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for the equipment of work place in the present code of
practice with banks in general. Also with regard to the
ways of creation of money in the present world , we ex-
pect the Association of the Construction Company not to
make themselves dependent on these facilities and mainly
use the supportive umbrella of the government for the
facilities of the stages of the work.

Referring to this issue that in the mechanism of supping
resources for the project, there is a reference to land and
construction fund which has its own law and instruction
, Engineer Kangani said “ there is a need to a bank to
confirm it and so far such an action has not occurred”. In
the support law , in Article 4, the responsibility of intro-
ducing the builder(developer) to the executive banks , is
undertaken by the Holding Company of Urban Develop-
ment and Improvement of Iran , whereas in the code of
practice , the responsibility is supposed to be undertaken
by the Development and Housing Builders Company and
the mayor of the respective city.

Engineer Jamoor said that the law does not have any
problem , but it faces problems generally in practice.

Engineer Khazaei sadi,” in the contribution contract for
construction and other constructed items , the issue of pur-
chasing the lands for which the Holding Company is un-
able to buy that must be clarified. In addition , in the law
of supporting , article 10 , the Land Registration Offices
are dutiful to take action to make all registration operation
to delete passages, accumulation and detachment of docu-
ments in two months. If this job is not done within two
months , what will happen.

Engineer Jammor said” Land Registration Office has
voiced its readiness to do this job for two months and
there is no need for the code of practice , since there is
no ambiguity . Of course it is possible to request the land
registration office to provide us with a code of practice on
this case.

Regarding the sale price and freedom of action of the
Association in this issue , a question was raised by
Engineer Khazaei and Engineer Jamoor responded:

Government in this project is only responsible to pay
facilities and does not determine any certain rate for the
sale of units at all . After the end of the job , the activists of
consecution , determine the sale price of units themselves
in accordance with day expert price .

Engineer Khansari asked , if after two years , there is no
purchaser , should the builder pay the installment of the loan?

Engineer Jamoor responded, “ The construction companies
are bound to complete the units within 18 months. If after two
years, they are not succeed to sell the units, they should
pay the facilities in whole to the government .

Reacting to this words, Engineer Khansari , expressing
concerns for the possibility of lack of sale of these units
after the two-year civil contribution , addressing the of-
ficials of deteriorated textures suggested, * the intellectual
security will increase the risk power of the builder and if
the government could give a guarantee to the construction
activities to buy the units, the same as practiced in Mehr
housing project , then decision making would become
casier for the investors in this filed.

Engineeer Khazei said, “ After purchasing and accumula-
tion of units , what will be the destiny of the spaces which
are allocated to the streets and shared spaces . The owner-

ship of existing lanes and streets is with municipality and
the ownership of these spaces should be solved with mu-
nicipality .

Engineer Jamoor said,” the doorplates which are omitted
should be transferred to the neighboring plates”

Engineer Kangani asked, “ After buying and accumulating
the units, what will be the destiny of the spaces which are
allocated to streets and other shared spaces ?

Engineer Jamoor responded, “ The issue is to encourage
and the clearance is not the issue. Of course | have no idea
whether it is free of charge or needs to be agreed with mu-

nicipality.

In the continuation of discussions, referring to this issue
that the (13) code of practice has ambiguities, Engineer
Khazaei said the issue of guaranteeing the ownership doc-
uments to executive and non-executive banks should be
retreated , since the ownership of these units are not under
the control of the builder.

Engineer Jamoor said, “ With the definition of a working
facility package , we have provided an opportunity for you
to get facilities from several different banks.

In response to the question , at what stage, the owner-
ship of units will be transferred to the builder , Engineer
Jamoor said, “ The shared part will not be distributed until
it is detachable. Of course , it is possible to take action
to sell some of the units for the equipment of resources
through an agreement.

After putting forth the existing faults in the code of practice
(instruction) of renovation of deteriorated textures and re-
sponses made by the officials of the Ministry of Road and
Urban Development , Engineer Khansari suggested, “ with
regard to the executive power of the government to attract
the views of the residents of deteriorated textures to sell the
estates located within these limits , it is better to shift these
lands to the builders through government. Also , if an ar-
rangement to be made to receive the Rials value of the land in
two to three year installments from the activists of construc-
tion , it will be more effective than facilities and other helps.
By the way , 21% benefit for these facilities is too much.

Stating that the policy of private sector for the detachment
from governmental sector is a developed policy , Engineer
Jamoor said , “ however we are not able to transfer it by
receiving the Rials value of the land in installment and
without any interest , since we have a legal obstacle for
that. Government uses its legal tools to own the limits of
the deteriorated textures but the value of the land is deter-
mined in accordance with the expert price of the day and
government can’t consider any discount.

Referring to the earthquake of East Azarbaijan province,
Engineer Kangani said, “ with regard to the damages of
incidents such as earthquake , perhaps compensation of
it is beyond the power of the government . If government
wants to give subsidies for the improvement of deterio-
rated textures, it will not be a surprising issue.

At the end of the meeting and following the lack of final
consensus on the existing ambiguities , the delegates of
the Association of Construction Companies suggested to
have the route of negotiations to the executive route , so
that if mutually agreed, the negotiations to be continued
for the implementation of the following projects. For
this purpose and based on the suggestions of the heads
of construction companies , it was decided to introduce
certain lands to the activists of construction for the possi-
bility of performance of the model projects in four cities
of Tehran , Bandarabas , Qazvin and Mashhad and a visit
to the sites to be arranged.




Association of Construction Companies at the threshold of join-

The joint meeting of the Association of Construction
Companies and the officials of the Ministry of Roads and
Urban Development

The representatives of the Association of Construction
Companies in the meeting of Monday 10 Mehr (1 Octo-
ber,2012) in the presence of officials of the Ministry of
Roads and Urban Development exchanged ides on the
method of joining the Association to the issue of dete-
riorated textures.

In this meeting , the in-attendance were Engineer Jamoor
, Deputy for Planning and Development of the Hold-
ing Company of Urban Development and Improve-
ment , Mr. Mehrafshar , General Director of Equipping
the Financial Resources and Peoples Contributions and
Ms. Nafiseh Mojiri, Expert in Charge of Securities and
Investment of Holding Company for Development and
Improvement.

Concerning the completion of agreements and starting
new renovation cooperation , in the meeting , Engineer
Khansari, the Acting President of the Board of Manag-
ers of the Association of Construction Companies said,”
The situation of cooperation between Association and
the government in connection with the deteriorated tex-
tures should become transparent , so that the companies
will be able to join this area easy . For this purpose, we
put forth certain questions and hope to receive proper re-
sponses and take first steps for such a cooperation.

Referring to the existing discrepancy in respect of meth-
od of presenting facilities, Engineer Feridoun Khazaei
, the Acting Secretary for the Association of Construc-
tion Companies said to the representatives of the govern-
ment,” in the code of practice for the payment of the
facilities of Article 3, the amount of facilities for each
residential unit is 300 million Rials and for the non-use-
ful construction , each square meter is for 4 million Rials
, Whereas in the supportive package of renovation of de-
teriorated textures, the amount of facilities for the resi-
dential units in the method of non-industrial construction
is two hundred million Rials and for the construction in
industrial method is 250 million Rials .

In response to these views, Engineer Jamoor , Deputy
for Planning and Development of Holding Company
of Development and Improvement announced that the
facilities in accordance with Mehr housing project is 20,
22 and 25 million Tomans and said,” the cost for deterio-
rated textures is high .

We were interested in increasing the amount of these
facilities . However, based on the approval of the gov-
ernment, the facilities for 30 million Tomans have been
agreed upon, but the Central Bank does not have a posi-
tive view in increasing the facilities . The activists of the
construction market are expected to work with the per-
vious facilities . There is no doubt that different banks
have different methods and there are certain authorities

ing the project of deteriorated te

xtures

which under the control of board of mangers of banks
and they are not related to the credit line. Our preference
is to have the presentation of facilities in a homogenous
way in the country , but if there is a difference , this
should be related to specific projects in which the meth-
ods of payments are different.

Referring to the fact that the facilities announced by the
government has been a base from about 8 years ago to
pay the facilities, Engineer Kangani , Member of the
Board of Managers in the Association of Construction
Companies reminded, “ the existing facilities , with re-
gard to the daily increase of construction cost can not
make a noticeable help with construction developers
. The type of buildings and necessary costs to imple-
ment them are different from each other . Moreover, one
should leave a high cost for the site development in de-
teriorated textures and supply the landscape work. If we
were able to do this job 8 years ago with such an amount
for a building unit, there is no doubt, with the noticeable
changes of prices , we are not able to do that now. Who is
supposed to pay this amount differences?

In response to this question, Engineer Jamoor pointed
out,” we should control the pivot of our discussion round
our available assets. You are investors and we only pre-
pare ground for investors like you by granting facilities .
The mentioned facilities are only for the construction of
residential units and the responsibility to supply the cost
of site development , shared areas and other spaces are
undertaken by the investors.

In the continuation of discussion and referring to this
point that there are some noticeable ambiguities in the
text of code of practice for the payment of facilities to
housing construction in the deteriorated textures for the
construction activists, Engineer Khazei announced, “ it is
better for the government to make the method of payment
of the installment of facilities to construction companies
transparent. In the text of the presented code of practice
by the government , in the Article 9 , there are certain
conditions for the payment of the installment of facili-
ties. In other words, after the end of foundation, frame
and ceiling , rough work and then finish work , 15, 40, 30
and 15 percent of loan is granted as facilities , whereas
the construction companies are not able to receive these
facilities in all units due to work on different blocks up to
the end of each of the above-mentioned stages.

As for this issue, Shahriyar Mehrafshar , General Man-
ager for the Equipment of Financial Resources and
Peoples Contribution at Holding Company of Urban De-
velopment and Improvement of Iran reiterated,” though
the method of payment the installment of facilities are
presented in this manner in the code of practice, but if
necessary , it is possible to negotiate to receive a spe-
cific percentage of this amount . For example, if even
50 percent of the total project has reached to the stage of
foundation, it is possible for the builder and developer
to receive up to 15 percent of the facilities related to that
50 percent .

Continuing this very debate, and referring to the situation
of the market and fluctuation of prices, Engineer Pour-
shirazi , another member of the Board of Managers of
the Association of Construction Company emphasized
on the necessity of a faster action to buy materials which
demands higher percentage of payment of the facilities
in the early stages of the work . In response , Engi-
neer Jamoor said, “ At present we do not have a payment



Studies show that if the price of foreign currency and
following that machineries in the country has become
double , the spare parts of machineries has had a higher
growth and a growth between 4 to 7.5 times. It is such
that the price of roll bearing 12260SKF , of Jaw crush-
er100x120 “ WIST” has increased from 4 million Tomans
to 30 million Tomans, i.e 7.5 times . This standard and in-
dex of the increase of costs can be clearly observed in the
rate of hourly hiring of some of the machineries. In such
a condition , maintaining and supporting the contractor
companies of developmental projects, as the undertakers

of development infrastructures are among the necessary
duties of the employers of governmental sector . The
lack of on time payment of their Performa and due claims
of the project executive contractor and the lack of appli-
cation of price modification in the base price inventories
will make this engineering sets to face a full annihila-
tion . This will also destroy the technical and engineering
capitals of these companies which have consolidated the
bases of technical knowledge in the country. In that case,
the foreign companies will impose their will on the engi-
neering affairs of the country and will move out a part of
the foreign exchange resources from the country.

The issue of difficulties of purchasing machineries due to foreign exchange

fluctuations was discussed in the presence of the representative of the Spanish
Manufacturers Association of Construction & Mining Equipment.

Unemployment in Spain with a rate of 25 percent has

reached to the borderline of five million and 700 thou-

sands people. The situation resulting
from the increase of inflation and re-
duction of incomes has given rise to
the daily increase of demonstrations
and strikes in different spots of the Eu-
rope. The crises of Spain started since
2008 with the explosion of the housing
bulb. According to the experts, this cri- =N =
ses will continue at least for four years. ,_,J

The law of the increase of tax on added value has been
enforced since current September in Spain and it has had
impacts on the markets of this European country in less
than a month. It has also accelerated the rate of annual
inflation and has made Spain move out the limits related
to the countries which must observe sanctions due to its
specific conditions.

In such a condition , the representative of the Spanish
Manufacturers Association of Construction & Mining
Equipment was introduced through Iran —Spain Joint
Chamber of Commerce to the Association of Construc-
tion Companies to discuss the possibility of cooperation
of its member companies.

This meeting was held on the 1st October, 2012 in the
presence of Engineer Freidoun Khazaei , Acting Presi-
dent of the Association of Construction Companies , En-
gineer Reza Varzandeh , Member of Board of Managers ,
Engineer Mohammad Kangani , Member of the Board of
Directors , Dr. Ghomreza Alizadeh , Executive Manger
of the Company for Guaranteeing the Construction Com-
panies and Member of the Commission of Publication of
the Association as the representatives of the Association
of Construction Companies.

Reviewing the present economic situation in Spain and
mutual areas of cooperation , the respective representa-
tives were ready to hold talks on the existing fields of
collaboration and the potential of member companies.

Mr. Naser Arabani , was also accompanying the repre-
sentative the Spanish Manufacturers Association of Con-
struction & Mining Equipment.

Presenting some information about the
member companies of the Association,
Engineer Forouzandeh talked about the
problems of transfer of money from Iran
to other countries.

Mr. Sanza stated, Spain is interested in
developing cooperation with Iran and
other countries.

After presenting some explanations about the construc-
tion building and projects related to that in Iran by Engi-
neer Kangani , Engineer Khazaei referred to the incom-
plete projects whose necessity of completion has been
agreed and added,” it will be a good opportunity for the
Spanish companies to develop cooperation in this area”.

Most of the talks were around the fluctuations of foreign
exchange currencies and increase of the price of dollar
which has prevented the member companies to be able to
buy machineries. At the same time, given the economic
conditions, the activists of construction in Iran are on
the opinion that, any kind of cooperation with the Spain
should be planned through careful studies.

The Spanish side expressed its full preparedness for
any kind of cooperation with the contribution of Iranian
companies in the local and foreign construction projects.
The Association also proposed to hold a seminar on ma-
chineries manufactured by Spain and it was decided to
continue negotiation with Spanish embassy on this issue.

At the end of this meeting, Engineer Khazaei suggest-
ed that it will be appropriate if the Spanish companies
send their questions on the Association of Construction
Companies and its potentials in written form , so that the
Association will be able to present explanation on the re-
lated topics and cultivate the possibility of further coop-
eration with Spanish companies.




present situation , one of the most effective ways to re-
duce inflation can be made through increase of the rate of
investment interest in banks and to orient the wandering
money resources towards depositing in banks.

B- Income policies . In these types of anti-infla-
tionary policies, usually the government intervene in
market and identify and control the factors producing in-
flation . As the technical debates are very long , so we cut
it here and deal with the main topic of our debate which
is the impact of increase of construction materials price
and effective inputs on developmental projects.

The existing realities show that the price of materials and
inputs related to the developmental projects have found
a fast trend . In other words, it can be said that they have
become subject to a moment accelerating changes . On
the other hand, with the emergence of such a condition
, the sellers of these necessary inputs for developmental
projects refuse to sell their products. Those who agree to
sell, they also ask for cash for their goods. So , in such
a condition, the possibility of implementation of devel-
opmental projects for contractor engineer companies of
developmental projects is very difficult and beyond one’s
power. This occurs within a condition in which the con-
tracts have been calculated based on the base price of the
year 2009. The executive contractor of the project should
prepare it with the price of the year 2012 and spend it.
By the way, the Performa invoices are not paid on time
. As the statistic show , the due claims of the contractor
sector of the developmental projects from the employers
sectors is about 12 thousand billion Tomans. Receiving
this amount from the employers sector in the present situ-
ation is very far fetched and impossible. According to
the representative of Ardakan people in Islamic Consul-
tative Assembly ( Parliament), the general budget of the
country ( which is different from the total budget of the
country) is 144 thousand billion Tomans in 2012 which
include the followings:

Developmental budget : 40 thousands billion Tomans
Current budget: 100 thousand billion Tomans ( 60 thou-
sand billion Tomans of it is related to the salary and wage)

Financial budget : 004 thousand billion Tomans

Total general budget of the government : 144 thousand
billion Tomans

With regard to the sanctions, if 50 percent of the budget
to be met , then the general budget of the government will
be equal to 72 thousand billion Tomans. i.e. The general
budget which will be materialized is: 144x1%% =72

The remaining budget for developmental projects is
72-(60+4)=8

So it seems what remains in 2012 for the budget of de-
velopmental projects is about 8 thousand billon Tomans
. This figure neither responds to the previous claims , nor
can cover the demands of new developmental projects.
By the way, Dr. Ahmadi Nejad , the respectable Presi-
dent of I.R. of Iran has estimated the general budget of

the country to be about 157 thousand billion Tomans and
its rate of fulfillment about 95 thousand billion Tomans
. With these figures, the estimation and supply of devel-
opmental budget for half left and new projects is very
farfetched.

Considering what was discussed, the price of round bar
has changed from 650 Tomans in 2009 to about 2500 To-
mans , i.e. about 400 percent price increase. The rests of
necessary items and inputs for developmental projects , if
not having a rise in the price , definitely they are subject
to inflation and price growth at the same rate. In order to
prove this claim , we consider the price of tar . In 2009
, the price of per ton of it was 340 thousand Tomans . In
2012 , it amounted to about 700 thousands Tomans. Tak-
ing into consideration that more than 50 percent of the
Rials economy of the asphalt which is built is related to
the cost of purchasing tar and fuel , naturally , the sup-
ply of such a financial resource in the start of the job is
impossible for the executive contractor of developmental
projects. The reason is that the contractor companies of
developmental projects are technology-oriented compa-
nies with technical and scientific capitals and they must
not be considered as investing companies. The supply
of 50 percent of their activity costs , on developmental
infrastructures is a big unjust dealing which is beyond the
power of these types of technical and engineering compa-
nies. Meanwhile , if based on an impossible assumption
, these financial resources to be prepared and supplied
by a contractor company of a project , then its payment
will be impossible due to the features of budget in the
difficult situation ahead and due to what was announced
by the respectable representative of the parliament in re-
spect of budget resources which is increasingly depen-
dent on oil revenues. The employers sectors , with such
a perspective will be unable to pay their agreed Performa
and modifications. This will bring about the bankruptcy
and annihilation of contactor executive companies and
the social capitals of contactor engineering companies of
the developmental projects. By the way, these conditions
threaten also their family life . | do not want to enter the
discussion on the effect of this trend on the family and in-
dividual life of the mangers of the contractor companies
of developmental projects. You can guess the story based
on these short clues.

It is worth mentioning that the increase of prices is not
limited to the prices of construction materials needed
by the projects with a growth of about 300 percent , but
it enters the affiliated sectors in form of Markov chain.
It is such that the price of spare parts necessary for the
project machineries has been increased in the same trend.
The comparison of prices between the second half of the
year 2011 with the first half of the year 2012 shows this
reality that the price of some spare parts such as Bosh
and Piston of the Bulldozer D155 has increased from
4.5 million Tomans to 13 million Tomans which shows a
growth of about 3 times. The serve pump and excavator
470 Dousan , has had about 5 times price increase, i.e.
its price has changed from 600 thousands Tomans to 3
million Tomans and the full starter of Bulldozer D155
has changed from 900 thousands Tomans to 3.5 million
Tomans , i.e an price increase of 400 percent.



Editorial

The impact of the fast increase of the construction material prices on

developmental projects

In order to start discussion on the effects and conse-
quences of the irregular increase of the price of construc-
tion materials on developmental project, I find it neces-
sary to present the influencing factors on the formation
of inflation briefly.

The economic scholars and theoreticians have defined
inflation as the irregular and constant increase of price
levels. If the rate of cash liquidity in the country ( which
is the sum of existing and in circulation moneys and
quasi-moneys) to have a greater increase as compared
with the rate of presented goods and services in the soci-
ety , the presence of such a condition will accelerate the
general level of prices and following that , the inflation
will increase.

One of the main factors of inflation is the lack of coordi-
nation between the increase of money in circulation and
the increase of the production level in the society. If the
growth of liquidity(cash) is more than production , this
will lead to the decrease of the power of national cur-
rency and will cause the rise in prices and make inflation.

The scholars of economics have made a classification of
inflations which is presented in below lines precisely:

- Hyper inflation or high inflation which is applied to the
inflations of 50 percent in a month or two times of the
prices in six month or a three-digit inflation.

- Galloping inflation . In this type , the inflation is be-
tween 15 to 25 percent.

-Trolling inflation : This shows an inflation about 10 per-
cent which in present conditions is applied to inflations
below 6 percent.

Inflation can also be divided into smaller groups as fol-
lows:

1. Hidden inflation in which the price remains fixed , but
the quality and even the rate of goods and services de-
crease.

2. Trolling inflation which is resulting from increase in
demands.

3. Formal inflation which is created due to the increase
of money supply .

4. Structural inflation which is made due to additional
demands

5. Unyielding inflation which is associated with the un-
limited increase of prices . It happens usually after wars
or revolutions . It interrupts economic relations and col-
lapses the economic system.

6. Swift inflation which is created when the government
wants to keep the level of unemployment low.

7. Inflation resulting from the pressure of benefit .It oc-
curs when investors want to capture a greater rate of na-
tional income.

8. The inflation of the cost pressure which is created due
to the increase of production cost.

9. Inflation resulting from wage increase . If its growth
has no effect in the positive trend of production and pro-
ductivity , it causes inflation.

Factors affecting the formation of inflation

1. Shortage of budget and its supply through borrowing
from the Central Bank

2. Increase of foreign assets resulting from the increase
of the price levels

3. Increase of the price of fossil energy carriers... ( fuel,
kerosene, electricity, ...)

4. Lack of sector coordination , infrastructural bottle-
necks , and adhesiveness of supply in key sectors such
as industry and agriculture cause inflation . It is such that
in such a condition , with the rapid growth of demand ,
the supply does not grow concurrent and in coordination
with that.

5. Omission of industrial and guilds subsidies

6. The presence of high risk in economic activities

7. Weakness of management in particular foreign cur-
rency management and prevention from the devaluation
of national currency

It is worth mentioning that the effects and outcomes of
inflation in different economic enterprises are different.
It is such that the life of commercial banks are dependent
on the two-digit inflation. Naturally, enjoying certain le-
verages , banks can play a role in the process of two-digit
inflation. In one side, I should say , that in an inflation
whose growth rate is between 15 to 20 percent, a large
group of social layers benefit , and for this very reason
, this part of economic activists try to maintain it due
to the fact that their interests are tied with this rate of
inflation.

Mentioning these theoretical foundations also confirm
that in order to maintain the infrastructures of develop-
ment and implement developmental projects in the coun-
try , it is necessary to use the mechanisms of modifica-
tion based on precise and updated statistics against the
irregular increase of prices in particular in order to make
the prices real in implementing developmental projects.

Ways to Fight Back Against Inflation

In economic theories, the ways to move out of inflation
are classified into two groups:

A- Monetary and financial policies
B- Income policies

A- In monetary and financial policies, usually with limit-
ing the total demand through collecting money in form
of non-cash capital, the inflation is controlled which in
other words is called the contractive policies too. In the
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