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environment for foreign investment and foreign
investors and activists of private sector.

*The lack of existence of necessary scientific
attitudeinfinancialplanningandpolicymakingareother
effective factors and obstacles for investment. In
addition, the following cases can be added to this list:
* Free Cash Flow

* Insufficient necessary financial resources for the
private sector

* Insufficient and inappropriate physical infrastructures
* Weakness of policy making and administrative
institutions and the long bureaucratic cycle in it

* Deficiency and lack of coordination in the abilities
of necessary technologies for investment

* Multiplicity of the decision making centers which
in many cases have interfering and conflicting
framework with each other.

* The existence of negative attitude towards investor
and this is true for the case of foreign investors more
intensively.

* Ambiguity in rules and regulations . It is such that
the personal interpretation of it accelerates the risk of
investments. The local and foreign investors do not
have necessary security in this type of atmosphere for
investment.

* Complex bureaucracy which in its long and twisted
corridors , a great part of energy and power of investing
institutions are annihilated and leaving that is associated
with a long time capacities. For this purpose , the
rate of the arrival of capital into Iran has not been in
harmony with the expectations. It is such that in 2006 ,
about 520 millions dollars, in 2007 , about 638 million
dollars and in 2008 , this amount had reduced by 198
million dollars. It is worth mentioning that the total
foreign investment in Iran is estimated to be about 6
billion dollars which compared with the total invest-
ment in the world , is about 1244 billion dollar, a figure
about 0.5 percent which is a very insignificant share.
If we accept that the national economy is composed
of two non-financial ( real ) and financial sectors , so
that I should say that the non-financial sector (real) in-
cludes the flow of goods and services from producers
to consumers and also the flow of human forces from
consumers ( suppliers) to producers.

On this very basis , in the financial sector of national
economy , the flow of the credits funds and capital
are moving from deposit savers , credit and financial
institutions and holders of capital towards investors
and producers of goods , services or the government.
These two sectors have mutual impact on each other
and complete each other . In order to have an effective
economic activity in the real sector , the exchange and
introduced tools for it are essential .

Amid these, money , credits and securities are the
main tools in financial markets. So stagnation or
growth of one sector can bring about stagnation or
growth in other sector. It can be concluded that in a
healthy and advanced national economy, the coordi-
nated growth of these two sectors will guarantee the
continuity of the economic growth. In this connection
, the set of elements related to the financial sector in-
cludes arrangements for the creation and exchange of
claims which are known as the economic literature of
the financial system.

In order to elaborate the topic, the definition of the
concept of financial system is further dealt with. In a
sense, it can be said that the financial system, design
the mechanism of the transfer of financial assets from

depositors to the applicants. If we consider the finan-
cial assets as a commodity, in that case, a group of
real or legal persons can be found that after fulfillment
of certain conditions, they take action to supply this
good and the other group are applicants of these types
of gods to secure their own needs and the supply and
demand of this commaodity is carried out in an atmo-
sphere known as financial market.

It is worth noting that the financial markets are clas-
sified into some types. One of their prevailing ones is
the market of money and market of capital. These two
markets act in formal and organized forms. Of course,
there are some intermediary institutions between sup-
pliers and applicants, which play an important role in
facilitating and speeding up the flow of funds known
as financial intermediary institutions.

To sum up and further explanation, | should say that
in general , the main partners of financial markets in-
clude households , individuals and companies which
enter this market to present the funds and are known
mainly as units with surplus. In addition, the individu-
als and companies, which are pursuing to receive and
collect these funds from these markets, are known as
units with short. Of course , sometimes , governments
attend these markets as receivers or suppliers of these
funds , so the suppliers and applicants of financial as-
sets in both states are households, enterprises and gov-
ernments.These three apply certain funds for neces-
sary financial supply as an applicant. Also all of them
present their financial surplus need and in the present
form they act as suppliers. In order to have a further
understanding of what was presented , the trend of the
action is presented in the following diagram.
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Financial Structure: In the classic classification of
financial market , usually it is classified into three
markets of capital, money and insurance. As the time
is short , | do not deal with its technical topics , but
I would like to present the structure of the financial
markets in the following diagram.
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A Speech by the Secretariat of the Association of Construction Companies in the National
Conference on Public and Private Partnership in the Development of Infrastructure

Financial Supply and Investment in the Develop-
ment of Infrastructures

National Conference on Public and Private Partnership
in the Development of Infrastructure was held in June
2012 at the Center for International Conventions of
I.R.of Iran Broadcasting.

In this two-day conference, four specialized sessions
were held in the presence of professors and authori-
ties of the private sector and public officials. Engineer
Otaredian, the Secretary General of the Iran’s Confed-
eration of Employers’ Associations (ICEA) delivered a
speech in this conference.

The text of the speech reads as follows:

Partnership is one of the most important tools for the
growth and development in particular for the devel-
oping countries, the intentional, creative and informa-
tive partnership of individuals in the process of plans
and policymaking has an important and effective role.
Therefore, creating grounds for social partnership with
the above-mentioned enumerated features has a piv-
otal role among the necessary elements of the growth.
The social partnership is the basic pillar and motif to
form the social capital, which within the constant and
correlated network frame plays an important role in the
establishment and reinforcement of social and national
integrity.

On this basis, for national investment in each develop-
mental plan and project, before any other factor, there
is a need to the formation and reinforcement of social
capital whose base is on trust. In this conceptual defi-
nition, the purpose is a prevailing national and social
trust, which can as a linking factor give a geometrical
and applied shape to all factors and chains of the sup-
ply of growth and development in the mosaic of its
forming elements.

The social and economic scholars believe that the so-
cial capital is the source of inspiration and orientation
for the mutual social action and its driving engine is
the social mutual trust. Therefore, in the discussion on
financial investment, the creative, informative, inten-
tional and selective partnership, which is based on mu-
tual trust, is one of the main conditions and essence of
the success of planning. Paying attention to the acqui-
sition and receiving this type of capital is much more
important than other capitals.

Perhaps one of the main reasons for the priority and
significance of this capital is the existence of a set of
abilities and knowledge, which is accumulated among
the persons interested in cooperating within an in-
formed group action, and different organizations, used
this capital to reach joint objectives efficiently. For
having a better understanding of the concept of social
capital, I would like to say that the social capital is a
collection of good and useful norms in the social sys-
tem, which brings about the promotion of the level of
cooperation among social members and reduction of
the level of costs of exchanges and communications.
One of the important concepts in the social capital is
the establishment of network of trust, which is applied
to a group, which uses the same data, norms and values
in their exchanges based on mutual trust.

To the extent, the social capital is higher in the social
system, to the same extent, bureaucracy will be re-
duced in that and the affairs are done much faster and
easier. The senior managers of employers and private

organizations undertake a critical role in the creation
of social capital. Amid these, those groups of senior
managers can be generator of social capital who ex-
tend the rays of trust in their own organization and the
staff and beneficiaries (including customers, share-
holders, supply chain, government, etc) feel trust in it.
The establishment of the spirit of cooperation, easy ac-
cess to the information of the organization by benefi-
ciaries is among the measures taken by the successful
managers in the creation of social capital. With this in-
troduction, it seems that the base of sustainable devel-
opment should be placed in materialization of social
capital through establishment of necessary grounds
for the creation , expansion and deepening to social
trust , so that the concerned objectives of plans to be
administrated and operational in participation with the
private and public sectors.

Furthermore, the possibility of access to its missions
to be realized .With this introduction, which is one of
the main conditions for partnership and investment, |
would like to start my main discussion.

Investment means ignoring a value in a specific time
to achieve a greater value in the future. In this defini-
tion , there are two elements of additional value (out-
put) and time. In other words, this output is oriented
towards the future. The forecast of future is possible
and indefinite , so the element of risk is included in it.
Consequently, investment is based on two pillars:

1. Risk

2. Ability to take a risk

The investor decides to invest when an ideal level
of risk and output for that has been secured. In other
words, output and security are the main factors for de-
cision making. In the global economic system, there
are two methods to supply resources for enterprises:
2-1 Bank based resources

2-2 Using Security based resources .

I should like to say that the industrial countries in aver-
age supply about 55 percent of the formation of Free
Cash Flow ( FCF) through market of capital . This
average of formation of FCF in newly industrialized
countries amounts to about 25 to 30 percent. One of
the important economic indicators known as Key Indi-
cator is the ratio of FCF to the total domestic produc-
tion which is FCF in abbreviation.

According to the World Bank Report in 2008, the
growth of enter of investment to the developed coun-
tries has been less than the growth of its exit. This situ-
ation is opposite for the developing counties . That is
to say that the growth of the enter of capital into these
countries is more than the exit of capital . In some
countries , this growth is 36 percent.

It is such that from 1990 to 2006 , it has increased by
about 31 times and mainly these investments were
made in distance communication, energy and trans-
portation . In Iran , there are many obstacles for devel-
oping investment which can be classified as follows:

- Unfavorable business environment (each time, there
happens a new problems). The claims of contractors
are not settled but the Tax Organization calculates the
value added tax for them in addition to a 20 percent
fine along with past due damages of 25 percent in a
year and issues a court order to collect those amounts.
The vast interference of the government and public
institutions and pseudo- governmental institutions
are among the unfavorable factors of the business



always been important to us, the beautification of the
city is of great significance as well, because respective
people pass these spots and seeing a spiritless, rigid
and concrete is not so suitable”. He continued, “beauty
in design is one of the features of cable bridge of Milad
Tower and it is necessary to express my thanks to the
people involved in this case, contractor and in particu-
lar the Office of Deputy for Development at the Mu-
nicipality. Announcing the news of the construction of
the most beautiful parks around Milad Tower, he said,
“It is necessary for this park to have an ideal situation
in connection with the green space, sitting locations,
seasonal flowers and so on”.

The difference of sky line of the capital city:

4 Floors

Referring to the fact that floor area ratio (land use in-
tensity) is used as an encouraging instrument in the de-
tailed plan of Tehran city, Tehran Mayor’s Deputy for
Urban Development said, "The reduction and increase
of the floor area ratio has been forecasted such that
the maximum difference of the heights in the build-
ings in one passageway, will be four floors.Accord-
ing to BanaNews. Iran, Alireza Javid in an interview
with ISNA, while pointing out that the detailed plan
for redevelopment of city skeleton has taken certain
measures, stated, “one of the matters which had re-
ceived special attention is the issue of “sky line” “He
reiterated, “The creation of a fully smooth sky line in
a passageway does not have a visual beauty and does
not create an ideal horizontal line. The sky line should
be to some extent unsmooth, so that it will not make
the eyes feel tired”. Expressing this view that accord-
ing to the regulation of the new detailed plan of Teh-
ran, it is possible in maximum to reduce two floors or
increase of the floor area ratio, he pointed out,” Thus,
the maximum difference height of the buildings of one
passageway will be equal to four floors which create a
suitable and ideal horizontal line.*

Rejecting the high buildings in the capital, the Deputy
Mayor of Tehran said,” The average of building floors
in Tehran is 2.2 floors, whereas in most of the mega
cities in the world, the average height is at least five
or six floors”.

Some Details about the Islamic Consultative
Assembly’s Plan (Parliament’s Plan) to collect Tax
from Empty Houses

The Head of Economic Commission of the Parliament
informed the finalization of the plan of collecting tax
from the empty houses from the base price of 200
thousands up to higher prices. According to BanaN-
ews.ir, Arsalan Fathipour in an interview with Fars
News Agency said,” In cooperation with the experts at
the Research Center of Parliament, we are working on
the plan to collect tax from empty houses from the base
price of 200 thousands Tomans and higher.

Also we are studying the plan of conversion of the
percentage rate of Real Estate Agencies to a specific
tariff in order to prevent from misuse within a super-
visory and policy package of housing. This plan will
definitely be approved in next few days and the public
officials and related ministries are dutiful to perform
it”. He added, “in this supervisory package, in order to
reduce the price of housing, the price of the construc-
tion material which has reduced at global level too,

should be included in the supportive package of the
government, so that the underprivileged and middle
class groups of people will not bear further pressure”.
Fathipour indicated, “I forecast that the price of hous-
ing to be decreased by 25 to 30 percent in next two
months. | recommend the buyers not to buy housing
unit as long as the prices have not become realistic.
Also the real estate agencies of each district should
seek the real prices from the Housing Reference Site
at hmi.mrud.ir and post it on their windows, so that
the customers could further be aware of the real prices.

95- Percent Violation in Constructions of Tehran
According to Mehr News Agency, Hamzeh Shakib in
the meeting of Tuesday night of City Council, in re-
viewing the budget of Shahrvan and Harimban Com-
pany said, “This company can stand against the viola-
tions of construction if it performs its duties properly
and act as a strong supervisory arm” . Stating that the
construction violations are of two types: One type in
coordination with districts and regions and the other
one in hidden form and nightly, said,” Some attacks
by night mercilessly without coordination with the
districts of municipality and commit construction vio-
lations. This company can intimidate them by taking
severe measures®. Shakib continued, “Evidences show
that the construction violations have not reduced and
only 5 percent of buildings are completed based on
the construction permit. Some violations are insignifi-
cant but they create many problems for the district and
region’s traffic. Regretfully, some permits are issued
from the inception based on violation”.

200 Billion Rials was allocated to National Techni-
cal and Soils Mechanics Labs

Manager of provinces affairs of the National Technical
and Soil Mechanics labs referred to the allocation of
the current year credits to this lab and said, “With the
allocation of the 200 billion Rials budget for the first
year to this governmental organization, the technical
and soils mechanics lab has found its definite posi-
tion in the country”. In an interview with IRNA News
Agency, and expressing this idea that in 2007, the topic
of shifting the technical and soil mechanics lab to the
private sector was put forth in the government added,
“With the intensive disagreement of political leaders,
the Islamic Parliament and many statesmen, the plan to
shift the duties of this company was cancelled.”

He said, “As a result of follow ups in 2010, this com-
pany was moved out from the row of companies sub-
ject to the Principle 44 of the Constitution and joined
the group of governmental organizations“. Nejad Sa-
favi stated,”By the end of the current year, this lab is
placed in the group three of the governmental organi-
zations and in the row of the fully 100 percent gov-
ernmental companies”. The manager of the executive
deputy office of National Technical and Soil Mechan-
ics Lab referred to the sovereignty state of this set and
said,” all approved and communicated budget by Par-
liament will be spent on purchasing equipments and
investment in this sector”. According to Nejad Safavi,
at present this set has the supervision of materials qual-
ity and construction of one thousands and 400 projects
in its blueprint.




the total national budget so that they can be withdrawn
in favor of budget in necessary occasions.

This incident happens every year. This method of al-
location and withdrawal has brought about a situation
in which about 32 thousands of provincial and national
projects are incomplete and in economic analysis, this
is considered as a type of national resources destruc-
tion. Because these types of developmental projects,
when they are going to be utilized, in practice will have
no economic output. By the way, the employers’ execu-
tive organizations and bodies are purchasing materials
and main inputs in order to absorb further developmen-
tal projects and in practice they prevent financial re-
sources to be diverted towards developmental projects.
Based on what was said, the engineering contractor
companies of developmental projects or in a sense, the
construction industry are true companions of statesmen
in moving out from these problems and they should not
be considered as a source of anxiety. If the potentials
and capacities of this sector to be used ideally and ef-
ficiently, then it is possible to remove the unemploy-
ment problems and help with the national growth.
Based on what was presented, in order to move out of
the existing condition, government can improve the
business atmosphere in Iran and achieve to part of the

problemsolutionsthroughpartnershipof privatesectorin
particular the construction industry in decision making.
The government should create better conditions for
the activities of the activists of private sector who has
proved in practice that they are sincere companions and
precise planner to fulfill the government’s plans.

At the time of Irag-lran imposed war, they proved they
are really voluntary Bassiji forces by helping the war
fronts and after than by participation in reconstruction
of the country. If today, the international large com-
panies can not impose their will on our country des-
tiny in respect of developmental projects, the reason
is that there are many powerful companies equipped
with the modern global technological and engineering
knowledge. Having precious experiences of more than
three decades as a trench protector of technical and
engineering borders and protectors of national inter-
ests, their managers have stood strongly in their area of
profession with awareness to protect the scientific
reputation of national engineering at national and
international levels. The public officials are dutiful
to celebrate and acknowledge the services of these
hardworking and developing groups of people more
than ever.

News of Construction Industry

Statistical Centre of Iran:

The percentage of fare increase for the road con-
struction and transportation vehicles was an-
nounced.

In its latest statistics, the Statistical Center of Iran an-
nounced the percentage of the fare increase for the
road construction and transportation vehicles.
According to Fars News, The Statistical Center of Iran
in the project of collecting statistics on the fare of ve-
hicles and machineries being used in developmental
projects in the year 2011 announce,” The greatest per-
centage of increase is related to the cost of employing
rubber-wheeled rollers for asphalt”. In this report, the
fare for hourly rental of the truck with a capacity of
10 tons with a driver is 216 thousands and 143 Rials
in average. This figure shows a 16 percent increase as
compared with the previous year. The cost of employ-
ing a 5 tons floor crane with a 10 tons truck and driver
is 234 thousands and 559 Rials with a growth equal
to 20.2 percent. The cost of employing the crane of
auto car with chain wheel with about 100 horsepower
steam with the driver is about 315 thousands and 714
Rials with a growth equal to 19 percent. In these sta-
tistics, the cost of employing a bulldozer with a 150
horsepower steam with the driver is in average 348
thousands and 151 Rials with a growth equal to 22.5
percent and the cost of using a rubber-wheeled loader
with about 150 horsepower steam with a driver is 332
thousands and 827 Rials with a growth equal to 22 per-
cent. According to the Statistical Center of Iran, the
cost of employing a grader with about 150 horsepower
steam with driver is 337 thousands and 788 Rials with
a growth equal to 22.3 percent as compared with the
previous year and the cost of employing the rubber-
wheeled roller for asphalting about 16 to 20 tons with
a driver is 276 thousands and 255 Rials with a growth

equal to 23.6 percent as compared with the previous
year.

The cost of hourly employment of a concrete portable
reservoir of 6 cubic meters with driver is 345 thou-
sands and 302 Rials with a growth equal to 16.2 per-
cent and the cost of sprinkling water tanker of 15 thou-
sands liters with driver is 222 thousands and 324 Rials
with a growth equal to 20.3 percent. In comparison of
all 60 items under consideration in the statistic collec-
tion of this period, the single differential tractor with
driver with 2.6 percent and vibratory pull type rollers
of about 6 tons with driver with 15.9 percent has had
the least and greatest fare increase of the hourly aver-
age fare as compared with pervious period.

Also the comparison of the average hourly fare in this
period with that of the similar period of the previous
year shows the least fare increase of hourly rent is re-
lated to 2 ton hydraulic damper with a driver with 4.8
percent and the greatest rate of hourly fare increase is
related to the vibratory pull type roller of about 6 tons
with the driver with 28.3 percent.

Construction of the most beautiful parks around
Milad Tower

The mayor of Tehran said, “With the opening of the
cable bridge of Milad tower, it is expected that the
most beautiful park of the country to be formed at the
margin of Milad tower and to be used by people to
go to the park or the tower. According to ISNA, in
the opening ceremony of the cable bridge of Milad
Tower in Tehran , Mohammad Bagher Ghalibaf stated
that this bridge is the third cable bridge in the country
and added,: “This structure was selected in the year
2011 as the top steel structure in the country”. He fur-
ther said, “In the constructions of Tehran, in addition
to technical, economic and time topics, which have



These types of companies are fully ready and expect
supportive and guaranteeing measure to crate neces-
sary grounds for facilitating and speeding up the lo-
cal and foreign business atmosphere. This will enable
them to fulfill their obligation in connection with their
national mission in eradicating unemployment and
moving the country out of the mono-product economy
as much as they can.

2. However, in the local dimension, the engineering
contractor companies of developmental projects are
able to supply about 20 percent of the generative em-
ployment with the improvement of the business atmo-
sphere in the country as was discussed earlier.

The socio-economic studies in the country show that
in recent hundred years, there has been a positive
and intensive correlation between the thriving state
of construction sector and the national development
and employment growth. It is such that the economic
growth and thriving state of labor market has always
been associated with the expansion of the activities of
this sector.

By the way, the studies of construction industry con-
firm that with the thriving state of construction sector ,
in lieu of the creation of per 70 meters of construction
in the country, about 2/5 jobs in constant form and
0/3 in dependent continuous form are created. In
total, about 2/8 generative jobs are created. In these
studies, it has been specified that with the activation
of construction sector including residential units,
roads, administrative buildings, industrial buildings,
bridges, dams and other structures and developmental
infrastructural systems, about 480 sub-sectors are
activatedandwiththesynergicmechanism,thetrendofjob
creation is accelerated.

If we calculate the unemployment rate as equal to
12/3 percent or based on the estimation of Economist
newspaper equal to 14/1 percent in the year 2010, then
we can learn about the role of construction industry
in the creation of jobs and following that the thriving
economic state.

However, the policies and programs which are
used in connection with the executive companies of
developmental projects are definitely incompatible
with the job creation and generative work. Studies
show that the creation of a post in the public sector
has different cost in every kind of sectors but average
of cost are about 800 million Rials investment. Based
on various statistics about the number of unemployed
people (and this is usually resulting from a definition
which is made of work, type of calculation of working
days and definition of the concept of the number of
working hours), in average, it can be said that there are
about 2/5 million unemployed persons in the country.

If the government intends to create jobs for this
number of unemployed ones, there isaneed to about 200
thousands billion Tomans, i.e. about 160 billion dollars
investment. The realities show that with regard to the
total national budget, its fulfillment is not possible but
if the activities of engineering contractor companies
of developmental projects to be developed and they
could join the constructing infrastructures with a full
capacity, they will create a high rate of jobs in the
beginningandafterthedeliveryoftheproject, thegenerative
labor will be created.

Today, part of engineering contactor companies of
developmental projects with 30 percent of labor
capacity and many of them due to the lack of project
execution and lack of access to success in tenders are

exposed to annihilation. With the modification of the
forces of these companies, we are observing the in-
crease of number of unemployed on the one hand and
on the other hand, the increase of unemployment in
many chains of supply and their beneficiaries.

They make the society encounter with complex diffi-
culties and they will lead to a further poverty of low
income deciles. Basically, development is associated
with the new definition of employment, because, the
unemployed people are unable to purchase, so that
their effective demands could lead to the increase of
production and following that to generative employ-
ment, On one hand, the unemployed people are unable
to buy, so their demands decreases, and the decrease
of demands will make modification and discharge of
labor force from productive sectors.

Its dimensions increases like an avalanche and its de-
structive effects become more obvious in the society.
Nowadays, we are observing the presence of unem-
ployed people in many squares and crossroads who
form the army of unemployed people. In Mazandarn,
a great number of people will become unemployed. In
Pakdasht of Varamin, a great number of brick-baking
workers have become unemployed. Their morning as-
sembly in crossroads and circles of the city has given
an unpleasant image to mega cities such as Tehran.

A big part of these human resources can find jobs in
the projects of construction and developments. In other
words, the existence of more than 9 thousands engi-
neering contractor companies of developmental proj-
ects at the national level can put an end to the unem-
ployment condition in the country. If these numbers of
companies provide in average about 300 people with
jobs in their projects under construction, the problem
of unemployment in the country will be eradicated.
Then the government will not need to the 160 billion
dollar budget for employment whose budget can not be
supplied event through oil budget.

If the country desires to achieve this rate of
employment, there is a need to a growth of about 8
percent. To reach such a rate of employment, there is a
need to about 400 billion dollars of foreign investment.
Considering the present situation, the supply of this
rate of foreign investment is impossible for the coun-
try. So in order to move out from this situation, special
attention should be given to the construction contrac-
tor companies. Their past claims should be paid. The
tenders should be held based on just and fairness. The
lists of real price units to be announce and the modi-
fications should be in harmony with the price growth.

So that these types of companies could help with the
removal of society problems as much as they can
within the framework of fixed, specific rules. But, do
the employers of public sector think about this point
properly? When the developmental projects are still
in lack of budget after three months from the start of
the year, and only they have received their six month
developmental budget of 2012 and the taking credit
from the Treasury is very complex and in need of per-
mission of many different institutions, (according to a
poet, paving this long stage is possible only if one is
accompanied by Elias, the prophet).

Also with regard to the situation of the year 2011 in
which the payment of 75 percent of developmental
projects budgets were finalized, in the budget of 2012,
(which will have more difficulties); it seems the alloca-
tion of budget is less than that. Usually, the figures of
developmental budgets are estimated unrealistically in




insurance for labor forces, weak capital market in sup-
plying finance for production including (construction
industry) and high rate of supplying capital from in-
formal market.

The public opinions in summer 2010 suggests that
the hardest component for the Iranian business atmo-
sphere is the lack of commitment of the employer’s
sector (public companies and institutes) in paying on
time debts to the contractors. The performance of the
Organization of Tax Affairs, municipalities and the
Offices of Public Prosecutors have had the weakest
performance among the public bodies connected with
business.

It is worth noting that the indexes of business are the
most important indexes for the growth and formation
of private sector and increase of employment and eco-
nomic growth in the society.

Based on what was discussed, it must be said that the
above-mentioned quantitative indexes show that to ac-
tivate the private sector in Iran and to remove the un-
employment problems in particular through engineer-
ing companies of construction projects, it is necessary
to improve their business atmosphere. How one can
expect from a contractor company to take part in a ten-
der based on the prices of the year 2009 and completes
it with the present prices?

For having a better understanding, it should be said
that the price of a round bar for 650 Tomans in 2009
has reached to 1430 Tomans in the early 2012. If we
add the overhead costs to it, then it amounts to over
2000 Tomans which shows a price increase of about
three hundred percent.

These price increase in other items and related inputs
for developmental projects are the same if not being
more than the growth rate of round bar certainly.

The lack of payment of contractor’s claims is another
factor, which creates problems in the Iranian business
atmosphere and gives rise to the growth of unem-
ployment rate. The lack of on-time payment of Per-
forma invoices and weekly, monthly and seasonal leg
work(chasing around) by the mangers of the contractor
sector of developmental projects in the corridors and
floors of the employers’ sectors is among other diffi-
culties of the Iranian business atmosphere.

This prevents companies from meeting their obliga-
tions including legal wages and allowances of their
staff in due time. To this end, one may add the prob-
lem of value added tax, because contactors should take
the price of the Performa invoice from employer sec-
tor and transfer the value added tax to the account of
Ministry of Finance. The employer sector does not pay
the invoice but the Ministry of Finance asks for the
amount from the date of sending the invoice to the em-
ployer by contractor.

Though due to lack of payment by employer, the proj-
ect contractor is charged for paying a fine and past dues
and a court order is also issued for that. (as the proverb
says : an innocent person is punished for an offence
committed by someone else. This issue also adds an-
other blind knot to the knots of business atmosphere
of engineering contractor companies of developmental
projects and it blocks its growth of development of ac-
tivities and job creation.

On the other hand, Social Security Organization cre-
ates certain problems in relation with the payment of
the difference amount of staffs’ insurance fees despite
the delivery of the project. In addition, receiving this

amount is also time and energy consuming and execu-
tives’ times are wasted. This blockade the motivation
of companies manages for development of labor at-
tracting activities.

In other cases, it must be said that the announced
modifications is not compatible with the trend of the
price growth. The modification is made to include the
price difference of the price of the tender base price
in other years and to be calculated in a just manner
based on precise statistics, which shows its price in-
dex. Therefore, the unrealistic modifications impose
serious damages on the business atmosphere of con-
tractor of developmental projects and following that on
the structural and contextual dimensions of the activi-
ties of their organization (of which a part leads to the
increase of employment).

This trend leads to bankruptcy and closing down the
contractor companies of construction sector. Because
of their lack of activity, about 20 percent of employ-
ment of this sector is taken away. Then unemployment
rate goes up as it is observed now.

So, to remove the deficiencies of engineering contrac-
tor company for developmental projects and improve
the business atmosphere to remove unemployment and
to thrive the national economy (It has always had a
correlation with the growth of construction industry)
is an essential issue.

Giving incentives to engineering contractor companies
and their managers will have a determinant role in the
expansion of foreign and local developmental project
activities. Based on this view, the role of construction
industry can be studied in two local and foreign dimen-
sions.

1. In order to export technical and engineering services
to other countries and to bring home foreign exchanges
to generate job through engineering contractor com-
panies , | should say that in fact these kinds of com-
panies are the ambassadors of culture and civilization
of Iranian engineering in the host country. They can
play an effective and constructive role in establishing
link and closeness among peoples of various countries.
They can prepare necessary grounds for the promotion
of social and economic, political and cultural relations
with the host countries . Naturally, the influence of this
part of the performance of executive companies of de-
velopmental projects outside the country will be much
more than their role of absorbing foreign exchanges ,
job creation and economic aspect.

In addition, it is not possible to ignore their influence
in the foreign markets and their effective roles in the
commercial and economic relations and reduction of
unemployment problems. So it is necessary to move
out from the single product economy ( with an unem-
ployment growth rate of two digits) and have access
to the mechanisms of increase and supply of foreign
exchange revenues.

This sector should receive special attention and the
government can take great steps in connection with
that. It is worth mentioning that this sector has a po-
tential to absorb 20 billion dollars foreign exchange
per year and to supply about 20 percent of generative
employment in the country at the present condition. If
the complex bureaucratic obstacles of exporting tech-
nical and engineering services to be taken away, it is
possible to achieve the foreign exchange and its en-
terprenuraial share through export of the services of
engineering contractor companies of external develop-
mental projects.



Editorial

The Role of Engineering Contractor Companies of
Developmental Projects in Improving the Iranian
Business Atmosphere

In order to discuss the topic of the Iranian business at-
mosphere and finding ways to improve it and its job
generation methods through developing engineering
contractor companies of developmental projects, it is
initially necessary to present a definition of the Iranian
business atmosphere.

This will assist to specify its conceptual dimensions.
So , one of the prevailing definition of business atmo-
sphere is through referring to this phrase in which the
“ business atmosphere™ in the engineering contractor
companies of developmental projects include part of
components and indexes for which the construction
contractor companies have no role in their establish-
ments.

Moreover, they do not have any dominancy over them,
but these factors act in a sense out of the control of
these units. Despite this feature, they have an intensive
negative impact on the performance of the contractor
sector of construction industry and have a noticeable
reducing role. Most of these components and indexes
have a negative external effect on executive domain
and working performance of construction industry.

The effects of these factors can be studied with a view
to the political, social, economic, cultural, technologi-
cal, bureaucratic and legal dimensions.

The engineering contractor companies of develop-
mental projects from the inception of establishment to
launching are facing various types of problems result-
ing from the business atmosphere which they do not
have any role in its creation, but they are under the
influence of its destructive outcomes.

It is such that for some works, they should take a long
way to achieve an insignificance result in bureaucracy
and are trapped in the administrative bureaucracy for
months.

The problems of business atmosphere of construction
industry can be summarized in the following cases:

- Problems resulting from obtaining license to start a
company

-Problems resulting from employment and discharge
of human resources

-Problems resulting from ownership registration
-Problems resulting from taking credits

- Problems existing in the route of investment
-Tax problems in particular value added tax

-Problems of issuance of technical and engineering
services

-Problems resulting from the implementation of tender
contracts, which are usually done unilaterally, and in
form of full authority of employer sector.

-Problems resulting from the payment of Performa in-
voices

-Problems of social security
-Problems of the lists of base year price units
-Problems resulting from modifications and overhead

coefficients

Each of the above factors consumes a great part of the
power and energy of the founders and then senior man-
agers of the contractor companies for the affairs, which
are done in other countries much faster and easier.

In a report by the mission of the Association who were
dispatched to the Republic of Georgia and published
in June, 2012 in the Monthly Review, many affairs re-
lated to the contractors of developmental projects are
finalized and implemented in Georgia in less than 24
hours by the related institutions.

It is natural that these types of facilities and speed in
the processes crate a high attraction for the investors
and exporters of technical services and attracts them
towards these kinds of countries.

The studies performed show that for the establish-
ment of a construction company and launching it, the
minimum process includes a 9 working days and also
spending at least 8% of the capital as a cost for that.
It is natural that this atmosphere should be improved
and to be coordinated with the standards of European
countries.

In this connection, Iran ranks 48th among 183 coun-
tries in the world. As for launching a work place, it
must be said that Iran ranks 141st and needs a 17-fold
stages for which about 322 working days should be
spent.

Concerning the index of labor force, it should be also
told that Iran ranks 137th among 183 countries in the
world. Also in the area of ownership registration, Iran
ranks 153rd.

Also for the index of taking credit, it must be pointed
out that the individuals ‘awareness about the legal
rights of lenders and borrowers is very low (it is within
the range of zero to ten) and Iran ranks 113th among
the countries in the world. In general, the Iranian busi-
ness atmosphere with regard to the rank and position
and based on conceptual indexes is as follows:

In general, the index of business in Iran ranks 137th
among 187 countries. This shows the difficulties and
hardness of business atmosphere in Iran.

It is worth noting to the studies by the Research Center
of the Parliament. One of these studies points out that
196 economic organizations have considered the fol-
lowing cases as the most difficult components of Irani-
an business atmosphere and environment in 2010-11:

- Receiving facilities from banks, high rate of forced

Indaxes Ranking among 187 tri

1- Index of easiness in the start of |48
business

2- Index of taking licenses

165

3- Combinational index of employment

147

4-Index of assets registration

137( For registering the assets , in
addition to the complex administrative
stages , at least 10 percent of the
agset values are spent)

5- Taking bank facilities and credits

48

6-Legal and judicial support to
investment

164

7-Tax payment

117{ in case of cbserving the existing
regulations , 44 percent of the income

of the payer is spend on tax

8=-Index of foreign business

142(The average of goods export is 26
days and for imports is 42 days,
whereas in the neighboring countries,
it is 7 days.

9-Index of executive gquarantee for
contracts

[

10-Index of easiness in closing down

the business | company dissolution

107
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