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the companies follow the regulations of these banks . The
guarantee letters are mostly the same insurance letters.

In a meeting with the managers of municipality of Thili-
si, they explained us the current rules. It would have
been suitable if some of our officials could be present
there to observe the method of implementation of law
and method of treatment with people. This would have
enabled us to take more effective steps to reach the real
development.

According to the information received from the officials
of Thilisi municipality, at most, the construction, water,
and electricity branching permits are issued within a 24
hours. Giving the permit of construction work comple-
tion and building division permit do not last more than
one day. The transfers of title deeds are performed at the
same speed.

The authorities of this country announced,” Government
gives many facilities to the individuals who desire to in-
vest in Georgia in particular in the field of tourism build-
ings and hotels. Even in coastal ports of the black sea, the
free of charge lands are given to investors to construct
touristy units, so that development can be materialized”.
This treatment with investors is noticeable, whereas the
most professional individuals in our country are held up
by 6 months in municipalities to receive a construction
permit.

If facilities could be established for the contractors of
construction companies, and they can invest in touristy
building, then the Georgian banks will help them and
the government of Georgia will also offer contractors
many facilities. Despite most of our rules, the rules in
this small country have paved a proper ground for the
activities in particular in the renovation of old buildings.

It is hoped that by giving motivation and directing our
contractors to invest in Georgia, we could be able to help
with the development of construction industry outside
the borders.

At the continuation of discussion, Engineer Mir Aboutale-
bi added,” As for the construction sector, we can have
three ways of view towards Georgia. Georgia, due to
its problems with Russian Federation, has implemented
a new economic system by Americans. There are series
of projects which are related to the Paragraph “B” of the
world credits. It has its own regulations. If our companies
could emerge strong, they will succeed. In this direction,
the main problem which we have in many countries is
the lack of giving guarantee letter to take part in tenders.
Even in those cases which our companies have won the
tenders, they still face problem for the guarantee letter
of good performance. In some places, including Algeria,
we have solved this problem. We have sent a letter to the
Government of Algeria and have requested to accept our
banking guarantee letters. As for the Georgia, if there
would be such a problem, we will be able to solve it.
Concerning the investment in Georgia, conditions are
proper and easy. According to our negotiations with the
Central Bank, we can facilitate giving credits to the ex-

e e o 1 (555918 5 olas sl 4 U0 5 0 G0

porter. So, if contractors invest a part by themselves, and
guarantee another part, it will be possible to join the con-
struction work in that country.

Engineer Khansari said,” If the problem of guarantee let-
ter to be solved, then the exchange of Iran and Georgia
monies can be performed easily , so that we will not be
forced to change the Rials into Dollars and use it as a
intermediary and the problems will be reduced. In that
case, we expect you and Dr. Nahavndian to follow up
the case.

Engineer Mir Aboutalebi said,” The direct change of
money is between us and those countries which are ca-
pable to supply a commodity to us. We should see what
is the extent of motivation of Georgia for commercial
exchange with Iran and to what extent; it is possible to
make it operational”.

Engineer Kazem Sammak from Namavaran Mohandesi
International Investment Company stated,” The lIrani-
an embassy in Georgia was very good and active. Iran
Chamber of Commerce Industries and Mines, (ICCIM)
should reflect these abilities and that this embassy per-
forms its inherent duties well and uses all its powers to
promote the private sector.

The nature of the political economy which has been im-
plemented in this country for the 20 years is discussable.
It should be seen , how a fully communist country has
reached to a position in these years which at present it
ranks the 12th . The society’s treatment with the econo-
my must be studied and modeled after that. In particular,
the ICCIM which undertakes a mutual role in the dia-
logue between private sector and the government should
notice the details of this economic system.

As for the construction industry, | believe if our institu-
tions go to Georgia individually , they will not promote
and can not work in the competitive atmosphere there .
So, it is necessary to establish institutions ,and having ac-
cumulated the resources , it will be ideal to enter the area
in an acceptable way. In addition to that, contractors will
need a series of supports in the side of government for
external activities.

At the end of discussion, Engineer Mir Aboutalebi stated
,” Government allocates a greater amount for the export
of goods and services as compared with the previous
years . The private sectors in particular the construc-
tion companies should enter the labor market of this
country(Georgia) in an integrated and capable form to be
successful in competing with countries like Turkey.




istrative hierarchy properly and do not have sufficient
experience to respond to our very complex problems. Of
course , some of the ministers such as respectable Minis-
ter of Petroleum are individuals with sufficient executive
experience . For this very reason, surely, having Engineer
Ghasemi with more than 20 years of contracting experi-
ence, we will have growth in the sector of oil and gas.

Completing the remarks of Engineer Malekyanifard , En-
gineer Mohammad Ahmadi, Head of Iranian syndicate
of M & E and industrial contractors said,” The topic of
private sector is not in conflict with the government , but
it is in line with interaction with it , so that the problems
could be solved through mutual cooperation. The private
sector asks the government to meet its promise and ob-
serve the exact regulations. We are administrative arms
of the government , but unfortunately, these executive
hands are going to be cut due to lack of observance of
regulations. Government should accept us beside itself ,
see our services and utilize it.

Continuing the discussion, Engineer Saadatmand stated,
“ Another problem which construction industry facing
with is the lack of necessary legal position for the guilds
to perform its duties . This has reduced the influence of
our organizations . In order to remove such a weak point,
we have formed a group and engaged in negotiation with
the Development Commission of the Parliament. We

could create the preliminary steps to form an organiza-
tion , so called, “ Contractor’s Organization”, so that we
can gain our own legal position. When we were in the
last stages of this process , the topic of improvement
of business climate was put forth. We also reviewed it
abruptly and saw that whatever we desire to gain through
Contractor’s organization , can be met through improve-
ment of the climate of business. So , we stopped the proj-
ect of Contractor’s Organization to show that voice of the
private sector is a united voice.

Emphasizing Engineer Saadtmand’s words , Engineer
Ahmadi stated, “ The diversity of associations is because
of their expertise and for solving the problems faster , but
at the end , the Coordination Council as the representa-
tive of all associations tries to solve the problems.

At the end of press conference , Engineer Malkyanifard
said,” At present , all contractors are facing problems ,
since the rate of their work is not paid ( with the excep-
tion of those who are familiar with the decision points
exceptionally or enjoy specific facilities). We love this
country and no group is more faithful to revolution’s ide-
als than contractors , so round the pivot of national inter-
est, our logical requests should be considered. Some reg-
ulations including the law for opening document credits
for the projects have been legislated in support of private
sector , which we demand their implementation.

The results of the commercial and economic missions were discussed in a Meeting.

The necessity of institutionalization and
accumulation of resources for working

In Georgia

In May 2012, the Head of Iran Chamber of Commerce
Industries and Mines, (ICCIM), leading a commercial
and economic delegation paid a visit to Thilisi, Georgia.
There, he voiced the readiness of Iran in contributing to
construct ports in Georgia. He also expressed the readi-
ness of Iranian companies to participate in the projects
related to the reinforcement of commercial infrastruc-
tures of Georgia.

The Iranian delegation also attended the Regional Meet-
ing of International Trade Chamber, which was held on
29th May concurrent with its visit to Georgia. In that
delegation, there were some representatives from con-
struction companies in the area of issuance of technical
and engineering services and food industry.

In line with this activity, on 9 June, 2012, a meeting was
held to review the outcome of this visit at the venue of
ICCIM in the presence of Engineer Seyed Mehdi Mir
Aboutalebi, Deputy for International Affairs, ICCIM,
Engineer Javad Khansari and Engineer Kazem Sammak.

At the beginning of the meeting, a report was presented
on agricultural affairs and the related investment op-
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portunities in Georgia. The report read”™: “Georgia is an
intact land for investment. It offers a hundred percent
ownership to investors and has a favorable condition for
agriculture”.

Furthermore, Engineer Javad Khansari , the Deputy Head
of Board for the Association of Construction Companies
said,” Through our discussions with the General Director
of Roads and Bridges of Georgia on international tenders
and credit supply , we learned that they do not distinguish
any difference between local and foreign companies in
tenders , but due to the fact that most of the credits of
these companies are supplied by the banks of the world ,



many coefficients such as the coefficient of the region
and overhead coefficient had not been included. Unfortu-
nately, with regard to the price changes , the contractors
do not pay attention to this issue in the price proposal
and the employers conclude a unilateral contracts. The
result of this action is the bankruptcy of the contractors
of private sector and stoppage of developmental projects
in the country.

Engineer Ahmad Reza Chabok , Secretariat for the Ira-
nian Civil Contractors Center : Stating that the center has
25/000 members, he said,” unfortunately , in the last five
years , certain contracts have entered the construction
sector which are against the construction and national
interest”.

He added, “ In these contracts, the contractors who take
part in the tenders announce the price in infrastructural
or key forms whereas , regarding the inflation growth
and sinuous diagram of inflation in the past years , these
contracts were rejected by the contractors from the be-
ginning.

He further continued,” These types of contracts are not
proper for the economic condition of the country . It is
such that in the last five years, 70 percent of construction
companies have experienced many financial damages
within the framework of these contracts .

He emphasized,” Though we believe these types of con-
tracts are suitable for the countries with a relative eco-
nomic stability , but when it is not possible to present an
exact figure for the inflation rate and market flow , it is
not possible to sign a fixed price contract.

He added, “ In a written request, we requested the gov-
ernment to return the contracts to the previous trend , i.e.
the modification contract with regard to the conditions of
economic variables and the implementation of the sec-
ond phase of the purposeful subsidies.

Engineer Saadatmand , Deputy Head of Board of Direc-
tors, Iranian Civil Contractors Center stated, “ Our main
problem in this guild is that the government does not
practice its commitments towards the private sector . All
other problems are resulting from this big problem . If
we could direct the government’s view to make its com-
mitment towards the private sector practical, we will take
great and big steps in that direction.

Engineer Mahdi Radpour , Representative of the Asso-
ciation Qil, Gas and Petrochemical Industries companies
expressed its views in two parts. He said ,” As mainly
the members of OPEC are cooperating with the Ministry
of Petroleum , and while appreciating the already per-
formed activities by the respectable Minister of Petro-
leum , the above performances can be used as a model to
solve the problems of the contractors in other ministries.
For instance, we may refer to the formation of a com-
mittee for the development of local power consisting of
the delegates of the oil industry in private sectors . This
committee moves in line with solving their problems. Or
in connection with the price list of the year 2011 , in the
last action, the respectable minister has asked to form a

meeting to study the oil industry contractors’ problems .
Hereby | would like to take this opportunity to request
to keep us informed about the exact date of the meeting.

In the second part of his remarks, he added, “ As far as
the private sector does not decide to solve its problems,
no body can solve its problems from outside. It should
not be forgotten, in order to solve the problem, all asso-
ciations should move shoulder by shoulder of each other.

Engineer Malekiyanifard , Head of the Association of
Construction Companies: ,” The lack of necessary sen-
sitivity by the government in implementing its commit-
ment towards the private sector is not in line with the
supply of national interests. Weakening the private sec-
tor is not in line with the promotion of national interests.
The private sector should be given sufficient attention
, because paying attention to this sector will make de-
velopment of the country. Lack of commitment of the
government in performing its commitment will cause the
weakening of the private sector, irregular growth of gov-
ernmental companies , higher price of the projects, and
weakening the contractors and lack of development of
the country.

Referring to the fact that the problems of the private sec-
tor has been prevailing , he emphasized, “ most of the
activists of the private sector are facing problems in one
way or another and lack of attention in the side of govern-
ment to this sector will annihilate the national interests.”

Responding to the question of the reporters who were
asking about the exact rate of price increase , Engineer
Malekyanifard said , “ The price list, is a meter to esti-
mate the projects. Some people think that concealing the
prices is a service , whereas , we as economic activities
believe that this is a pure mistake”. Emphasizing that the
price list should be updated , he added, “ If the meter of
measurement is wrong , then the estimate of projects will
be also wrong . Since the credit supply is made based on
the primary estimation , so that the implementation of
contracts becomes longer”.

Engineer Malekyanifard added, “ In the publications of
the Monitoring Section of the Management Organization
, it is written that up to 90 percent of the factors affect-
ing the prolongation of the implementation of projects is
resulting from the primary wrong estimation and lack of
on-time credit supply. The meter of measurement should
be defined year by year and based on the realities of the
day ,so that the projects can be implemented on time. Un-
fortunately , some of the individuals who are in the deci-
sion making and decision taking centers for the technical
and engineering professions , have not paved the admin-




related associations.

Hereby, we would like to call the kind attention of the re-
spectable readers of this Monthly Review to the detailed
speeches of the meeting.

Engineer Manouchehr Malkeyanifard , Head of the As-
sociation of Construction Companies: “ Historical stud-
ies show that it is possible to develop countries through
privatization . However , and unfortunately , the private
sector has many problems which should be solved by the
statesmen through paying sufficient attention. Despite
many rules which are supplementary to the Principle 44 ,
the Parliament legislates a rule and government does the
job based on its interpretation in many cases .

What is put forth under the name of industrial civiliza-
tion in the societies , have been formed by contractors
and constructors . If we delete the services which have
been done by the constructors in many regions of Iran,
out of the civilizational attractions, there will remain only
a dried desert.

The significance of the private sector in particular the
contractors of the construction industry in the country is
equal to national development and creation of job. So,
ignoring these contractors is in a way ignoring the em-
ployment and development in the country”.

Stating that the construction industry undertakes at least
a share of about 20 percent of the employment in the
country , he said,” at present , there is a full lack of atten-
tion to the private sector by the government . It is such
that after making the subsidies purposeful , the effects of
the increase of the production rate has not been paid to
this sector by the government. The imposed bottlenecks
by the countries in the world on Iran which gave rise to
the increase rate of currency exchange , has a direct im-
pact on the work of this group of contractors to the extent
that the projects will be stopped in practice. All compa-
nies of private sector will have no way but to downsize
and modify their personnel and this trend is against the
principle of job generation.

Engineer Malkyani Fard added, “ In general , the method
of the contract of construction in Iran is in this manner
that the contractors have a right to propose the price of
the day without inclusion of inflation in the tenders . The
executive bodies and contractors have accepted that the
Management Organization publishes the inflation rate
under the title of professional indexes , so that the costs
will be modified . This payment which is one of the con-
ditions during the contract has been fully ignored . This
gives rise to this doubt that the statesmen think having
removed the problem surface , the problem will be solved
, Whereas this will lead to the annihilation of the private
sector. In order to solve these problems, | suggest that it
will be proper to approve a law in the parliament under
the title of “ constant improvement of business climate”
and to be implemented. We ask for the exact implementa-
tion of this law.

Engineer Mohammad Ahmadi, Head of Iranian Syn-

dicate of M&E and Industrial Contractors:

If government does not consider the problems of the
contractors of the construction industry, there will come
a day in which we will face problem even in producing
doors and windows of a building”. He added, “ Unfor-
tunately, the costs imposed by the plan of purposeful
subsidies to the price list has not been given attention
by the government . Announcing the modification with
the unreal coefficients , along with regulations related to
the tax system on added value , the lack of observing the
rules by Social Security Organization , lack of payment
of the delayed payments of the contractors and bank
problems all demand the adoption of basic measures by
the government and unfortunately, they are ignored by
the government.

Engineer Ahmadi emphasized,” in a comparison , we
should say if contractors demand payment from the gov-
ernment for 5 billion Tomans , due to delay in payment
of these debts, in lieu of that, they get into debt to banks
for 15 billion Tomans.

Engineer Ahmad Mahdyar , Head of Iranian Associa-
tion of Water and Wastewater Industry Companies said,”
There are three main resources to supply the financial re-
sources for a project which includes : the budget or the
employer’s credit , the resources which are input by the
contractor into the project and commodity -service credit
purchase in the market. At the same time, the delayed
demands and sanctions have increased the rate of foreign
currencies and have diminished the financial affordabil-
ity of the contractors.

Engineer Mahdyar said, “ The lack of on-time payment
of the payment demands by the employers has stopped a
main part of project liquidities, Most of the work places
are facing the delayed payment and debts to the market
and banks and if trends to continue , and the government
remain indifference towards contractors’ problems, then
we will face not only unemployment , but also the export
of technical and engineering services will also decrease.
The Iranian companies in most of the countries in the re-
gion and in particular in Iraq, Africa and Venezuela hold
large projects and the problems of their local liquidities
will prevent them to continue their activities in other
countries.

Engineer Javad Khansari, Deputy Head of the Board of
Directors, The Association of Construction Companies
said, “In order to remove the problems, the contractors
of 7 associations get together and formed a committee
entitled “ emergency committee. In the beginning , a let-
ter was sent to the honorable President to pursue the case
. In the following stages , some other letters were sent to
the high ranking officials as a follow up to that letter and
they were asked to seek a solution to solve the problems
of the contractors at the construction industry.

He added,” Today , the tenders in the country are held
based on the list of the prices of the year 2009. This list
of price is not compatible with the present rate ( where
the prices have increased by 200 percent due to many
reasons). In addition , in the price list of the year 2009,



7- Up to this date ( June 2012) , still the claims of the
contractors of the developmental projects have not been
paid. As it was mentioned, some managers of employer
sector perhaps think that these figures are the profits of
contractor’s companies , so that possibly , they do not
show necessary sensitivity. At the same time , most
of these types of contractor companies are indebted to
banks more than their claims and to the free market due
to supply of expensive money . They have pledged all
the facilities of their families , relatives and close friends
and are forced to pay heavy interests and damages of due
payments. The employer sector has made them wan-
dering about in the twisting channels of administrative
bureaucracy. These types of contractors gives interest
to persons and banks to pay their own commitments in
one hand and on the other hand, by receiving their claims
along with delay, the value received by them is melted by
inflation and price increase. This was mentioned in the
beginning of the article with a numerical example.

8- The lack of revision in the coefficient of contract and
adaptation , and in other areas of contactor of develop-

mental projects including road making , omission of the
overhead coefficient , regional coefficient and the co-
efficient of traffic orientation , and lack of payment of
in-advance payment ( which are among the main instru-
ments of weakening a contractor) has accelerated ground
for the annihilation and disintegration of these types of
companies.

In this regard, the respectable government is expected
to issue necessary orders to move out these conditions .
Today we should pay sufficient attention to our own be-
longings and save engineering and contractor companies
of developmental projects from bankruptcy and annihila-
tion , because this great technical and engineering col-
lections are the national capitals of the country . They
supply about 20 percent of the national employment and
if they possibly gain a profit , they will invest it in pur-
chasing machineries and equipments for the country and
add to production and employment in another trend. The
present conditions of the country demands empathy and
mutual assistance of governmental and private sectors
more than in the past years.

It was announced during a press conference:

The contractor engineering companies of the
construction industry for developmental projects at
the threshold of closure

* Lack of commitment to the implementation of
commitments, the plague of the national interest

*We will face problem even in producing doors and
windows

*The export of technical engineering services will be
stopped.

* The fixed price contracts are against the construction
and national interest

* Transnational projects of Iranian contractors are
under the influence of local financial problems

The government’s resistance to pay the delayed payments
of the contractors of private sector and active construc-
tion companies and the impose of figures related to the
costs of construction in the year 2009 in the contracts of
the year 2011 made a condition that the senior managers
of developmental associations sent an open letter to the
President and other statesmen. Thereby, they proposed
certain proposals in five pivots and requested to speed
up the process of payment of the delayed payments, to
update the suggested prices in the contracts, to arrange
the possibility of using the opening of bank credits in Ri-
als and foreign currencies of the projects by banks and to
issue an order to remove the problems resulting from the
transfer of foreign currencies.

eld

title of “ emergency conditions for the contractors of the
private sector” to follow up these letters at the venue of
the Association of Construction Companies. In the meet-
ing, the representatives of seven associations of the active
private sector in the construction industry were present
including: The Association of Construction Companies,
Iranian Syndicate of M&E And Industrial Contractors
, Association of Petroleum Industry , Engineering and
Construction Companies , Iranian Association of Water
and Wastewater Industry Companies , and Iranian Civil
Contractors Center .

Engineer Manouchehr Malekyani Fard , the Head of
Board of Directors of the Association of Construction
Companies, Engineer Mohammad Ahmadi, the Head of
Board of Directors of Iranian Syndicate of M&E and In-
dustrial Contractors , Engineer Ahmad Mahdyar from the
Iranian Association of Water and Wastewater Industry
Companies , Engineer Javad Khandari, Deputy Head of
the Board of Directors of the Association of Construction
Companies , Engineer Ahmad Reza Chabok , Secretariat
for the Iranian Civil Contractors Center , and Engineer
Hasan Saadatmand , Deputy Head of the Iranian Civil
Contractors Center presented lectures on behalf of the




The other request of seven organizations from the Presi-
dent of I.R. of Iran in the mentioned letter was to issue
an order to communicate the price lists of the base price
of the year 2012 in the price of the say and independent
from the lists of the previous base prices.

The third request of the letter was to open the credit
document(L.C.) in Rials and foreign exchange of project
by banks whose legal documents exist but the banks re-
frain to perform the approved law.

In the mentioned letter, another request addressed to the
President was in connection with the issuance of an or-
der to remove the problems resulting from the transfer
of foreign exchange to abroad to buy goods and pay the
contractor’s claim to the supply chains.

In the last part of the letter addressed to the President ,
it was requested to agree to establish a committee with
full authority in the presence of the representatives of as-
sociations to overcome the emergency conditions . This
would help to deal with the conditions of member com-
panies of these associations which are at the threshold of
bankruptcy and closure immediately.

Without exaggeration, it should be said that the contrac-
tor engineering companies of developmental projects
have not been facing such a destructive status in any pe-
riod . The situation of contractor companies which are
the agents of developmental projects demands much time
to be explained. In order to grasp the nature of their prob-
lems, once again , their problems are reviewed from the
beginning:

1- In most of tenders, the tenders documents are not
transparent and full. The executive contractor company
are forced to receive these incomplete documents and
take part in the tenders. If they win the tender, then face
many legal problems , and difficulties resulting form
insufficiency and lack of transparency of tender docu-
ments. In order to solve each of these problems, much
time and energy is spent by managers and in some cases,
a very heavy cost is imposed on the project executive.

2- Basically, the tenders are not held in an equal condi-
tions . Some of these companies which are affiliated to
the governmental institutions or the public sector , under-
take the tender of very large projects with specific privi-
leges and in some cases with the instruction of leaving
protocols of tenders . Then the contractor engineering
companies whose experiences are sometimes equal to the
managers’ ages of these companies , should be prepared
to work as second-hand contractors for them.

3- Mainly , in the tenders which do not include the in-
struction of leaving the protocols , the employer sector
considers the lowest proposed price as the winter of the
tender , whereas , the lowest proper price with the weight
average of suggested prices should be taken as an stan-
dard . Unfortunately, many newly emerged companies
present non-expert prices to gain name and add to their
record , but they face problem in practice . Then the proj-
ects are facing a prolonged time or closure, or they may

be implemented several times more than the base price .
In some cases, the employers is forced to amend or direct
the project in a way through some supplements to the
project . At the other side, it is possible to use the world
prices in particular feedback or methods of multivariable
standards of fuzzy equations, to calculate the best and
most suitable project price by the senior manager of the
employer sector , so that the national interest will not
face damages due to unrealistic prices.

4- Every year , in the total country budget , in particu-
lar in the public budget of the government, for the pos-
session of capital assets , the budget of developmental
projects is presented in an acceptable figure. However,
during recent months, with the emergence of problems
for the current budget, the government withdraws and
takes from the developmental budget. It is such that up to
the end of the year , less than 50 percent of the approved
developmental budget is allocated for their credits . This
creates problem for the developmental projects and con-
tractor companies of developmental projects. On the oth-
er hand , as the remaining developmental budget should
be divided obligatory between the remaining projects (
such as incomplete project in the process of completion
and implementation) , current project and accumulated
claims of contractor’s companies, so such a condition is
led to the nullified chain of problems with a high syn-
ergy. This makes slow or stops all projects which have
been designed within the framework of Development
Plans and Mission Document of 2020. Consequently ,
it disturbs their employment and product generation. If
they are completed in a not far future, because of speedy
change of technologies, will not have enough power to
compete. On the other side, the contractors of these series
of projects which take part in tenders with the fixed pric-
es of the base year ( 2009) , but they face the speedy rise
of the prices during the years of execution , this makes
them face various problems in paying their debts.

5- Due to the compensation of the shortage of current
budget of the government from the developmental bud-
gets , the statements sent by contractors in the employer
sector to be faced prolongation in payment . Then con-
tractors resorts to the free market and banks to supply its
liquidity and fulfill its commitment and pledges all assets
belonging to himself and his family.

6- Adjustments(modifications) are not responding the
speed of price growth and the difference of the basic
price , with the real price does not compensate the items
needed for the project in the market. When the price of
the base year of the round bar is 650 Tomans but in the
year 2011 , its price increases to 1400 Tomans, if we add
the overhead costs to it , it shows a figure over 2000 To-
mans. That is to say , only the round bar shows a growth
and price increase of about three times ( three hundred
percent). Or when the price of tar is increased each ton
for 800 thousands Tomans and the increasing proportion
in thousands of consuming items are similar , then with
what kind of adjustment , it is possible to compensate it?
. By the way, the indices of the adjustment of all prices of
the year 2011 and the first three months of the year 2012
have not been announced yet.



Editorial

The emergency conditions of the contractor companies
of developmental projects require specific attention of
the statesmen

It might be interesting to start the editorial with a report
of an event which was observed by us.

One day, there occurred a verbal dispute over the price
between a taxi driver and a passenger. After the end of
this dispute, the driver was asked whether it was good to
use taximeter as a measure and put an end to such kind
of nervous conflicts? . The driver had a look and said,”
taximeter should be used in countries in which the prices
are at least fixed for a year . What is our fault as a taxi
driver. Why should we keep the priced fixed for a year
against the daily, weekly and monthly increase of the
prices of general livelihood necessities and spare parts.
The government should keep the prices at least from the
beginning to the end of each year fixed , then we will
also use taximeter as the measure and standard of taxi
price for that year.

This analysis by the taxi driver was very instructive.
Sometimes, we pass people simply and consider them
as ordinary people. But in fact they are very deep and
broad minded. They evaluate issues logically and make
conclusions. This dialogue reminds us the contractor en-
gineering companies for developmental projects . They
are forced to take part in tenders based on the price of
the year 2009 and perform the developmental projects in
the price of the day which sometimes differs more than
200 percent with the base price of the tender. Moreover
, they should spend much of their time and energy in the
intricate trend of administrative bureaucracy, so that af-
ter months of referring and following up , they could be
able to change part of their price list into cash with many
amendments and part of their demands to remain in the
debts of employer sector.

Regretfully , some managers of employer sector may
think that this rate of payment demands is the specific
profit of the contractors of developmental projects
and delay in its payment will bring about no problem.
Whereas , the contractor engineering companies of de-
velopmental projects are indebted equal or sometimes
more than their demands to the bank system ( by de-
positing various types of guarantees) or are indebted by
supplying the resources of costly money from informal
sectors. Suppose , one of the contractors of the develop-
mental projects to be a creditor from the employer sector
for 1/440/000/000 and if suppose the rate of the bank
interest or inflation equal to 20 percent ( whereas receiv-
ing credits from banks are with a rate much more than
this rate) , if the claims of the contractor to be paid by the
employer after 2 years , the future value of the contrac-
tor’s claim from the employer’s sector can be obtained
through the following relations:

Pv _ 1,440,000,[]0[}_ 1,440,000,000
T+ 40, 2

Fv= Future value Pv1=q9resent value K=interest rate
N=Number of years

Fv=

=1,000,000,000

Therefore, if the contractor collects its claim after two
years , in fact , its value will be equal to 1/000/000/000.
That is to say , in practice, the employer’s sector has im-
posed 440 million Tomans damage to the contractor of
the project . In other words , the power to purchase of the
amount which is received by the contractor has reduced .
Now if the interest rate of the supply of credits from the
banks is higher than this figure ( which is so ) , the rate
of project contractor’s damage will be much higher with
regard to the decrease of purchase power.

Taking into consideration this short introduction , it can
be concluded that the relationship between employers
and contractors sectors should be based on fairness, pro-
fessional ethics and more importantly Islamic values Ac-
cording to Amartya Sen( paraphrased) , if we take away
ethics from economics , the human society will turn into
an unbearable jungle. If we do not enter fairness into the
social relations and interactions , the basic principle of
win-win which is one of the factors affecting the devel-
opment will be supplied in the mutual social action. So ,
the employer sector , due to its position , should consider
the index of further fairness and better ethics in contrac-
tor affairs.

The reality shows that the contractor engineering compa-
nies of developmental projects , day by day , as a result
of unbearable imposed difficulties are going to fall and a
kind of disappointment is shadowing over the contractor
companies of construction industry. With no doubt, the
continuation of this situation will endanger our national
interests . Given this attitude and intentions, and follow-
ing frequent consultation , the Association of Construc-
tion Companies formed an emergency committee in the
presence of seven associations which were the executive
of developmental projects. This was an effort to move
out such a condition . The meeting of the emergency
committee came to this conclusion that it will be good to
reflect the difficulties of decline of contractor engineer-
ing company through a letter addressed to high ranking
officials including the respectable President of I.R. of
Iran ( in average , these companies have more than 35
years record of construction ) .

On this basis , a letter was sent to H.E. Dr. Ahmadinejad,
the President of I.R. of Iran on 14 May, 2012. In that let-
ter, a reference was made to the 20-percent share of some
thousands contractor companies of the private sector in
the national employment. There the president of I.R. of
Iran was requested to issue an order to have the employer
sector to implement the following cases in respect of de-
velopmental projects:

1- The adjustment(modification)index of all prices of the
year 2011 which is part of the duties and commitments of
the governmental employer sector , to be communicated
with real, proper and harmonized with inflation coef-
ficients. It is worth mentioning that communication of
the adjustment will not meet the irregular increase of the
prices of items and consuming materials of the projects
in some three-month periods , and must be practiced in
the coefficient of a contact and basic revision in harmony
with the realities of the day , however, it was requested
from the President to communicate the order.
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