s. 7 billion rials a $0 mLUcn dollars) will have to be
spent in foreign exeh*W few purehases abroad. The balano In riale will be uses
for woeks and services inside the ontry.

The funds necessary to met the expenses of the Svee Yewt Plan vold eem
from varieos sources och ass

(1) Royalties from the Anglo-Iraian Oi1 Compaw by virtUe of te
Agreements of May 28, 1933 and YAy 1942, respeetive2.

(2) foreign currencies drived frm sterling sold by the Anglop-
Iranian Oil Conpany to the nquo Aellie Iran to obtain the
rials neom for wag*s few the Goq*War Iranian vwaters
(total of item 1 and 21 7.8 billien reals).



(3) A* *vmtwl pawte-port Bak J ,el (6.7 bU14a r4als).

(4) fw Qw ta -" klZI (4.4 M va1a).

First it sant be owof*U7l oznaajw whother Vis prosopt f1maz7 ei ar.stbas
is xvdt-bl - to ths soonvomte sitaxtion of Me souxtrr.

to anwrtis qvostiou Wo mgor ftatwo st be coast&"_. a" is resew
in the pis, nte oth in the 4 roont.

t. rn *Wor to fUA Us roasmo. k Ub.m .t obeamboto 199
Is U 4tim hUgw then that of 196o37 uw imet i.rwad that daring te w Iran

vas the s"n of Lmorlawt Militaar "Wattone atforselp wvmioe swak "s te Russisar
BAi~sh sAn Amrsow. lo a s of tha. exi*eav in a oaU t 1adt" ""a*"
#A* 161 e b oesm of Vw vw was -w* sa "we wut off b men rorqdv 11"Wte us"
4wand to Waualt Ua a dowumed st of propmen~e with ,upy Me It ws wor "a Vwro-
fwe the Owed hod to be satisfI at wW plos. the SAnits bp~t from Iraa
the rialm tkby aoao wi.h foreIgV cun-esel i.ie., powAft sterling &Wd dela",.

Obvisr, %mws rWa notes vort &aly gaaxatood %W torsion 9xvhwW6e Dampver#
the mw ias* WA hadn wAouebto& i & ssy obarastor dn the volvine of sooft
41A wet inorsom In proportion to the sils. On te owstrary, natuv&Ully goods

boomwe WssL OG..* " the notos smtiplied. PNie s an es"e bosm inovitablo mAn
oswrod a" ve havo soon. rho f*Uleetg tabs ewagere Ue twe ivdicess-r IM 99 Ma~ M St Ap Ii a AU

ar* at 419%4........4.....o.........99* 1 . .. 0*
, . . ....... .......... 440 . . . . .. ......

141o 21, I99.V ... .. ................ 0 t p"9.........................132. 5
marsh 2, 1942............*.........*#41" 4 4*4....,........ 19

Marek 2,10 ............ ,6 64..............3

0) A-4-4n of nte Geen du to uur ousesslis
Ss a to the beemaing of esanlemontarr **ts Inses boes"s at the wars &Md

b to the groing searcity of goods.



Without sine dower into Us matter it vould *3m tat %her* odata at
prosentl all t1ugs eauddaeod, a relative mid tnmpoary aelibrmmn botween prices

eAM nte eireolation* bo have sasier te Ume se Vi nooossiw7 deumta~sa to
exmine Uo problem of her fast Us moey is erdmlating. the, as

-- - OntMal bak moey Plays Wach a small PUAP we myr for Vie proo seaw uee#A.
ftbjoot to re-eamnation, it seem un14&1y that thes factors vauld *%Ufty 'Un

90mlusems we he" drawn.

Its Tho Iranian State West has boon considerably trem eut of balaim
wifg te las t ye war and its artoreaf At Pi smt (1 -49)

tetal expenditure is estmated at 419 billion riW)21.m latal roennes a"e uqmmted
to be 7.1 %Ulisut loxvIg a provisional or apparent doftelt of 1,737 anMat rtal*

8Sule Sapeeiture in 1936-37 was 1#000 stulawl= the =1tliern Uarefore 1& 9*
In respost to rm, e .altiplier Is '

$oo observers wnt*A4 that the Iranian %Wgt hes h aand at lea*t sia
194. Thebr a ..--- a ares

is) ft the ab"there h"s been a amwwreon to rialso after
budet estimates bad bown adaeag part ofth#e repattie trom> s j4~b. oi ___ of

(M) On the *V d, et. are mst up motably a apases aro
v* PM ass sufoleat rovenno has boom oatioed

Be %at as It my, we iiat sakwuv to boeig *. wrotesdon of Iran## kdet
as Inated a reafters

(ina milifts of rials)- 1.B1. W

].lm
5.4 -.

MGM"1 39.u 3ON9 4 3117
1t7242 43, 3 4 -72
WS4-43 I,3 I (I %M3-

'%AA-AL 04 4AU
q94-7 0 %47- P

1%947:74460 2,20

to) lostging 14,rovemusn ei OeAgaIa i l rerulties amv inoluan
?Mir inclusion has served to bulome the budget at least temporarily

Ue rqalties paid b te t Angl-Irania9 Oil Compw in the our"e of Me last
10 year. ame shu en the following tabae



RgUlt a te f A.I.O..

JA90M P UW"W SMBWla efla m 1jae SirAlA1

1%0-41 4S0000000 2 %,t0,OW
1942 4000,000 410,000,000

794oO 40,00 527,,OA,09
19A449000,000 520,000,000

19"-.45 440,779 5800000,000
194 5,.9",032 731,000,0DO
194"47 7,13O0,149 927,000,#0O
1947-48 7,101,249 923,000,000 D
194&.49 9,172,24"112,0,0

Comweing exponditure &Wd revenue for 1948-49 to those of 1936,-37 vhez Vw Madget
was ba e we arrive at the following oonalusionst

Us Wadgt in seriously ?blo. O te oter hand# it is *loar tat pt.4
expeniit4o is at a level out of proportion with te contrt a pmdlo One

xmpt~p is at one apparent* The number of State ompluoe Uas gow fro 64000
@fff* te var to 130,000 at present. Admittedly, IbW a"e bdL~y pold. Zt respect

to the aeoewve nmb-er ofState atploymm,, it has been reauted that Ulm is just
anesihe we to fight iu.m*] gm t and give unexplarnwt relief to people vh, with*
out Itp would go hwigry. No doubt this is a problem whieh =aet be wakved three*h
otor and better mans. It is hoped theat the Seven Year Pla will asrb all or

part ofthee disguised unemployed. The f#t rainos howver, that the total of
Mat romowrations is an wmessive burden n the bodget.

- Important consideration is tat befte the war te ryalUes or the
A.I.O.C. wore not imnae in the budget roosipts, They we"e u3" forar no-

ordinawy paygsnte payable abread and in partlealar to purohas ormx fe. Iana

36g1Mning in th Year 12-w ) the"e rqrltl hae. been treated an nsosm
budget revsenw.

In the future they vill again be treated xoparately and earmarked for fl ng
an Important part of the 3am Year ?I=. Thne thy will disappear ftow 1e badge$
In toto, cr in large part.

The first conclusion is obvioass complete and urgent roorgant Im of the
Dedget beth in respet to roveme and expoW turi without this as possible defeass

of the ==etry positien coud be maintlned in the long m.

The following table shew the tax returns for the last tw yero as 40ANONVA
with the pro-mart



TAX IAM

( a dama of rials
stt Oi fvme

11direet VAS"Olies Te 1wth
Dryeat (NWver&Ves, Qpdvm) (C0osWo tob,) A.LAC,. ML46. -TOUL

,4. 196*10
72|1 50 930

194"-9 6"9 672 A*893 11196744

Te Iftiplior an incomes Is ea r 7 while that an exPaiditare in 9. n the er
hwA, It Is Intended t withdrw the A.I.0.G. reysltes from U. ordbarr reven%*.

Vmsr -'ok oonditions it is probable that re wO h be to be Inowumd a at
the sam time efforte uatt be mae to lower expndtare.

na&W, we mst eall attenation to indirect tms which, levied to they &sw an
e"enmal oonvamer goods, adversely affect the standard of living ofth#e wawe*.
If Vw oat of living is really to be redwaid, tha the Incidence of indirect tame
avit be eloosly watoke. The solitation methed of ertain monopoies mst be

fatwly eftmdes (To this we shall return vhen replying to Qnestion No. 3).

b6 t as it wa, the important thing is to roduco epumditare by utting ua*
waste WAn 0000amiging an aaa-Produative iters.

Lot as at by revising tax and revenue poliq am also that of eqXPOa i-
tome we be" restablishod a bidgetary equilirim. at a level no" in line ith

Um real brden hich the prei-ir balance imposed n the national *wnoW " a vbo1*,
in oter words, at a reasonable lev l s4 atible wi th e present ste of thie
IrenifAftsnar

21d point -us eettled, we sea turn with reater .amfidenoe to the oter Asmato
of the proble.

In wwmal times tere in an equilibeSn between the tamnt of q=V in alroulation,
prte levels and wago levols, which equiliriu makos it possible to work for the

.eoarAc and ftamial onsaidatmon of the **=try.

From what pr*odes, it would emu tat then is in Ira at the present tim a
kWa of relatlvo or approximate and tomoparar equilibrium between these vari~
faters of .uonod.s activity.

To be sure, this equilibrium is at too high a level. It my be hoped that a
sund general poliec will bring it down to a mare r*aenam level.

Bet it our reasoning is iarr.t, it donit "om per to igroase the nm
Idirolaem whatever the ultimate aim my be.

o are not sonsigering for the tim being the qupstion of everage for te tes,



TO OW MY of thLn g them eould be no objection to a dng of the geld
e" "0 On m frm 77% to, eqyt 3$, far 9=030, Wided the noWly

I0m4 notes did not result in .eeeSIVe oirculatn. Us" Is so objection to
i n" *Otsef1 sn u to the legitimate D of eirmlation, thms avelding

d40MaU mRU eean.i Is other Vords, we woJAl find It quite ormal if a *oUI*
s st, for -mm=le 77% in gold, ere to be roftsed if as netes to
be issned were in qSPOno to .0*ncml. .&A$VItION of a self-liquidsting nature,
an a short-MR. beesi and kIch would re*d*w a diwt ecoeaie @M400 to the we.
duetin or distribution of goees.

Cft IquenU7 It is sot in the field ot note o-ere-go that the probsst W
LS1 S at be Pasd. Ike sqomant ti I& to )am mbvther tke novly israd

nt"# hatever their ocr ge oay boo or 11 sot oeistate esmsp siv.
"Utis. bm ~w Vid, will tb4 inSrbeW e a d4natelY 1-93OU00"7 ian.umee?

In arroct, the Isnaustic ve hve mud lmad as to believe the% the sw ante
are LatendA tor Ueamming poUic wob or Other Jopg-two pDVbss wihia

oe s lmemeek the sov 'few P2U.

Ve bos"tat xeeh a program. to finance pore t e Sevin tsar Pas tr credits
fram Us Nomqae Iram, if m depted, might lead to mate lamas estauiwng L-

t eem we psrso t to oagh .ak .ete. for findia g ath e mining rem.se
-o"" to flos the Plas.

Vatusara - a te should be repeated agaim - insofar as Interventies n the
part of the amps Yk.lie Iran is limited to the finncing of mlfedqdda g paper

of a saetrilq not me4sding the %sual few math mid rolating to te Frodustlem mA
disUrbmU4& of gooda, er oes to vego paid fbr proftat wv , th abomo objectiee

If, in wrdsr to make sash astivitIs possible, it should appear ,esary to
modi the present pereentago of geld severage cc bsaantee, muth mdigea tian would
ty Itself Pireent no danger,.

Uessential pt&at Is to establish and mp*Wy whon and hft, at *at p.iods
ead to eA extent e I"%*# made under m .oditles euld be atIlsod In
fe11tating, nieatly, the e0*0tet of the Sevin Tsar Pum.

The snclusions erefor are

l. In meapot to the monatq earrant , tho volume of not" is-
citem satn soe os st sspa If0 if s . takes into &eon
the Government's loes-pries policy which te legitimate amda1W
to beest asqmr alse 4o-en -

2. An regwMs the sounU7#,* extraordinary meds, direet flum. g of
p&Ar of the Sews Ye R Flan thr-& sets ses does not "an

advisablel hvever, tere coAld be no objection to putting mar*
sotes into oircaation -. within oortLU limit, of coure -
provided that moh 1sso follwo rather tboa precede the Increase
in the voime. of essential go- ed er distriuted n the



4. -. ------- -e ......

e eoaed quagtien reades

YO~Mu MY BM , Pi amT, PAALM CNTR.LO 8 PAIUN AND WSh

lrqntosqas at Pernoute prosent. soom sppwentl p.r*dM-1a fostureo.
Us figurws P 9-49 s"I

(la e mw of rims)

*iwamases ot erlood beaks of expert r4 and fit rwr w do ivt"
* us n of .vor th s. ... A.l...... 1,a ,

forsep 40*01wl"e bowght h~m A. I. o ,.................... 2,00".
Preign wnerostes OQsdj fr=m othbr oe"XGo* o#***....... U7.

low inereign currencse, derived fqa .. ~.......

Sales of ftmAp mohaqg br autharlsed boake for iaqwU and for ea
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10.

RIAL PURCHASES RDE BY A.I.0..

(In Pounds Sterling)

1940-41. * . . . . 6 . . 6510337
41-42. . . .. * . . 365,216
42-43. . 376,059
4344. . .U.. ,000
"-45. .. 580000
45-46. *4o.. 4.. 7h5,000
6-47. 10,300,000
4T-48. ..... .12,430,000
4e-49. . .... 16,160#000

In reality, the above sums appw as i paymnt, as in the ease of
rwyalties, of part of the price of oil, the labor of Iranians being included
therein with a view to its export. (sic)

However, it is evident that such exports are of a very "pecial nature.
The foreign currencies they bring into the country are received in lump seus through
a single, channel; they are outside the current of general business) they directly
supply the financial authorities with emrrency resources which otherwise would be
obtainae 'only through altiple and various channels.

If such exceptional entries in the balance of payments are not used for
the settleent of purchases made abroad, the issue of rial notes carreaponding to
currency purchased (see entry No. 2 on Balance of Payments) risks creating infla-
tionary results within the country.

Zn fact, in such case, the number of notes would increase without a eW
comitant increase in the volume of goods to be purchased therewith.

Before the war, the Iranian authorities used the foreigp earrnis de-
rived from oil royalties to buy goods abroad directly. Merchandse thus bought ws
imported. An such purchases were principally for arm and war material, their in-
fluence was not felt on the money in circulation nor on the volume of goods avail-
able to the public. Moreover, the currencies involved were not included as rev-
e-e in the Budget.

It would seem indeed that the idea to include royalties among the means
with which to finane the Seven Year Plan is sound. They are intended to be used
for direct payments on capital goods imported as such into Iran. These amounts
would no longer a pear among the revenues of the ordinary budget. Than the pre-
wer situation would more or less be resuned.

As regards the receipt of sterling derived fron the sale of rials to
meet the requirements of the A.I.O.C. within the country, it items logioal that
it be used to pay for imported goods whichs sold in the country, will mean the
return of the rial notes temporarily insted. The advantage of such a policy would
be that it would not affect, artificially, the relation between the supp3y and
demand for rials, in other words, the natural rate of exchange.-

If we consider the rate of the rial, expressed either in terms of pous
sterling or of dollars, one is at first surprised how exoeptionslly stable it is.



he following table sAs the development of the rat. during the l.st 10 years.

OFITAL RATE OF RAL

IRial in
1 Pond4 I Doll Relation to $1

NarCh 3 1937-1-Arh3# '38 80.50 1641 $0.0609
36 39 80.50 16.96 0.0591
39 k0 77.20 18.3439 0.0545

41 k 65.6L 17.1133 0.0585
41 42 103.80 25.82 0.0387
42 43 131.75 (1) 32.94 (2) 0.0304 (2)
43 44 130 32.50 0,0308
44 45 130 32.50 0.0308
45 46 130 32.50 0.0308
h6 47 130 32.50 0.0308
47 48 130 32.50 0.0308

Septmber - october 1948

(1) The offioial rial rate relative to the posnd was raised in May 1942 to 128
byiy), r(d f3O (iaximum seller).

(2) The offieial rial rate relative to the dollar was raised in May 1942 to.$0.0308.

The official depreciation index of the rial in relation to the pro-war dollar
is 2. Let us compare this index with the other indioes menti4hed previouslys apparent
price incresse index 101 wage increas, indox 10 tO 13g 1cirelation increase index 11.

Of course one should not completely igqwre the free market, where in Jme
1949 the d*11ar stood at 44.50 (a depreciation indexo f 2.6) and the peovd sterling
at 200 (doweciation index of 2.5).

Cne is obliged to note that there is at present a market disparity between
the foreign and the domestic parchasing power of the rial.

The authorities who direct monetary policy have at their .amnand such
enormoe foreign currency revenues derived from the aforementioned two big entires
that they are, in effect, able to impose on the market the exchange rate they want.
Their policy is the more effective in that the import license system is most ef-
feotive. Authorities ho have within their power on the one hand the possibility
of limiting imports and on the other can dispose of hige sums of foreign exchaage
made available in the two ways previously indicated muy, at their will, fix at any
rate the parity of the rial vie a vis the dollar.

However, the question is what is the level at which the rialould be
maintained? Is the present rate well chosen or would some other rate 6e pretnreblo?
And if so, why?

The first general observation is that, barring basie modificationA in the
donestie and external activities of the eontry, it is advisable to maintain a equilb
analegoes to that prevailing dwring the nernal pre-war period between prices, vol-
ume of circnlation, wages, budgetary expenses and rate of exhangeo



However, if this rule is orrect,, it mst be applied with great earm

It seems evident that the economie health of the country ealls for a lower-
ing of the price and budget indices. The Government's lower-price policy is legiti-
mate. Some present prices are exaggeratedly high and are due to temporary causes
such as speculation on the real estate market, lack of marketing facilities for cer-
tain products in the towns (vegetables, fruits, dairy products) or to the oenditions
under which certain nationalised industries are operated.

For example, in March 1949 the food index was 1,023 and lodging 1#467
by comparison with 100 in 1936-37. (The general index is 969). On the other hand,
while the general index for wholesale prices in March 1949 was 712 (100 0 1934.-37)
the index for "merchandise produced and consumed within the country' (other temo
food) was 765.

It may be hoped that through an adequate policy it will be possible to
reduce Iranian price levels, at least to some extent.

Farthemore, as we have seen above, the whole budgetary policy umst be
carefully revised, the nmbor of State emplcyeas redaeedto its pre-war level,
many items of expenditure reduced, and at the same time serious measures =at be
taken to collect revenue more effectively.

Therefore, it would be premature and wrong to ompare the present index
of exthang* depreciation with the other indices just quoted and so to JUp to hasty

Moreover, there are certain considerations extraneous to Iran which also
make it necessary to be careful and not over-issty. It may be assumed by and large
that pries expressed in terms of gold have been, because of the war# affected to
an extent difficult to determine and open to discussion, but jr-obably not far from
a multiplier of 2.

In other words, prices expressed in gold or in gold currencies have more
or less doubled. Therefore it folloms that thmeign mrchangaindex mentioned
before mst be mltiplied in theory by 2 if compariawis to be made with the pre-
war situation.

Such reasoning, however, must be followed with the utmost reserve. It
cant pretend to mathematical to approximationst but
bearing this in wind it may lead to conclusions which are very clesi to reality.

At present ther" art 2a01 qQstion marks concerning the situation of
prices and currencies all over the world. Will pomnd sterling be devalued or
nr'. in relation to the dollar and other currstes? Will 3opea Uwa'emOSeS be
revalued er fixed at new levels eithw among themselves or in relation to go)*
and the dollar? And, finally, will the dollar price of gold be revised either
in terms of industrial gold or in terms of ourremies?

It would be highly unwise to try today to answer these questifts fornall
or precisely. It may well be that coming events will furnish answers to them whick
will lead to opposite eonelusions.

The only wise attitude at present, it seems to ts, i the old slesam
'welt uad see.*

Therefore, there is no need for Iran to define, at once or hurriedly#



a new and precise position in respect to the rial rate. And in partioular s* re-
gards the International Monetary Fund, it seers to us advisable to adopt a waiting
attitude of reserve.

From what precedes, however, two indications of imediate policy sesm
stand out both of which will have to be re-exmined at the opport ue tim. The
first is of a negative natureg there sems to be no reason at present why action
should be taken or efforts continued to return to the pro-qmr parity of the free
rial, The second indications which should be studied with much more care and ap-
proached in a broader and more subtle manner, refers to the natural level at which
the rial would settle if royalties derived fr=m the A.I.0.C. were left out of en-
sideration.

This, of course, should go hand in hand with a policy destined to increase
exports in all branohes where export possibilities exist.

In this repseat we should like to make a comment to be developed later
in reply to one of the seven questions put to uss the necessary precautions must
ba taken that in no ease - neither as a result ofaabroader poliey as regards the
rial rate nor as a consequenee of an eventual change in the gold parity of the
pound - ihould the astual counter-value of A.I.O.C. royalties, when emehanged into
rials, be s large as to decrease the real purchasing power put at the disposal
of Iran.

In other words, preeautions should be taken to aveid that mmetary changes
of whatever nature should unduly lighten, to the detriment of Iran# the aetual
contribution &ade by A.I.O.C. whether in the form of royalties or as rials whieh
the Company bye to pay its expenses within the ountry.

Justice demands that in these matters thb idea of real value be maintaimod
so that obligations will be fulfilled as originally aseepted.

In our opinion, no useful purpose san be served at this tize in xa nifts
further the first two questions put to us. We hope that we have expressed our
opinions clearly and that they will make it easier for the Iranian authorities to
sake the nesessary decisiona.

Eventually we shall return to our first conclusions either to revise,
supplement or confirm tham* we shall do this once we have added to our doenta-
tion and have reached an opinio in respect to all the problems whiab were brought
to our attention.

Brussels, July l, 1949

Translated by A. Balasy
9/28/49
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. Stmame advised ma tt Mr., hbt $ repeated to him over the

tel;&nea able resived frm Dr. Natfq in which te latter stated

that he would like to have an early Bank mission visit Iran and also

advance natios of te typo of information such mission would require.

UP.Nmase iterpreted *arly mission* as ame which would ar'rive in

Tan sometims in Ontoer.e
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INTERNATIONr BANK FOR RECONSTRUCTION AND EVELOPMENT

OFFICE MEMORANDUM
TO: Files DATE: September 23, 1949

FROM: F. Dorsey Stephens

SUBJECT: Iran

On September 22 Mr. Nemasee, Comiercial Counselor of the Iranian
Embassy, accompanied by Messrs. Majidian and Ahari of the Bank Melli
Iran, called on Messrs. Iliff and Stephens. The purpose of the visit
was to present a list of foreign exchange requirements totalling $36
million for high priority projects in various sectors to be executed
over the first 18 months of the 7-year program.

The Iranian representatives explained that in presenting the list
they were not making a formal application for a loan from the Bank but
merely wished the Bank to examine the list in the light of comments
thereon contained in the final 00I report and to indicate which projects,
if any, the Bank would consider suitable for financing.

It was agreed that the ik staff would examine the list submitted
and&give its reaction thereto t the earliest possible opportunity.
Attached is a copy of the lis in question.

The Iranian representatives were not clear as to when the Iranian
Government might be in need of Bank financing but considered that for
certain items such as additional railway or harbour equipment, the Plan
Organization might like to place orders fairly soon, as no detailed
engineering studies are required. They were apparently under the mis-
apprehension that the Bank, on the basis of the full OCI4eport, might
not consider it necessary to send a mission to Iran prior to the con-
clusibn of a loan. It was pointed out to them that under no circamstances
could the Bank conclude loan negotiations without having sent its own
representatives to examine both the creditworthiness of the prospective
borrower and the projects for which financing was asked. Obviously,
however, a thorough survey such as that made by OCI would be of material
assistance to the Bank in reaching its conclusions.

There was some discussion as -to the appropriate time for a Bank
mission to visit Iran and the consensus appeared to be that a visit
would be premature until the new parliament has met which should be
some time within the next month and a half.

FDStephens/pm

c.c. Mr. Bayne
Mr. Svoboda
Mr. Bochenski
Dr. Welk



AagIULTUz -AD AMRIA

1.(a) Purchase of Tractors and other
Agricultural and Nechanial
Squipment and ton Repair Worhops
one for each province.

if, Toi,= 1 & U 110. 3,0,00 -

4. (b) Pur a" of Pups and Dr41ng
Equipment.

Ref. V4lvm I, Nag* 158. 6,000,.-

6 Port Equipmt for hiltwmhah
and Bandarshahp"ur.

RGf . Volm T, Pages 51 and 54 1,000

Rof. Volw IV, Page 2. 2,000,000.-

5,(e) Purchase of Ro1Ung St**k and
Equipment for ImistinM UMaqes
in aditin to rms expearked,
from Briti Oa O*ament-=

6,(d) Purchase of Rall a s and
Fastenings for Lines under
Construction.

Ref. Volmme IT, Pages 21 and 24 54 0 110,000,000

(a) Ptrebase of Roquiramts.

Ref. Detailed in Exhibt J57
Tolume 17. 2, 00000.- S 2.00D.OO0s



Rof.Y~lin Tm Ng 3,45&13
andou~ aorwar S1bt U& , $ ,OQOOQ

, (a) First Cost of rehabilitation oa
exiting Tetaile Bilk Jute m emnt
Factories and aomaeting Veranin

tugar Refinery and rehabilitating
existing Choical Industries..

Ref. Volume I*V Pages 135,145 & 153 ,
and also exhibits 13 & U. $4,000,000.-

9.(b) Purchase of Two Dried Fruit Packing
Plants,

Ref. Volu IT, Exhibit K3. 500oO-.

10, (c) Purchase of Two Now Cemnt Plants
for Drod and another Provincial
Center.

Ref. Volvine IT, 1zhibt K3. 4.,000,.000.

11. (d) Equipmnt for Mines.

Ref. Volme IV., Exhibit 16. ls 1 0 0'"

12. (s) Equipment for Petrolemn Cenampy

13. (f) Poiver Plants and Anvar y
Xquipomnt.

Ref. Exhibi LL oleume IT. % 5000,000 --

14. (g) Purchase of Tge and Fishing
Boats and Equipment essential
for Po"d Supply of Gulf Ports.

Ref. This item has been
"uprficially dealt with in

volam III, Page- 116. 500.00v _$ 6p000,0

15. (a) Purchase of Fifty Thousand Tons
Coment required during next two
years for construction Road
Railways Ports Aerodroms Factories
*to. in addition to local production
and other conttructimn jutorial. S 2.00W.000.0 $20000

Total .POSOO-



k 1. - stophom Sqrbar 23o 1%9

Sto on In ov essmnsl selecte dee0sotpjes

ae exian Goe iat sumtted for the Bank*$ sob-

sid mtlm a Us$ of priorlig projeets calliM for a total eteaval e4 . .bitwres

Should We amid avaa in dollars to cover puahomos in 9.*.A.

although scin of the material required aWy also be aaale In Dolgiva. %ae

ft wing is a suzer of Us proecs in Us light of te OCI reports

le(a) Trator and other areultUral and WOMdAMaIa GgLROt 10
rapr shps (Ret. Pge. 10 10, Talm o , 0.0 11POMI).

16Wr kinds or farm achiny and equipmat we aded in Ian, OWI

ooso.ders te distrituttn, serveiing and oatm--.- to mee ary a

-mger lwoblsv, and remmend distribution thocgh afihants which will

nood &*pat of Plan in form of dkort credit wnd also road.1.timmt of

4el profit margin, at prt% loa between hree to five ye s ae

pr-p"" to, saete spratws or gruaps of farmrs* Dwatration period to

" to intsave nw - ny in rspoott" ostm., use of trasters for

rogarboot Preftation abmeld be demonstrated in "esp&Wtv* owgrbeet sonenwo

An a fist stop 5 couplets tractor and -m -ry units are onisa:am freach

sigar factory area., Storpam and Whwp tar repair services should be pro..

viLed by th. reptive - fatorie. Cao opeator in M4 -UIphs
are co-i--e pref-rahot codtperative ownership.

zaiont to be spent mwe an 18-sonth period for "apecial proes*e. Apirt



frw s imprtatio of mahnr this prga provdes alo fo the iW

of fruit drying and proessing equipat Sas stok program, te progrom

fr asimal ovpen" wl as r "Nun amaea Wilie Nod ion~tat

meas= 00, mss nta,1, plant diseaeR and insect ootal, and varions oher

serves No bradono the above a~aimn an to its vaim. tem. s given

Ia e report. Yoreign smehang* ezpenditmo ainued in the abve total A"

#tated at $3.1 ma-Il e Ia asomt woUd appear almost s=lvw1Ye to be

absorbed r the importation of tractors mW oter farm impi-to as r ggested

by te government under te aboe heading. Furter alariftetion of this poiat

as U as of th oganisational "acets as menine above seem. to be -- dd

2* (b.! Pa aeof p~ an drilin eqipa (Ref, pa" 158p Y.1u II1*

4mount r"ed 4000,000

00 op naiderod general improvoent of water supply of great ug*Wal

1n mxiate initiation of mb-surfase water dovelipa . U Firt on-

* %eduation should be givea to HTern, tluo1dtata &W the ftlf Coast Ouba"

o umistqay is at am Incredibly low lel and disease ana poverty are rife

t te thee methods fr dealing with te interseption eW Vator

I.e. Keate, burried ut-offs end pumed brehdo4e 001 re-.mb te latter

as a most desirable 4aut1n. OPI etimated that 45 wells could be drilled wA

estet in 1949, the woo.rity of which could be filled with pmps from a.

.e .f .rser ,..ping .e.o,.. . bor . b.... . en . i. - &o be

asets&"h and shudb ree rmty o exte stooshoudhV

be &ewamulata+ until pumping tests have been completad. Only 15 weIs are

inm4iatey required tor spy of water to agriultaral extpoerintal otations

ad to dm etration faes, while te largor part of the ptap appeas to be

neoded for town water -*pply*



foual alloation of Plan fonds for develcomat of %tr resompes

wre I*W0 .mlio rW*l Inlag apewsiately $I*3 ndm14n of total extarnal

eqpoeadtures mats amt in te fist 1 moths of atto abou

-3*6 million imaudg 62#4 mwtlen or p1A2Io beP* es equipment. aW sm

wmftta sames to $3 Ia million usted b the g aernm t as Idated aboe*

It woold apper that only a small portico of te equipment required wil be

used for immediately pro ti-e purposes I a a1t l the pester

-art of It is pria%*r ne to Iperoe tows water oupplys

3. Pat oquipamat for hesm e di *OtAmmnshahPWu (Ref. Volume
ZT, age..s5 5 r .port)

Asmnt reqeoetet $,0O0,000

m% balk of Iran's peent osas '.s tr pasres n .oug two northen

parts of te Paerlt, I.e. m SM AWWUhpwjwa In spit at

the tt that the" parts m aet adeqate to deal with the current trW at

about 450,OD tns, only a sal prtion t the trade is aa -W OjAgr

ptt, partwAlarly those In t em s hiah suffor from bad road eoaction .

- hanlae 5haGot all le ce rcial iergo iasrted oIwrts to

Iranwhiah has ben steadily Inoreasing in volum , and a smjr part of Irsnas

*qwrta. ?be pat is poeory equipped and Its road amd railway mervi. is In-

adequate and suffers from flodingo. The portfs . -ma, ratae at di i

2 a.. T..i..r..m . w..k. e , atf the p. I - n (a) --

ehase at tquipm wt or msah-sa handling o age (b) construction of repair

ad Iatumeshops and of transitory shed (a) oions*= onglo ng work

Ia -arbourk lay ai trac eenet* of roa in har e

Se oseplotin of the aboe program wL require 93 miln rials in-

eluding exterrial upMdiftoe. equivalent to $2.1 wMiUn. During te first



18 wmtho perW $475, vill be mmefs4 t m w pw vbm Of i00m4ttv"

(6310#000) t grading A .o0ft4MV Surf M (P'.WO) and fhr wiOgOOM

. isl es (ti,@0w),

habow serves b14 *Utory asd U4 Gwarmnt's

wheA transpwt as ousl as AIC traffic. "s port sff-rs fm ongesatl

or. Uait gode, the lash of adquato bandling wd storage fa*iU1ies b.ing

Ue ajor limiting fasterse. 00Z rwo mm eabia1 ion of te port wA

T~gaw of its facilities with a viev to its future dwelopent to a eaveastr

of I mill"On tamt. 1ho In4 M program inades (a) *Pund of te Jetty

to s possible te siu.tanewa disharge of two vessels (b) provioon of

a#MiUnugi hanng and stosge ae in cmutws a*" "M cpansin of the

lttert , (a) purchas of nchamima oee rg equipmeat (d) oonstm4tion of prp4W

wwkshops transitory *hod* and water xuppy lino to shipe.

Total est of the Projeet ito estimate at 112 wi 1iy rA&L of hich

the equialet of $2.6 MuMan is in foreign w*Anges Of Pe latter amount

aboat $753,000 vill be needed in the first 18 amths Including $310,000 for

te pu.chm of locomtives an cargo hadlirg eq.ipwm.t, about $200,000 f

grading and conceting fmurfaes, 4153,000 for Vh .etensin of the old Jetty,

"6,w0 for iter spply installations and bawa of $36,0O0 for fareio

consul Unto f"es.

The oo~mAI wrternsa expewdi tre of the tva proje s o an U-sefth

perto total $1,22,000 aM appear to & large extent to be coaeed in tA

gm....,t .a . . .t of 1 mil.ionas .ni.. aboe. 0.wrq,...., 1.I
estimated at R 39.9 million,

expenditues of th 2 prjeots mer the L1-wth p4 t covered tp the

above requet, -mmgh Im M y OC2, are two othr major per dowelppma

proeets for Mahire aM Dar Abwe caslr4 for external eMpositme of



$435 XMUMem qPwrQnitly $1.1 million of AahL to be spent in the first is

imnths. This seem to 9611 tor Sam amtinscn regwmtng th composition and

earer of pririties of the gerten 's, poet gomt pg , vhih with

-egard to its genea signifione an te individual merits of te prEtect

involv4 as dise4d abw, wul4 msca to doserm the 8'e ferN maw

*w (b) Road Building **chineg7(Rs. page 27, Volume ly, OCI report)

Aatat requosted $2,000,000

here is at Wesent no road building outiney in Irn, ae emtr tia

being-ldws br heM ashods hiebh are bote wtl and tiM e sno M. O rs

-0mmud the Immtat pew*we of road buiding =aney in the approdmat.

-aNOt Of $2 Miltn hi* O"mPO1 t the Ant AS r0QU41ted above. A to-

taflve list of the equipiant is given. The iqpsevqnt eW sztaMuLde of asistw

g rads and Mthe cstruction of now roads totaling 1* thssand kilonters

as well as the nstruction of an a opriats =numbe of bridges is 4evivaged Under

the prop * enstmetionUwa are envimaged to qwrate the suaM=ney.

bft*Pt for the abaf only little is said in the report regarding te opnisatio

.4POet of the emfstmueti1u PrO .. It in iniae t hmwer, that the vork, my

be utdrtm either by the Qoemsmat or contators# If forqi* 0on~tr~t

Are awarded Part of Us work sw reduation in the absv equipumnt is nsidsred,#

psoxible. he progrm in its pross.t stage soma to lack dequsts plannig w

garding its organisational and xuagerial Wohism,

5, (e) Purehase of rolling stock and equipment for wdsting railrods in
additiac to ss expected h4ft British GMverAWat (10f. Pap 910

Tabn IT, 00I rpart)

-ont requested 2p,000O 0

Total railwy rehabilitatien requirtmmst eve a 7yarw period are

esatood 1W MI at .20.2 millisu To Mpar 40s am .Mut of 1.1 Milinm



AWRAd be no". availble. to tshelwUw tem em eected V. -. Pymn of

$=, u3.1iom (51 vd23. To) to the Iwa Govenmen in metteat of war

traffie datem. QW4 the balance between h figure& of $1A4 milion w14,

terforev ascordig to OI callatiina, be chargeame against the 7-7mm

lan, These calulatins, hever, differ substeatially fon the* of t0

raUwle adaisatieon shih are n the h$1er side including such item to

vanimntR* of w mt wI1 ( mifllio) consderd 1W O cur t git

to be amdo from te railways ordinary eudget. n the .in- an5 that te

U**0d LL at viW. bs realized in the nerftw n prm~ wutSlm4

by the goe mtw fo ip t m !7.L of rala eqipa to certh re

quirgmate of te "ilrad program (esiumated at P12.4 mn11ia for the flrs

a .. n d s .f itio... 2 mA oan dolar imots wol la %h .U * of

the above calculation need some further justlficatim.

6. (d) Parebame of mils, ties and fatenigs for lines WO&W tonstmettm
(10f. Paem z.2A, Vlume ITV, On reprt)

Amomt requested $5 mAdlion

fts is considrable difference In opinion betw.a Off and th Ire.

ame t to the gneal benefits to the .eomw at 3 raUway ensetwucti

prjects and of thei order of priority wth the gsor ten--I total trm-

portatim dowalopomt pramB of 5 kuian rials, With es regard to the =stm

nee of ote trasportation seetors suc as wemes, p eM n aiwV* OCI

oammmmm at (a) wr a the Mes4 lime be eontim&4 to cavqa$e$ vith

te yers, (b) wrk an the Tais 3is be discontimed at pmeent buet spLeted

in a later phase of the 7-year PsAn and (c) the Kisw*-Yes railway projeat be

detrred Zz0r0a1 wmenditures of the Mshed project for rail., ti*., fastf-

ings, et. are estimated by 00P at $5.2 MW311i. .. tis wsm roughly crresptnds



to' AA goew maat's $5 0illin proects as vmatioi Obe" which bowwwe AMiL

S(a) ?aMhasv of requirent (Ref. detailed not. en NA1I4 , T a.as
IV, osi Report)

V nun reuie $21,0009000 a pie

A total mont of511 $ zM ion rials is envisaged b tI for th deelop-

went of m4.nts m ications Of tis amnt 27 million a" remired fa

*4e dvloasent of log-ditaw .p astely wA toUIra srioeae Ite

natimp radio oormmaiational broadcast and *Uogr services, to be ffoeatod

fA1 opated by te Gewvrmant. The bal an of 27 mil itn rals sheoud be

naft aailable to the Tolephme Cow W (private) which at prest erato

local epon movess, s th exten of uaLh mwrvies, An addition

anow t n rial from other t Pla steuees i~ . , needed

to fiane essential additteowl moltape t and replasoess proets in this

Total fbreign exchange reqiairewwtsa of the program awe estinated at

requested above* ?his amount includes nitial endeaitwres of about 149O,000

an an satmatio *rchango pla,# $45W,00 on two now broadcast stations and

seceatend equipsent, as w&i an several other Item such an wire Unet intox*-

natioma te -- factAis*to, T here new little attractten for a ak

1mam to a this program wit regard to the largey unprusatt" naturet

its item,

L fl1 03I0i



IT. INDUSTRY AND VIgg

9. (a) Fltat Cost of rehabilitatin of existing Textile Silk JW. Comet
Faetorles and emplAting Vermin Rgar Refinery and robabilitating
existing Chemical Indtstrits. (Ref.- Volme IT, Pagoo 135P 145 ad

- 153, and also exhiits K3 & K Amount required Sk,00#000.)

Iran's manfacturing eapasity to limited a4 t e nation to exdramly do-

peondt upon imports of essential cseditlm. The larger part of the existig

indwrtry eseh as texUt lmougarbeet, emet, wasitions and cehoical plants a"

g wernme4t-owned and centrally csntrolled by the t trial - Bank.

Cotto Textilesg There is a potential market for ottoa piee goods but present

dmestic productin is extrea.ly in.fficient and highly mas m". 001 rsa.-oVe- d

obabilita n of eietag mills to put them on a espotitie bop as wl as e-

plnsion of tth induster n a decentralized basis at a later stage. A peal of for-,

sign exports sheld determine the rate of rehabilitation =f aatns of equip-

ment to individual plants. Of the estimated $1.4 million external empenditwes

Inoli n the program appr uiastey $. million are req r@4 in the first is

mont a porl". Thee should cever the rehabilitation of two goerdmenase

min2at Bojob and Shahi (about $90,00O ) the organizatni of a private engraving

pant to supply printed "lls to the desetio inawtq7 (60,000) waU as fes of

foeign experts (110,000).

Sli, The present situation of Iran's silk industry is characterized by skMa

methods, outwn squipwiet and a statie if not doeliiag marbet. 001 re a

useat of quality thogh better methods in all phases of prodtestn as well

as of sales. The industry, nee gernment-ownes, should be transferred to pilvato

ownership except for egg preoustion whick should remain under stetr gervowa W

conoel. The total program cslls for 10,000 external expenditures over au 18 insth

period. *Or* than 2/3 of this amunst is needed for the rehabilitatia of the Chalas

power plant while about 1/3 is needed for the repair of threading, weaving and-fin-

ishing neaiaen.



Dp"Ofta No"s te Ld V 0LO VWe Mnersa as es e

mwdm te Plant Io'se "Ol liatstry is es"eted larly to utr ft" d0110tia

-w mtwrleai. The we4heblttat$AS of ea4tig famte t.S d oeitomn 5

an we4 aUA eash With 400 tems of a per YW $opaity i nm y

Of t)e total eat of 0 .mlisn riale about 3A or ,.3 X SM Usa edIed to

forig mobsp. Of the latter b6OO00 wMl be spa withia the firt 38 =00

for aw weam 1aZ

O At proeast 2 JoUe mille, ane IWO, -shW# Pe, wato* rae s

In apeas ia In r% preodmtag about 3 miln materm of eoth. It prOpWsr ovw-

Umaol tboy sb14 be aSis t together with a so rivate lat Di"f~ to mook

the mm's Au WONt of 5 -Su-s rials imnsding a foed m-

-hosg Sowposiot of $90,4 he Um- a ated by OCI to pror.f for mheb-Itta-

tm or the Covl 1eb-eMe --- ill at Sh" witbia a1 ** Perla.

! The ;ast Producto owpWiW of I smW loksefas am oporatbq Ja

tm dos mt aisew 50000 too and ofm~ m a smU fmaso of the mtase

LRM Fn 4st1RU at 5.000 tOnW V.a. ft1 IMF*4d 0**W t &-

ti.ss and a poesible rasetiou in pere, . U am ay f lafn to A

-ate- 150,000 tiw. Dowd a these OCT ps 0o0 pv t bde tw ?Aqm

period for a grad4a ierese of refint cspaity to a total CC lagom tft.

This mold be ashloved by the *MM of 3 rms ager millso 2 nm mmgfsft w

inert. a em~saw refIeries st the 1 wg I of an m datig osop pt

factO,. The total eat of the p regrm to eIstsAd at Oft .iamn rialm Ia1=a

fotnd I ;g'aValmat to *bt SUmilies. Of thbos app

$6.k Smilt should be spst in the fIrst U =a** to tser *e extersnl seat

of aboat * 3#4ftoOW for tm mw espr Plas arderi trs Sbhmia, 4a6tvates of

wbih hav es tee estede ianther 92,000 e riquired to Provide mw *%do*

amt for the refiaw ta Voarsta for th pr sftes in of am wr at to wool

aspasity of 25oW tmne. Aoeeodag to OCT, waptistisms marcagal p.-

with Shed. rgardin the delIvozw Of the Abwol .pips mbiab b me of e wi

-w besn beltad.



ot tbo Obeeo , 14aing Of et e extersal

gost of squipmo, for tbe Versa" p1Mb 10 jla*du in the 00vmq=04s Onatve

rqus.t for $4 m inR m4 mOUt0sud *We. In vim of the reported egtatMs

with Skea r.'e4d.g dsUwwuy of asushu . .. ane .1t.M* t. f. t t.

4snXa fi"Mtg at 4.b troao'tA needs Nrmtb er a tiflstM.

Cb@eEL * Ap-rt fVM the AXOC plant ia Ab1dss prosetlas at I*! s1%vi

--- in Le is swgbewibn2. Ther sev *O .ta S *4 m

-W - l=sNOed Is the 1AM sven district, *b54k are io a s4mpletum l 1 do

OMM apd perme at apsisvse eose. R4Iltae of these Iava veS a dI.

fiftlt PV4b]Am but Ie gmwrol.y r-em -e by OCT to prepwo tor ftte Ia=n4e

dawand Ia its initia 81 3* -mn meaotrtie perW the prep UsIU for

$960POW aswkmi l wspfitms to ewer the oeat of a gosinint Pmp tcetor

455#0) ,etem of prestimn fe"WM& tor OMbMe Oda ($175,00m) se amn

Oter tlmr U ibm. Tvs eost of the Wagna war the #0 year pwied ts ptS,.

MvWgd gg t MIlan risgle mi Ine4mb" ts pt. i * i it" *1 .ntntg4M 4t

a tor+tAs VIM&* ab^ iter peried ofter Oftwo eov#r, WU1ag for extwA,

xarisi o t .1 O4 AW be see rrm te abtebed t** &O ed

the a aibmw, It U sa mseat at the *we , preJs0 (it te two raw faetse$

of Reodah and ftrtst as =.UaW MONOW to 43.9 inMAM- rm04 bWUeg th

MoA a estei by t3bebsmanat Mwnl the gb~s UM6Ia. Pesdig .1.fs'g-

tiftf aews a teshmel aspe s , as wil of es wodsatMbam Md ft"i04

WWMshb, it MU1 &por tab 0me of Ms prejeto Is.ved meob e tw e No am

tety or M tweY a wer ph nubt d.er se f rtsImw aieati

f. (b) oed P M fe too -e
Aowb reqired M 0o

Large quavtties of frat a Itoe m M I severl parte o Ira

with AwekaegeN, Va, oMs- kew.a asd ftamura s m eters of t

pNedUM ar*W. With reotrOM to the efsidorable petentiaUte t *Aed

d"sUet"0s fruit ezstlsg parly& is AsAmAJOS, 00? roomemwAs a projet



which should provide prelmisay processing and packing facilities in erekards

to handle about 100,000 ten of fresh fruit. These include oquipamt for pro.

ceasing of waisins, aitrous and pomegranate juiting plants as well as grading

and paking shAde. At least 1.-dipping tanks (sech only 120 tan of grapes

in hO day season) to supply about 25OO00 lphrie hoesse, would be needed beside#

an anot of asseiated implemauit mush as drying trays, 9e. in the earlier year*

of the prograM. The equipment should be sold to individual growe or grie af

growers on 3 to 5 year eredits. In sdditimn to the above preliiary equissat

001 resermend the eeetion of 5 final preassaing and packing plants, 2 with wanal

eapaeities of * toens of dry fruit each and 3 with capasities at 2000 tones eah.

Construbion of the first 2 plants as mentioned above should start as sem as

pMssibl to be rea# for "sration by fall 195.

Total cost of the 5 plants is estimated at 6 nillic rials, half of

this mitnt or apprxisaately $9,000 in foreign asbchap. Of the latter $55,000

will be reqired ever the first 18 mouth period to complere the ereetion af the

2 paeking plants of 6000 ton capacity each. No est estiuate is available for

the prlmnary preoessing and peaking equipment envisaged in the above progam

and it ay be a-emed that it has been included in the govertnme' s total re0as.t

for #0,000 as mentiened above. Pending a more detailed breakdoan of the latter

amount, it would appear that sons of the projects involved such as the 2 final

fruit preosessing plants ,Ed/or the Jues plants, would after certain possibilies

far Bank fianat".
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11. (d) Equipment for lines (Ref. Volu I , Exibit 6)
Amount required $1,000,000

Although Imis geological strooture U largely of a type favourable pfo

the occurenme of coal, oil and other minerals, little is kno- ahou it easept

for oil. Most of the nisee at present in operation are poor3y eipped &W im-

efficiently operated. 00I recommended (a) that all principal mines sud be put

in good working condition and operating metheds be improved; (b) a systematie

seareh for minerals should be madi (a) an adequate nimber of forigz mining spe-

cialists should be engaged to direct the above work and (d) private eapital ia

mining should be encouraged by expanstn of the terms of mining concessims to a

stnmw period of 25 yeews.

A total amount of 131 million rials has been allocated by 001 to the

above oonstraption program to be spent in the first 18 months of the plan inelud-

ing foreign exchang expenditures of $2.1 1i1in. These are disetribwe as tl-

levs

0000 of$ 4
Goal 457 For rehabilitation of wisting coal mines to

finanee underground devlopmext, peraes of
diamond drilling and other equipment.

55 5 For the partial reactivation of iron mines in the
anA area to over parchaes of 2 diesel locametives

heavy construction material as well as drilling equip-
Not. Further development of these mines IUVW-
results of stuy regarding the advisability of estab-
lishing a blast fulnso.

Copper 3*7 Principally for rehabilitation of the I*OS1 mine to
repair flooding, bloeaeahg and fix* crashing plaat 41
minor repair work in several ethe uines.

Salt Fii 7 or dovelopment of deposits of rock salt on Ohisl Is.
whieb has ecnsiderable reserves and should be v*17
eheaply operated by rooters and bulldoser and diretly
diseharged to vessels. Comtruction of jetty is needed,
lading facilities as well as 4 lighters and one soa-
going tag. An additional imount of $340,OO external
expenditures will be needed in the latter phase of the
plan to carry these projects to .ompletiCO.

(continued)



isa. h76 For rahabilitation and developM t pwrneg in seqrgl
Other field* Of LIMSg iuclding 1"d# skmside, red
oxide of irn, tier*,. ste.

services &
Ow-er 111 for forelgp personnel A "mp tion for f tw i nwse

Total ,073

Considering the aber it anpars that OCI ivowaate pio.g provide priz-

cipally for the rebabilitation and some ndora% extension of oesting nites, their

future development as wl as exploitation of new maiss depending on the re.uit

of stwK@s whick still we to be andertakve6 It *W b noted that thesamot ro

qestoby the overisamet under the aboe. hMing povide sony for half of the

financing considered necessary by 001 to aomr exterva oxpeaditi ersfo the fiwtr

18 montbs of the mining progres.
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FoRm No- 57
INTERNATIONA' 'ANK FOR RECONSTRUCTION AND VELOPME -

OFFICE MEMORANDUM
TO: Files DATE: September 15, 1949

FROM: F. Dorsey Stephens 4

SUBJECT: Iran - Conference with Governor Ebtehaj of Bank Melli

1. Governor Ebtehaj, accompanied by Mr. Nemazee of the Iranian Embassy, called
on September 12 on Mr. Garner. There were also pressent Messrs. Iliff, Stephens
and' Bayne.

2. Governor Ebtehaj said that he had been advised by cable that a recommendation
to employ Overseas Consultants Inc. had gone forward to the Cabinet for final
decision which he said would undoubtedly be favourable. Max Thornburg, Vice
President of O.C.I., would remain in Teheran as the latter's principal represent-
ative. Ebtehaj considers Thornburg an ideal man for the job because of his ability
and of his understanding of Iranian mentality.

3. The new Managing Director of the Plan Organization, Dr. Naficy, is, in the
*-opinion of Ebteha'j, the best man that could possibly be found for the position.
Ebteha4 believes that Naficy will work very closely with O.C.I. and follow their
recomeindations. He understands that in conjunction with Thornburg a schedule of
priority projects for early execution is now being drawn up and he mentioned par-
ticularilt Wcovering aement plants and irrigation wells on which considerable
engineering work has already been done.

4. In discussing the economic section of the O.C.I. report, Ebtehaj said that he
disagreed fully with Barker as to the latter's recommendation against borrowing
for the development program from Bank Melli. Ebtehaj wouldi4ot hesitate to lend
a substantial amount of Bank Melli funds for truly productive purposes, even though
it meant some inflation in prices which he hoped would be partially offset by an
increase in incomes. The necessity to raise the standard of living in Iran was so
great that a big increase in production and in particular of food, was essential
regardless of cost. He did not explain how an increase in consumer goods to offset
an increase in purchasing power was to be accomplished during the period of several
years before the development projects have greatly affected production.

5. Ebtehaj, who has always been in favour of a reduction in the note cover, said he
thought that a law to this end would probably be passed by the new Majless which is
shortly to be elected. If his recommendation that the note cover be reduced to 50%
(as against 77% at present) is followed, Bank Melli would have the equivalent of
$66 million for immediate release. $30 million of this Ebtehaj would utilize as
cover for the issue of new rials and the remaining $36 million would be available
for imports under the 7-year program.

6. Ebtehaj reiterated the view that he expressed to Mr. Garner during the latter's
trip to Iran, i.e. that Iran does not need a Bank loan now and perhaps never will
during the life of the 7-year program. This, however, presupposes a reduction of
the note cover if the program is to be carried out at the tempo recommended by O.C.I.



-2-

In spite of Ebtehajts personal view he, nevertheless, considers that the
Government of Iran my ask for one or two small loans from the Bank in the
near future. It is possible that he will hear from Teheran on this subject
during the next two weeks that he remains in Washington.

7. In the opinion of Ebtehaj, it will be very difficult to obtain Majless
approval of the new AIOC royalty agreement which would double the present
rate on the ground that Iran was not receiving her full dues. Ebtehaj pointed
out that last year the U.K. Treasury received in income tax from the AIOC some
L26 million whereas Iran's share, even under the terms of the new agreement,
would not have been more than 618E million. Ebtehaj considers that both
governments concerned should be on an equal basis.

8. Ebtehaj is well satisfied with the progress in setting up the machinery
of the Plan Organization. Key posts are being filled daily with high-grade
Iranians and the necessary foreign specialists will soon be engaged. Ebtehaj
expressed the hope that a firm of auditors like Price, Waterhouse would soon
be empoyed for this very important function.

9. No. solution had yet been reached on Russian holdings of Iranian gold and
currency ($12 million and $8 million respectively). Ebtehaj was considering
the possIbility of suing the Russian Government.

10. Ebtehaj had been successful in forcing down the unofficial rate for
dollars from 46 to 40 as against the official rate of 34.

11. Ebtehaj expressed a very poor opinion of the Van Zeeland report on the
note cover and the rate of exchange. The advice as to reduftion of the note
cover was "yes and no"; as to the rate of exchange, Van Zeeland recommended
"wait and see". A copy of this report was promised to Mr. Garner.

FDStephens/pm
copies to Messrs Bayne, Svoboda,
Welk, Bochenski



Mr. W.A.B. niff August 30, 1949

F. D

Ira

Mr. 5mos" said that he had receivvd a cable this morning to the
effet that the High Counwil of the Plan Orpalatim had agrwA to the
gineral terms of the propeaId oontraet, and that the matter had now

bow referred to the ovornat for approwa.

FMstphoas/UeP

set Ness". Wlkp 5S.heinid Sae, Svebd



Iliff o.206 JUNPSZ6I2
Restricted WR CHIW

IUORANDUM

Cairo, Egypt, August 26, 1949

To: W. A. B. Iliff

From: C. V. H. Engert

Subject: Economic Conditions in Iran;

From information obtained from an official who was recently
in Tehran I gather that the Persian Government is seriously worried
about the economic outlook. Food prices continue to be very high -
partly due to an exceptionally severe winter, but chiefly to the
exploitation of food shortages by speculators. (As you probably know,
Iran appealed to the U.S. for 200,000 tons of wheat, of which about
hair on credit).

4 The Government's financial difficulties were rbvealed by the
large initial deficit in the budgetary estimates submitted to the
Majlis. Mr. Ebtehaj, the Governor of the Bank Melli, is still opposed
to a foreign loan in the near future, but his attempt to secure the
early enactment of his Bill to reduce the note cover failed. The
financing of the Seven-Year Plan is therefore still in abeyance, and
the long delay in reaching an agreement with the Anglo-Inonian Oil
Company did not help the situation.

There is lack of confidence in the Government among the
bazaar merchants who feel that the country is facing a grave economic
crisis. The growing discontent came to a head about six weeks ago
when the Chamber of Commerce held a mass meeting at which its President
ascribed the deterioration in the situation to the following causes:

(a) The increase in the rate of discount caused by the decline
in business activity;

(b) Iarge stocks of imported merchandise which cannot be sold
and which are depressing the market for local manufactures;

(c) Unnecessary difficulties created by the customs authorities;

(d) The uneconomical application of the Government monopoly laws;

(a) Inefficiency in the assessing and collecting of the income
tax;

1(f)



(f) The activities of speculators who hope to take advantage of the
impending slump.

The main burden of the complaints seemed to be that the
severe restrictions of credit imposed by the Bank Melli were crippling
business, and there was even some talk of organizing a strike in the
bazaars unless the Government took effective ateps to remedy the
general economic conditions.

The general public has gained the impression that this trial
of strength between Ebtehaj and the local merchants is the main
element of uncertainty in the present situation, and that apoarently
neither Ebtehaj nor the bazaars can be controlled by the Government!



FORM NO. 57~IO1

s JNTERNATIONr BANK FOR RECONSTRUCTION AND \EVELOPMEN

OFFICE MEMORANDUM
TO: Mr. W.A.B. Iliff DATE: August 25, 1949

FROM: F. Dorsey Stephens

SUBJECT: Iran - Recent Change in Managing Directorship of Plan Organization

If the State Department is correct in its interpretation of the
recent replacement of Dr. Taghi Nasr by Dr. Naficy as Managing Director
of the Plan Organization as a victory for Ebtehaj, the consequences
might be:

1) The reaching of an agreement with 00I, as Etehaj is known
to be strongly in favor of retaining a consulting organiza-
tion.

2) The postponement of a loan application to the Bank, unless
Ebtehaj is no longer opposed to foreign borrowing in the
early stages of the Seven Year Plan.

I sunderstand that Ebtehaj will be here for the Governors' eeting.

FDStephens/mvp

cc: Mr. Welk
Mr. Bochenski

r.r Svoboda



FoRml No. 57
(548) INTERNATIONA 9ANK FOR RECONSTRUCTION AND WVELOP

OFFICE MEMORANDUM
TO: Files DATE: August 24, 1949

FROM: F. Dorsey Stephens

SUBJECT: Iran

I was advised today by Mr. Zama ee of the Iranian Ibbassy that
he had received a cable from Teheran stating that Dr. Taghi Naar had re-
signed as Managing Director of the Plan Organisation and had been replaced
by Dr. Naficy. Mr. Nemasee stated that there had been three resignationa
(including Dr. Naficyls) from the Council, and that one new appointment had
been made - that of Mr. Noury-Esfandiar7 - who was formerly Minister at the
Iranian Embasy in Washington.

The State Department likewise had received a cable advising of
the above changes in the Plan Organisation with the comment from the U.S.
Embassy in Teheran that the change in the Managing Director night be con-
sidered as a victory for Ebtehaj and a setback for Prince Abdorresa.

It nay be recalled that Dr. Naficy was considered as the father
of the, 7-tqr Plan.

FDStephens/zwp

cc& Mr. Welk
Mr. Bochenski
Mr. Svdboda
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liff No.202

Restricted

EMORANDlUM

Cairo, Egypt, August $2, 1949

To: W. A. B. Iliff

From: 0. V. H. Engert

Subject: Iran. Imports from U.K. & U.S.

-I learn from a reliable source that during the last quarter
of the Persian year which ended Yarch 20, 1949, Iran imorted about
twice as much (in value) from the United States as from the United
Kingdom.

AMcording to the credits opened and payments made against
documentary bills by the two authorized banks (Bank Melli and Imperial
Bank of Iran) , the paymehts made or credits opened in favor of exporters
in tte United Kingdom amounted to a little over . Stg.2 million.
The 6quivalent figures for exporters in the United States totalled
over ;ttg.4 million. This difference seems to be largely due to
the fact that most orders for cotton piece goods were placed in
America, for by June 1949 the U.S. exported about three times as
much to Iran as the United Kingdom.

Incidentally, the T Stg.2 million mentioned above included
a little over E Stg.1 million for machinery, most of whic# was
accounted for by a few large credits for textile machinery.

Some of the dollars required to pay for American imports
were, of course, earned by Iran's own exports to the U.S. However,
these exports are estimated to have shrunk to about one-third
of what they were in 1947/48, and now amount to only about S Stg. 1.5
million per annum.

It is therefore obvious that the butk of dollars which are
being paid to American exporters must be obtained from the Bank of
England for sterling. yor you will recall that under the terms of
the financial agreement between the Bank of England and the Bank
Melli (which was renewed for one year from November 20, 1948) the
Bank of England agrees to convert Iran's sterling into dollars for

goods which Iran cnob-sin in the American monetary area on better
terms (as regards price, g a/fakd delivery) than from the sterling
area, or from countries accepting sterling.
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liff No. 195 JUN 0 6 2013

Restricted

MORANDUM

Cairo, Egypt, August 16, 1949

To: W. A. B. Iliff

From: 0. V. E. Engert

Sub ject: Iran. Barrage in KeredJ.Valley.

I am informed that a dam is to be constructed in the Keredj
Valley, near Tehran, to increase the drinking water supply of the
capital, to help irrigation, and possibly to produce hydro-electric
power.

The dam is to be 100 meters high and is intended to form a
reservoir with a capacity of 70 million cubic meters. The cost is
estimated at about 8 million dollars.

I understand that the "Independent Irrigation Corporation"
has recently concluded a contract with the French firm "SocitW
*d'Entreprises Mitropolitaines et Colonial .' for the preparation
of the plans for such a barrage. The "Independent Irrigation
Corporation" is said to have invited both British and French
firms to submit tenders for this survey work.

As you probably know, Sir Alexander Gibb & Partners have
already been working in the Keredj Valley region in connection
with their Tehran 7.ter Supply scheme, and they had some time ago
made certain preliminary suggestions regarding the proposed dam.
But when asked to make an offer for the survey work, they declined
to participate unless given a guarantee that they would be 'out in
charge of the supervision of any work that might be based on their
survey report.

The French firm mentioned above had not previously undertaken
any work in Persia.
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INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT
WASHINGTON 25, D. C.

Cairo, Egypt, August 15, 1949

Iliff No.194

JUN4 0 6 2013
Confidential W8ARCIPM

Dear Iliff ,

Referring to my letter No.66 of December 29, 1948, I now learn
confidentially that this year's opium crop in Iran will probably amouht
to over 1500 tons, which is more than usual.

In this connection I am told that the Persian Government has
apparently decided to give up any serious attempt to enforce the
prohibition of opium growing which has now been in effect for over
three ybars. No official announcement has yet been made, but as the
ban was widely ignored, and opium was always easily obtainable from
private growers, the Government is said to have become convinced that
the law cannot be enforced.

The Opium Department of the Ministry of Finance therefore
intends in future to buy the whole opium crop. I doubt, htwever,
whether this will or can prevent sales to private buyers, for the
simple reason that opium smoking is so widespread a habit in Persia,

and the opium dens will, of course, not be able to obtain their supplies
from Government sources.

Sincerely yours,

Co lius anH. rt

W. A. B. Iliff, Esq.,
Loan Director,
International Bank for Reconstruction & Development,
Wshington 25, D.C.

14/
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FootM No. 57
(5. 48) INTERNATIONA BANK FOR RECONSTRUCTION AND 'EVELOPMENT

OFFICE MEMORANDUM
TO: Files DATE: August 15, 1949

FROM: F. Dorsey Stephens

SUBJECT: Iran

Mr. Nemasee of the Embassy of Iran advises that he has been
informed by O.C.I. that the latters final report has not yet
been printed in full. One volume dealing with "Summary and
Conclusions" as well as a volume dealing with agriculture, are
expected to be r eady on August 22 and the remaining volumes on
August 29.

The Embassy of Iran will make available to the Bank copies
of these reports as received.

$s

FDStephens/pm
c.c. Mr. Bayne

Mr. Svoboda
Dr. Welk
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Via* 1tiabeth C. Burns
fteretary
Overseas Consultants, Ina.
51 Zst 42nd 3treot
Now York 17, Nw York

I in recip of yor ltte of Aitust I

in whch you list te nw of thos attending the

meting on Vwidy, JA3 f9. Ibauk you vwty mt~

for ftwwarding this list to ae.

VeOW tmy youAre,

1P. Dorsey Sten
Loan Offio



OVERSEAS CONSULTANTS, INC.

51 EAST 42ND STREET

NEW YORK 17, N. Y.

August 1st, 1949

Mr. F. Dorsey Stephens, Lean Director
International Bank for Reconstruction

and Development
Washington 25, D. C.

Dear Mr. Stephens:

The names of those attending the meeting
held in the office of the corporation on Friday the 29th of
July, are as follows:

Mr. W. A. B. Iliff, Loan Director
International Bank for Reconstruction

and Development
Washington, D. C.

Mr. F. Dorsey Stephens, Loan Officer
International Bank for Reconstruction

and Development 4

Mr. John R. Ltz, Chairman
Stone & Webster Engineering Corporation
90 Broad Street
New York, New York

Chairman Overseas Consultants, Inc.
51 East 42nd Street
New York, New York

Mr. Clifford S. Strike, President
F. H. McGraw & Campany
780 Windsor Street
Hartford 1, Connecticut

President, Overseas Consultants, Inc.

Mr. Robert L. Hamill, Partner
Sanderson & Porter
52 Williams Street
New York, New York

Vice President, Overseas Consultants, Inc.



OVERSEAS CONSULTANTS. INC. August 1st, 1949
Page 2

Mr. F. Dorsey Stephens
International Bank for Recoenstruction

and Developsuet

Mr. Frank M. Carhart, Partner
Jackson & Moreland
21 St. James Avenue
Boston, Massachusetts

Vice President, Overseas Consultants, Inc.

Mr. Max Weston Thornburg, Vice President
Overseas Consultants, Inc.
51 &st 42nd Street
New York, New York

Mr. G. V. T. Burgess, Partner
Coverdale & Colpitte
120 Wall Street
New York, New York

Treasurer, Overseas Consultants, Inc.

Very truly yours,

OVXRSXAS CONSULTANTS, INC.

Elizabeth C. Burns
Secretary
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m NQ. 57
(5.4) INTERNATIONAt 'ANK FOR RECONSTRUCTION AND VELOPMEN

OFFICE MEMORANDUM
TO: Files DATE: August 1, 1949

FROM: F. Dorsey Stephens

SUBJECT: n

Messrs. nliff and Stephens conferred on July 29 with members of
0.0.I. at the latter's address in New York. There were present:

Messrs. Strike
Lotz
H5.mifl
Thornburg
Burgess
(and one other)

The principal subject discussed was that of a new contract to
be concluded between 0.0.*I and the Iranian Government. On this point,
Mrs Tif repeated the Bank's view that for the sake of continuity, and
to: give the Iranian Plan Organisation the full backing of an organisation,
0.C.I. should remain in the picture as long as was necessary, but particu-
larly during the period when the over-all development program was to be
drawn-up and put into effect. It was made clear that the Bank felt the
question of remuneration was a matter to be settled directly between the
parties concerned.

The Bank representatives also explored with 0..i. the possi-
bility of a single firm acting as a buffer between 0.0.I. as a consultant,
and the constituent members of 0.0.I. as contractors.* The principal ao-
tivity of such firm would be to submit comprehensive lists of primary con-
sultants, to prepare calls for tender., and to assist in awarding of the
contracts on the basis of tenders received.

The 0.0.I. felt that the naming of one of their constituent firme
to perform this function would be merely a subterfuge. They further ex-
pressed the opinion that it would be difficult and expensive to the Iranians
to procure the services of some outside consulting firm for this function.

On the other hand, they appeared to like the idea put forward by
Mr. Iliff that whatever firm of public accountants was selected to advise
the Plan Organisation, e.g., Price Waterhouse, might itself perform this
function. The 0.0.I* people pointed out that in reality the accountants
would probably have to come to them for lists of competent primary con-
sultants in connection with specific projects and would also have to rely
on them to prepare an analysis of bids received and justification of pro-
posed awards on the basis of such bids. Nevertheless, it undoubtedly would
be of assistance to the Plan Organisation to have the impartial recommenda-
tion of a recognised firm of accountants before closing contracts.

The final 0.0.I. report probably will not be available before
August 15.



Fonm No. 5'7
(548 INTERNAT K FOR RECONSTRUCTION AN

OFFICE MEMORANDU
TO: iles DATE: July 29, 1949

FROM: F. Dorsey Stephens

SUBJECT:

Mr. Stephens met with Messrs. Walsh, Haber and Hlqmist of Sanderson
and Porter, one of the member firms of 0.0.., and discuasod various " pri-
erity projects which would be recommended by O.C.I. for early execution. Any
detailed eamination of these projects must await publication of J . 0G.I*
final report, bot there would appear to be three fields in the industrial
sector which might contain projects of interest to the Bank.

a. Textiles

The 0.0.I. report will recommand the construction of, say, three am
textile plants as soon as possible at a total cost in foreign exchange
of about $12 million of which, say, $9,000,000 would be required in te
for of foreign exchange, Provided deliveries from the U.K. are now
etter than they have been, the above equipment might be purchased there
s the quality is high and prices somewhat better than those now ruling
t milar U.S. equipment. There may be some private capital available

to over the larger part of the internal costs. It would take about two
years to put these plants into operation. It was pointed out that the
production of consumers, goods would tend to "mop up" surplus local cur-
rency, thereby putting a brake on the inflationary potentialities of the
inveatment.

The 0.0.I. will recommend the construction of two beet sugar plants,
plus a relatively small amount of foreign exchange expenditure for an
existing sugar refinery. Foreign exchange cost for 1949-1950 is esti-
mated at about $4 million. A further $ ,000 would be required for
imports for 1950-51. Designs exist for both plants, which will be owned
by the Government, and it is understood that certain down payments al-
ready have been made. The operation of these two plants would mean a
considerable savings in foreign exchange. Some $7 million are required
in the form of foreign exchange to complete the sugar progran in te
later years of the Plan.

The 0.0.,I will recommend the iw diate rehabilitation of the existing
Tehran Plant (theoretical capacity 300 tons daily versus actual 180,000.
tons) at a foreign exchange cost of about $600,000 and would also recoc-
mend that work ceemmene as soon as possible on two now plants (capacity
200 tons per day each) at a total foreign exchange coat of aboet $3
million. It was suggested that one of these plants be located in the
Karun Valley, in the oil area of southwest Persia, and the other at
either Shiras or Isphahan-preferably the former. It is to be hoped
that private capital will be available for internal investment, althogh

MICROFILMED
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during the early years., some Government help may be necessary.

Total foreign exchange requirements for the above-mentioned projects
amount to some $17 million. When more complete information is available
the Bank might undertake to examine one or two with a view to possible
financing.

FDStephens :mir

ec: Messrs. Bayne
Rembert
Welk
Svoboda

- I
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Draft
FMOppenheimer/dg
July 22/49

His Excellency Hussein Ala
Ambassador of Iran
Washington, D. C.

Dear Mr. Ambassador:

You have requested our suggestions as to the type of

legislation the Government of Iran should enact in order to i
meet the requirements of the Bank in the event your Govern-

ment should negotiate a loan or guarantee agreement with the

Bank.

I am enclosing a draft of the type of legislation we

have furnished to other member Governments making a similar

request. However, this draft legislation has been prepared

without consideration of any special provision* which might

be included in any loan or guarantee agreement entered into

with the Government of Iran, or of the requirements of the

domestic law of Iran which any legislation would, of course,

have to meet in order to be satisfactory.

You will note that in Article III of the draft legisla-

tion the space in which the maximum permissible aggregate sum

of loans contracted or guaranteed by the Government of Iran

is to be inserted has been left blank. The determination of

that amount must be made by Iran, and you will appreciate

that the Bank is not in a position to comment on what that

amount should be.
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The Bank is also unable to discussAtams wL-eef--

4*tens-af loanf6until preliminary negotiations regarding

a r icular projectashave begun. However, the recent loan

and guarantee agreements sent to Mr. Ebtehaj by Mr. Onaran

on April 29, 1949, should serje in a general way to indicate
xI

the type of terms and conditfons which have heretofore been

included in agreements with/the Bank.

Sincerely yours,

W. A. B. Iliff
Loan Director

Enclosure

/tA
(j A&



July 25, 1949

His Ehcellney Hasein *ALEGAL DEPARTMENT FILM
Ambassador of Iran
Washingten, D.C.

Dear r. Ambassador:

You have re 3uested our suggestions as to the type of
legislation the overnment of Iran should enaet in order
.to meet the reqairzents of the Bank in the event your
Goirnment should negotiate a loan or guarantee agreement
with the Bank.

I am enclesing a draft of the type of legislation we
have furnished to other member Governents making a similar
request. oweer this draft legislation has been prepared
witkhout consider aoo of my special pravisida which night
be included in any loan or guarantee agreenet entered into
with the Government of Iran, or of the requirements of the
domestic law of Iran which any legislation wou4, of course,
have to meet in order to be satisfatof ty loan
or guarantee agreement with Iran iuld eome effective,
the Bank would require an opinion of legal counsel satis-
factory to the Bank that such loan or guarantee agreements
have been duly authorised and constitute valid and binding
obligations of the respeetive borrowers or guarantors.

You will note that in Article III of the draft legis-
lation the spae in which the maxim permissible aggregate
sua of loans contrated or guaranteed the Government of
Iran is to be inserted has been left blank. The determink-
tion of that aiont must be made by Iran and you will
appreciate that the Bank is not in a posItion to oonent
on what that amaunt should be.

The Bank is also unable to determine the rate of interest



2 His Ezxellency Hussein Alt

and the period of amortization of a loan in advne, --and it
ill only be able to diseuss those terms WN negotiations

roeardng particular pr*4*ets to be financed by such a loan
have began. Various other terms and conditions of a loan
or gwrante agreement an likewiso be discussed only
after particular projects have been selected. Howevew,
th recent l*= and guarantee a "At to Mr.
Rbtehaj by Mr. Onaran en Apil 29.1949, should serve
In a general way to indies the type ol terms and an-
ditIons which have heretofore been included in agreements
with the Benk.

Siasewely yer

W. A, D. IlIff
Loan Direetor

Enclosure

FMOppenheLmer/lk



FORm No. 57

s5-4.) INTERNATIONA ? 'K FOR RECONSTRUCTION AND ~-'-tOPMENT q

OFFICE MEMORANDUM i
TO: Files DATE: JWJ 25, 1949

FROM: F. Dorsey Stephens

SUBJECT: 32" - Priority Projects

The following information was given on behalf of 0.0.1.
by Mr. Holmquist of Sands and Porter (constituent firm) with regard
to the priority projects mentioned in Mr. Bayneta memorandum of
July 18,

1. Ra!l !1!

0.0. I. reoommends the immediate completion of the Tehran-Nashed
railway but does not recamend, except for the later. stage of the
program, the completion of the Tabris-Mieneh railway. The foreign
exchange requirements, largely for rails, for both projects should
not exceed $300,000.

2. Cenent

0.0.*I recommends only two eenut plants to be built at this time
at a total foreign exchange cost of about $6.5 million. They re-
coumend that private capital be invested to the extent of 50%
which would leave the Government's foreign exchange requirements
at $3,250,000.

3. Power

0.0.I* recommends the construction of two thermal power plants
of 10,000 I.W. each at a foreign exchange cost of $4.2 illion.
They recommend the study of a dam on the Keradj River, but not
actual construction at this time.

FWtephens:mmr

c: 1es ars. Bayne
Rembert
Svoboda
Welk
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DRAFT
FROppenheimq4
July 22/4

His Excellency Hussein Ala
Ambassador of Iran
Washington, D.C. LEGAL DEPARTMENJ FILES
Dear Mr. Ambassadors

You have requested our suggestions as to the type of

legislation the Government of Iran should enact in order to

meet the roquirements of the Bank in the event your Government

should negotiate a loan or guarantee agreement with the Bank.

I am enclosing a draft of the type of legislation we

have furnished to other member Governments making a similar

request. However, this draft legislation has been prepared

without consideration of any special provisions which might

be included in any loan or guarantee agreement entered into

with the Government of Iran, or of the requirements of the

domestic law of Iran which any legislation would, of course,

have to meet in order to be satisfactory. Before any loan or

guarantee agreement with Iran could become effective, the

Bank would require an opinion of legal counsel satisfactory

to the Bank that such loan or guarantee agreements have been

duly authorised and constitute valid and binding obligations-

of the respective borrowers or guarantors.

You will note that in Article III of the draft legis-

lation the space in which the maximum permis#ible aggregate



S2 -

sum of loans contracted or guaranteed by the Governmant of

Iran is to be inserted has been loft blank. The determination of

that amount must be made by Iran, and you will appreciate that

the Bank is not in a position to comment on what that amount

should be.

The Bank is also unable to -41eaoi the ratea.5 I

and the period of amortization of a loan4 anti-pro!&

negotiations regarding particular projects to be financed by

such a loan have begun. Various other terms and conditions

of-a loan or guarantee agreement can likewise be discussed only

after particular projects have been selected. However$ the recent

loan and guarantee agreements sent to Mr, Ebtehaj by Mr. Onaran

on April 29, 1949, should serve in a general way to indicate

the type of terms and conditions which have heretofore been

included in agreements with the Bank.

Sincerely yours,

W. A. B, Iliff
Loan Director

Enclosure



Fo~m No. 57
.INTERNATIONAI ANK FOR RECONSTRUCTION AND ' 'ELOPMENT

OFFICE MEMORANDUM
TO: FLLS DATE: j4y4 1949

FROM: L. Sveboda tS,

SUBJECT: M - eeting with 001 Representatives re OCI Final Report on Iran

A meting was held in Mr. Hoar's office at 10:00 A.N. yesterday.
Present at the meeting were:

Messrs. liff
Stephens
Bayne ) IBRD
Rembert
Svoboda

Lots
Barker
Humill ) CI
Thornburg

Gorlits ) State Department

ECONOMIC SECTION OF 00I REPORT

Mr. Lots introduced Mr. Barker as the Financial Expert who had
covered the economic and financial field of the Group's Report and sug-
gested that he summarise his findings. Mr. Barker referred to the eco-
nomic section of the Report prepared by him and suggested reading it and
discussing it afterwards from whatever angle it might be desired. The
following are its highlights:

The financial problems of the Plan should be considered from three
aspects:

I. Eternal Zxpenditures
31. Rial Expenditures
III. Control of Rate of Rial 21penditures

I. External Expenditures

a. Considering the AIOC oil revenue as earmarked under the Plans
the external expenditures appear generally to be assured.
The rate of oil revenue in the future cannot, of course, be
predicted but can be assumed to be substantial and adequate
for the above purpose.

b. Foreign curreney loans - In view of the above, no IBED loan
appears to be necessary to cover external expenditures of
public pro jects under the Plan. However, one or several
small pilot loans by the Bank to the private sector would,
at this time, be a most effective contribution.



II. Rial Sxpenditures

Potential sources of supply are:

a. Taxation - No substantial increase from this source, however,
can Si-expected until a tax reform is effected.

b. Financing from the current budget-only possible through budget
econoW by elmination of some current expenditures, otherwise
inflationary.

a. Governmental borrowings from the public - In the absence of
a regular capital and money market and in view of the highly
speculative nature of private leanding, (interest rates from
24 - 48%), no contribution from this source might be expected.
The issue of lottery bonds, however, may offer some possi-
bilities.

d. Government borrowings from Banks - Banks under their present
organisation are only a limited source for financing. Re-
organisation of existing banks appears to be urgently needed
prior to the creation of any new banks.

e. Advance from the Bank Nalli - The greatest caution should be
exercised in tapping this source which should be considered
only after all other non-inflationary sources have been
exhausted.

f. Devaluation of the Rial - The present exchange rate of 32
Rials to one dollar is unrealistic. The black market rate
of 50 to 60 Rials to the dollar reflects its actual purchasing
power. The devaluation of the Rial would free substantial
foreign exchange ad gold holdings for additional imports or
as cover for a currency expansion. At the request of the
Iranian Government, Mr. Van Zeeland has recently visited Iran
to advise the Government on the above problem. 001 makes no
recomendation on this question.

g. Diversion of Governmental 1 a to the Plan - Greatest
emphasis Should 7e put on ths transfer which should save
considerable funds for the Plan.

h. Diversion of expenditures of Ministries to avoid duplication -
The same as under xgV. applies to me above.

i. Sale of Governmental property - The Government owns, through
the aInusria Ban, (holdng company), a great number of in-
dustrial plants. These plants, however, are mismanaged and
show hardly any profits. It would, therefore, be difficult to
sel them at anymthing near their real value. Sale of Govern-
mental real estate, on the other hand, may at present be hampered
by the extensive speculation in real estate.



j. Increased earnings from Government-owned industries - These
should be possible, to a great degree, through expansion of
production and increased efficiency.

k. Income from projects - It is difficult to make aW estimate
of the above source.

1. Customs duties -

III. Control of the Rate of Rial 3xpenditures

Greatest emphasis should be put on this point. The large sterling
funds currently accruing under the AIOC Agreement involve a potential in-
flationary danger. Insofar as these funds are used for imports of capital
equipment, they create an amount of corresponding Rial expenditure require-
ments for transport and installation of such equipment. If excessive, such
expenditures might -lead to an expansion of note circulation which, if not
accompanied by a similar increase in the volume of goods, will result in a
pneral rise in the price level. Thus, both the stability of the economy,
as well as the cost calculations of the Plan, may be fundamentally affected.
It is, therefore, neeeusary that in order to prevent aqr such developments,
external expenditures of the Plan should be determined in accordance with
the capacity of the internal economy to absorb their internal counterpart.
On the other hand, supplementary supply of the domestic market with con-
sumption goods, through additional imports (effected from sterling receipts
of Rial sales to the AIOC for operational expenditures) and through in-
creased domestic production, should help to relieve tht inflationary
pressure,

IEUSUSSION OF ECONOMIC REPORT

In the following discussion in the reply to various questions,
Mr. Barker explained several points of his report:

1. The financial problem of Irant s Development Plan is not
so much a question of how to raise the funds as, rather,
a question at what rate to spend them.

2. It is not possible, in advance, to put a 'bench mark* for
such expenditures and to determine the point where infla-
tionary danger exists. A constant watch on the econow
instead is necessary and on the price level which is an
indicator. Generally, it may be said that the annual al-
location of funds under the Seven-Year Plan should be re-
garded as a maximum, if not excessive.

3. The principal sources of Rial expenditures should be:

a. diversion of Governmental employees to the Plan.

b. diversion of part of Governmental expenditures
through budget economy.



c. expansion of cash balances through increased
earnings of Governmental industries, savings
through elimination of duplication of ex-
penditures, etc.

1. Foreign expenditures:

a. Iran's ow sources appear adequate but must be
coordinated with local expenditures with due
regard to the potentially inflationary danger
involved.

b. Modest IBND loan for pilot projects in private
sector is recomiended.

5. Price controls may have been useful in wartime to keep price
level constant; in peacetime they are not effective. In con-
trast with this opinion, it was felt that cheap food policy
has been successfully employed by several Governments, even
in the postwar period.

6. Statistics are either non-existent or unreliable. Fimpres
of the report should be, therefore, ued with the greatest
caution.

7. The management of the Bank Melli is exceptionally good and
efficient, thanks to Governor Bbtebaj who has a wide techni-
cal knowledge, although lacks a theoretical-ecoomic back-
ground. Mr. EbtehajO s position having recently been weakened,
his resignation would certainly be followed by a drastic change
in Irants financial policy.

OCC FIflAL REPORT

Mr. Hamill explained the setup of the OCI Final Report. It con-
sists of five volumes including the economic section discussed, as weli
as a top report summarising all sectors. The Development Program has
been drawn up with a view to coordinating it as much as possible with the
goals of the Seven-Year Plan and includes priority projects for each sector
to be carried out within the annual allocations under the Plan. These repre-
senting maximum targets, the actual work will have to be carried out in ac-
ordance with the principles as outlined in the economic section of the

report. In spite of several technical obstacles, work on the Report is
proceeding satisfactorily and it is hoped that it can be finished by
August 1 as originally envisaged.

LSvoboda:mir
cat Messrs. Stephens

Bayne
Rembert



(5.48) INTERNATIONA"' O.K FOR RECONSTRUCTION AND ' OPMENT

OFFICE MEMORANDUM
TO: Files DATE: July 21, 1949

FROM: F. Dorsey Stephens

SUBJECT: 3M

1. Messrs. Lots, Barker, Hamill and Thornburg of 0.C.I. and
Messrs. Baqne and Stephens attended a conference at the Iranian
Embassy at which the relative merits of an organisational consultant
service, as opposed to direct employment of individual consultants,
were discussed.

2. Representatives of 0.0.1. made it quite clear that they
would be opposed to sending out top-level experts except as employees
of 0.0.I. and responsible to it. In their opinion, it would not be
possible to secure the services of high-grade experts on any other
basis.

3. There was an informal discussion as to a revised basis on
which 0.0.I. would be willing to continue its services, i.e., a flat
fee of $25,000 per month; plus any number of consultants up to 12 at
salary cost; and any other experts recruited by 0.0.I. at salary cost
plus actual out-of-pocket recruiting cost. It is understood that the
revised 0.0.1. proposal will be cabled to Tehran.

4. Mr. Thornburg is expected to return to Tehran as soon as
the 0.0.1. final report is ready in order to discuss this with the
Plan Organisation.

DStephenss ar

c: Mesars. Bne
Rembert
Svoboda
Welk
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Dr, Anonin eash uly2Otht1950
F. 0. Boohouski DECLASSWMD 22a tntul

hM.aa dabin1 J JUN 0 6 2M
WBG ARCHVES

1. Informetim$ rmeotved yqgterday frou eSWVWl **WOO$ (MMiU1y the Dept.
of at. and Us 001) indiates a nber of domlopsmts undw the mv Ramors.
Goverstent, which affect the Seven Toer Plan. The folevIng am the hWW as

a) In Tehran, the measls Is shifte from the Plan Or lunsotion
to the Goverinmntp the festeoe of the Plan Organisation's
&I4 Comeol. are to be taken &mr by the Ueonomie Concil of

Min ster (cproLng the UiUtter of Natissal km.,
Pines" and the Gaornor of Bu& M.li).

)Mre Is to be done for the eomoe dOf the proviftm ,
whieh are to cooperate through 1*401 scmittes oopmpod of
"honest and competent people.*

(While the two above points nvolv*, a Utter
*o inatiMn M. top lol. r *nd a deoentraletiou of ativIty,

acording to the available datethe central eontrol of the
&ovolapmo program ems to be assured and te Plan Crgwt--

Isation retains responsibility for the plan finanes)

e) Governor 3bbeaj has resigned end he@ bees weplaos by
Vr. Sand, a for r Govrmr of Bmak Yan1 4w former Minister
of Interior (he stands e reowrd as beq oppood 'to the
lowering of the note oom

d) Dr. Ikficq, head ot the Plan Organisatim,, has resigspd and
Is repl3ed by a former Minister of Roads*
Mr. ajje".

3. There has bee. sme informal enqalry from the Im.t.o Ooveramom about
ths 4m when somebody would be sent to Washington to neotiate a loan. Addl-
tional information rm ived 6a the oment projeet memo still umatisfatry.

3. At Ue Varking PariW meti" yvtorday, Mr. StapbEns proiented tw
alternatives fhr further actions

a) to delay any comitment row end dma further exlanatioe and
aesweeeos from Iran as futur pelictes with Sard to tho Soven
Year n1an, ete.,

b) to d6 t hre te remdines for negotiations of Ihewmn.har and,
eanultaoesly, make enquiries as above.

4. I made a plea for alternative b) with the follewing jstitfiestions



Dr. Antonia 3*as- W m lOP sts in m MY- Pap 2

(1) Thcra has been no Indiestiom, s. far, that the -v __vr_

nout it relmating an development poliye. The admInistrat-
ive organisation of thi Plan (toto regrettable for Dr.
laflar's resignation) mny oventm1ly Lmad so to an :be-
pOV 4. der the prsvioas iao, th m w not

enough soperation betvem the gporanent ageies and
the Plan Organsation. The tessm did not aritletu
that s4.te of affa.rs too strugtyp ahming at te
Plan Orgaization was lgtly unme efriabot and no"

hoet than the g'er tnt aW, t-erefore, It* for-ping
apdoilem may be justified. If mw, as in bellovd

by ese observers, te new uinisters Intreduma blee
sandards of Istegrity ad comiptems, the jiatitlea-
ties for the frsw state of affafre vould mA longer
be valid.

(1* The accent en deelop.ant In provines ay simphy *am
nare Imostat in agriculteemA, from thi point of

vlev, night als be an Improm-exi.

(1101ven If the Plan Organization should suffer from te
above changes (whieh seee by nQ mea. s sestea),the
Xborrmashar project desmrv s assistane# -s Its jvwt1-
flestia does met depend etiroly ce te the a man
of the seven Year Plan.

(iv) the resigetion ef Govrmr lb%*j In regrettable to
mny vays, bat ws probably Inewitable In viem at the

clash of personalitlos.

5. Messrs. Stephens, Whmmler and ftoboda ws",, Coerol seaing o
or opinion; the replemenaetive oft he Trasurr i not taea I sa d
Mr. Clark from the Legal Deportment, sxp *aed hmefagais ay ,on wii Us hi. opiux, would mn poltiil support f r Gen, Rasmme, e wth die-

tstorbal tendcis. Xr; Clark vas al s afaid that the Plam Orpmdoatle}
wold two Inte a pubie works program ad deviate completely frm the originall

Intentions.

6. In view of the l of wwnaty amng the inbevr of the VhSring Party,
Mr. Stephe.s referred te otter to Mr. Z1ff loa nigt. Mr. Wtff -ommed to
ab" ow opinions and Intemis to take th str up with the Legal Depatment.
It wse decid to postpone he Saff low -ant* usetlagp orIC1=34 seha4hLed
for Tuatda of mst week. A Vorklac Party awting will pmsmably take Pai
early seat week.

FGBtbd



July 19t 1949

iT

~EGA~DP1ErFE
I. The Government of Iran is hereby authorized to

negotiate and centract with the International Bank for

Reonstruction and Development, in the nam and on behalf

of Iran, one or several loan.g for the purpose of promoting

the development of the economy of the eontry.

II, Th. Government of Iran is horeb also athowied to

guarantee, absolutely end unconditionally, assuming the

sharaecter of a co-obligor *in solid', the due perforsance

of the loan agreements entered into between public or priate

entities and the International Bank for ReconStruetion and

Development, *nd having such purpose as determined in

Article I of this Law,

III. The aggregate oa of the loans contracted by the

Government of Iran with the International Bank for Roeno

struation and Development, and the loans guaranteed "in

solidum" by the said Government, pursant to the provisions

sontained in Articles I end II of this Law, shall not exceed

the eaount of$ of principal, in

lawfal currency of the United States of America, or its

equivalent in other curraneis.



IV, ftercising the authority granted in Artieles I and II

of this Law, the Government of Iran is empowered to cov ant

without any restriction whatsoever with the International

Bank for Reconstruction and Development the peets, conditions#

olaues, chaioges and pledges which the parties shall choose

to insert in the agreemAts entered into with said Bank,

V. The Governmwnt of Iran is hereby frther authorized

to delegate to the Bank Melli Iran all the rights vested

in it by this Law, in order that, aeting as anagent of the

paid government, it may exercise such rights, acting with

full powers in the name and on behalf of Iran,

VI. The Government of Iran is hereby authorised to grant

in connection with the loans entered into or guarateed

pursuant to the provisions of this Law exemption from payment

of all kinds of Imposts, tax** and contributions of the State,

and all political subdivisions and agencies therea.,

VII. All legal provisions contrary to this Law are

repealed.



INTERNATI \L BANK FOR RECONSTRUCTION I DEVELOPMENT

OFFICE MEMORANDUM
TO: W.A.B. Iliff DATE: July 18, 1949

FROM: z. A.

SUBJECT: Present Iranian Situation

We found the situation in Teheran considerably changed from what

it had been in March when the Garner mission was there. The Government

is operating on a deliberate budget deficit of as much as 25% and tax

increases indicated in March have not been put into effect. The rise in

the cost of living is reported to have been proceeding upward already on

about the same basis as during the last two years, despite an increasingly

restrictive credit policy of the Bank Melli. The importers (who represent

a pressire group of considerable strength in the Majlis) are in a badly

overstocked position, particularly in textiles, which, while apparent In

March, has become more critical with the deliberate tight money policy of

the Bank Melli. Several textile factories have closed giving the over-

simplified reason as an inability to sell goods at prices yielding what

mill owners believe to be an operating profit.

In the north, there have been sporadic food riots which are

alleged to be the result of poor distribution of Government stocks of food

rather than any general shortage of foodstuffs In the area, The Government

is maintaining that it needs to import as much as 120,000 tons of wheat in

order to maintain its cheap bread distribution program. Exports have con-

tinued at about the same rate as 1948, and there has been a slight softening

of prices on export commodities. Despite other estimates that the economy

is verging on collapse, what we found in a short visit would not support

such a view. Rather, there is a readjustment reaction to world prices with

the addition of certain special internal factors.

OFFICE SERVICI



Negotiations between the Government and the Anglo-Iranian Oil

Company for revsion of the present contract have reached a final stagd

and should result in a considerable increase (about 50%) of income to the

Government, arising from both a higher royalty rate and current distribution

of company profits to the Government. My 6onveruations with the Chairman of

the Anglo-Iranian Oil Company in London indicated that the revised agreement

should be signed within a few months.

Politically it is the opinion of observers in Iran that the Sa'ed

Government is reasonably secure even though the situation is confused. The

present Majlis ceases to exist this month, to be followed in October by a

new Parliament of two houses as a result of general elections. The Govern-

ment is generally acknowledged to be weak, and at the moment embarrassed by

the restrictive credit policy of the Bank Melli. To the extent that Governor

Ebtehaj is invulnerable, the Government is unable to ease the financial situa-

tion without an attack in force upon the bank's policies. This has given

rise to considerable speculation that the Government, with the assistance

of the Shah, may remove Governor Ebtehaj by appointing him as Ambassador to

Washington or as Minister of Finance. The situation was too fluid to

evaluate while we were there, but it was acknowledged that such a change

would mean a considerable change in Iran's internal financial policy. Such

a change would certainly mean a loosening of credit now, both to the market

and to the Government itself. The Government has recently (and illegally)

raided the allocation of funds to the Planning Administration, setting a

definite limit of not more than L7,000,000 from oil royalties to be expended

on the Plan in a year, instead of a potential L15,000,000 on the basis of

100% of oil royalties being allocated. A table is attached indicating the

comparison of income for the Plan, as originally envisaged and approved by

the Majlis, and as presently proposed by the Government.
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II. Relationship with IBRD

In Iran's relationship with the Bank, the most notable change

from March 9as in the Iranian Government's dedision to apply to the Bank

for financial assistance in the immediate future. We held a meeting with

the Board of the Seven-Year Plan Administration with the Prime Minister, the

Minister of Finance and other members of the Cabinet present. Both Taghi

Nassr, Director of the Plan, and Prince Abdor Resa, who is the Shah's

personal representative for the Development Program, stated the policy of

the Government as follows:

(1) That the impression given to the Garner mission in March,

-- that Iran did not need to borrow for the first years of the Development Pro-

gram was erroneous.

(2) That assistance would, therefore, be needed immediately, and

that this assistance would probably amount in the first request to as much

as $60 million. 4

(3) Projects that were to be discussed were in five general sectors.

These were included in the .C.I. recommendations (except for the railay

program for which 0.0.I. had suggested highways instead) and the Planning

Board had decided that these were of first priority, after certain other

programs which were "non-finanaea6" by the Bank. The projects mentionedt

(a) Railways: completion of the Meshed-Teheran railway of

about 500 kilometers and completion of Tabris-Mianeh railway of about 350

kilometers.

(b) Four cement factories located in various parts of the

country, the first two to be located in Teheran and Shiras. Locations for

the others to await the recommendations of the 0.0.I.

(c) Building of two thermal power plants of 10,000 kilo-

watts each; one in Teheran and one on the Caspian littoral; and the build-

ing of a hydro-electric station for Teheran for 20,000 kilowatts (Koradj).



d) Certain food processing, canning and diring plants, the

details of which were not specified.

(e) Well-drilling equipment for use in Azerbaijan; and a

quantity of agricultural machinery for a Government program to dontralise

maintenance and distribution of tractors, combines, etc.

I pointed out that as the Board and the Cabinet undoubtedly knew,

the Bank would not make a general loan but would approach any application

from the Iranian Government on the basis of individual projects and would

be inclined to discuss a series of small loans as these projects matured in

their detailed planning. Further, we suggested that before presenting any

formal application, the Government should apply to the Bank for a mission

to establish the credit worthiness of Iran, which was a prerequisite to any

commitment by the Bank.

The Iranians then asked if the Bank would, without giving any comn-

mitment whatsoever, outline the type of wording for a general enabling legis-

lation the Government needed to contract a loan with the Bank. They requested

that such wording, if possible, include an indicated maximum interest rate and

the maximum and minimm term of the loan, which they feel is necessary to

present to the Majlis. They particularly desire to have the suggested word-

ing presented to the present Majlis since the new Parliament would not convene

until October and would be of relatively unknown character. I agreed to

transmit the request to the Bank and reiterated the point that no comunitment

could be made now. I indicated my doubt that the Bank would care to establish

a maximm interest rate or even the maximum term of a loan except in the most

general way. I admitted, however, that the Bank had suggested general legis-

lation from time to time to member governments.
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We had reported on arrival to Governor Ebtehaj as the appropriate

contact for the Bank; his views, now almost isolated from Iranian opinion,

differed from those of the Planning Administration. His view, now well

known, meant that if the Majlis would pass his proposed bill reducing the

Bank Melli currency cover to 50%, he would have available more than $60 mil--

lion with which to finance the initial stages of the Plan. In view of this

high-level difference in outlook, I discussed the subject with the Shah, who

confirmed the policy that Iran wished to borrow now; and also th'at he felt

that "one generation should not bear a disproportionate share of the develop-

ment program," that the sooner the Bank could take action on the suggested

-wording for guaranty legislation, send a mission and indicate directly its

support of Iran, the stronger would be the whole concept of development. He

made a clear differentiation between other aid he was expecting from the

United States, particularly, and his country's relationship with the Bank,

and be pronounced these relations completely satisfactory so far.

Detailed discussions with Dr. Naser were held on the program of

the Planning Administration, indicating the following as new points of

interest to the Banks

(1) That projects, although built by foreign contractors, would

be within the administrative framework of Government Ministries, supervised

and financed by the Planning Board.

(2) That financing for small projects, particularly those involving

private capital, would be handled by a to-be-formed Plan Bank, to which the

IBRD could lend foreign exchange.

(3) That the Planning Administration did not consider the present

allocation of funds (on the new basis) a final arrangement, and would on

presentation before the Majlis in March 1950, present a program involving up

to the original basis of 100% of oil royalties, depending upon the project

decisions of the Board.
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(4) That the offer of 0.C.I. to service the Plan at a basis rate

of $500,000 a year was exorbitant, and that the Administration questioned

the necessity for 0.0.1. during the next phase of the Plan, preferring

direct contracting of advisers and specialists, hiring through an 0.C.I. or

other technical recruiting service or directly. However, no firm decision

had been taken, and the advice of the Bank would be helpful.

(5) That the Administration wished to maintain considerably

closer contact with the Bank than heretofore.

(6) That the Administration was not satisfied with the attitude

of the Bank Melli, nor with its statement that it was not in a position to

assist financing of the Plan without authority of a reduced currency cover.

(This view was shared by several foreign observers as well.)

(7) That the Plan Board did not consider 0.0.I. to be responsible

for the establishment of specific priorities for projects, that the 0.0.I.

report would be a most competent guide, but that the BoardAould have to

make decisions, which it had done in listing the early projects.

III. Sumr

As a result of these discussions in Teherant

(1) The Bank is asked to interest itself in the problem presented

by the relationship of 0.0.I. to the next phase of operations in Iran.

(2) The Bank is asked to suggest the general text of guarantee

legislation for loans to Iran.

(3) The Bank is asked to send a general mission as soon as con-

venient, such a mission to study the economy but also with reference to the

projects listed, on which considerable detailed engineering is still to be

done.



ESTIMTED FUNDS FOR FNNCING OF
IRAN'S SEVElR-YEAR PlAN

Allocation from all sources
Dr. Naficy's

original
gg-proposal

(zimione of rials)

Oil royalties 8,400 7,200

Bank Melli* 4,500 5,600

IBRD 8,125 4,800

Taxes* -0

21,025 21,000

Allogation of oil royalties
under

riagal Maar Mareh-March agreanen actual
I II III

(millions of rials)

1949 (second half) 600 1,170 365

1950 1,200 l,950# 910

1951 1,200 1,950 910

1952 1,200 1,950 910

1953 1,200 1,950 910

1954 1,200 1,950 910

1955 1,200 1,950 910

1956 (first half) 600 2M 455

8,1400 13,850 6,280

I First year rials 600 million; following years 100% of estimated total
L9.2 million.

II First year 60%; following years 100% of estimated total L15 million.

III First year 40%; following years 100% of 7 million.

Note a Under present thinking in Teheran, early loans from Bank elli and
any income from tax sources are not expected to be included, although
the plans for use of the Bank Melli are not yet clear.

$1 a rials 32.5
1 - rials 130
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INTERNATIONAL BANK FOR
RECONSTtUCTION AND DEVELOPMENT

Mr. Balasy:

Could you please have

this translated for Mr. F. Dorsey

Stephens, Loan Department.

Thank You.

P.M.
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Ta privildge d'emissiOn de billets do banque On Iran

a 66 congif6 4 a Zanque Nationale d'Iran, app14e

Banque JeJf14 Iran. Cetto banque a recour 4 a

division actuellement en aiguour 4 7* Banque d'Angleterre

4 savoirs d6partment damisson d'une part, et

dApartement banoaire d'autre part.

Le a4partement 'mission a &em yeur 7 milliards

800 millions do rials en billets. Sur .. tte sorme,

6 milliards 309.000.000 environ 6taieat en circulation

au mois d'avril 19491 un milliard 5000.000.000 so

trouvaint au d6partoment banoaire; 1 reastait en

rmesrv. Imiliard do rials d billeta.

Los 7 miliards, 800 millions do billets Wta &tatant

senverts 4 cette date, o'est 4 dire en avril 1949, 4

concurrence do 55,59par do 1or, (d6 pow& en majsure

partie 4 T4hMran at en Afrique du Bud,) at 4 enoumrrwnaf

E 22,05% par des devises (i pour lea 8/10 at dollars

pour lee 2/10). 3af lI i*I4, oett 22,36%, tait

eouvert, solt par lem joyaux do la souronne, soit par des

titres d'tat, gWantie 4 lour tour par I* surplus des

uaimo joyax do la Courenne.

Si 1'on eopar la circulation en aviil drnier 4

oolle qui e.iistait dans le pays quolque temps avant Is

guerre, par exemple en 1936, on trouve lea .hiffres

oi-aprdss (en millions rials)
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'Billets de 'Billets do 'Billets do
baIqUe .is 'banque en lbanque au Opart

loilgglatigg -lbengAjro

21 an" 1936 699.- 595.- 104.a

20 mars 1948 7.800.- 6.997,5 802,5

20 Mar 1949 7.800.- 6.639.- 1.161.-

4 avril 1949 7.800.- 6.309.- 1.491..

Ce qui donne les indices d'ausmentation suivants

- Billets do banque Miss . . . . . . . . . . . . . . 11,1

- Billets do banqulk on circulations 10,6

- Billets d banque au d6partement baniaes . . . . 14,3

Do leur bt6, lee 46pts banoaires passaient d. 884

milliens do rials en 1936-37 a 6.627 millions en 1948-49,

accusant ainsi un indise d'accroissoment do 7,,5.

Rapprochons con chiffre de oeartainss indices important*

d4 Is vie 6conamique t social.

A. L'indieo n gcdt is la vie. aur la base de 100 en

1936-37, out pasu6 a 121,1 en 1937-38 & 879 en Juillet

1948, t A 989 en mar 1949, c'eat dire qu'il et prim

do 10 fois sup6riour i a& base to 36-37.

L'6lvation do l'indioe du cedt de 1. vie suit l'aguse*-

tation du montant d la mannaie en circulation, A titre

d'indication, noun citons ci-apris les chiffros d'une

an& (-42.43-) pour Is* billets, et las indices du ead*

do I& vie pour la myfnle d l' annse qui suit ces khiffres.

Le rapprochement et frappant. Ce n'ent qu'un coup d sonde.

Mais, 11 oonfirme le ons g6n.ral du raisonnoment.

DA 21 mars 1942 au 21 mar. 1943, lee billets on cir-

culation sont pas6s de 1.739 A 3.727 millions do riala,
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par suite de. a6essit do guerre. L'indico d' augenta-

tion out do 2,15. Cerrelativemont, l'lindioe du c.t do'

Ia vie out pasns do 476 (mayenne 1942-43) i 1.003 (Moyenne

1943-44), faisant appsra5tre un indiae d'aceroiusenent do

ESinj As girolattea Laa d " al 2-0 1& YJ

21/3.42 ..... 1.739 Millions rials - Moyenne 42-43. .476

21/3.43 ..... 3.727 43-44. 1,003

India* dtaccraissem nt 2,15 ............. 2,10

3. L'indie don malaires, sur Ia base do 100 en 1936-37,

'levait, en mars 1948 A 14313 au 1 916 (melen quo l'en tient

compte ou non des avantages 46ooulant du rfgime do scurit&

sociale) et en mars 1949 % 1.326 ia 925 (i.ne. conditions),

s qui donne un indice d'augmentation do 13 dans le premiir

mas et do plus d4 9 dans Is second,

0

0 0

Un projet d 1,1 relatif i la circalation man6taire so

trouve en s nt en discassien devant le Parlement.

I tod S modifier les exigeneos ou les conditiens

16gales mises i 19'inission do billets quant i la comverture.

I& disposition principals qui sly trouve inscrite pravoit quo

la cowoerture dos billets en or, st en devises Atrangeres

garanties en font ion do l'or, sera au minismm d 50%.

In fait;-le at quo la loi poursuit, *'.ot la possibilit4

pour la Baque M14 Iran do mttre do la nouvelle monnalo



4

on circulation, en oontre-partie do fonds dL'tat, do baa

do Trwsor, aussi bien que d'efets do ononeree, *t iventuel-

lent do J.yaux 4. 1% Couronne.

Ia raison avouso do cotte augmentation do oirculation sot

4* permttre 4 la bque Xellii Iran do finanoer une rt

importante du Plan do Sept Ans.

Cs Plan do Sept Ana eat n vaste et nwagifique effert,

eanu danen Is but de hater la modernisatien et I* progids

du payw, 4 do maltiples 4gards.

I souvre uns srie d'objets et vise des bats fort

differents lee uns de autrese Pour une part, il constitue

Un waste prograwas do travaux publics* Pour une autre part,

iI tend 4 amiliorer 1, rendemomt agrioole, 1. sant4 d* I&

population, son niveau 4duoatif, eta...

ILs montants pr6vyu pour Ia r~alwation dLoie plan

s'61event 4 la some do 21 milliards do rialsj dont pr*M

d'un tiers, soit environ 7 milliards do rials ou 230 million

do dellars, dovront etre dpens6n on devises Atraagires et

*nsaora A de ashats au dehors. Lew autrcs tends, en rials,

servirunt au financeient dos travaux on des efforts, 4 l intoriour

mono dos frontiers* du pays.

s esapitaux privus pour envrir 1, financement d coo

vastes projets proviennent de diverses souroes, telles gueo

1.-Rdevances do' Mnglo-Iranian Oil Cy, an vertu
do l'aoord du 28 mai 1933, *t d l'aaeord do
mai 1942.

2.-Devises provenant des s es an A vendues par
lAnglo-Iranian Oil Cy &a Bhaque elli& Iran
pour obtenir les rials necessaires au paiement
des salaires Lopar la Compagnie aux travail-
leurs iraniens postes 1 & 2s totals 78 mlliarda



4,g no.1,).

3.-Un pret 6ventuel do l'Import-4aport Bak (6,7
milliards de rials).

4.-Dos prnts do 3a Banquo .1li4 Iran (4,5 milliards
do rials) .

0 0

Lo premier sein et de savoir sI 3& circulation

fiduiaire aetuello eat adapt69 ou nam i la, situation

6enamique du pays.

Deux eensiderations majoures daminent Ia rpons 4

oette questions I. premidro est exprunte au pans*, I&

veodS o au present.

I, Pour trouver l'explioation do la multiplication par

11 do la quantit& de billets d banque 6mia en 1949 par

rapport a 1936-37, il faut so souvenir quo 1'Iran a 6t6,

pendant Ia guerre, le theatre d'operation 4'importantes aXsea

etrangdros russes, anglaises, ameriaines. Los besoins do

con aros dane un pays dont le rssoureos 6taient limitoes,

et ou les ipertationx do uarehandisos so faisaient do plus

en plus rares et difficiles, du fait xe 4o ]A guerre,

devaient nacessairement prevequer une desande disproportionnio

d 1'offr. ai., *'etait 1a gunrre; il fallait satisfair s0es

bosoins A tout prix. L.s arnes alIAs A aohetiront d 1'Iran

centre devises 6trangdres (a et 0) les billets on rials qui lour

Staient neessaires.

manifesttment, oss billets 6taiont 4mnt garantis par des



devises. N&amoina, il s'agissait 2 d'une &mission, dont

U* caractidr inflationniste 4tait indisiautable puisque le

voluoa des boiex * 'tait sortainement pas en aooroissoment

proportionnel a Ia maltiplication doe billets. Au oentraire,

le bions so rari-fidrent, par la force des cheose, 4 Mesure quo

1.. billets e multiplialent. Ia hausse des prix 6tait

in6vitable. Ell se produisit, ainsi qu'on l'a vu.

Voiai, A as propos, un tableau ceaparatif des deux indicess

Evolution du mantant Uvolutien do l'indiee
des bIll.et en ireujatjon Lu e6t 4. La vie

21.3.36 .. . . w 595 . .. 1936-37 ....... 100

21.3.38 . . . # . 840 * . . 37-38 ...... 121gl

21.3-39 0 0 . a 0 990 0 . 0 38-39 ...... 132g5

21.3.41 .. 1.212 .. . 40-41 ..... , 161,9

21.3.42 . . . o1739 . . . 41"42 .4 0 . . . 243,1

21.3.43 .. .. 3.727 .. . (a) 42-43 .,.... 476

21.3.44 - . .# 6.801 . * 0 43-44 . ... 1.003 (00)

21.3.45 . . .o 6.663 - . . 44-45 . o . o 1.030

21.3.46 . . . . . e.844 . . 45-46 . . . . . . 882

21.3 -47 . . . 7.011 . . . 46-47 .. .. 726/A31

21.3.48 .. . . . 6.997 . .0. Juillet 48 ..... 879

4.4.49 .. . . . .309 .. mars 49 .. .. . 989

Indiee L'saroissament 10,6 . - . . . . . . 9 . . . . . . 9,89

(a) Debut d l'asian do nmzaLe due aux neessit6s
do guerre.

(oo) Influence a) du debut do l1'eission suppl6mentaire
do monnai due aux .ireinstanees do guerre, et
b) d. la rarefaction des Msrohandies.



A 1'houre prisente, sans vouloir pousser notre analyse

plus i tond il semble bien qu'il y &it, tout sompte fait, une

sorte d'equilibre relatif et provisoire entre lee prix ot le

volume dola ciralation fiduciaire. I* temps et lee documents

nous manquent pour examiner le problem de 3* vitesse do

oirculation d. U* monnale. D'autre part, I. faible r:le ju46

par la monnaise scriptu/aire nous p.zzt d a Ungliger

timporairemant. Sauf neuvel exmuen, 11 ne sable pas quo ee

416ments Ai problae mdifieraient U* caratdre don eonclusions

ginaralse auxquelles nous nous trouvons ai.

11 Le budget do 1 ttat iranish a subi au cours do ean

dernlimes annies, du fait do la guerre et don difficult&s

d'aprdguerre, deAs bouleversements considerables* A 1'hour.

aetualle, (ann6e 194849), Is total des estimations do dponsse

* '6lde d 8,9 milliards de riales, tandis que le Aotal ds

estations d reettes s. ohiffre #V7,1 m111ards, se qui

laikse un dAitit provisoire ou apparent, estiM6 i 1.737

millions do riale.

En 1936-37, les dApsnese budg4tairos 0'&taient Slevos A

1.000 millions; lindiee d'aoeroissement est don. 9. quant am

recettam, elles sont d l'indie 7.

Certainu ce =ntateurs prwtendent que le budget iranien

et en 4quilibre - tout au moins depuis 1944. Ile l nn t

con ehplications

a) d'une part, 1'intervention du r:sultat d. Ia conversion

en rials, post6rieure aux estimations budg4taires, d'une parti.

des redevanes d 1' Anglo-Iranian Oil Cy;

b) d'autre part, le fait quo lea budgets 6tant ftabhiu
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monnuellement, I** d6ponses no sont pa74e quo mi ds

recettes suffisantes ont 6t6 offectivemet parguos au

pr6alable.

iuelle quo puisse Stre la valour de cette argumentation,

nous nous bornon i relover 1' volution du budget do 1'Iran,

telle quo la prisente I* tableau ei-dessoums

3vobitimU 4e. kmanta do V Iran

(an Millions do rials)

1936-37 ' 1.000 1 1.000

1937-38 1.248 ' 1.250 * 4 2

38-39 * 1.527,5 ' 1.528,4 4 0,9

39-40 ' 2.613 ' 1.930 - 83
40-41 3.211 # 3094 117

41-42 * 4,324 f 3.614 * - 710

42-43 3.138 * 3.138 * - (.)
45-46 ' 4.412 1 4.412

46-47 *6.o94 # 5.417 - 677
47-48 ' 7.762 ' 5.559 -2203

48-49 * 8.891 # 7.154 -1737

(o) A partir do eatte aueM (1942), sont incluoss
dam. les resettes lea rodevanees do l'Anglo-
Iranian Oil Cy. Lour intervention a servi 4
6quilibror 19 budget, provisoir mt tout au mine,

Lee redevanoes paysem par l'4nglo-Iranian Oil Cyse sont

pr6esent~ea come indiqu& si-dessous au cour des dix derniere

annees .



Ree4awj. Pa1ea PAX 1'A.I.0.0.

IRn Livrs Sterling 'Contre-vaieur a

Ton rialol

1940-41 4.000.000 243.000.000

1941-42 4.000.000 415.000.000

1942-43 4.000.000 527.000.000

1943-44 4.000,000 520.000.000

1944-45 4.463.779 50.000.000

1945-4 5.626.032 731.000.000

1946-47 7.130.149 927.000.000

947-48 7.101.149 923.000.000

1948-49 9.172.244 1.192.000.000

Si nous oomparos los deux postes budgetaires do l'ann.4

48-49 1 oeux do la pariode 1936-37, anmeo au cours do laquelle

l budget 6tait an equilibro, les onclusions suivantes s'imposents

Le budget apparait on d4bquilibre, ot on d4sequilibro

grav. D'autre part, 11 et clair quo l*s d6penses do l'Etat

sont A un nzveau hors do proportion aves la oapaoit6 du pays.

Una explioation se pr6sente m4Aditomen t. Le nmbre des

tontionaires et pas& do 60.000 avant la guerre i 130.000

i l'hure prwsente. Ile sont ertem insufteament payos, Oonoarnant

coo fonctionnaires tn surnaobre, an n cus a fait obsveor quG

0*6tait 1 un moyon detturn& do lutter contra le ohtmage et do payor

une sort. d'inde4mit6 d ohnage i dos oitoyens qui, sane cet

*xp&dient, seraient r6duits S Ia miodro. 11 y a, oartes, iA

un probeim. dont la solution s'impose; mais *le doit btro

obtenue par 49autr moyens, mieux a aptfs. L'on compto sur



l'effet du plan Septennal pour r6sorber tout 0u partle do

en co8niure "guise . Maio, quol qu'il en soit, le total to.

ranmnmations p6s. our I* budget dtun poids nottement exoeslf.

Une autre consid6ration est importante avant la guerre,

les redevanocs do l'Anglo-Iranian 011 Cy no figuraient pas

en reoette du budget. *lles servaient d payer do dpenem

do earaotdre extraordinaire, qui talent soldAeo a l'6tranger,

et tout particulidrement de achats d'armes pour 1oc troupes

iranionnes.

A partir do 'ann"o 1942,43, olles ont figurS parmu le

ooeottes normales du budget.

tA l'ivenir, ellom seront de nouveau rezises dans un autre

eadre et dotines i finanoer une part importante du plan

Bept..nsl. Elles disparaltront dom don reesttes du budget, en

tout ou on grande partie.

Une premidre conclusion so d6taehe nottemets une

r6organisation campidt. du budget, tant does recottes qu*

do d6penes, s'impose de tout@ urgeneo; sans elle, aucune

position msentaire quell. qI'ello **It n. pourrait so dfendre

S la longue.

Le tableau sucoinot, reproduit, so-dossous, Indlque lo

rendemunt des i*pbte au esurs ee deux dernidre. anMee aw

rapport a l'avant-guerre.



(en million a do vials)

DIreAas 'Pftrole du 'fl12a '10tal

opium Gotton (
sucre
tab".

1936.37 n6 148 40 . 196 1,000

1947-48 721 568 4.655 930 - 6.874

1948-49 679 672 4.893 1.196 - 7.440

L/Indie dtaccroosoment d0 roeottes n'oet quo do 7,

alor que, come nous l'avsan signa16 plus haut, l'indis

des d6pOnsou et d 9. D'autre part, an a l'intention, just.

d'ailleurs, do retirer des weoettes ordinaires les redevanoes

d l'Anglo-Iranian Oil Oy. Dans oos nditions, i1 st

probable quo l'on devra onvisager un aoroisonent d0 reeetto

en DbmS tems quo 'on s'eff.rcera d'abaisseo lea 46penses.

3nfin, attirons 1'attontion our las impots, indireots, ear

ils frappent don biens d eneoswation premidre, ot posent

ainsi our le niveau do vie des mas*s * Si Von vout effeti.

vemont abainser lo ,ott d lA vie, il faudra prendre gardo 4

1'incidence des impots indirect*. Un eamen .6vdre ds

mhthoden d'exploitatieo do ortainos monopoles a'aviro urgent. (Nes

revimndronas d'aillours our le sujet dami noitr r6ppnse A la

question 3).

qu oi qu'il on suit, 11 importo do cmprimer ls dpensos

par une politique delimination dos gaspillagos ot d'eeonsmios

striotes our les poste non produtife.

0

0 0
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Iupposons qu'apwds avoir revu toute 14 politique des

Lupets et ds reettem, en meAO temps que la poUtiqu* deA

4fp6enes, an sit arriv& A retablir l'equilibre budgetaire 4

Un niveau correspondant davantage Ia chartge reell* qu'i}

faisait Peser our l'ensmble do It'eeonmie du pays avant I&

guerr, .est d dire 4 un niveau rais able, compatibl ae

l'etat actuel 0 1'eanmmie iranienne.

CO point i4g16v noun pouvens avec plus 4'assurane nous

retourner vers lea autres 616ents du probline.

Intro la quantit4 d. asnnale an airculation, I niveau des

prix, et le niveau des *alaire, 1i s'etablit, en temps noral,

une relation d'equilibre our la bae duquel il et possible do

travailler 6fftlasenent la consolidation 6osnmique et

finaneire du peru,

Or, nous l'avone vu prwoa.6dnt, 11 smble qu'i3 y alt,

tout compto fait, a 1'houre otuello, en Iran, une sort*

d'Squilibre relatif a approxivetif et proiseire entre se

divers facteurs do .'saotivit 6eelnmique.

Certen, et iquilibre a* place d un niveau trap 61wV4,

11 est peoris d'.ep6rmr qu'luk bons, politique d'ensemb3s

permetto 4. 3* ramener A un niveau plus rassonnable.

*%is, at Is rai*mmunmt quo nous venoens d a re set

exct, il suable pou lndiqu& d'augnnter la quantlt d.

memnale en circulation, quel quo selt In but ultime que 'an

so proiose d'atteindre.

Le point do vue auquol nous noun plagens, en as moment,

'ent pa ceolui do I& couverture de billets en ciroulation.-x

A notre osen, rien no slopposerait a ce quo Ia couverture
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or 4, Uilloto *it rawnA4 d 77% 1 quolque 50% par exaple,

si leas nouveaux billets 6mis ntetaieat pan en surcroit 4 ans I&

eiroultion. 1l a'y urait p d'objection i dwettre de

nouveaux billets pour r4pondre des besoins directa et

indisout6s do mannaie do circulation, et 4viter ainsi une

action positive do deflation. Rn d'autres termes, nous

trouverwlns fori normal do s pas s 'arrter i de exigenees do

*uverture (par e le, une osuverture d 77% *n Or) a'11

s'4aissalt 4'emettre too billets an .mntre-partie d'oprations

6onomiques, do nature i se liquider d'eoles-mnes, on un temps

court, et oorrespondant A un service 4oonomique directment rendu

S laiproduction em 4 la distribution tea biens.

e 'ent d4.3 point sur Is plan do I& couverture qu'l1

*onyient do placer I. problime 4 &missions nouvelles.

Ce qui sote, e'.st do savoir mi les nouve4*x billets ai,

quelle quo poit leur eauverturo, seront Ou non ba excedent daW

I& circulation, e'est a dire s'il .reeroetnt en &4finitivs ume

aetion inflationnisto.

Or, les intention* dont on nous afait part, nous senont A

oroire quo, son billets nouveaux, on me propose de lee Gntetre

pour financer des travaux publies ma de iesures d politique

S longue 4.hAan.e, dans l oardre du Plan loptennal,

Maus estimns qu'un tel projet, qui revient finanoor un.

partie du Plan Septennil par don avanoes do la Janque elli6

Iran, risquerait, atil 4tait adopt4, do donner lieu A des 6missions

ds monnais dont l' ffst pourrait Stre inflationisto.

I semble plus prudent do reehereher d'autres Athodes pour

completor les ressouroes n6cossaires au finnmont du Plane



JIan .ntenft nous tenons la rpter on.re don* tate

la ueaure i l'intervention 4e la 3anque el1i6 Iranseralt

limitie au finanement d'effets *self liquidating d'une dur4e

ne d4paasant pas les quolques mois traditionnels et correspondant

4 la production .t A la distribution d biens, on "no 4 a..

salaires investis dann doe travaux reandabls, lox objeotiana

formules ei-'4esus as s'appliquisraient pan,

51, pour pormettre ]A developpuent d'une telle aotiviti,

il apparaissait "essairo do modifier le pourentage actual do

*ouverture-or des billets, os changment no presenterait en lu-

mbw auoun danger.

Lessentiel serait de praeiser .t do sp6ifier quand at

coannt, i quellas opoques et dens quelle mesure, ls 6misslons

faites dane lee conditions nouvelles pourraient intervenir pour

taliliter indireoteamt l'aecomplisswomt du Plan Septennalt

Vhioi done Is conclusions

1. en so qui concerns les besoins ouranUts du pays, l

volume do la circulation somble Stre suffsaut, surout at l'on

tient ompto de I^ poltique do baiss des prix quo souhaite 10

Gouvernament at quo paralt d'ailleurs reclamor lo Justo suoi

d'augmenter ls exportationo.

2. on a. qui eaneerne lem besoins extraordinAires, du paVs

un financement direct d'une partia du Plan Septennal par 4"s

6missions da billets no parait pas re.wiiandable rien copendant

no s'opposerait i la mine en circulation da nouveaux billets

dane eartaines limite., bien entendu - pourvu quo oette &mission
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n~e dd p"a, as, aU .antrairw, Uire Itauipentation

volume des biens uthles, prodults ou distribuis dwas le pa#.

0 0



Voa1i le texte dola second questionas

MM~PR~t LUMP ol 22M LS MASZCU M* M C9MM

Ia balanoe des conytes do 1'Iran prwhente, premiw-

Vwe, 4 e traits paradoxna.o Yyens lea ehiffres correspondant

4 l'anMe 1948-49:

aana Li Iaeesi gikm
(en millions do rials)

Amla 1U421
Achate par lea banques autorlses, des revenua
des exportation* at dos revenuds 4 a vente
dargent par Ia hnque Xelli6 Iran . . . . . . . . . . . 1.745..

Devises aohet~ea do 1'A.I..C. . . . . . . . . . * . . . 2.068."

Devies provenant d'autres sauroes . . . . . . . . . . . 117..

Rocettet gouvernewentales en d4viaea prvenant
d4 l I 0  . . . . . . . . . . . . . 174-

Ventes par lee banques autorise.e pour
importations at besolms oomerciaux ot
non-coosmerciaux du gouverneummt . ... , ,.. 4,082-

Ventem non onnernoiales aux voyagoura, 6tudiants,
t personnes malades . .

4.283.-

Remboursement do dettes gouvernementalea
itranies

Nirunt 1911 . . . . . . . . . . . . .. . . . 98..
Rmprunt i ball . .. . .. . . . . . .. . . . .71

Solde en favaur do 1'Iran . . , ... , .0.* A ..

N.B. - La montant d. 832 million* do rials Squivalent aux
26 millions do dollars do crdit accord& par le gouvernement
am6ricain on 1948-49 au gouvernement iranion pour le prix,
l'assurance et le fret d'armen at namitiona, n'a pas &tf pria
en considration dane lea calcula oi-dessus.
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I. alaa. oomorsals *t on pwrtumd di iib e 1

eporaatlas Alatteipsant, Pov loena 1947-48, quo I& mattia de

tportatiom (4,7 all1Asv. 4. rials aws impartatico sc.tro 2,)

mitad seuleamt a= esportat a, oe qui donmw v rapport 40

2 i'l).

wast Is goenm, so rapport 6u1t bon plus ptOb As

Iliq4l2.g pow Val'smu 1937-3s lo imPertatas e'6l1mat &

970 malilas do rieas t I1. exportations i 671 nui 1at, e qui delt

un rapport e I,4i 1

I& balaaee emmsteiteUa prieati li'vlutim *ehf.e .I-

asiana.(us a.a.ia 4. w1e1..
(amua =140 de Ial)

937-36* 970 2-
30-39 495.- 690.- ' 4
39-40 WO M. 041M 0 192
40-4 4 se.- 9250 4

*I-. m".a 1 19
42-4) 1.314.- 558. -76

4-44 1.527.- 04. 3 *
44-45 2.957.- 792.M -. 165

4-46* 3.106.- * 1.69S.- S 4
4.7 4.115- ' 2.5W.- * 1.545

47-4 . .- 2.324.- * -2,3

(0) *ar nt~aee ypsmeiblee 4 droIte dlent'

(00) A 11mmeptim du pstrol. at d poisus (PMIte
d. la eimnse1m),

klgP' I '4me dtAiit a utel do la balae owammstale,

Iequiltbro d I& balase tee p ts so rome otsbU par do=

postee 0 impor tace m.pti l.



a) J0p Fmlw .t 1ui 4.. redovemes qu'wseneals rdisusat

1'1Bt r1anim on ver do 1'ac.ard iatervo aves 1,m be-haoaa @11 O .

U 6 Wit do 00ofwe 00=144rblw*s 4 suIman d. 1 a 1937-381 9 ailUma

do 4 4w 1947-4i, liommi 11ind-ique le ikablew *I-doss===s

la mia at Is rau

4 .gg00 2
*44.00.000 41S

42-43 * 4000.000 *0
43-"4 4.,000.0000 920

47 * 7.13D.W4$ 927
47.4 70y101.10. 923g

4-49 9.172*244' 1.1"

Dowe Ua ralit dos shcosts eva awnte #avMTNMMsx%, vow

partle %t e as wbs, o l U cntre-valow do I loxrtation 4 Oun Vioduit

I1a.l wi s1te 4e.

(. L'auto pU inp Important ot e4. 'pties*4, mat

emstift4 par les stants eoeo d"ables a gvree Sterling qui 1Anglo-

Iranian Oil Cy. vatd 1.12&4 Numo aas pr *tsair l" riala

miss-aatres au palownt des owp4v4 ot eu a.- satelle sme 40 Is

690 mlloe & 4P 1937-36;16 A w"4 do & OR 1947-40, 44=e 40 PP* U

eostater a la letre du tablum quo .inc

19400.............. 65M.337

43-4..............2.611.000
4445..................o* 3.*$W.0O

43-46.................. 4.475.000
4"-7..................o as, 9 10.300.000
47-48.... .... . * ... ...4* 430.000

4- ....... .16.*40.000



St 1'.. va au tAe d4* ehps, lap s..se 1iquigaes s1'eeaus

appaai.nt, & SItastar des redetneos am*e oabt le pai mat aW&Ue

partie d. Is vSIOW d patrole, lo travail des fenimes s'bat j4a-

arpe ' a #etto latt4*0 an V" de sea wportation.

hki., il sat vidat 9" parln esportation rvt ds

ear"tUies tout partioulidr. Les devises qu'*U. appwt. da= 3.

pays I* oSft oS b1m, par un emmal d'tsrmini ella. " pptnt a' m

ment giedal A"s affaires; elles msttest direatemant it i disposition des

antorit'i umaistaires des r.a I devisee qui, atreowat as vim'-

draimat qua par W ie 4 exam mltiples at varies.

Si sas pest" exeeptiUomu do 3a balsas. des palatos a sewt

"a $o~lw A". Woatio.. dfasats ai L'otrmpr 1'6misim des bi3lets

l m.rapooda.mt l'a.mt ie deis. (aft posts No 2 dla balams

do* paemats), rvue d ewrew a 1'itiriew di so attes Ila-

In effet, dama sotte hpothap., 1. le ab d# fwiin .rit

Augmei osew quo " solt aser .nstta.si-t 1. v.3w*. des biess w-

quels 1* dolvant sewvir d. mrmms d's....

&ant In g , lao em sutft4m iemnes eplepatt los devises

prwramat des redaness in pitrole a' d"* aebate faits * l'stravtw

disesbeat. Lee fuit. do se ambte italest -~tsdmlyp

Comm II slagsmlt mwbemt A'achats d'arm on d. fewmue pco asi

mi izluesse a*4tait owe.e i sr la . mem en siraulation, aL our

U* volume des bie stiles sis a I& disposition da public. Cos devises

as fiewont pas dav.atago Para Ise reseo 01,ees -
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Ul #06Ui Men qms It"4 dlimserlro let rodeseamm pamIt 100

do fm.nt #u #PiA Soptessal Nit osis*. On e paopao d

Jos omplqyer a payor dizvotement 60s biena do spital qui somimat La-

ftreits telA qela on Ira& Ca s noutants sesser, t do flgurar P-O,

Ie resettes du badget ardinair.s la revindmit aWSi & -M pOsiti

veliu. do Ua asivrme d'avat -#memo

QaAt * V'entres do & pr imnt 4. 2. vute do rals doeotimA

eav besoiase o U .amlegie en Iran, il asuble logiu* do e owlcWsr

j pqar dee biew ditsporatiom qul, win en vm da s 3* pop, fmrent

rentror 2ss riala qui eaulmt 414 tompamifrommt iidx* treiUle p.Utiqpe

avuit l'.atge d s pas irtIemser arteic lliment rappwt emir.

les offre et lee 4..mao d risha, soit an fin de cempto l crns mtUwvl

du Chawg.

Ai 11m .ai4d' Um. *oe du rial., =Wim s e utatica d. la

em du #,en set surprim, w pma e as, do smwtatr wa tert x-

tois ifevolutian des sours dumat le. eit 1 4res &=*"I

* 1& ' 1%i ' vl par

21/3/3740//30 80,0 OD 16a 0,0609
Sas N a 39 # o~ OI ]A,9" 0,0019
- a N - a 0 720 - 34M 005

* a 65,4 17,1133 005,
0 A p 42 ' n0o 25,82 0*0387

A 42 ' 43 1$lv7(1) 32,94(2) t,04(2)
J j 130 32,3 0,A306

'4 '44 4 130 ''32, 09030
/*45 " 1' 1 130 '32,5D 0,0300
46a 47 # 130 '32vq $t

347 A ' 3205D 0,0
8pt-u0t. 48 130 .32 ' Dt308



(1) otamtficiel du rial por rapport a U 4 a
st. a 12* (ahetur) at a 13 (wxmji ve.a@)
on mal 1942.

(2) Lo taux of fist l du rial par rapper% an $ a ot.
parts a OD,03W on eel 1942.

L'indie offie*1l do depreciation du ral, par rapport au doll"*

ot a 1'avaurguerr,, eat do 2. happrowhobs ot indloo des autm India"

qa nous avo" rappeoe test a 1'Mns hewoe apparoute de prixt

indac 10; des salaireat biwst 10 a 13; ft vab1mm d oa iroulatisat

$ndit 11.

11 e 1.vimut an doate 4. no pas gemp r *op -emt 1. /azow

librs am 3uia 49, la A est a 44.9 (dam indi.s do deprooation 2.4)1

* 6 et a 200 (iiet d depreciation 2,5).

On oat oblipg do acstatwr quill y a, a kena astio11* me d1-

pa~rit prmh .nU*e le pouwir d'achat arteriwar at le,vow 4 'aebat

Disposout deg wormos, rentreas as devisee etrangvss qui viinmet

d.s dw=a grands posts.iw' ru s haut, Io. dAtorit. k vd diritt U

p.l1tique du .hang ualat 41* woos al palssautes qu.lles seat m ro*Ut*

@n positin 'imposer sur I* mrea I. ewa qu'.ll. 4.sidowt. LOW

politque eat 4 autaut plu effective quo 2. regino da licsmaes matiws,

d I imrtatiou .st plus offionse. Touto autewtso qant an mauins d4um part

la possibilts de restr34ndre on do limiter log importatLis, e, d'autrs

part, log masos mwnorme do devises otrangere ft aes par las dux pasteas

usutiemmte -i60s, pint, a sem i, fUxw as uivoau qul W*1 .. so lt Ia

parit. du rial vdu ria dElolr.



Wi La q1s4t& qV'I1 covIest d peinr est do savoir qel est i

sivess ouqual 11 eavient 4 mm es* tema w 3. .nrn aw .1 e&S-Il ben

ohoi.X an utre m a indiquorait-il dEwavtaget Iventwa11.ant

pourquoi?.

La paneu obemvatin gwm , *'et quo, sauf mdificatimo daws

les seditimns d bse. o s deeloppent 1aoevitt teriew at 1iactlvite

oxteri s du pqms, Si eonvient do wamitesir em equilib & s ,i1 a I

qui smdsaUt duramt U periede anmal do referene avant I&ma .are, ntre

s prim, 1 v4lum do Is oirulation, les salalros arges bugetaires,

.t Is Com d nhawg.

his, .1 Ia 3'gle aimmi nappel.. 4.mssw eaet., i Taut ospeedest

1 a spp ner aves tets U* pres. nseeestaI.

11 appasmit demG t gqv a seante oosons w du p s deda.s qfu Ie

tdleas des Prix at da %iget soleot ranmos a des, nvemx plys be. to

gouverabut a -s politiquo lgitms do taIoo des priN,* ft certaia sembr

4. ri.e, .s sen tagiet 1o*es.et tm t a de oe. p.ssage.s,

tels quo la speoulation our Is mrshe l mIl0, Is ddraut d'erpaplsa~ta

des mrshn d. eortains preduita das lea vIlles (legam, fruits, laitages)

so eneoe &ua edtiens dams 1erqaos seat exploitess sortedass des

Industrios utimilsoss.

kiei, on a%4 1949, Is nourriture stait a libAes 1023 .t los

appartownto a 'lIaise 1467 per rapport a 200 en 1936-37 (Indl.. goneral

989). D'etro part, 4o. quo l'Aadie general des priz d gos etait -n

M-rs 1949, do 72 per rapport a 1. base do 100 en 1930-37, l'Ladie des

0 oaMes peeduite. et enommes dams Pere (aS es Vie is nwritu)

.tai d. %5.

n est parals d'esporir qu'N. plitique adeqiate raessirs 4ainasor

done 4 e .etaiaoememur tout ow mois, le niveou dos prix on Iran.
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Waut" pt, no !ave vu plus hat deja, taute 3* p.litique
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bUedtia . t.rmea, 1* prix, esp eem fm f tin . 1er e e

msomote-4, eat, gresso mmdo, double e a pin pm. n s'essuit dsmw qft

VIndio* du dbap quo nos avt relay* toet a l1hehw, doit stre thooriquommt

mitipli. W- 2, Si i'm vont oten ervir a 4. fim d compaim a ys 3U

aitaetia d'mv Ia g m.ree

Des e iaas es ss aemu qua nou. fauems go e amot-01 a

doivvat *tre suivis qu'aves d'eoxtrms e ser s . n1o ns pmmot protandre a

un presics m thematique ea a. doit em as .tten quo 4es de" do grgxdew$

ml. ns poe. bia qu, m s e sr Us v uismt a des

*gmluslmw emastes q4L sem4 at U te 4'aom. pro.



D'autre parto poent so so MWen-e se 1 MnAm10 do Is situatles

des prix at des maaie. 4aw 3. muW antler, us saris d points d3m-

trrojti . l 1ivr sm-t-lli, u nm, devalues par rapport au dollar

at aux autres m.naM? Los m aLss suropossnes **mret-sles vimlses

ou fiss a 6'autroe nivema, # s unes per rapport ow autr, et le ams

at Ls autros par rapport am dollar owa 'vr? kfao lea prix d l'w

-Mwins on dollars swout-ils n", soit Ls prix do mwrob, solt las pri

Sion imprudent colui qui essaierait do 4mu aujo4xdLhui uw repona

toai.e ou proals. a ow questions., Il ast a ronarquorl d alils', qw*

les ropenss quo i vsaat ppternt, pourrst sner a des sonclabsies

qui serot los =9in, dns um seas, 1s autres, dbs lautro.

Le osle attitude qvii. nous psaixse sago d'adopter dams su

ditioe-la, etest lo viou sat dwEdre 'amit and sool.,

n sly a doe pas lieu pour 111ran do deflir, dlurps" hate,

-w nonvelle position precise en es qui onserns Is sours da rial, hk

partiwer, il si p somble optartune do roster, a I'pgad du Foods UaJni.o,

dwo u-e attitude do reserve at d'.epectative.

@ep at, d. tout so qui procde, il stable ressrtir dex is-

disatirns do politque Im.ait., inmaaatins qu'il sonvie o. ol evei n

do revisor Is nament vwn. La prealwe ost d'eodre negatit i s *abl, en

tAt eas, pa indique d'i4i01pro en do .mt*air des efforts pow

ramoner I. rial libr* a *a Parit d'avast-guerre. La second*, "t qulil

wevt dw sere behor gnutallove t et ae' beausesp to

Prsen. at #'attentis, par one politique plus souple at pbns iarg., des

Udeations qenat au niveam natural asqual s'ltabliS it l es du rial,

si I'a faisait abstraation do reodmwws 4. Aglo-Isnan O pil oMPUW.
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ft" owtsaft s ,tt 40riefst 4smit s .velper a la fav

d ne, plitUque d'ansaebl. destine$ a *Ug W U*s UPWrttIS, daus

eus ds. Emines on wuistsat d4. possibilities du. s sam.

As prpos, a nous emprommns do faire lti e reflatim qui

dev4 tre developpoo plus tard on rpinss a U0 des sept questieft qui as=M

et *te poss. .so pro.sati.s nmessires doisnt etre prives po qu'um

auu ss,- at per suits 4'u. politiequ plus larp on so qui si

Is *am du *'I# a ausam umnat, al par suit. duue nofatif Svmat"Ul.s

dam la parite-w do Ia livre-la sentro-yalour reells, do redownsow s ft

l'Angl-Ireniaa Oil Camy as soit traduit on u *ntaut an rials, qpI

d4inimpralt Is puissane d'aehat veritable ais a la disposition do 2'Isa.

U d'autras torus, ls precautions devrient stre priseS pour

.spW br pa's Is favwur 4. shasg ats mdostaires quos qu'ils Paissent

otre, U charge rell* assurno paw l'Anglo-wanian Oil Compons selt du chef

dE rodwafsss, seit du shot 4.. rials qu'llo asChte v . 4e s4 " r sos

de-paNses a l'itant"iew du p"0, as so trou" indament allegoo au detrimeat

Ia justis. wig., qum es tierex, U notion do valor real.

soit dumant proserve, pmur rester la assuro des obligatins qui doivent

o*easeater tells qu'ell s tt ste assm #es.

mess as rcy pas utile d.aluer, en s* wmat, plus loia, nss

l'te dEs doux premiore qestions q1 a eat ste pasees. Ums opinis

quo neus avos eprinse soat .laires, du usias sun l'ssporoma, at apporterout

ds sleasato proprs a fasilitar les do#sU*mI quo Aoivent prsadr. los

autorites iranionneas
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Fom No. 57
(548) INTERNATIONAL BANK FOR RECONSTRUCTION A 'D DEVELOPMENT E

OFFICE MEMORANDUM
TO: Mr. W. A. B. Iliff DATE: July 14, 1949

FROM: F. D. Stephens

SUBJECT: IRAN

1. With reference to paragraph h in Mr. Hoar's memorandum to
Mr. Garner, attached, I talked first with Mr. Garner. He was of the
opinion that it would be a mistake, psychologically, to forward sug-
gested draft legislation at this time, first, because it might give
the Iranians an exaggerated idea of the amount which the Bank might
be willing to lend to Iran and, second, because it might lead to the
impression that the Bank was indifferent in the matter of the firm and
irrevocable allocation of oil royalties to the Plan Organization. The
attached letters from Engert and Somerville would indicate that a certain
amount of "chiseling" is going on.

2. I later talked to Mr. Sommers on the same subject. His view
was: that it would be extremely difficult to draft a document of the type
desi.red with the information actually at hand. He, therefore, suggested
that the following might be included in a cable to be sent through the
State lepartment in reply to one from the U.S. Ambassador in Tehran which
also raised this questionz

"World Bank Loan Conditions- Bank cannot now set rate
of interest or term of loans. These should'be dis-
cussed after preliminary negotiations regarding par-
ticular projects. Recent loan and guarantee tgree-
ments mailed to Ebtehaj by Onaran April 29 show general
conditions being included in current agreements with
Bank. Bank doubts desirability of enabling legislation
at this stage in view of difficulty of drafting adequate
legislation until negotiations have determined form of
agreement and provisions to be included."

Attachments

FDStephens.mmr



PROPOSED LOAN TO IRAN

Loan of $5,800,000 for a period of 10 years. Interest 3 3/4%
p.a. payable semi-annually. 3 years grace on principal.
Principal and interest payable in 14 approximately equal semi-
annual payments starting in the first hplf of the fourth year.

Principal
Year outstanding Principal Interest Total

after each payment payment payment
payment

la $5,800,000 - $108,750.00 $108.750.00
b 5,800,000- 108,750.00 108,750.00

2a 5,800,OO -108,750.00 108,750.00
b 5,8O0v0- 108,750.00 108,750.00

3a, 5,800.000- . 108,750.00 108.9750.00
b 5,800,000 - 108,75000 108,750.00
4a 5,434.000 $366,000 108,750.00 474,750.00
b 5,9 064,OW373,000 101,887.50 474,887.50
5a 4681,ooo 380,000 94,893.75 474,893.75
b 4,294,000 387,000 87,768.75 474,768.75

6a 3,900,000 394,000 80,512.50 474,512.50
b 3,498,000 402,000 73,125,00 475,125.00

7a 3,089,000 109,000 65,587.50 474,587.50
b 2,672,000 417,000 57,918.75 474,918.75

8a 2,247,000 425,000 50,100.00 475,100.00
b 1,814,000 133,000 42,13125 475,131.25

9a 1,373,000 441,000 34,012.50 475,012.50
b 924,000 449,000 25,743.75 474,743.75

ia 466,000 458,000 17,325.00 475,325.00
b - 166,000 8,737.50 474,737.50

I.B.R.D. Statistics Section
July 13, 1950



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM COmDEN

TO: Mr. W. A. B. Iliff DATE: July 13, 1949

FROM: F. Dorsey StephensE

SUBJECT: IPL! JUN 0 6 203
WBOAI~aRVES

1. Iran has come to life as a potential borrower. On June 9,
the State Department advised us that the Shah was anxious to obtain,
as soon as possible, loans from the U.S. Government and/or the Bank as
evidence of "moral and tangible support." This advice is contrary to
that given to Mr. Garner on his recent trip which was to /the effect
that no loan would be necessary for at least a year and a half.

2. On June 35, a conference was held with State Department repre-
sentatives who repeated the information previously given and stated their
desire to inform the Iranian Government as to the extent of possible Bank
participation in financing Irants Seven-Year Program. It was agreed that
the Bank would prepare a confidential memorandum for the use of the State
Department in its discussions with the Iranian Government. This memorandum
was transmitted to the State Department on June 20 (copy attached).

3. On July 8, a, meeting was held with a State Department repre-
sentative and Mr. Max Thornburg, Special Consultant to the Iranian Gov-
ernment and liaison between that Government and the OCI. Later, there
was a meeting with the Iranian Ambassador and Commercial Counselor. The
principal subject under discussion was the impasse reached between the
Iranian Government and the OCI regarding a long-term coltract for con-
sultants' services during the execution of the-Seven-Year Program. The
Iranians believe that the fees demanded are much too high relative to the
amount of work to be performed and suggest, as an alternative, the employ-
ment of individual expert consultants if OCI is unwilling to change its
views as to fees.

The. Bank has gone on record as favoring a consultant organization
with single direction and proper backing as opposed to an unintegrated group
of individual consultants . The problem, therefore, is the extent to which
the Bank should make its influence felt in support of OCI.

5. Copies of classified cables received by the State Department have
been made available to the Bank. These not only summarize the OCI contro-
versy, but throw considerable light on current developments in Iran, not all
of which are favorable.

6. The Iranian matter is still being handled on a confidential basis.
It has not been brought up in Loan Department Staff Meetings and no Working
Party has been appointed.

Attachment

FDStephens tmmr
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Fon No. s8

(5.48) INTERNATION. BANK FOR RECONSTRUCTION ANk.JEVELOPMENT

OFFICE MEMORANDUM
TO: Files DATE: July 12, 1949

FROM: F. Dorsey Stephens

SUBJECT: IRAN

I talked at some length today with Messrs. Gorlitz and Goldstein, of the

State Department, regarding the contents of recent cables from the U.S.
Ambassador in Tehran. It was agreed that a further meeting would be
held to discuss the substance of replies to be given to questions raised

by the U.S. Ambassador to Iran which concerned the Bank.

FDStephens:mmr



IRANIAN EMBASSY
WASHINGTON, D. C.

July 11, 1949

Ar. Robert L. Garner, Vice President
International Bank for Reconstruction

and Develooment
1818 - N Street, N. W.x
Washington, D. Ce

Dear Mr. Garnert

As you are no dotbt maore, the report of Overseas Consultants on the
i)evelspelnt Program., is n~peoted to be sauitted early next month.

In -the meantime, the Council of the Planning Organisation intends to
proceed with the cgoment of specialists and technicians as soon as
possible so that work an the reantion of the Program.t may be started
without delay.

For reasons detailed in a letter, translation of mihiih is enclosed
herewith, although the Council is anXous to Cantime4to oameetm
with 0.C.I., it has reached the eonelusion that the proposal submitted
by 0.0.1. for consulting services wald not omit the needs of the
Planning Organima+o and womld also be too costly*.

The matter has been discussed with Mr. Baea. and Dr. Welk who we
recently in Teheran. They understand and appreciate the point of view
of the Planning Organizatian and Mill no doubt plain it to you when
they arrive.

In view of the importance of the decision to be made, the Council would
like to have the benefit of the bank's advice; it has therefore cabled
me to re est the bank's opinion on the relative merits of the employment

. nmitnts-and the direct engagement of specialits and
technicians by the Planning Organisation as detailed in the enclosed
letter, eopled, if possible,with an arrangement with 0.C.I. for a
modified consulting service*

An early reply win be greatly appreciated.

Yours sincerely

Ibkx Ala

Ambassador 
of fr m fr7



TRANSLATION OF LITTER 7WM 1. D ASSR -. i11N0 R11tb UR 1326.

Tw days before their departure true Teherma 0.0.1. mbeittod tm

propaU. for the contimamtAa of their .seviess to the Planning Oumietea*

A espy of both thee propesels Is emlsed hereot.,

Jwtheanwre, Mr. Seskwalter was inviU4 to attenm a oetSag of Ue

Gouseil to give sush .xplsatiss se bo esedere aieessy direst to Its

At that meting, after about too hows dlssasls. the 0eO Il

info.4ad Mr. Bookealtsr that the seed for the ssviews of foreign exsrts

is defi lte and establied; furthemre, that in respect of the sontinuatioa

of the work of 0.0.1., the Cowell is fevourably disposed In prianipl*.

As Mr. Bsokwsltsr se leaving bheras the Sext day, 054, s ha hUt

asked for a direct and detite decision; he was told that the G~ll esuld

not make an Imediato desista. In respeet of either of the tw proposels

submitted by 0.0.?. So Coucil hmewer premised him tha) it wmuid give

the matter further emnsiteratio and would oeiniate its 1viwo to 0.0.?.

later.

After the diseussion with Mr. Iowalter Me proposals of 0.0.1,

wore sarofully stuied eAd full consideraties was giSe to the evint fact

that to find praticable and profitable smes to beeatit frce the solvises

and expert knoledge of apesialists emsitates es or the priuaz sditias

of the sucessful and effistsat mentisan o the prowgrn. The result of

this SteY is so folst-

The GCosell is still of the *sW opinion - as elready eonveye to

Mr. Bockwalter - that further use sould be nads of the services of 0.0.1,

Reover, as frsn s on, that is to say in the &menteon phase of the Pg ,

their services - as sempmded to the preseding two (sy)phess - will be of a

totally diffoent natuae it follows that the relative asgemest aust slo be

*cncluded en a different basis.



To larifTy he poiat the tollwsbg #a e sr7 of te t i.eo e ftmr

foreo and lo*sl .iorte lshih the lonmizg Oganisation will be in soo4 ot

1.IRST STArE.

The servioes at & group o IS epsllt of high oallbe wil he neede

to ceoeate md aessst Ue Planag Organiesti diestl ia its work 1 e ta

tfonslatbg its amoral polclos. Thos speetalte shou1d reside Ia Irm tor

at best me yoar.

Vor Whe pusrep 0.0.1. has suggooled a group of four or fivw am A

propoesto ebae thi every tow mnthes s that during th year MotaUsto In

each field may be at te servse. f the 0SIn=l=etas.

a the paiam of the Panning Organistion, In vIW eof the eoular

11inMZ B lelst bmftsit OmMOt 1e 4AVOS, ftM the 0014e0

at spoaleits who are aly to n r tree msth 40 *e spot.

As Vork seeoral l tife t slinte otm" PNOO will

be started simaltmielys, operations owot be emernd

or aveaseod to suit the arrival late. ofthe *paoirt, eese&.

f bowlling *expae od salavies tor tib wste iA pepare-

ties tor the de arl at the speetallte ana until the

am es work Ia Iw2a will tMt aste %a fto pWoSorf of

Use total *zlenditue; ta astallinag in e saay Ias

Is the bugt of the Ovaiasatimo

Us to or I TOu ontstanIo "eeialiats Ileh the Pliannin 0aisatqsu

eonsIder It aeste a so follows hose. ee spealiste gt be w e. bem kWegsm

and mg e erioas In theIr partioalar fiel d eqips th to oarsas axthoertatly

VJM Ia the fielA Ot thIr spelaIA &A4 1ab1e tNhX to pie the eea~tiV St

the Planning OwMaluastlea in pleaning ed, putting Into stfoot the Pogrim In sesk

t*le.



A Perm -Adh as Mr. TombAw or M. Booutlow to assIst

Is aesdtinataig W pa~a1ma U. odalastrativo Qr3stta.

4) A pomass, suh as Dr. Tumor for Public halth.

3) A porom such as Dr. HN1 in 4teOatiou.

4) A sp.a41st In Irrigstion.

5) A qpeoillst t Industries A particularly ia bwteIl

Ladustrlos wmo as Mr. Haber.

5) A sposisleUt Is the Orgmi1atsl of Medal T1ams, Is *xper-

zaatiet (research) @ad in x m mGaods of agriltaew.

Y) A spelaolat In Aalael Husbanfy.

5 ) o asoutat to ornnme tho Asesoatag DopSrtact ot Ue

Orgenisatio, that e its related agoeweea, -8 Wall as to

et vp a msarce tr trellag a 1*0 so Is asoutw .

9) A sposealt a laae ad Soamos.

10) A spoelodit Is un.*a* a in Fo"14p Too&#

11) A se.lalist bx klaft.

15) A speela st In Ohemial aduwstes particularly In Sulphurs

Salt, Petslom ad RItUVM,

t. 2 TO SWMND STAGI.

Uehaleal oxperts will be asdod ts pepron s*talU.4 waftIng pleas

for the varifs prjees of the rogr.

or ezmpl., if, in priselple, It Is &4*4 to build a dn# a

sontract will be aoAO wth s* or sn oseltant or a tim Of 4alt0 toM

to sty ad to p repar detaied pleas just as su" af *&"MOat be ratly

beow Ooncloe4 with the fres ftiM Ot Metrepaelm 001ial to sw A to

prepare etatled pleaS for a din at Kaiaj.

Te nmsber fIo whiek onaesltate 0.0,1. *on of cse. partx1pate

is tis type of eak imespetive as to whether 0.0.?. is Seutls (ea .Ssrel



eenultants) tr the Plenaia Orga tistian or iot. In fact, in view ot the

reputatien which thee. rnber firme injmy beir parteietien in the seuta

of the Vr* m should be .naswm.

3. D 'ii TIRD - TAa3.

'bhaeitesn of lower oelibo will be neoed to oumr thiso e msneac a

of the plene above referred to, etther to et as verae it the projeets m**

let out to entrators or to act s field a na and ouperrie it the prjsets

ar earred out by the Ilaamag OCgmiuatian itself.

4. I eaddition to tese a ertaln amnber of spostats will be required

to set as teobamial sanagre in the various depar~mta o t the ilianami Oraefi-

zation itself or of its vbsidiary agencies such an Fetoueso, biehzical Seh..le

xintsy of Rad., The State Railways ets., te.,* aloe, to reorgnie thene

agusoi and to Improve teir geaeral ft1ielawn.

In %M ae fu ates the b asesietmeo *hie 00.1. eia ew4

to the Plaing Orgoeiation Is to de its uaost to ftA tw teM r 001V

s"oilists (of the higbost ealibre) enticrne under Stag 1.

es te& or twolvo resideat spesialisto will ma, in tam gelft

the klanning Organimastin to fid amd enageI

*) Oesultsats to sa4 projesto WA to prepawo detailed pais*

b) Centraeters.

*) Other Unteaisae fm Am'erics or frm other comtries. And,

it the relaties vith 0.0.1. (As ga.enl ensaultant) . t be mantained

this group of te. or Ualve Vememeat spnialtst em to am* extent eeporate

to that end.

Another bes#1 different* beoten the previous ph*aso of the Prograi

in respect of whish ag mnts have been encluded with 0.0.. mad the prosset

(outing) phase li* in the feet, that in the previoe phees afWr ossitast
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AGRENMEHT FOR CONSULTING SERVICES

THIS AGREEMENT, made and entered into as of this

day of ____, 1949 ( 1328), by and between

the GOVERNMENT OF IRAN and OVERSEAS CONSULTANTS, INC., a corporation

organiz ed and existing under the laws of the State of Delaware,

United States of America, with headquarters at 51 East 42nd. Street,

New York, New York:

IT N E SSE T

RHEREAS, the legislation authorizing the execution of the

Seven Year Development Program (herein referred to as the Seven Year

plan) has been approved; and

WHEREAS, the studies and reports called for in the Agreement

between OVERSEAS CONSULTANTS, INC. and the GOVERNMENT OF IRAN, dated

February 1, 1949, have progressed to a point where it is possible to

consider plans for the undertakings which are provided for under the

Seven Year Plan; and

WHEREAS, the GOVERNENT OF IRAN desires to retain OVERSAS

CONSULTANTS, INC. to furnish consulting and such other services with

the third phase of the Seven Year ?lan, as outlined in this Agreement,

and OVERSEAS CONSULTANTS, INC. is prepared to furnish these services;

and

HMEREAS, OVERSEAS CONSULTANTS, INC. has also declared its readiness,
Plan to prepare programs for certain undertakings mid to furnish certain

during the progress of the second step of the Seven Year/4aw-laa in

connection with those undertakings as outlined in the Areement cover-

ing the second stept

NOW, THEREFORE, the parties hereto agree as follows:

1- The nature and purpose of the services to be furnished by OVERSEAS

CONSULTANTS, INC, under this agreement shall include but not be limited



2-

to the following:

1- To establish and maintain a staff with its working headquarters

in Tehran, consisting of a Chief Consultant and such additional perso-

nnel, including experts and assistants, as are agreed upon from time to

time for the performance of the services to be provided hereunder.

2- To consult with the properly authorized representatives of the

GOVERNPENT OF IRAN and the appropriate organs of the Plan Organization

(herein collectively referred to as the Administration) and to make

recommendations for the purpose of assisting in the competent carrying out

of the Seven Year Plan. These recommendations will concern the adequacy

or improvement of the various projects included in the program, and of

alternative or additional projects within the scope of the Seven Year

Planowhich might be considered advantageous to the entire program.

3. To advise and assist the Administration in establishing its

own organization for the effective carrying out of the Seven Year Plan,

and in securing and training such technical personnel aj will be required.

An objective of this service would be to advise on the progressive

establishment within the Administration of appropriate subdivisions

competent to perform as many as possible of the technical and adminis-

trative functions which are essential to the successful operation of

the Seven Year Flan. The purpose of the subdivisions may include pre-

liminary technical design, selection and procurement of material and

equipment, selection of contractors and the preparation of contracts,

comparative economic and technical analyses of alternative projects,

the preparation of cost estimates, the control and accounting of project

expenditures, the establishment of effective inspection and maintenance

procedures, and the preparation of time, labor, material and expenditure

schedules and their consolidation into master schedules for overall

control, the establishment of statistical services, the establishment

of accounting and auditing systems.



4- To furnish the Administration, on appropriate request, advice concerning laws,

decrees or regulations, which may be of importance to the successful execution

of the Plan, and concerning the procedures and practices involved in their

administration.

5- To assist the Administration in securing the services of experts or specialists

in any field whatsoever which is related to the Plan.

6- To assist the Administration in general, whether or not particularly mentioned

in the foregoing paragraphs, both through the application of technical and expert

knowledge and by making available to the Administration the broad experience of

OVERSE&L CONSULTANTS, IRC. with, and knowledge of, economic development practices

in the United States and other countries. This advice would embrace the broad

field of managerial, industrial, operating, engineering and construction activities,

and of labor and economic studies. It is understood, however, that direct super-

vision of the carrying out of specified projects undertaken pursuant to the Seven

Year Plan will not be the function of Overseas Consultants, Inc. but of the Plan

Organization.

II. For the performance of the consulting services to te rendered by Overseas

Consultants, Inc. under this agreement it is agreed as follows:

1-- Overseas Consultants, Inc. will establish and maintain in Tehran a resident staff

which on the average throughout the period of the contract will consist of one Chief

Consutant, four Consultants and such Stenographic and Clerical assistants as may be

required for their own use.

The composition of the resident staff, as to type and special qualification

of its members, may be changed from time to time at the discretion of Overseas

Consultants, Inc. or as may be agreed, to accord with the prevailing type of con-

sulting service required.

2. If consulting service should be required in addition to that which can be supplied

by the resident staff provided in paragraph (1) bbove, 
the resident staff will be

supplemented by Special Consultants as agreed upon, 
at such times and for such

periods are agree upon



The consul-. g services provided by the res:. nt staff /0paragraph

ii (1) d and by such special consultants as may be providel/

II (2) - will at all times be suppiLmentod b suck aditional consulting

soerwies as en be prerided by the Orseas Coesltants, IM*o ergank-

mtion in New York throgh ksk Resident Staff or Spesial Consultants.

Whenverw in the epinien of W CODSULTANTS, INDC it

would be of benefit to the eaxsmtian of the work, a representative of

the bDant of Direeters of WRS COLaJLTANTS, M0. will visit Iran

for eonsultation th the staff of OMSM COIWULTATS, INC. and with

the Administrati

4.. For the consulting servioes of the resident staff aid the Overseas

Consultants, Ina. organiatin in Nw York, we dismssed aboye, the

Geeai of Iran will pay to Overseas Conultants, In. a Month3y s-m

in the -1 m et $ &hih an shall ompssate Overseas

Conutants, I.. in fall for all overhead oosto in New York aid cnsh

consulting servioes including the st of transportation between New Yok

and Tehran and all living eests iasu'red within Tehran or elsewhere

as necessary to the perfermoee of the sonsulting services Provided for

under this agrement.

5-. For sek special Cnsultants as My be provided under paragraph

UI(2), the Goverment of Iran will pay Oerseas Consultants, Ino. OR the

following basist

a) If the consultant is a repalar nmber of the organisation

of auz one of the constitent firms or coampanies of OrM.

seas Consultants, Inc., payment to Overseas Consultants,

In, will be at the regalar per dien rates nomally

chawrd] the eautitut organization.
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b) If the consultant is not 4a ular Amber of the organisatim

or any one of the constituent firms or ompanies of

Overseas Consultants, In.., pqnent to Overseas Consultants,

Inc. will be at the actual eat to Overseas Consultants,

Inc. or one of the constituent organisations plus 25% thereof

a) In addition to the per dim rates specified in (a) and (b)

above, Overseas Consltults, Inc. will be reankssed for

the actual coast of all t ransprtation, living aid other

reasonable penses of the consultants incurred in the

performance of the special ecnsulting sarice agreed upon

in each case.

6w All pqauents shall be made monthby in U.S. dellars (ixpenditures

made under the Plan in rials or any currency other than dollars being

convertible into doPLars for the aformentioned parpie at the official

buying rate for dollars at the tine the respective wepnditures are made.

7- The GOVXNNHD|T (P IRAN will fanish to OVZMZAS CCNSULTANTS, INC.

free of charge the following services: transportation and cnuanications

within Iran and suitable office spae, light, heat end office eqijamsst

and office supplies.

O. The GOVENM FT IRF A will establish in a bank in the City of

New York a revolving credit of Twv 1undred T7hosand United States Dollars

(U.S. $200,00000W ideh wld be at the disposition of Overseas Conultants,

Inc., to cover all the obligations and expenses incurred b' than for the

performance of the contract and the monthly charge and payment of the fee as

outlined in Section II?
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9- Neither 0WVEM AS CONSULTANTS, INC. as a corporation nor its officers

and mployes,, other than Iranian subjects will be required to pay any Iranian

taxes with respect to amW compensation re.siyed 1 the hereunder.

10- Materials and supplies Imported IV (WIZSA CONSULTANTS, INC. for the

parpose of carrying out this agreement as well as the personal effects and

sapplies reasonably required by the officers nd emplayses of (WVXAS

COMWLTANTS, INC. stationed in Irai. shall be free from all Iranian Import or

other duties,

III*.- It is understood and ogreed that the services to be performed by

overseas Consultants, Ine under this agreement are limited to consulting

an advisory sorvices, and do not eatend to the soimpt i am ofa trativ

or sape'rvisory responsibilitjes or functions or to the preparation of designs

or the performance of other services which are not essentially consultative or

advisory,

It is reeognized, however, that during the okcoution of te works

to which this qgreommet relates, it may be mutually convenient for Overseas

Consultants, Inc. either through its organisation in New York or its Resident or

Special Consultants in Iran, to perform or assist in the perfomamnoe of other

and related services for which no other adequate facilities are available to

the Government of Iran. iawmples of such related itnetions sight be the selection

or interviewing of special perbonnel for empleyment or wngagement )y the

Government of Iran in conestion with the Seven Year Plan; the performanse of

certain uifRtteos in somection with parchasing material or equipment or waling

arrangements with qualified persons for performing inspections or other special

services ik the United States or elsewhere outside Iran.

If such services are required ad requested 1 the Goverament of IrM,

pnd accepted by Overseas Consltants, In., they will be perfora under ter



to be arranged in each case between the parties to tM. tgremut.

IT.. Unless previously terminated, this *etraot shall eove* period of

syen years

T.o" OWMXS (N3AULTNAT, IJr. =W terminate ths agreement am three months

#Ittou notice served on the Managing Director of the Plan Organization or the

official representative of the Goverimeut of Irma In 4ashingtm.

THE GOVEMO T OF IRAN ma tentunate the Agreement en like ratio.

sewred on an officer of Overseas Consltanta, Ine in the United States of

Americs, or its Chief Consultant or Project Manager in Iran* Either partg

pw temiunate the Agreement in ease sireuastances of fore. ajuar bqend the

control of either omnder it impossible for either prt to ary out the

Agree.ent.

This Agroemnt is eweumted in both the PeWA aa d % glish

lanpages. It is agreed between the parties to this Agreement that, in, the

wast of any differences in interpretation between the Persian and Maglish

versions, the English text shall be centrolliag.

IN WI'NMS WNEMU(, the WPUIAL (KNNMUT (W IRAN bis causd this

instament to be ~eicated in its nane and an its behalf by a dIL atbwrised

official, ad CMWS CONSULTANS, INC. has caused this instrent to be

wevated in its nane and en its behalf IW Vice President, thersUnto dlR

authorised, and its corporate seal to be affixed.

Witness THI IMPERIAL QCUIUT OF IRJN

The satbrised offiital of The
Imperial Government of Iran



Wita...: CWERShS COOSJLTAITS, INC.

Vice President

44
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PLANNING ADMINISTRATION
Teheran, Iran.

Tel. 4084
Cable Address:

Barnameh July 11, 1949

Mr. Eugene R. Black, President
International Bank for Reconstruction

and Development
1818 H Street NW
Washington, D.C.

Dear Mr. Black:

Attached hereto are two copies of a memorandum
which Mr. Bayne suggested when he was here that -I should
send along. This memorandum sets forth the paincipal
features of Irants Seven Year Development Plan Bill,
outlines the general set-up and functions of the Plan
Organization, and explains its position with respect to
Overseas Consultants, Inc. There are also appended to
the memorandum the complete texts of the Bill and amend-
ments thereto. I. believe that the facts outlined
should be of assistance to the thinking of th# Bank in,
the matter of our recent discussions.

I had also promised Mr. Bayne that I would
forward to you at the same time a list of those projects
which we intend to put into immediate execution. How-
ever, as these projects are presently pending approval
by the Government, and I must of course await official
ratification, I cannot include this list at the present
time. I am hopeful, however, that it will go forward
to you separately in the next mail.

If the facts presented in the attached memorandum
are not adequate for your purpose, or you should wish
elaboration on any particular point, I shall be very glad
if you will let me know.

Very truly yours,

Managing Director



PLANNING ADMINISTRATION
Teheran, Iran.

Tel. 4084
Cable Address:

Barnameh

M E M 0 R A N D U M

With further reference to our recent discussion

-n Tehran with Mr. Bayne and Dr. Welk of your Bank, the

present memorandum has been prepared in order to present

an overall view of the background, present position and

activities of the Plan Organization.

STATUTES OF THE PLAN ORGANIZATION #

On 26th Bahman, 1327 (15th February 1949) a Bill

was passed by the Majliss (the Iranian House of Represen-

tatives) ordering the Government of Iran to implement,

within a period of seven years from the ratification of

this Bill, certain measures to be known in whole as the

Seven Year Development Plan. The Government was further

authorized to form, for the carrying out of this Plan, an

organization to be known as the Plan Organization.

An English translation of the Bill, as well as

subsequent amendments which have been made to it, are

attached for your information (see Appendix 1).

The salient points of the Bill are as follows:

1.



PLANNING ADMINISTRATION
Teheran, Iran.

Tel. 4084
Cable Address:

Barnameh

M E M 0 R A N D U M
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The salient points of the Bill are as follows:



PLANNING ADMINISTRATION

Teheran, Iran.

Tel. 4084
Cable Address:

Barnameh

1. Purpose

The purpose of the Seven Year Plan is: increase

in production and in volume of exports; production of

domestic requirements; improvement in the fields of

agriculture and industry; prospecting for and exploita-

tion of mineral resources, especially oil; improvement

in transportation and communications; raising of the

standard of living of the people through education and

public health works; betterment of emplpyment con-

ditions, and reduction in the cost of living.

2. Allocation of Expenditures by Sections

The total expenditures proposed for the implemen-

tation of the above projects amount to Rials 21,000,000,000

(equivalent to 650,000,000), allocated as follows:

Rials

Agriculture and Irrigation 5,250,000,000

Roads, Railroads, Ports and Airports 5,000,000,000

Industry and Mines 3,000,000,000

Oil 1, 000,000, 000

Post, Telegraph and Telephone 750,000,000

Social and Municipal Reforms 6,000,000,000

21,000,000,000

2.



PLANNING ADMINISTRATION

Teheran, Iran.

Tel. 4084
Cable Address: Te.48

Barnameh

3. Allocation of Expenditures by Years

The funds allocated under (2) above shall be

divided between the seven years as follows:

Rials

Second half of 1327 1,000,000,000

Year 1328 2,000,000,000

" 1329 2,800,000,000

" 1330 3,200, 000,000

" 1331 43,500,000,000

"i 1332 3,600,000,000

T 1333 3, 600, 000, 000

First half of 1334 1,300,000,000

21,000,000,000

In case of need, the Government is authorized, on

the proposal of the Plan Organization, to reduce up to

10% the budget allocation of any fiscal year. Any

portion of the budget allocation of one year not util-

ized shall be added to that of the following year.

Further, the sums allocated under (2) above shall

be proportionately divided between the various provinces

of the country, with due consideration of their capacity

3.3*



PLANNING ADMINISTRATION
Teheran, Iran.

Cable Address: 
Tel 4084

Barnameh

and requirements, in such a manner that the share of

each province for the entire seven years shall be not

less than Rials 1,000,000,000.

4. Source of Revenues

The above expenditures are to be met in the

following ways:

a. Royalties and other revenues to the Government
from the Anglo-Iranian Oil Company

The sum of Rials 6,000,000'from the royalties

of the Anglo-Iranian Oil Company is to be paid to

the Plan Organization for the second half of the

year 1327 (9/21/48-3/20/49), and for the following

six and a half years all of the royalties received

from the Anglo-Iranian Oil Company are to be set

aside for the Seven Year Plan and credited to the

account of the Plan Organization.

Out of these credits, to the present date, the

sum of 3,082,947 (equivalent to $12,344,227) has

been paid by the Government to the Plan Organization.

The minimum amount expected to be paid per year

by the Anglo-Iranian Oil Company, as royalties,* is

4.



PLANNING ADMINISTRATION
Teheran, Iran.

Cable Address: 
Tel. 4084

Barnameh

at present estimated at 7,054,435 (equivalent

to $28,257,970). This estimate is based on

royalties paid by the company for the year 1326

(3/21/47-3/20/48) on the basis of the existing

concession terms.

b. Loan from Bank Melli Iran

To assist in the financing of the Plan, the

Government is authorized to borrow from Bank Melli

Iran (the National Bank of Iran) up tp the sum of

Rials 46&ee-j & (equivalent to $140,000,000).

c. Loan from the International Bank for Reconstructidn
and Development

The Government is authorized to negotiate with

the International Bank for Reconstruction and Devel-

opment for a loan up to the sum of $250,000,000.

Such a loan, however, is subject to ratification

by the Majliss.

d. In the event that the abovementioned three

sources of revenue should prove to be insufficient

for the impleme'ntation of the Plan, the Government

is authorized to obtain credits from domestic non-

Governmental institutions and foreign commercial

5.



PLANNING ADMINISTRATION
Teheran, Iran.

Tel. 4084
Cable Address:- -
Barnameh

institutions.

e. At the end of the seven years, the royalties

received by the Government from the Anglo-Iranian

Oil Company will be set aside for the purpose of

redeeming any loans obtained for the execution of

the Plan.

5. The Plan Organization shall be composed of a

High Council, a Board of Control and a Managing Director.

The High Council shall consist of seven members

who will be appointed by Royal Decree on the proposal

of the Government and will hold office for the entire

period of the execution of the Plan. Vacancies which

may occur in case of death, resignation or disqualifica-

tion of one of the members shall be filled by Royal order

on the proposal of the Government.

The High Council shall approve schemes, projects

and budgets within the limits of the operational program

approved by the Plan Committee of the Majliss. It shall

also draft the required regulations and approve the

various contracts, and in general supervise all of the

functions assigned to the Plan Organization.

6.
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Teheran, Iran.

Cable Address: 
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Barnameh

The Managing Director is appointed by Royal

Decree on the proposal of the Government for a period

of three years, with provision for reappointment for

a second term of office. In event of death, resigna-

tion or disqualification before the expiry of his term

of office, he shall be replaced by another appointee

on the proposal of the Government and by Royal order.

The Managing Director shall be the head of the

technical bureau and subsidiary departmegs of the

Plan Organization. He shall represent the Organization

before the Council of Ministers and the various Ministries

and in general will be responsible for the proper ad-

ministration of the functions of the Organization.

The Managing Director and Members of the High

Council who were appointed on May 8, 1949, by special

order of H.I.M. the Shah, are as follows:

H.E. Ali Mansoor President of the High Council
H.E. Abolghassem Najm Member of the High Council
H.E. Dr. Mosharaf Naficy " "
H.E. Ahmad-Hossein Adl
H.E. Ahmad Zangueneh "
Dr. Shams-ed-Din Jazaeri
Dr. Fazlollah Moshaver "

H.E. Dr. Taghi Nasr Managing Director



PLANNING ADMINISTRATION
Teheran, Iran.

TeL. 4084
Cable Address:

Barnameh

The function of the Board of Control will be

to audit and supervise the accounts and activities of

the Plan Organization.

This Board will be composed of six members, to

be elected by the Majliss from a list of eighteen names

to be submitted to the Government.

The Government has not yet submitted such a

list, but it is expected that this will be done very

shortly.

6. According to the law of February 15, 1949, the

full program for the seven years was required to be

presented to the Plan Committee of the Majliss and

approved by that body within three months of the rati-

fication of the Bill, i.e. by the middle of May, 1949.

It was, however, found to be impractical to meet this

requirement and accordingly, in order to expedite the

work, a single article was submitted to the Majliss

requesting authority for the Government to approve,

within the limits of legal credits sanctioned for the

second half of the year 1327 and the full year 1328,

such operations as are recognized by the Plan Organization

8.
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Teheran, Iran.

Tel. 4084
Cable Address:

Barnameh

as being beneficial and practicable within one year

from the date of the sanction of the law, and to

authorize the Plan Organization to execute these

pro jects. Furthermore, by this single article

authorization *as requested for the Plan Organization

to prepare such statutes and financial, employment and

budgetary regulations as might be recognized as being

necessary for the efficient performance of the first

yearts operations.

This article was ratified by the Majliss on

July 4, 1949.

RELATIONSHIP WITH "OVERSEAS CONSULTANTS, INC."

In October 1948 an agreement was made with

Overseas Consultants, Inc. of New York, providing for an

initial study in Iran, by certain representatives of that

corporation, of the program under consideration by the

Government for the economic and social development of Iran.

Accordingly, this group of five experts arrived

in Iran on November 15, 1948 and left on December 2, after

having made a study of the existing conditions.

9.
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Their opinion, as expressed in their "Initial

Report to the Government of Iran on the Proposed Seven-

Year Plan," was that the plan is capable of execution in

principle, that the program should be started as soon as

possible, and indeed that certain parts of the program

could be begun almost immediately.

On February 1, 1949, a second agreement was

entered into with Overseas Consultants, Inc., which pro-

vided for a detailed study of the Plan. Some twenty-nine

experts came to Iran in the months of February, March,

April and May, visited virtually all of the provinces in

the course of their field work and study, and have now

returned to the United States for the preparation and

printing of their complete report. The date for the

submission of this report, according to Overseas Consul-

tants' contract of February 1, was July 1, but at the

request of Overseas Consultants the Plan Organization

granted an extension of one month ts time for the completion

of the report.

A proposal has been submitted by Overseas

Consultants, Inc. to the Plan Organization for the
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PLANNING ADMINISTRATION
Teheran, Iran.

Cable ddms:Tel. 4084
Cable Address: ____

Barnameh

continuation of their services during the third, i.e.

the execution phase of the Plan, on almost the same basis

as the contract entered into for the second phase. The

Plan Organization, however, stating the basic difference

between the second and third phase of the Plan in regard

to technical services, has requested the Iranian Ebbassy

in Washington to enter into negotiations with Overseas

Consultants, Inc. on the basis of a counter-proposal

airmailed on 13 Tir 1328 (July 4, 1949). We4 shall not

fail to inform you of any developments which may take

place in this sphere.

July 11, 1949

11.



FbomOS0-10 DEPAWT MENT OF DATE
-0-47 STATE

REFERENCE SLIP 7/22/49

10:
Xr. Stephoss, In ternational Bank

ADVISE NOTE & FORWARD
APPROVE & RETURN NOTE & RETURN
AS YOU REQUESTED PER TE LE PHONE TALK
ATTACH FILE PREVIOUS CORRESPON.
ATTENTJON PRIOR ITY ACTION
COMMENT & RETURN RECONSIDER-
CONSIDER ,RXCOM4END ACTION
COPY ING ::RECORD
CORRECT REPLY
FILE RETURN TO SENDER
FOLLOW-UP REWRITE
FOR YOUR INFORMATION SEE ME
HOLD SIGNATURE REQUIRED
INITIALS NEEDED TAKE ACTION
INSTRUCT TRANSFER
INVESTIGATE & REPORT TYPE
JUSTIFY VER IFY
KEEP ME ADVISED ' REPLY FOR SIGNATURE OF
LEGAL MATTER

0_U.O REQUIRED
INTERESTED

.- E & DESTROY
NOTE I& fG4 :

Samuel J. Gorlitz
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Pahlovl# Shahaasth of Irsog

(Ris. Imperial Majesty's 3ignature)

In view of Artio.ld 27 of the Supplemntary Pnam tA

Law (of the Constitution), Issue the following order t

Art&* -1., The law authorising the Optorooment

of the provisions of the Parliamentary Plan Committee's

b1port, together with the text of the Plan 09=dltee's

Report as approved by the KOJI**& La Its sesion of
February 15# 1949 (Rha 26, 1327) and attached to this

Isperial Dcr*, Ii;U put into Offeet.

ArM910 a. the Counil of Kinisters is charged
with the execution of this law.

February 22, 1949 (Estand 3, 1327)



..............

kAW AUOJISING ErOBEZUN aF

TH4 O 11312! 2 -TAB AI&LAWSAUY

(RELATIG TO SEVE YEAR PLA )

The favernsant in in duty bound to execute roport

Amber1, dated August 26, 1948 (4-4-27) of e FUM
die mi on of the Utjless, fioh in composed of 15 Arti-

*lei and one Note. In accordanoe with e fta" Arliale

of the above report the Governomet gt the approval

of the Coeitt" for the pmetical program of the Sea

Year Plea, withia three months.

The Hi$ eoUn tho Board of Contro1 IAn the

Managing-Dirnator, in socordane with Article IX wI1I

be appointed by ti Royal order on the propoal of the
Govrnment and the approval of the ajles. -

022, The efleot of the &&toe concernin the A49l,*

Irasnin Oil Coplny whiuh are sention I n tatR -
diation and in the text of the Bill on the Plan, is

leporary and the result depands on the conclusion of

the negoattions of the Goverment with the @ompW.

12U 3 ? From the funs allotted to the execution of the

plan no payment should be made as salary, inoreas allow-

ane, compensation, eto. except to the teahni 1oal saployo



for the teohnioal work they do and the Govenment is

in duty bound to use the spe.0al employees of te Xin

stries with their own salary budget for the &&ui"*-

tration organisations ( to be net up ) for the enforoeoent

of the Pan,

__1S The Government is in duty bound to give priority,

a drawing up the prograa ( of operation) to the agrieult.-
X41 and pUbli health altai s, and furthea4or* to *** that

the plan of i seents especially In the field of

agrioultur-e exeoted by the peoVle.

This law oonsitling of one ArtIole and tour note&
( and the towt of tho Report of the Plan Godittoq aanozed

thereto) was voted by the Majle In the sesioa ot

9obruary 15, 1949 (abman 26g 1327 ).

Bignet

Roza Bekmat
President of the b&J1*08



REP01T 30. 1 07 21E PLAV W0XXITUtb OF JE 18535

EASIA AUUJa 26, 1948 ( 4.-J-27

ftr the purpose of increasing production ad
the volume of exporta, seiting the needs of the people

ta he interior of the eountry, enbaneing agrioaltu
&A Induatzy, prospecting and exploilatiog mines an&
u nddrground resouOs, apeoially oil, improving and
perfecting tho means of transport, wIbnhag public
health a d oarrying out measures of all kindS for the
developmnt of the country, raising the general standard
of life and education, bettering the general *living
ooaditione and reducing the cost of living, th Gover
moAt of Iran is in duty bound to carry out and oomplete
wiLhia a period of seen years fro the date of the
ratification of this law, the moaares Viioh are totally
to be known as the Seven Year Program of Development.

For the exeoution of the Seven Year Developsext
Progra the funda earmazted sall be used in various
eoomic and social projeots as stated hereundort

SECTION 1- AGRIUJ1URI

hlsearth and soientific establishmente 300000,000
Animal and plant disease prevention and control 191000000*000



Preservation of otionul-wealth uoh s
forst., pastures eta. 450,000,00

Expansion of rops and agricultural reforms 450000,000
rrigation and dam construotions 1,0"000,000
T be paid- to Agricultural Bank for

fbllowing purposes

Increase of oapabl 150,000,000
ans to farmers 400O#,OOQ

ftrohase of ehnare iA cooperative societies 250,000*000

(Purcause of) machinery and fertilizes,
Total Of Seatia I 5,250000,000

RAI&R AIAD SEAPORN

Railroads, 2,500#000,t00
0AintxQti*O and &Spbaltag of b&Vas 1,850Qoc@,00

Seaports 250000,000
Airports40.0.0

total of Section I 1 5, 000,0 wo

.. AjTjjOj-112 - YJMZZT~ AND KIMB

Texti le InduslW 1,2001400,000
Sugar 450*0000
Iron Aelting 450#000,000
Choulcal Industr 250#0000

Clay Indus t r (*artbea ware) 150,0000o
Carpet Industry and Miscellaneous 250,0000oo
mines

Total of lection Trl', 3*0000*000,000

4



........

5.0ULON IT -OZ.

Oapital for the fomstion. of the Iran

Oil Joint Stock QompLay ItM&222*24
Total of Se@tion IT 1,0000000000

IEQT I21 V -N0ST TE&UGUPKfAR TEkRAHORC

Pttfootion of Postal 3*rvioes 250,000,00O
Verfootion wireless, radio and telephone

5000,000,000

Total of eation 750,000,000

E0UIG9 VI - -00 IAL AIP MURI hAL JUM

OoAtzuotl*A of Cheap house* 1,500t,00000

Lsoans to auniaipallties for piping a$f water>
utilising Rinral waters &nd pmer pas 1,000000,000

10i ylactic masueares for :improveaat of tho
level ot public health 1,5O0,40,0

*rnst to toohnial institutions for training
of skilled workers, providIng useful
exploymAt for the unemployod, raising the
level of -tohnioul knowldge of artisans
and farmers 10000,000,000

Tepographio mApping and statistics 300,000,000
Constution of modern prisons in important

towns 200t000,000

Other publio wors 500,000,000

TWtal of bection V1 6,000000000
from total

fwnds allotted to various seotiona mentioned in thuM

article *hall e2luaively be used for the sne, works
speoitied. Should the fund allotted to a setion bo



d iadeqaato, or iA *XG*08 of requirownto, te

Government an on the proposal of to Plenning Organi-
.atian, 1momsis or reduas skah a fund by 100. bte

GoWrnat is in duty bound to prepare through 1#
Pla=nin Organisati on, within a period of f0UR 00atA*

frmu te date of the ratification of this low, #,
program of operations itended in ach of the seven

years within the liit of the funds appropriatod ]A

*a'l Irw for *very yoar and for each seatit. the

pVzoren of operations aunt be approved by the MIa Iami

Sstn of the haj1#sv.

Ig~.s t Governmat is In duty bound to include In the
detailed pograas

a. pla* for the re*laeeamit of the mltivatioa

of poppy by aseful ceps and for the prohibitionor
cultivation and use of opium and also to take nesenx
steps for their szforaenat,

b. to prepa and oarry out useful projeots for
the eonstruetion of hotels and for attraoting tourists
and providing for their oomfort during their stay In

Punde mentioned in Article 2 shall be divided
between the sven years s followss
Second half of 1327 (9-a-48-3-21-49) 1,000O0Om0D
Second half of 132S (3-a-49-3-21-50) 2000,000,000

Seand balf of 1329 2 30)000000



3#0ond half of 1330 ( 3-21-52 ) 3, 2)0,000,000
Second talf of 1331 ( 3-21-5 ) 3,500,0000,00
Becond half of 1332 ( 3--54) 3. 600,000, 000
Sond balf of 1333 ( 3-21-55 ) 3,600,000,000
firat half of 1334 ( 321-56 ) 10000,000

TOTA 2,000*000000

the Government in authorized to re duo t 
proposal of the Planni Organiastion, ap to 10% at tho
appropriationo allotted to *aoh year and to add Us -s
(%hue saved) b* Se appropriation for the subsequen

years.

Punds mentioned in Article 2 x4all be prportionste
divided between various provimns of Iran wih du* oozoi.ers-
tion of t/eir capacity and requirements in swah a
manner that the shar of a(1 the towns in each province
*hall not be leee than one thousuA million riels in *mVOR

In the year 1327, 600 milliea rials snd in subme-
queat years up to the end of the sevea year p4riod, all
the Goveramnt revenues froa the payaents made by the Anglo
Iraaian 011 Copany sball be eamarked for the executioa
of the progrea. At the expiration of the seven year period
the aforementioned revenues shall be ourmarkod fbr te
payment of interest and amortiaation of loans obtaind by
law for the txe.ution of the program.



In order to coaplete the uszs neesaawy t*o thi
exeoution of the progres, th Government is authorised
(to take the following measures) lit ftinp It
iLpoosible to *soure at the begiming of eash yaw a
the necessary suns from the aoney *h$*h is Ww at its
die po tsi

1. to borrow in seven years up to ftels 4,500OQO000

tm bake Nellle Iran bearing $. interest per maa, Vw
lan obtained in eaoh year shall not ,xeed F4414 750,000900.

2. To enter into negotiatina mith the International

ank for fteonetraotion ad Development Olth the view
to obtaining a loan of not more than 250mil.liA dollare

for the extoution of revenue- produing projeots, on

inatallme nt a and c ondit ions agroeable to both parties'.
Any coatraot ent eed into on this matter shall, howvw,
be cona.dered as definitive when auch contract to

approved by the X&Jless.

3. To obtain oredits f1rom Uostie noa-Governwental
institution and foreign omercial institutiow for on-w

ploting the financing of the progia.,

the revenues which will be gradually derived maZ
the operations mentioned in the prograng shall first
be counted as a part of the funds earmarked for tb*
exeottion of the progms. After the exeoutim of the
program such revenues shall be eoolusively spent on



tU repaymant of Governent 1mm satil they aro g.I4
off in f ull.

The superviion. of the operations aertloae4 in the
progrem shall be entrusted to a special organ sation
whioh shall be formed and nown as the lami.ag Og a sation

fte duties of this organisation shall be a followas

1. To prepare sohemes and projeots, detailed b .dgete,
exeoutive reguiations in accordance with the P20groI
of operations wiioh must be approvwd betwreMand by the
P rogran Commission of the Majle.., and to superris*
from techninal and finanoial standpoints the enforoement
of operations included in the program and to ensa0
coordination &ad oOperatiOA betwen exo'utive Sectios,

2. To oentwlize all funds eormarked for the progrAm
and tD psy the expenses which are to be defrayed eat'of
the budget of the Pla and to prepare the balano oheets
of the operations of each year.

The operations of the program shall, as fAr as
iaoh operations are aonneoted with the Gwernment, be
oaried out by Minist rie, or Governmont AdxinIstattonz,
institution or Government-u4mned oorport ionS.

Whexv it is deeat ar advisable to entrast the
execution of the prograi to private indiftduals and
institution., the PslsnIng Organisation shall, s4bjoes to
th approval of the aoanail of *Waneters, hlp wA



encourage such private individuals or institutions by
preparing projots, "Ouring necessary oreiMite, offering

guidae and rendering othar toohnioal assistanast in orde
that private capital shal be drawn to each projects.

th* Plaming Organization shaU oopris 90 4 *
cowwas one Board of COntrol and .

The High Counil shall oonist of seven .embers fto
*l be appointed by tkA Royal order on the proposal of
the Governmont for the whole period of the *xeoeaon of the
program. If a member dies or roqigs during the period,
or proves to be not suitable, his suooessor shall be
appointed by Royal order on the proposal of the Gaomeat.

The Counoil $hall approve seohems,. projeets and budgets

within the limits of the operational progres approved by
the plan COumitte, of the majlee , the Coutwl in &If*
ontruste4 with the preparation of regulations, approval
of contreats andi U gneral, with the Espervision of all
the dutios entruted to the ?1a&Wig (OrgaisatioA.

the Board of Control shall consist of six members who
shall be aelected t the bkjlesx frca tiy 114t of egt0e&A
pereons proposed by the Government to the Iajleso aft'*fo
D"1 be appointed for t4t period of two year*, the mer
Of selectiOA is in aooorden e with the law for the selootioa

of the advisors of the Tribunal of eoou*t.

The Board of Control bm *hegrigh% to refer direct4
to $1.0 Government, d is to Laveatigate uatters

10



referred to it by the Governmeat and to report its findings
direct to the overnmewt.

The Managing Director shall be appointed for a poriod

of thres years by ioyal order on the proposal of the
Govomonst. Re can be reappointed at the expiratia of
his term of offilo.

IA aase of death or resignation of the anaging Dreto
orit he prove* to be nuttable befoe the expiration of

his tem of office, he shall be siooeeded by another poersa
an the proposalr of the Connail of Ministers and by Royal
order.

To Manging Director saall be the hedd of the techiosi
bureau a other dependent deprtments of Ih. Orgasation.
Re shall be the representative of the Orgauisation before
the Ooail of Liaistere and the Ministries, In gneral

he is resposible for the proper execution of the datiee

sssigae4 to the Planning Organizatioa.

Sember of Uie High Counoil# the Board of Gof tro and
the Managing Director shall receive reuneratioas for their
serviose ond are not pernittod to have any otjwr public
or social office of free occpation wtatsoever.

The Planing Organizatisa shall enjoy Juridical'tereon
ality and finencial Iaoendene, The scope of its

motivitte and limite of responsibility shall be asoertained

by a statute whiab shall be reparoed with the consent of
Couaeil of Ministers and approved of by the Progrea

e3masion of the M&Jless.

11w



So far as financial and aeoounting affairs, ad fonip
exiano nastions and conclusion of contracs. are *an-
otrnodp the exeoution ot the progrem. bAll be sbjeet to

speial rules ad regulationa which shall be drafted by
tUe Oonnll in cnsultation with the Board of Control,

with a Yie1 to aeotring aximua pped, eoonoma in
exponditare and obtaiaing beat possible results. These
ftuls and regulations shall be put into fore on the approval

of'the Council of Vinisters.

The Iinist ri an #cverment administ mtions and

Institutions are in duty bound to oarry out Jhe functio-s
which are asnigned to the in the execution of the progns
in aooordanoe with the terms and instruatione prepared by
the Planning Organisation. In came of delay or non-observanoe
of the oondLione and inatruations>tho Planning Orga4isation
shall report the matter to the Counnil of Ministers , and
th* latter is in duty bowd to takea appropriate atio *
within 15 dys of the receipt of the ro ort in such a er
that the complaint *boll be removed.

It in incumbent on the Ministries and Government
,/Sni9 at ions to place at the disposal of the PlamiAg

OrgaaLation all papera, Touohers and books related to
the iQooti on of the Progran ontruated to them and to proritd
all fa ilitles for ainate control and obeoking by the
Planing Organization.

- 12*'



Ifto narning Organisati*. Is in duty bound to prepare
mqer7 trte months a ooapU1e report of its quarterly
opertione and to submit a yearly blano ahot showing
the rovones and expenditure ad any inavoaae obtained

Ia pvwtIo &ad the national incoae as a re sult f the

ex*4utiao of the program.

The Board of Oontrol shall invetigate the balee
shoot Ad, if it finds no objfdtion to it, shall submit

t the 1ounail of Miaistprs for aipraoA. Th* approval

of the Councl of Ministers shall consitute the

oartifiate of cltarance of aooounts for the period of
opertion sonerned. the Planning Orgaizat on ahall

publish *tV quarterly rport4 as well as AV' Annual Malance
ihtote for pablio informtion.

Th*Ptaning Organization shall have at its dispowa
an Mequate nuamber of experts and fnAtionaries for the

propuratiua of projects, for techajl and financial sktor-

vieion and for otter datied a Jignt d to it. te expenditure

shall be included in the adainistrative budget of the
Pvogrm whioh aall be prepared with the consent of the

0ounail of EMnsutrs and approved by the Plan Comittee of
the "ajless.

All functionaries and uther individuals neded for
the exeoution of the program as well as for other activiti.e

of the Plann:zxg Organiation shall be appoint.d in the first



piSO. from the present personnel and the disponsible

Government funationaries (not in active servioc but
awaiting asigament), unless an adequato number of teMi aano
ad experts Cannot be fouM among them.

The fanning Organization can employ foreign experts

for a period not oxcoeding one year after the period of

the eeution of the program, The employment of such

experts shall be with the approval o the Council of

inistors within the limit of the nuzber and tr* list of

positions approved beforhav.d by tht Progrum Committee of

the MIA4ein.

Cooperative societies formed by autnrity of the

Pfanning Organisation for carrying oat operations of publiO

atility aentioned in the program, atal1, on the proposal

of the Planning Organization and with the approval of the

Counoil of Ministere, be exempt from paymnt regi at ation

fees, stamp duties and income tax for a period of five

years begianin, from the date of their formatio.

This law ahall be put inzo forot witnin one week of

VA approval by the Plan Comwittee of the 2ajless of 1tw
operstional progrm meLntioned in Article 2 above.

AA
Toe Outhority for the enforcement o aove articles

has been granted by the Majlesa by virtAe of iagle Artiole

vote d on February 15, 1949 (S&h&un 26, 1327)

"ZA ULXIT
President of the MaJless



the original firman (oroo) by Nis laverial Mjesiy
Ad (of4ginal text of )the law are * file in thi offoi

of thim riam uinister.
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM CON

TO: Files DATE: July 8 1949

FROM: F. Dorsey Stephens

SUBJECT: IW JUNg0z6g2
WSGARC*IVBS

A meeting was held today at which the following were present:

Messrs. R. L. Garner
Max Thornburg
Clyde Dunn
F. D. Stephens

The State Department has received a cable from Iran which treats a number
of matters:

1. The Iranians were pleased with the Bankts memo re possible
participation in financing of the Seven-Year Plan which had
been submitted through the State Department.

2. News had been received of the passage of a single-article
enabling act on July 3 which permitted the Plan Organiza-
tion without further reference to the Majlis to go ahead
with the employment of key personnel and to initiate a
number of high priority projects.

3 While fully appreciating the reasons advanced by Mr. Garner
for favoring a "corporate" setup for consultantl, the Iranian
Government does not like the costs involved in OCI's offer
for a long-term arrangement ($500,000 per annum for five perm-
anent consultants in Teheran during the execution of the
progra*. The Iranian Government is of the opinion that unless
a more favorable arrangement could be made with OCI it would
prefer to employ individual consultants, including some of the
OCI personnel who recently made a survey of Iran. The Govern-
ment also expressed the opinion that it would require a larger
number of consultants permanently on the ground.

Mr. Max Thornburg who, although not belonging to the staff of 00I, is the
author of that part of the preliminary OCI report dealing with organization
and who has already discussed with the Iranians the personnel requirements
and possible key men, had suggested that the Iranians continue, on a tem-
porary basis, the services of, say, four high-level technical experts of
OCI during the interim period until the OCIts final report is ready. .How-
ever, this suggestion had apparently been turned down on the grounds of
excessive cost. Mr. Thornburg said that he favors the OCI setup to a un-
integrated group of individual experts without strong backing, It was his
opinion that OCI could not afford to undertake the Iranian job for less
than the figure indicated, and thought it not unlikely that the OCI might
break up if it was unable to sign a long-term contract with Iran, Mr.
Thornburg expects to return to Iran in two or three weeks' time in his
capacity as special consultant to the Iranian Government.

OFFEICE S F VI C ES 17.190
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Although unable to judge as to the reasonableness of the fee proposed by
OCI, Mr. Garner stated that he still was in favor of a "corporate" form
,for a body of consultants and that, also, he was opposed to "changing
horses in midstream." He stressed the need for continuity and expressed
the opinion that it was important that some 00I personnel should be in
Iran in the interim period before the final report is presented and ex-
amined. (This report should be ready within about two weeks.)

It was agreed that discussions would be held with the Iranian Embassy on
the subject of the sitqation created by the Iranian reluctance to proceed
further with OCI on the basis suggested by the latter.

FDStephens:mmr
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM COFDENTI

TO: Files DATE: July 8, 1949

FROM: F. Dorsey Stephe

SUBJECT: JR"NJN021suBJEC: .EJUN 0 6 2013
WBOARCHIVES

Messrs. Thornburg and Stephens conferred today with the Iranian Ambassador
and Mr. Nemazee, Commercial Counselor. They were given verbally the sub-
stance of a letter from Teheran which indicated that the Government felt
that the proposed OCI fee was too high and, if agreed to, would raise a
political storm. (A written summary of the letter was promised for July 11.)

The Iranians appear to believe that they could accomplish the same results
at much less cost by employing as many as 15 individual consultants on a
straight salary basis. Such consultants would be on the payroll of the Plan
Organization. The Iranian Government further suggested that 0CI might be
willing to give overall advice for a modest fee. If no agreement could be
reached with OCI on this point, they wished the Iranian Ambassador to con-
sut with the Bank and the U.S. State Department regarding their alternative
proposal.

Mr. Thornburg argued that 15 top-level consultants stationed in Iran at any
one time would be excessive. He said that he shared Mr. Garnerts.view that
the "corporate" setup with the backing of such an influential group as the
member firms, of OCI was important. He agreed to consult the latter regarding
the Iranian suggestion and to visit Washington again before his return to
Iran in order to confer with the Iranian Embassy, the State Department, and
the Bank. Mr. Stephens said that the Bank would be likely to view with some
concern the substitution for an organization like OCI of a loosely associated
group of experts without the necessary backing and authority.

Mr. Stephens also stressed the importance which the Bank attached to the
guarantee of adequate funds for the Plan Organization, as it would appear
from recent reports that some part, at least, of the oil royalties were
being devoted to other purposes.

In the course of conversation, Mr. Nemasee said that it appeared that the
Shah had been advised, through the American Embassy, that the Bank would
require the "pledge" of oil royalties for any loan it might make. Mr.
Stephens undertook to endeavor to trace the source of this report.
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$. 48 INTERNATION0 BANK FOR RECONSTRUCTION AN' )EVELOPMENT

OFFICE MEMORANDUM
TO: Mr. A. S. G. Hoar DATE: July 5, 19h9

FROM: F. Dorsey Stephens

SUBJECT: Iran

1. I talked today with Mr. Clyde Dunn, of the State Department,
with regard to the latest developments in Iran as reported by Messrs.
Engert and B ane.

2. The State Department has not yet received from Teheran in-
formation of the nature which the Bank has obtained through its
representatives. It was, however, Mr. Dunn's opinion that it is the
intention of the Iranian Goverrment to divert a substantial portion
of the oil royalties to cover proposed military expenditures. In view
of the fact that no word has as yet been received from the American
Ambassador in Teheran as to the reaction to the Bank's memorandum of

- 1-Ine 18, it was agreed that the State Department would wire for in-
J-1 formation on this subject.

3. I told Mr. Dunn that the Bank was not at all pleased with the
latest developments as reported, and expressed the view that failure
on the part of the Iranian Government to make a start at setting up a
sound mechanism for the administration and execution of the Seven-Year
Plan, with adequate means at its disposal, and delay in selection of
key personnel might seriously pretjudice the chance of alank loan. It
is my understanding that this warning will be communicated to the American
Ambassador in Teheran.

4. Mr. Dunn will communicate with us again when he has received
an answer from Teheran.

cc: Mr. R. L. Garner
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