Chapter 1 : National Setting

                 1.1 : National Economic Indicators and Trends

Chronic high inflation, rapid population growth , high unemployment rate and a dependence on income generated from the sale of petroleum for the last two to three decades characterize Iranian economy. 

While retail price index in urban areas has increased from 120.7 in 1991-92 to 645.6 in 19988-99, the total unemployed population has also increased from 1.6  million to2.4 million in the same period.


0ne of the main causes of this rapid deterioration of employment situation has been the rapid increase in population in 1980s which are entering the job market.

Young age of population and the need for the provision of services for the economically non-active population is the prime source of inflationary pressure which is often caused by budget deficits of the government. It is interesting to  mention that about 30% of population attend schools and a further 15% are below school age, bringing the total dependent population to about half of the total.

Dependence of the national planning and budget on crude oil revenue is another of the national economic handicaps which often causes fluctuations in economic activities and growth..

Below, a brief picture of prevailing economic conditions and the future prospects of the Iranian economy is presented.

Population

Typical of most developing countries, Iran is very young in terms of population such that over 50% of the population is under 20 years of age. This has been the result of high population growth in the last four decades, especially since 1980s.  Population of the country has trebled since 1956 and has doubled over the period 1976- 1999 As a result the total population has increased from 19 million in 19556/57 to 60 million in 1996/97 (Table 1-1). The  table also shows that while the growth of population was checked in 1970s, in 1980s its rate of growth again began to increase. This can directly be attributed to government’s policy to encourage growth of population and also provide cheap food, health services, free education, highly subsidized housing and keeping the level of prices down by means of  cheap imports financed from the sale of petroleum. This was at the time that the country was at war for eight years. After the war, however, and as the pressure for jobs increased and the cost of maintaining the health service and providing basic education mounted, the 

Table 1-1: Population according to age group and its distribution, various years, million persons ( per cent)

Age Group                                                          Year

  (Years)

                       1956 /57      1966/67      1976/77      1986/87      1991/2      1996/97

0-4                        3.4             4.6               5.4              9.0               8.1            6.2  

                          (17.9)         (17.8)         (16.0)          (18.2)         (14.5 )       (10.3)                           

5-19                     6.0             9.5             13.2            18.6              22.5          24.7

                          (31.6)         (36.8)          (39.1)          (37.6)        (40.3)         (41.2) 

20-64                   8.9            10.8             13.9           20.4              23.3          26.6

                          (46.8)        (41.9)           (41.3)         (41.2)         (41.8)         (44.3)       

65 and over          0.7              0.9               1.2             1.5                1.9            2.5

                           (3.7)          (3.5)             (3.6)            (3.0)           (3.4)          (4.2)

Total                   19.0            25.8             33.7            49.5             55.8          60.0  

                        (100.0)      (100.0)          (100.0)        (100.0)       (100.0)      (100.0)

Average Annual Growth -     3.1                 2.7               3.9              2.4           1.5  

Source : Iran Statistical Center, Iran Statistical Yearbook, 1998/99   

government began to revisit its population policy and population control policy was officially  and strictly adopted. As a result of this and as the cost of maintaining larger families increased and it became more and more difficult for those at marriage age  to get married , a downward population growth rate was put in motion. This brought the rate of growth of population to around 2% per year. AS is indicated in Table 1-1, under five years old population has decreased from its peak of 9.0 million in 1986/87 to just over 6.0 million in 1996/97, showing downward trend of population increase. Population at school age, on the other hand, is still increasing which is indicative of high growth rates in 1980s.Working age population is also increasing  which again is a reflection of high population growth in 1980s.The total population in 1999/2000 is estimated to be 62.8 million. Of this total over 30 million are under 20 years of age and are in need of schooling, health care and many other social provisions. 
Human Development and Poverty

Iran has a remarkable record in the field of human development although the achievements are not uniform in all the areas. Table 1-2 indicates progress of national endeavors in promoting human development in the decade to 1997. 

Table 1-2: Human Development and Poverty in Iran   

Human development indicator                                                     1988            1997

Life expectancy at birth (years)                                                    61.6             69.5 

   “            “            “   “         “   , male (years)                             60.5             68.4

   “            “             “  “         “    , female (years)                         62.7             70.6

Adult literacy rate(%)                                                                   57.1             74.5

    “         “          “       , male (%)                                                  67.1             81.9

     “         ‘          “       , female (%)                                              46.3             67.0                                                                 

Combined first, second and third level gross  enrolment (%)      65.6             75.0

         “         “       “         “       “       “       “           “     , male (%) 71.1             76.7

         “         “         “          “    “       “        “        “   , female (%)  59.8             73.3

share of earned income ,  male  (%)                                              92.4             90.3

    “      “     “         “       , female (%)                                              7.6               9.7

Seats in parliament held by women (%)                                        2.0               5.2

Human poverty index  value (%)                                                  31.0             18.1                                                                            

Human Development index                                                         0.642           0.758

People not expected to survive to age 40 ( as % of total population) 17.1         7.9

Population without access to safe water(%)                                 14.3               5.5

Population without access to health services (%)                         22.1               6.0

Population without access to sanitation (%)                                 72.0             35.7

Population below national income poverty line (%)                    18.4             18.6

Children not reaching grade 5 (%)                                               17.9             11.8

Infant mortality rate ( per 1000 live births)                                  63.5             30.7

Under- five mortality rate ( per 1,000 live births)                        85.3             37.3

Maternal mortality rate ( per 1,000 live births)                 90.0             37.4             Female tertiary students index (1998=100)                                100.0            344.1

Female tertiary students ( per 100,000 women)                        490.0         1686.0 omen in government ( total, %)                                                    29.7             29.1

Female economic activity rate ( as % of male rate)                     11.6             14.3

One- year-old fully immunized against tuberculosis (%)            88.0             98.3

 “        “       “    “            “              “       measles          “             83.0              95.0 

Tuberculosis cases ( per 100,000 people)                                   15.0              20.9

Malaria cases ( per 100,000 people)                                          103.0              64.0

Physicians per 100,000 persons                                                  49.9             107.9                      

Daily per capita supply of calories (gr)                                    2612.0           3415.0

Per capita supply of cereals (kg)                                               197.7              220.9 

Per capita food production index                                              100.0              137.0

Food imports  as % of merchandise imports                               16.1               17.4 

Food consumption     as % of total household consumption       44.5               33.8

Table 1-2 continued

Public expenditure on education ( as % of GNP)                          4.0                5.3

Public expenditure on education as % of

Total government expenditure                                                     19.4              20.7  

Public expenditure on primary and secondary

Education as % of all levels                                                         78.8              72.1

Public expenditure on higher education as % of all levels          12.8              22.5 

Radios per 1,000 households                                                      670.0            720.0

Black and white television sets per 1,000 households                539.0            506.0

Color television sets per 1,000 households                                  81.0            399.0 

Printing and writing paper consumed

 (metric tones per1,000 persons)/kg                                               3.7                 7.7

Per capita electricity consumption ( kw hours)                          763.0           1281.0

Traditional fuel consumption as % of total consumption             1.0                 0.5

Per capita internal renewable water resources ( cubic meters per year )54.0  915.0

Annual rate of re-forestation (%)                                                 0.16              0.48

Per capita CO2 emission ( metric tones)                                     2.56              4.15

Source : Plan and Budget Organization of I.R. and the United Nations in Iran, Tehran-1999      

The main trust of the government efforts has been concentrated in the areas of literacy promotion and health improvement. While the share of literate population  has increased from 57.1%  in 1988 to 74.5% in 1997, the achievements in improving the female literacy situation has been even more remarkable such that while only 46.3% of the female population were literate in 1988, in 1997 the figure had increased to 67%.  This has been possible by increasing the gross enrolment rate at school levels from 59.8 to 73.3 per cent during 1988- 97. This in turn has been possible by increasing the national spending on education. In fact about 20% of public expenditure is allocated to education and over 70% of this has been spent on primary and secondary education. 
Turning to health and sanitation, the government of Iran can also show a remarkable record.  In the period 1988-97, share of population without access to safe water has decreased from about 14% to about 6%, those without access to health service from 22% to 6% , and those without access to sanitation from 72 to 36 per cent. At the same time, infant mortality rate per 1,000 live births has been reduced from 64% to 31%, under-five mortality rate from 85 per 1,000 live births to 37  and maternal mortality rate from 90 to 37 per 1000 live births. Moreover, while 88% of one-year-olds were fully immunized against tuberculosis in 1988, the ratio for 1997 had reached 98 per cent. The figure for measles increased from 83 to 95 per cent. It is interesting  to note that in a ten year period from 1988 t0 1997, the number of physicians per 100,000 population increased more than twice, from 50 to 108. 

Progresses in other areas have also been fast. As an example, the daily per capita supply of calories increased from 2612 grams in 1988 to 3415 grams in 1997, and the per capita supply of cereals increased by over 20 kg, from 197 to 221. On the production side, the index of food production increased from 100 in 1988 to 137 in 1997. Generally speaking, the food security situation has improved in recent years although  dependence on food import increased from 16 to 17 per cent during 1988-97.

There were more improvements in other human development indicators, too. With regard to access to information and communication during 1988-97, the number of radios per 1,000 households increased from 670 to 720, that of television sets from 620 to 905, consumption of printing paper from 3.7 kg to 7.7 kg per head, and main telephone lines from 36.2 per 100,000 persons to 106.8 . 

In the area of population trends during1988.97, crude birth rate decreased from 38.0 to 19.5 per cent, crude death rate from 10.0 to 6.5 per cent, dependency ratio from 93.2 to 74.5 per cent and the total fertility rate from 5.9 to 2.6 per cent . Contraceptive prevalence rate increased from 49.0% in 1989 to 72.9% in 1997.

With regard to the use of energy, per capita electricity consumption increased from 763 kw hours in 1988 to 1281 kw hours in 1997 while traditional fuel consumption decreased from 1.0% of  total to 0.5% in the same period.

On the use of  natural resources and environmental degradation, however,  Iran has a very poor record.  During the 1988-97 period, CO2 emission increased from 2.56 to 4.15 metric tones per capita and  the annual internal renewable fresh water resources decreased from 2254 to 1915 cubic meters. It is believed that with the current rate of use of forests, which are mainly to be found in  Caspian Sea region, country’s forests will be lost in twenty years. This together with the loss of ecosystems and precious bio-diversity, soil erosion and pollution of water resources and the air in major cities pose a real danger to the environment in Iran and if drastic measures are not adopted to address the matter, it will not be long before we witness an “environmental scrap yard”.      

Generally speaking, the overall human development situation in Iran has improved and its index has increased from 0.642 in 1988 to 0.758 in 1997.  The country’s ranking in the world has also improved.         

Employment

Generation of employment and high unemployment rates are the critical issues and the main concern of the government nowadays. 

As stated earlier, high population growth in 1980s has now resulted in ever increasing number of job seekers that often lack the necessary skills demanded by the market.  Moreover, illegal employment of foreign nationals who reside in Iran as refugees and are thought to take up over one million job opportunities and work for lower wages reduces the chances of Iranians in engaging in especially tasks not requiring high skills such as in the construction sector. Added to this, the industrial sector, which should potentially be able to create jobs, is not very viable and is highly dependent on imports. Moreover, the oil industry which mostly exports crude oil but accounts for a large portion of the national economy in Iran is highly capital intensive and thus does not create jobs proportionate to its share in GDP. At the same time, the agricultural sector has limited potential to generate employment.

All these factors have resulted in high unemployment and gross under- employment in the country. The structure of employment has such been formed that reflects the above-mentioned influence. As shown in Table 1-3, agricultural sector accounts for nearly a quarter of total employment creation while the industry only creates less than 18% of the jobs in the country, the rest of the job opportunities being in the service sector. As one can see in the table, a large administrative structure has been created by means of provision of public services such as education, health, administrative service and support services, which are highly dependent on income generated from the sale of crude oil. Naturally this dependence on crude oil income increases the vulnerability of the country at times of oil price fluctuation and recession in oil importing countries.

Promotion of non-oil exports has been considered as, among others, a means to create jobs, but so far with limited success as the country’s  administration is highly geared to serving the import trade, rather than exports.

Looking at the structure of employment during the two population census of 1991/912 and196/97, the changes  and improvement in favor of the industrial sector in the structure of employment is not drastic and may  even have worsened recently as the government has closed down many of the state-owned enterprises which can not stay in the business in an increasingly  competitive economic environment and inflow of imports..  

It is very critical for the government to create employment for the growing number of job seekers. But the cost of creating so many  jobs is so high that the government is trying to encourage foreign direct investment  and promote tourism. These , however, are facing many legal and cultural barriers, which in the long run are beyond the ability of the government to resolve.

National economy

National economic developments in Iran have directly been a function of developments in crude oil prices and exports for the last three decades. At times of high oil income the economy has relatively prospered with higher growth rates and increased activities more dependent on oil revenue. During the period of lower petroleum prices and earnings, however, other activities have gained relative importance. Tables 1-4a & 1-4b shows the contribution of various categories of activities in the domestic production of the country. As is evident, agriculture sector plays a dominant role in the Iranian economy both in terms of income and 

Table 1-3: Employed population of 10 years age and their share ( %) by major industry group in urban and rural areas (1,000 persons), 1996/97*

Major industry group                        Total country             urban areas             rural areas

Agriculture, hunting and forestry        3,319                             444                      2,820

  %                                                        (22.8)                           (3.1)                      (19.4)

Fishing                                                   39                              17                            21

  %                                                         (**)                              (**)                        (**)   

Mining and quarrying                           120                            90                            29

  %                                                          (**)                           (**)                         (**)  

Manufacturing                                    2,552                         1685                          863

   %                                                        (17.5)                        (11.6)                        (5.9)

Electricity, gas and water supply          151                          123                             28

 %                                                           (1.0)                        (**)                            (**)  

Construction                                        1,650                       1,039                           611

   %                                                         (11.3)                      (7.1)                            (4.2)

Wholesale and retail trade, repair of          

 motor vehicles, motorcycles and 

personal and household goods             1,842                       1578                            264                                              

  %                                                         (12.6)                      (10.8)                          (1.8)

Hotels and restaurants                           85                           69                              15  

  %                                                           (**)                         (**)                            (**)      

Transport, storage and communications 973                         725                             248

   %                                                          (6.7)                       (4.9)                            (1.7) 

Financial inter-mediation                      153                        143                               10

    %                                                         (1.1)                       (**)                            (**)     

Real estate, renting, and business activities 149                  137                               17

   %                                                          (1.0)                       (**)                             (**)

Public administration and defense,    

compulsory social security                  1,618                    1, 214                             404

    %                                                      (11.1)                      (8.3)                              (2.8)

Education                                            1,041                        868                             173

    %                                                       (7.1)                        (6.0)                           (1.2)  

Health and social work                         303                        257                               48

    %                                                        (2.1)                         (1.8)                            (**)

Other community, social and personal

 services                                                224                         184                              40

     %                                                       (1.5)                        (1.3)                            (**)

Miscellaneous and others                      353                          233                            118

   %                                                          (2.4)                         (1.6)                           (**) 

Country total                                   14,572                        8,799                         5,711

    %                                                    (100.0)                        (57.5)                        (37.0)

Source: Statistical Center of Iran , Iran statistical yearbook, 1998/99

** data concerning unsettled population is only reflected in country total

Table 1-4a: Gross Domestic Product at factor cost  by sector and sectoral distribution (%), 1982-83 prices), billion Rials  

GDP by

Sector                      1991/92    1994/95   1995/96   1996/97   1997/98   1998/99    

Agriculture              3120.2       3605.5      3688.4       3822.9      3957.6      4277.8

  %                             (26.4)        (27.2)       ( 26.5)       (26.0)       (26.1 )     (27.7 ) 

Mining                       68.4           80.0          84.2       88.2          91.0          94.6 

  %                              ( 0.6 )        (0.6   )     (0.6 )         (0.6  )       (0.6  )       ( 0.6)

Manufacturing          1940.3       2061.1      2180.6       2320.1      2510.3     2633.3

  %                             (16.4 )        (15.5 )      (15.6 )       (15.8 )     (16.5 )      (17.1 )       

Petroleum                 2516 .7       2496.1      2517.8       2566.0      2430.0    2410.4                                              

   %                           (21.3 )       (18.8 )       (18.1  )       (17.5 )     (16.0 )      (15.6 )

Water, electricity     

and gas                       285.0         377.4        397.3         424.9         443.9      466.8

    %                           (2.4 )           (2.8)        (2.8  )         (2.9  )       (2.9 )        (3.0 )

Construction               508.3         596.4        623.8         707.8        686.0       613.4

    %                            (4.3 )       (4.5  )         (4.5)          (4.8 )         (4.5 )        (4.0 )

Services                    4945.9           5885.9       6024.6     6339.1     6608.9   6539.7        

    %                           (41.8)       (44.3)       (43.4 )        (43.1)        (43.5)      (42.3 ) 

Less: Imputed bank

service charges        120.7           117.1           58.3         76.7           29.5          18.5

   %                          ( 1.0 )          ( 0.9)         (0.1)        (0.5 )          (0.2 )         (0.1 )

Terms of trade

 Adjustment           -1439.3     -1704.2         -1574.4     –1498.3   - 1503.8  -1572.8

    %                        (-12.2)      (-12.8 )       (-11.3 )     (-10.2   )    ( -9.9  )     (-10.2)   

GDP at factor cost  11824.8     13280.4    13884.0     14694.0    15194.4   15444.7        

   %                           (100.0)      (100.0)    (100.0 )       (100.0)     (100.0)    (100.0)

Per Capita GDP*

In Iran Rials)        211,773     227,452    234,276     247,943     249,022    249,138

Source: Statistical Center of Iran, Iran Statistical Yearbook, March 1998- March 19999.

*As the population data based on national census was available only for 1991-92 and  1996-97, average population growth rate of 1.5% was used to arrive at the population figure. For the subsequent years and according to official estimate, a growth rate of 1.6% is applied.

Table 1-4b : Annual growth rate of GDP by sector, 1991/92-1998/99 

                                                                             Year



Sector                           1991/92   1994/95   1995/96   1996/97  1997/98   1998/99  

Agriculture                       -                4.9           2.3           3.7           3.5            8.1     

Mining                              -               5.4            5.3          4.8           3.2             4.0         

Manufacturing                  -               2.0             5.8          6.4           8.2            4.9                                              

 Petroleum                        -              -0.3            0.9          1.9          -5.6            -0.8     

Water, electricity

and gas                              -              9.8            5.3           7.0            4.5            5.2

Construction                    -             5.5             4.6          13.5          -3.2         -11.8                   

Services                            -             6.0             2.4           5.2            4.3         -10.6         

GDP at factor cost           -             4.0              4.6           5.8           3.4             1.6          

Per capita GDP                -             2.4              3.0           5.8            4.4            0.5      

Source : calculation based on data from Table 1-4a

employment and accounts for more than a quarter of domestic production. It is  mainly  labor intensive and located in rural areas. It is partly mechanized and highly dependent on dry farming for the production of crops. Attempts to become self- supporting in basic foodstuff have largely failed and the country is dependent on imports for staple items. Staple food  prices are largely subsidized and hence there is a lack of incentive for farmers to produce more. Rural population as a result tend to migrate to towns in search of higher standard of living and better facilities. For the production of meat and protein, on the other hand,  the country is self-sufficient and per capita consumption, especially of seafood, is increasing. 

Manufacturing sector is the next important section of the economy both in terms of  employment creation and income generation but is highly dependent on imports for machinery, raw and intermediate materials. It is especially  vulnerable during the periods of foreign exchange shortage. It is highly protected against imports and often produces low quality industrial products. Despite heavy investments in the last two decades, the share of manufacturing in the national economy has been decreasing in favor of services sector.. Manufacture of food and beverages products, textiles, chemicals, non-metal minerals, machinery and equipment, and motor vehicles form the core of manufacturing activities in the country and are mainly concentrated in the capital city (Tehran), Esfahan , Tabriz, Arak and Ahvaz, with the capital city and the adjacent areas housing about 40% of all industrial activities in the country. These industries were mainly established by the public sector in 1960s and 1970s and are often in need of renovation. Their products are almost all domestically consumed and lack the competitive edge to enter the world markets as the main concern of the government’s industrial policy is to preserve/create jobs with disregard to efficiency and competitiveness notions. In the last few years the government has been trying to divest the state industries and introduce competition as a means of enabling the firms to increase product quality. The government has also attempted to attract foreign investment, although with limited success, to both generate employment and enable the firms to link up with developments in international market place.

As against the manufacturing sector and with the abundance of  non-metal minerals, growing population and the need for developing infrastructure in the country, the construction sector is almost self- contained and directly relates to over 50% of economic activities in the country. It employs over 10% of the labor force but produces less than 5% of the GDP and as such is a prime target of government intervention at times of slow down in economic activities. The sector has true indigenous potential and has developed as a self- sustained industry in the country.

Next in the country is the petroleum sector which has been developed in line with the exploitation of abundant crude oil and natural gas resources in the country. It is highly capital intensive and employs less than 1% of the country’s labor force although it accounts for around 20% of the GDP, over 50% of government’s budget revenue and over 80% of the foreign exchange earning of the country. It is, however, very vulnerable to fluctuation in international oil prices and as a result has high impact on domestic economic activities. Indeed, economic growth in the country has been at the mercy of the petroleum sector. The government for long has been trying to reduce its reliance on oil income but so far with no avail. 

Importance of petroleum sector to provide foreign exchange has given rise  to a large services sector that accounts for over 40% of GDP and employment in the country. A sizeable number of people are employed in wholesale  and retail trade whose activities are mostly linked to the procurement and distribution of imports. Moreover, with the government receiving all the proceeds of the petroleum income, a large administrative apparatus has also been developed which provides health, education and other public services throughout the country. Indeed and due to this the government is a large employer in the country and accounts for  about 30% of the total employment in Iran.

To sum up, Iranian economy for the last three decades has experienced chronic stagflation and its rate  of growth has been very moderate if not slow and negative. The real GDP at factor cost has increased from 11254.3 billion Rials in 1976/77 to 17455.1 billion Rials in 1999/2000 showing an average annual increase of only 1.9%. The population at the same time has increased  by an average annual rate of 2.7%. As such, per capita income has actually decreased and the average Iranian is now poorer than three decades ago. Lack of sufficient capital formation and inefficient use of resources and low use of capacity utilization are  the main causes of this decline in per capita GDP. While in 1970s the share of gross fixed capital formation as percentage of GDP was around 30, in 1980s and 1990s this rate has fallen to less than 20. Moreover, most of the capital formation has been realized in the construction of buildings and hence less investment has been done in acquiring equipment and machinery which usually lead to increased production. Furthermore, the industry in most years in the last two decades has produced at less than 50% of the capacity and in many instances firms produce at as low as 30% of the capacity. Table 1-5 summarizes the state of Iranian economy which is characterized by high rate of inflation and unemployment, high dependence on export of petroleum export for generating hard currency income, relatively high rate of national saving but much lower rate of fixed capital formation and fast depreciating national currency. The gap between national saving and capital formation is reflective of non-conducive economic environment which makes it impossible to engage in productive activities in the real sector of the economy and hence intermediation and rent seeking is highly prevalent in the country.

Table 1-5: Some macro- economic indicators of Iran

                                                                       Year

Indicator

                            1991/92      1995/96   1996/97    1997/98   1998/99   1999/2000

Inflation rate          20.7            49.4         23.2         17.3          20.0           20.1 

Unemployment

Rate                       11.1             N.A.          9.1          12.1         13.9           15.1                                

Budget deficit

 as % of GDP        N.A.              3.5             1.7           3.0           6.8             1.1

Foreign debt

as % of export

of goods                 N.A.             119                75            66          107           53

Gross fixed 

Capital formation 

as % of GDP                16.0       16.6          16.8           16.2          14.9         14.3     

National savings

as % of GDP                  30.4      24.9          25.8           23.2            21.4       22.6    

Rate of exchange                 

( US$ to Rials)                                             4446        4782        6468           8658   

Trade balance

(million US$)              -6529     5586         7402           4258       -1116          6215

Export of oil/gas

as % of total 

goods export                85.8        82.3            86.1         84.2          75.7            82.4  

Source : Central Bank of Iran, Economic Report and Balance Sheet ( various years) and Quarterly Economic Trends ( no. 16 and 21) , Statistical Center of Iran: Iran Statistical Yearbook (1998/99) 

1.2: Future Prospects 

As noted in the previous section, Iranian economy is highly dependent on hydrocarbon exports and international price of petroleum directly effects foreign exchange income of the country and thus the developments in the domestic economic scenes. It was also stated that Iranian economy  had been suffering from chronic high inflation and unemployment rates.

Given the past experience, it is expected that this trend by and large would persist  at  least in the medium term. To, however , be able to point to some of the likely developments in the Iranian economy in the next five years and as planned by the government, it is helpful to briefly describe some of the  changes in the main economic indicators of the country. These changes have been planned in the Five Year Development Plan  (FYDP) of the country which  commenced in year 2000/2001 and is to be concluded in year 2004/2005.

Based on the FYDP, the real GDP is to grow with an average annual rate of 6.0% throughout the plan period. The non-oil GDP, at the same time, is to increase by average rate of 6.8% which is an indication of  less reliance on petroleum income. This rate of growth is to be achieved through allocation of about 25% of  total GDP to investment purposes which compared to the recent performance of the economy  would be a significant achievement. As to the distribution of the investment expenditure, the private sector is to undertake over 60% of the total national investment. The investment expenditure is mostly to be met from domestic resources, but export of goods and services are also to contribute. In this, the total foreign exchange income of the country is estimated to be around US$ 21.0 billion per year. Of this total annual foreign exchange income, about US$ 13.0 billion  would be from the sale of petroleum and petroleum products, about US$ 7.0 per year from the export of non-petroleum export, and the rest from the provision of services. 

As far as the non- petroleum exports is concerned, the predicted annual income is quite ambitious since the total annual receipts are to grow by 100% in the five years of FYDP period.

The plan has also targets for the level of price increases. The annual rate of inflation is to decrease from 22.1% in 1999/2000 to 13.0 in the year 2004/2005. According to this the average annual rate of the inflation is planned to increase by 15.9% during the plan period. Although this figure is optimistically set but is still quite high by  international standards. Given this rate of inflation, the value of the national currency is set to depreciate further and cause the currency parity rate to increase from about 8,000 to 16,000 Rials to the US dollar. 

The plan also has set targets for the rate of unemployment of work force. It is estimated that the unemployment rate would be 14 to 15 per cent of the labor force and the actual number of persons without jobs  would be between 2.2 to 2.7 million persons which is quite alarming and cause for concern. Most of these jobless persons will be the school leavers and the graduates from the institutions of higher education. This level  of unemployment is based on the assumption that during the plan period, an average of 765,000 new jobs will be created every year. 

On the whole the main emphasis of the development plan is to streamline the country’s administration system, divest public industry and economic entities, introduce competitiveness into economy, decentralize decision making, promote non-oil exports and reduce the dependence on  income generated from the sale of crude oil. These were the main themes of the previous development plan, too. That plan was not successful to achieve all the goals. For example, the rate of inflation was planned to be 12.5% per year while in actuality the prices increased by 25%. The target for non-oil exports was not met either and only about 65% of the forecasted revenue was realized. The target for employment generation was not achieved and the GDP growth was about half of the target for the first four years of the plan. So by proxy, the current development plan is not expected to meet its targets, especially in the creation of jobs. In fact the target of creating 765,000 jobs per year in the next few years is very optimistic since for the 20 years to 1996/97 only 110,000 jobs  were created and there is no hard evidence that the ability of the economy in providing new jobs has substantially improved. 

So in the next four to five years and even  in the next  ten years, the overall  economic situation is to remain roughly the same and one should expect high rate of inflation and unemployment, depreciation of national currency, low rate of capital formation, low rate of national income growth , more uneven distribution of income, spreading of poverty and lack of economic stability.   

Chapter 2: The Economic Hinterland of the Caspian Sea

2-1 The Most Important Effects of Socio-economic activities

The Caspian Sea Economic Hinterland has an approximate area of 59,437 Square Kilometers in Iran, which is administered in the framework of 3 provinces, namely Gillan, Mazandaran and Golestan Provinces. The Alborz Mountain Range and Talesh separate this region from the Iran Plateau. Mountains, plains and foothills cover approximately 53%, 34% and 13% of the region respectively.

According to the latest census in 1996, the total population of the entire region is about 6.27 million (1,350,457 households).

From the total regional population, approximately 2.83 million (45.2%) resides in 88 urban centers and 3.43 million (54.7%) lives in 6,735 rural areas. Meanwhile, 0.1% of the total regional population resides in uninhabited areas. 

This region, which encompasses 3.5% of the national area, is the residence for 10.44% of the Iran’s population. Approximately, 14.3% of the cities, 7.7% of the urban population as well as 14.9% of rural population of the country are situated in this region. The Relative Population Density in the region is 105.5 individuals per Square Kilometer, which is about three times the national Relative Population Density. 

Much of the population settlement and economic activities are concentrated in the plains, which includes 34% of the total regional area. The concentration of agricultural, industrial, fishing, transportation, mining, tourism and service activities in the plain region is quite significant. 

Agriculture:

Agriculture is the most important economic activity in the coastal area, which its lion share, also belongs to the plain region. The total cultivated land in the region is 1,468 thousand Hectors, where 1,258 thousand Hectors (85.7%) are used for cultivation of annual crops and 210 thousand Hectors (14.3%) are utilized for cultivation of permanent crops (non-fruit tree gardens and orchards). The most important crops of the region include wheat, barely, rice, cotton, oily seeds, tea, tobacco and olive. About 93%, 100% and 30% of rice, tea and olive products of the country are produced in this area respectively. Table 2-1 shows the cultivated land and the output of major agricultural products in the region. 

Table 2-1 : cultivated land and the output of major agricultural products in the region

Crops
Cultivated Land 

(1000 Hectors)
Product

(1000 Tons)
Price per kilo(Rials)
Total Price

Billion Rials
Total Price

in Million $

Wheat
349.8
647
672
434/8
54/3

Barely
159.5
203
535
108/6
13/6

Rice
496.5
2571
4400
11312/4
1414

Cotton
146
257.8
1990
513
64/1

Oily Seeds
98.5
94.7
1395
132/1
16/5

Tea
35
278
850
236/3
29/5

Total
1285.3
4051.5
-
12737/2
1592

Most of the agricultural activities in the region are categorized as intensive cultivation. In order to implement these agricultural activities, 254 thousand Tons of various chemical fertilizers are being used annually. Approximately, 13.1% of the total consumed chemical fertilizers at the national level were utilized in this region in 1998. The ratio of various fertilizers used in proportion to the total cultivated land, indicates that 173 Kilograms of fertilizers is consumed in each hector of land in this region. Since the average national consumption of fertilizer is 136 Kilograms per hector, therefore this region consumes 37 kilograms of fertilizer more than the average national amount. 

Animal Husbandry: 

The animal husbandry activities are either performed with traditional or industrial methods. The total number of small domesticated animals (sheep and goat) is 3,445 thousand Heads and the number of large domesticated animals (cow and calf) is 1,004 thousand Heads in the region. In addition, 8, 2, 57 and 32 thousand Heads of buffaloes, camels, horses and mules & donkeys are being kept in the region respectively. 

In the industrial cattle farms of the region, about 36,937 Heads of cows from various hybrid races are being kept, which includes 6.8% of the total number of cows in the in the industrial cattle farms nationwide. Approximately, 69 thousand Tons of milk and 119 thousand Cubic meters of animal fertilizers are being produced, which the value of milk and fertilizer produced are 33,262 and 1,159 million Rials respectively. 

There are 1,557 rearing units of layer type active in the region with the capacity of 2.2 million pullets. The amount of fertilizer produced in these units is 3,234 Tons annually. The total weight of the region’s products includes 86 thousand Tons of red meat, 709 thousand Tons of milk, 80 thousand Tons of white meat and about 40 thousand Tons of eggs per year. 

The total value of the eggs and layer type pullets produced in the poultry farms are 38,056 and 499,114 million Rials respectively. This amount approximately contains 16.2% of the total value of reared pullets produced in the country. 

Fishing:

The fishing activities are widespread in the coastal area. In 1998, 101,500 Tons of various types of fish were caught, which included 85 thousand Tons of Kilka, 15,300 Tons of other bonny fishes and 1,200 Tons of Sturgeon. 

Approximately, 25.4% of the total catch and aquatic production in the country was conducted in the Caspian coastal area. The amount of various types of Caviar is 157 Tons annually. The catching equipment includes 996 vessels at the Caspian shores that include 6 ships, 125 small ships and 865 boats. 

Forests & Pastures:

The total forest area in the region is 1.89 million Hectors (15.3% of the national forests). Approximately, forests cover 32% of the total land in the region. From the entire forests in the Caspian Sea Hinterland Region, 1.3 million Hectors have commercial value. This is the only region whose forests have commercial merit in the country. About 1.3 to 1.5 million Cubic Meters of wood is produced from the above-mentioned forest resources. Asalem Wood Cutting Factory, Talesh (Chouka) Wood & Paper Factory and Neka Wood Industries are the main wood processing units in the region. In addition, there are numerous carpentry shops and small wood processing units, which obtain their required raw material from the forest resources or the non-fruit tree gardens. 

The total pasture area in the region is 3 million Hectors that cover 50.5% of the lands in the region. Since, most of lands in the plain region are utilized for agriculture and gardening, most of the pastures are located in the mountainous and foothill areas. From the total pastures in the region, 19.7% (591 thousand Hectors) are categorized as rich pastures, 63% (1.9 million Hectors) are mediocre pastures and 17.3% (520 thousand Hectors) are considered poor. The reduction in the size of forest and pasture lands in the region is due to the population increase, expansion of agricultural lands for the production of more food products, the increase in the number of cities and villages, establishment of new industries and construction of new roads during the past century. Unfortunately, only limited forestation has taken place to combat the deforestation and diminishing quality of pastures. For example, only 7,978 Hectors were used for reafforestation in 1998. 

Industry:

Generally, most of the industries in the region obtain their raw materials from the natural resources or the local agricultural products. Nevertheless, there are industries like electronics, chemical and pharmaceutical, metals and etc., which are not compatible with the regional environment. At the present time, the industrialization process in the region is growing very rapidly. For instance, 1,075 establishment permits (15.7% of the national amount) and 360 operation permits (13.6% of the national amount) were issued for the industrial activities, only in 1998. 

The main industrial activities in the region include wood & paper industries, silk processing, rice threshing, tea drying, vegetable oil production, textile, fisheries, olive oil extraction, tobacco processing and other industries in the region. 

There are 1,132 units of big industrial shops (more than 10 employees). From the above units, 75.9% possess 10 to 49 workers, 10.85% have 50 to 99 workers and 13.3% employ 100 or more workers. Therefore, most of the industries in the littoral provinces belong to the first group, which indicates the prevalence of small and medium size shops in the regions. The number of employees in the big industrial shops was 81,592 in 1997. This statistic reveals that the big industrial shops have an average of 72.1 workers. 

Almost all of the industrial units in the region are contaminating the environment by discharging their sewage into the rivers. These industries include Talesh Wood & Paper Industries, Rasht Pars-Toshiba Factory, Ganjeh Leather & Oil Processing, Mazandaran Neka Wood Factory, Mazandaran and Gilan Power Plants, Gha’aem-Shar’s #1 and #2 textile Factories, Caspian Fur Factory, Mazandaran Compost Factory, Chalous Copper & Coke Manufacturing, Rasht Dairy Products, Mazanadaran and Golestan Factories as well as the agricultural industries, leather processing, cotton production and food industries located in the Ghara-Sou River basin. All of the above industries are the main sources of water and sea contamination in the region. 

It is important to point out that the industrial waste is directly by itself or indirectly with the urban sewage enters the surface water network. Meanwhile, most of the industries are situated in the plain region, where the rivers have a very slow current due to the ground’s mild slope. Therefore, rivers cannot self-purify themselves naturally. In addition, the industries located in this region either do not possess a sewage treatment facility or have inadequate sewage treatment equipment.

Transportation:

The total asphalt paved roads in the region are 7,269 Kilometers and the total dusty and rural roads are 11,354 Kilometers. Therefore, the total roads in littoral provinces are 18,623 Kilometers. The Coefficient of Road Density is 12.2 Kilometers for the asphalt-paved roads and 31.3 Kilometers for other types of roads per 100 Square Kilometers (the average Coefficient of Road Density in the country is 11.4 Kilometers per 100 Square Kilometers). The total number of trips made inside and outside the region by the public transportation vehicles is 779,000. Approximately, 11.93 million people travel annually by the above-mentioned vehicles. Meanwhile, the number of trips made by the private vehicles must be added to these statistics. 

In 1998, about 11,708 vehicles were registered, from which 62.9% were private vehicles. 

The maritime transportation is conducted via Anzali, Noshahr, Neka, Gaz and Turkmen Ports. In addition, there are numerous small fishing ports in the area. In 1998, a total of 908 ships entered the ports and unloaded 2.84 million Tons and loaded 99 thousand Tons of merchandise respectively. Approximately, 3 thousand passengers are being transferred between the Iranian ports and the ports of the Caspian littoral states via the shipping lines annually. 

The air transportation is performed through 4 airports at cities of Rasht, Sari, Ramsar and Noshahr. They transfer 157 thousand passengers annually in their internal flights. 

Fuel & Energy:

The consumption of fuel and energy is relatively high in the region. In the Caspian Sea Economic Hinterland Region about 5.6 million Cubic Meters of various oil by-products are consumed per year (9.2% of oil by-products consumption in the country). These numbers are shown in Table 2-2:

Table 2-2 : Consumption of Energy in the region

Type of Oil By-product
Amount 

(1000 Cubic Meters)

Gasoline
1477.6

Kerosene
1349

Gas oil
2147

Fuel Oil
596.3

Engine oil 
37.2

Total 
5607.1

Reference: Annual National Statistics, 1998

There are 65 cities in the area that have natural gas pipelines and construction of pipelines for another 9 cities is underway. Also, there are 356,670 natural gas subscribers in the region, which 96.3% are residential and the rest are a commercial and industrial subscriber. 

The Ministry of Energy and the hydroelectric power plants of Gilan and Mazandaran Regional Water Organizations supply the required electricity. The total annual electrical consumption is about 5.49 million Mega-Watt-Hour (7.1% of the national consumption). 

Mining:

There are 266 mines in the coastal provinces, where 8164 workers are employed. There are 36, 69 and 121 mines in the Golestan, Gilan and Mozandaran Provinces respectively. The major mineral materials include coal, rock, limestone, decorative stone, shell, copper, silica, sand and gravel. The sand and gravel excavation, which usually takes place near the rivers or the riverbeds, contaminates the environment considerably. 

Tourism:

The Caspian Sea Economic Hinterland Region is the most important tourist attraction pole in the country. There is a collection of aquatic, historical, cultural and economic spectacles and interests that attracts millions to this region annually. 

There are 353 residential units and 12,390 restaurants in the region to accommodate the visitors. Meanwhile, 70 hotels/motels are divided into various classes. These units contain 2,641 rooms and 5,290 beds.( Table 2-3) 

 Table 2-3 : Number of Hotels, Beds and Rooms in the Region (1998)

Caspian

Sea

Economic

Hinterland

Region


5

Star


4

Star


3

Star


2

Star


1

Star


Total 


# Of

Rooms


# Of

Beds




1
3
7
34
25
70
2,641
5,290

Reference: Annual national Statistics, 1998

In addition to the above-mentioned hotels and motels, there are numerous private residential units hosting the visitors. This region has more than 5.5 millions tourists every year. 

2-2- Geographical Regions, Population & Employment:

Geographical Regions:

 Although the Caspian Economic Hinterland Region has a relative geographical unity from west to east and from the plains to the mountains, there are significant differences as well. The average annual temperature in Astara (at the extreme point in the west) is 15.6 degrees centigrade and in Gorgan and Gonbad (in the eastern part of the region) is 17.5 degrees centigrade. In the same manner, the precipitation at the Peelmira-e-Talesh Station is close to 2,000 millimeters and in Gorgan is about 610 Millimeters annually. This climatic difference from the west to the east has an evident impact on the flora, river flow, agricultural geography and other environmental factors. Thus, in the western and central regions, where there is more precipitation; rice, tea, citrus fruits, tobacco and fruit trees are cultivated and in the eastern region with less precipitation; wheat, barley, cotton, oily seeds and garden fruits are the main crops.

The entire surface waters in the region end up in the Caspian Sea basin. The most important rivers from the west to the east are: Shafa-Roud, Sefid-Roud, Shalman-Roud, Chalous, Haraz, Babol-Roud, Laar, Tajan, Neka, Ghareh-Sou and Gorgan-Roud. Most of these rivers due to their sharp slope in the mountains have a fast current and create deep valleys in the Northern Alborz range. 

Furthermore, the width of the plain region is not the same throughout the shoreline. In the western part of Gilan and Mazandaran provinces, the width of the plains is between 1 to 6 Kilometers, but in the central part of Gilan and Mazandaran provinces as well as the eastern part of Golestan, the width of the plain reaches 50 Kilometers. Moreover, Forests cover the foothills up to the elevations of about 2,600 Meters and above this area, the mountainous steppes, which make up the regional natural pastures, begin and continue to the crest of the mountain.  

There are One National Park, 8 Wildlife Refuges, 4 Protected Areas and 3 National-Natural Monuments in this region and the Department of the Environment is responsible for the management of these sites. 

The Caspian Sea Economic Hinterland could be divided into several districts according to different geographical, political and administrative criteria.

From the political and administrative point of view, this region is divided into three provinces:

Gilan Province with an area of 


14,711 Sq. kilometers

Mazandaran Province with an area of 
       
23,833 Sq. Kilometers
 

Golestan Province with an area of 

20,893 Sq. Kilometers

Total 






59,437 Sq. Kilometers

From the geographical point of view, this region could be divided into three natural geographical areas:

Plain Region with an area of 

20,208.6 Sq. Kilometers
34%

Foothill Region with an area of 

7,726.8 Sq. Kilometers
13%

Mountainous Region with an area of 
31,501.6 Sq. Kilometers
53%

Total 





59,437 Sq. Kilometers
100%

The population density and degree of activity in various geographical areas is quite different and the Plain Region is the most populated and active area. 

Population:

The Caspian Sea Economic Hinterland Region had 3.59 million residents in 1966 and there were 40 urban centers in the region. During a 30-year span, its population increased to 6.27 million with 88 cities in 1996. From the total population in 1996, 45.2%, 54.7% and 0.1% were settled in the urban, rural and uninhabited areas respectively (Table 2-4). 

Table 2-4 : the Population & Social Specifications in the

 Caspian Sea Economic Hinterland Region (1996)

Province


Area

Sq. Km


Population

Million


Urban

Population


Rural

Population


Non-Residential

Population


# Of

Cities


# Of

Villages






#
%
#
%
#
%



Gilan
14,711
2.24
1.05
46.8
1.19
53.2
436
---
36
2699

Mazandaran
23,833
2.60
1.19
45.9
1.41
54.1
---
---
36
3037

Golestan
20,893
1.43
0.59
41.3
0.83
58.2
7132
0.1
16
999

Total
59,437
6.27
2.83
45.2
3.43
54.7
7568
0.1
88
6735

Ref: The Results of National Census in 1996, Iran Statistical Center and Annual National Statistics 1998, the Statistical Book of Gilan, Mazandaran and Golestan Provinces, 1998

The following aspects of environmental assessment of population distribution are quite important:

1- Except the 14 urban centers located in the mountainous and foothill regions with the total inhabitants of 101 thousands, the rest of the cities are situated very close to each other in the plain region. 

2- Approximately 96.4% of the urban population and 85% of the rural population reside in the plain region. Therefore, the plain region is the most populated area in the coastal region. 

3- The urban population with the daily water consumption of 200 Liters per person requires 567 thousand Cubic Meters of water every day. Considering that 85% to 90% of the consumption water is discharged as urban sewage, then the there is a daily urban sewage of 482 to 510 thousand Cubic Meters, which a major portion of it is discharged into the surface waters of the region without any kind of sewage treatment. 

4- Each person produces 900 Grams of garbage each day. Since, there are 6.27 Million people residing in the region, a total of 5,643 Tons of garbage is produced daily, which the urban centers produce 2,550 Tons (45.2% of the regional amount).

5- None of the cities in the region has any kind of sewage treatment facilities and the raw sewage is discharged into the surface waters or the underground water resources.

6- Garbage trucks and other transportation equipments are used for the collection and disposal of waste in the urban areas. Unfortunately, there isn’t any kind of organized system for collection and sanitary landfill of the garbage in the rural areas. Meanwhile, all of the cities have special landfill and dumping sites, but due to the high volume of garbage and the high elevation of water table in the plain region, sanitary landfill is not possible and usually creates environmental problems. 

Employment:

A comprehensive study of the employment in the region reveals that 35.43% and 32.15% of the total population above the age of 10 are employed in Mazandaran and Golestan Provinces respectively. The unemployment rate is 5.49% and 3.45% in Gilan and Golestan Provinces respectively. The students and housewives make up 51.4% and 57.85% of the population above the age 10 in the Mazanadaran and Golestan Provinces. The rest of the population above the age of 10 are either unemployed or are involved in miscellaneous activities. Most of the employed population above the age of 10 is participating in agricultural activities in the region (Table 2-5). 

  Table 2-5 : Employment in the Regional Provinces (1996)

Province


Total # Of

Employed


% Employed

In Agricultural

Sector


% Employed

In

Industrial 

Sector


% Employed

In

Service 

Sector


Unspecified



Gilan
631520
39.36
20.48
38.51
1.55

Mazandaran

& Golestan
994425
36.52
22.51
39.46
1.51

Entire Region

& Average
1,625,945
37.94
21.5
39
1.53

Ref: The Comprehensive Results of Census in Gilan & Mazandaran Provinces, 1996

The total population of the region above the age of 10 is 4,875,099 which 1.78 million and 3.09 million reside in Gilan, and Mazandaran & Golestan Provinces respectively. From the total regional population above the age of 10, about 1,830,465 (37.5%) are active and 2,986,439 (61.3%) are inactive. The active population above the age of 10 in Gilan Province comprises 40.9% of the total population, where in Mazandaran and Golestan, the ratio is 35.6% of the total population. 

From the active population of Gilan Province, and Mazandaran & Golestan Provinces 631,520 (86.6%) and 994,425 (90.3%) are employed respectively and the rest are unemployed. 

The unemployment statistics for the region varies, whether the population above the age of 10 or the active population is used as the criteria for the census.  

In 1996, the number of unemployed, regardless of past employment or unemployment records, was 97,813 and 106,708 in Gilan Province, and Mazandaran & Golestan Provinces respectively. The number of unemployed comprises 5.49% of the population above the age of 10 and 13.4% of the active population in Gilan Province. In contrast, 3.45% of the population above the age of 10 and 9.7% of the active population in the Mazandaran and Golestan Provinces are unemployed. The ratio of unemployment in Gilan Province could be correlated with the recession in the tourism industry. 

Therefore, the total number of unemployed in the Caspian Sea Economic Hinterland is 204,521that comprises 4.2% of the population above the age of 10 and 11.17% of the active population in the region (Table 2-6). 

Table 2-6 : Number & Ratio of Unemployed above the Age of 10 and the Active Population

The provinces and the Region
# of 

Unemployed
% of the total Population Above the Age of 10
% of the Active Population

Gilan Province
97,813
5.49
13.4

Mazandaran &

Golestan provinces
106,708
3.45
9.7

The Entire Region
204,521
4.2
11.17

Reference: It is calculated based on the Tables #15 of the Comprehensive Results of the Census in Gilan and Mazandaran Provinces, Statistics Center of Iran, 1996

The Human Poverty Index (HPI) indicates that the littoral provinces at the Caspian Sea Region are in a better position from this perspective. The above-mentioned index for the entire country is 19.7%, but for the Gilan Province, and Mazandaran & Golestan Province is 17.4% and 16.6% respectively. In the other indices like the Real Gross Expenses per Capita and even the Top 20 Percent of Poorest and Wealthiest People Index, the statistics are lower in the region than the average national figures. One of the reasons for the lower statistics is the ability of the people in the region in providing a portion of their daily food consumption goods. The farmers and rural peasants in the region, produce a portion of their daily consumption of fruit, vegetable, white meat, eggs and dairy products in their backyards in addition to their main agricultural products. Therefore, the relatively lower Expenses per Capita compensates for the relatively high ratio of unemployment and the population under the poverty line in the region is less than the national average (Table 2-7). 

Table 2-7 : Some of the poverty & Wealth Indices in Gilan, Mazandaran and Golestan Provinces

Provinces & the Entire Country
% of HPI
Real Expenses per Capita

1000 Rials
Expenses per Capita for 20% of the Poorest People

1000 Rials
Expenses per Capita for 20% of the Richest People 

1000 Rials

Gilan Province
17.4
1,671
428
4,002

Mazandaran & Golestan 

Provinces
16.6
1,557
371
3,730

The Entire Country
19.7
1,899
430
4,537

Reference: The First Report on Human Development in Islamic Republic of Iran, Budget & Planning Organization and the United Nations, 1999

Important Environmental Impacts:

The high concentration of population and activities in the region, especially in the plains has created numerous environmental predicaments. Urban and rural population concentration, agricultural, industrial and commercial activities, transportation and tourism in the plain region as well as the lack of sewage treatment facilities in the urban centers and industrial sectors, and lack of sanitary landfill methods have resulted in profound disturbance of ecosystem and natural balance of the region. The reduction of forests and permutation of pastures and forests lands for agricultural and residential purposes have altered the land use in the region substantially.

In a research study performed on the microbial pollutants in the Caspian coastal area, the shoreline is divided into three sections, taking into account the microbial pollution resulted from the discharge of urban and industrial sewage (1):

A) Extremely polluted areas (10 thousand to 100 thousand Coliforms in 100 Millimeters of water)

Including the shorelines of Astara, Nokandeh, Anzali, Keyan-Shahr, Cham-kholeh and Kapour-Chal, which all of them are located at Gilan coastline. 

B) Very polluted areas (1000 to 10,000 Coliforms)

Including the shorelines of Jefroud-e-Gilan, Ramsar, Chalous, Hosseini Coast, Sorkh-Roud, Tajan, Ghara-Sou and Chapak-Roud in Mazandaran and Golestan Provinces. 

C) Relatively mild polluted areas (100 to 1000 Coliforms)

Including Salman-Shahr, Alamdeh, Meyankadeh and Ashouradeh regions. 

Comparing the above-mentioned areas with the less populated and low industrial density areas, reveals that the sections with extreme or high rate of pollution are generally situated near the large and medium size cities, and industrial centers. Eventually, the discharge of urban and industrial sewage and waste into the surface waters contaminates the coastal waters.

3-2- Forecasting the Trend of Future Developments:

The present condition of the Caspian Economic Hinterland in the Iranian territory indicates that:

1- The agricultural quantitative expansion in the plain region is at its maximum capacity threshold and the population will seek new cultivation lands in the foothills and mountainous regions in the future. 

2- The agricultural qualitative expansion is progressing without any comprehensive management and planning. Meanwhile, there is no organic relationship between the industrial and agricultural sectors. Therefore, the traditional agricultural practices along with more profound land use alteration will continue in the foothills and mountainous regions. 
3- Although much attention is paid to the development of industry, there are no criteria for selection of environmentally compatible industries and the industrial complexes established in the plain region are sometimes relocated without any precautions for sanitary landfill or establishment of sewage treatment facilities. 

4- The concentration of infrastructure, facilities and equipment in the plain region has created a wide gap between the accommodations provided in this region and the foothill and mountainous regions. Therefore, the plain region attracts more immigrants and becomes more and more concentrated and populated. 

5- The population increase and the rise in the number of cities situated in the plain region causes a continuous alternation of lands use in the vicinity of the urban centers and unremitting transformation of the populated rural centers into new cities. The current trend indicates that the inception of a long Megalopolis is underway. As the result of this trend, an urban corridor will be established along the coastline, which will interfere with the normal activities and conditions of the plain region.   

6- The main reason for concentration of tourist attractions in the coastal area is due to the beautiful Caspian shoreline, however if the existing problems and practical obstacles as well as the coastal water pollution continue, then the tourist industry in the coastal area will suffer considerably and one of its most important sources of income will depreciate.

7- The agricultural sector, due to the continual shrinkage of cultivated lands as the result of Inheritance Law and lack of economic efficiency, will lose its employment capability and a portion of its manpower will be unemployed. Under these conditions, the active work force in search of new jobs will migrate to the cities. The concentration of industries and services inside the urban centers will intensify the migration and it is easy to foreseen a more populated urban areas in the future. 

8- If the industries and urban centers are not equipped with sewage treatment facilities and a practical method for sanitary landfill is not implemented, the environmental problems and resource contamination will intensify and the current conditions will worsen with the expansion of port cities and industrial centers in the future.

9- If the current trend of land use alteration persists, residential and industrial areas will replace a greater number of agricultural lands. In another word, food production resources decrease and the service oriented accommodations increase. This alteration of spatial application of land will weaken the productive nature of the region’s economy and the whole coastal area has to rely more and more on the national resources. 

Note: 1- Sarabi, Fariba; Study of Microbial Pollutants at the Caspian Sea’s Southern Shoreline; A Collection of Articles presented in the Research Outcome of the Department of Environment in the Second Plan Meeting, Tehran, 2000. 

Chapter 3 :Caspian Area of immediate Socio-economic Influence

3.1. Caspian Area of Immediate Socio- economic Influence
Caspian Sea region of Iran consists of the three coastal provinces of Gilan, Mazandaran and Golestan, covering an area of 61,465 square kilometer or about 3.7% of total land area of Iran.

 Of the total land area of the region 2 million hectares is covered by forests, which are unique in the country and account for most of the original forests in Iran. 

The level of rainfall in the region is at four times the national average and thus agriculture together with fishing, agro-industry and fish- processing are the dominant economic activities in this region of Iran as a dry country.

The combined population of the region is estimated to be around 6.6 million or about 10% of country total in 2000/2001. Iranian Caspian region is thus 2.5 times more densely populated than rest of the country.

 Population of the region has been growing at below average annual national rate in recent years. During the 1986/87- 1996/97 region’s population growth was at 1.32% per annum as against national rate of 1.97%, one of the lowest in the country.

 Due to relative abundance of renewable natural resources and dominance of agriculture in the livelihood of people most of the population reside in rural areas. According to national population census of 1996/97, about 55% of the population of the region lived in rural areas while the figure for the country is about 40%, again indicating a marked difference with the rest of the country (Table 3-1). In the same table, breakdown of population according to age group in 1996/97 shows that 9.2% of the population is in the 0-4 years old group, 39.6% in the 5-19 years old category, 46.4% is the working population of 20-64 years old and the rest (4.8%) is the aged population of 65 years old and above. Thus nearly half of the population is below twenty years of age most of whom are at school but would shortly enter the job market.

Looking at the employment situation of the region, Table 3-2 clearly shows the overwhelming importance of the agricultural in the generation of employment and income in the production sector. Of the total employed population in agricultural sector only about 12,515 for 1998/99 are engaged in fishing and the rest produce agricultural produce, mostly in rural areas.

Table 3-1 : Population of Provinces of Gilan, Mazandaran, Golestan according to rural and urban areas and age group, 1996/97 

Population category               Total                                        Share in total (%)

Urban                                     2,842,733                                              45.3

Rural and unsettled                3,427,459                                               54.7

totally which:                       6,27,192                                               100.0

0-4 years old                          578,563                                                9.2

5-9 years old                          2,480,981                                              39.6

20-64 years old                      2,909,316                                              46.4

65 years old and above           301,332                                                4.8

Source : Statistical Yearbooks of the provinces in 1998/99.

Table 3-2 : Structure of employment in Iranian Caspian Sea Region ( Gilan, Mazandaran, Golestan Provinces), 1996/97                              

Sector      Total No. of Employed Persons        Share in total employment (%)

Agriculture                                          612,341                                         33.7

Industry and mining                            217,324                                         13.4

Water, electricity and gas                    14,478                                            0.9

Construction                                      121,355                                             7.4

Services                                             660,447                                           40.6 

Total                                                 1,625,945                                        100.0

Source : Calculation based on data provided in 1998/99 statistical yearbooks of the provinces.

Besides, the authorities at the Fishery Company believe that about 2 to 3 thousand persons are engaged in fish processing ( production of fish conserve, fish meal and the associated services). So the total number of people directly employed in the Caspian Sea fishery industry was about 15,000 in 1998/99. Considering the previous trend of employment generation in the fishery sector to have continued, the total number employed in the Iranian Caspian Sea fishery can be put at about 19,000. This is the number of people directly employed in Iranian Caspian Sea fishery industry. However, taking indirect effect of Caspian Sea in generating employment the figure is a lot bigger. For this, economic research in the country has it that on average every productive employment indirectly causes generation of another 7 (seven) jobs in Iran. Taking this into account, the total number of jobs related to Caspian Sea fishery industry is 19,000*7= 133,000. This number of people are engaged in fish catching, fish processing, whole sale and retail trade,export, transportation and many other support services. I am , therefore, to advise that the total number of jobs dependent on fishing activities in the Iranian side of Caspian Sea is about 130,000. Industry, on the other hand, plays an insignificant role in creating jobs and its activities are geared to what occurs in the agricultural sector. In fact, the industries established in the region are of agro-industry type and the government has prohibited other industries than agro-industries locating in the region. 

In the services sector, retail and wholesale trade, transportation, storage and communication, and provision of public services such as education and administrative services account for most of the jobs . In this, retail and wholesale trade is as impor6ant as the industry and mining in employment generation as is provision of administrative services and education. The tourism industry although expected to play a significant role in creating jobs, is not important since most of the services to tourists in the supply of accommodation is provided by households and as such employment in the “Hotel and restaurant” is not significant at all. Tourism thus indirectly contributes to the generation of employment and it is mostly a supplementary income generating activity in the region.

 Of the total employment opportunities in the region, the private sector has a dominant place and provides more than 70% of employment opportunities. Most of the employed population in the private sector are self employed. 

Iranian Caspian region with rich endowment of natural resources has not effectively contributed to employment generation in the country. The rate of unemployment has been higher than the national average and as a result unauthorized use of forestry and marine resources has been one of the features of the region’s economy. As indicated in Table 3-3 the unemployment rate in the region was 11.0 per cent of the total economically active population in 1996/97 while at the same time the national rate was about 9.0%. The rate in rural areas of the region in the same year was slightly higher than that in urban communities which inevitably leads to use of natural resources. This may be the cause of dwindling natural resources in the region.

 Below utilization of various resources of the region is briefly described. 

Fishing activities in the Caspian Sea region of Iran until recently have mainly been concerned with the increased exploitation of resources. Table 3-4  shows  the annual  use of fish resources  which indicates a ten fold increase in the past two decades.  Remarkable in the increase is the amount of kilka fish caught. This fish is a feed stock for larger fish and seals and its increased rate of utilization has bearing on those fish population which feed on it.

Kilka fish catches are mainly used to produce animal feed. More recently, however,  the government has thought of making it suitable for human 

Table 3-3 :  Unemployment in the Iranian Caspian Sea region, 1996/97

                                             Urban areas          Rural Areas          Region total                                   

Active population                   789,398                1,041,068              1,830,466  

Employed population            702,327                    923,618              1,625,945

Unemployed population          87,071                    117,450                 204,521

Unemployed rate (% )                11.0                           11.3                      11.2      

Source : calculation based on data provided in 1998/99 statistical yearbooks of provinces of Gilan, Mazandaran, Golestan. 

Table 3-4 : Fish catches in the Iranian Caspian Sea, Various years (tonnes)

                                                                                Fish Type

Year       all fish species           Kilka fish*        Caviar fish flesh            caviar

1976/77         8,428                      1,131                       2,368                        221

1981/82       10,466                     1,341                       1,914                        234

1986/87       11,084                     2,384                       2,500                        303

1991/92        34,596                   13,817                       2,208                        283

1992/93         40,598                  21,527                       2,198                        262

1993/94         52,768                  28,730                       1,170                        217

1994/95         69,700                  51,000                       1,700                        218

1995/96         58,300                  41,000                       1,500                        182  

1996/97         74,100                  57,000                       1,600                        195

1997/98         76,200                  60,400                       1,300                        151

1998/99       101,500                  85,000                       1,200                        157

Sources : Statistical Yearbook, various years Statistical Center of Iran.

* a kind of small fish mostly found in Iranian part of the Caspian Sea.

consumption by building a kilka fish processing factory in the Anzali port. The factory is due to be commissioned by March 2001. It  is to serve as a demonstration  plant and it is expected that more of such plants would be established by the private sector in the area. As a  result more of the kilka fish resources of the sea will be utilized effecting sustainability of fish resources. Moreover, at present the fish catches  are wastefully used and thus fishing activities do not correspond to efficient use of resources.

Exploitation of other fish resources except the caviar fish  has also been on the increase and the government has recently imposed quota system to prevent depletion of fish resources. This is important as a lot of people depend on fishing for their livelihood.

Fish  catch is mainly done by fishing cooperatives with a total membership of about 10,000 fisherman who in 1998/99  used about 800 fishing vessels, most of which were boats, for the purpose. 

The government is aware of depletion of  fish resources of the Caspian Sea and has been supporting production of various fish fries. The total fish fries production has increased from 212 million in 1989/90 to 384 million in 1988/89. These fish fries include kutum, sturgeon, carps, salmon, trout, bream and perch. These are the main fish species thought to be threatened due to over fishing and thus government intervention to both save the species from eventual extinction and prevent loss of livelihood for the fishermen.  Kutum and carps fries account for about 70% of the production and there are a number of fish fries  breeding centers on the coast

Production of fish conserve is the main fish processing activity and there  are a number of small processing units in the region , especially in its western part. These units mostly employ female laborers and their products are marketed throughout the country. Sturgeon meat is also processed and packed in the region  and mostly exported.    

The government is encouraging fish farming to meet growing demand for fish meet and hence preserve fish resources of the Caspian Sea. 

Farming is the main agricultural activity in the region in terms of employment and income generation. About 600,000 of the total employed persons in 1996/97 were working on farms and orchards  producing various crops. The main crops and agricultural produce of the region are wheat, barley, rice, vegetables, pulses, forage crops, fruits  and industrial crops such as cotton, tobacco and oil seeds. A total of 1.5 million hectares of arable land in the region is devoted to this purpose of which 190,000 hectares is for the production of fruits such as various citrus fruits, mulberry, hazelnuts, olive as well production of tea. Total production of various crops  is shown in Table 3-5. Production of rice, wheat, fruits, industrial crops and barley is predominant in the region.  Tea leaves are produced in western part of the region and it is a sizeable industry. In 1998/99 there were over 50,000 tea growers  producing about 260,000 tones of tea leaves. Their produce was delivered to nearly 150 tea processing factories. Tea plantation and processing is a significant economic activity in Lahijan district of Gilan province.

Due to better availability of water, rice and fruits are mostly grown in western and central parts of the region, while wheat, industrial crops and barley is mostly produced in eastern districts. Total irrigated land under cultivation is over 600,000 hectares which is mostly to be found in eastern part of the region. The region is famous in the country for its rice and citrus fruits and its eastern part is one of the main producer of wheat in Iran.

Average yield of various crops in the region is generally higher than most part of the country. This is partly due to availability of water, better climatic 

Table 3-5 : Production and  area under cultivation of various crops in Caspian Sea Region of Iran, 1998/99

Crop                            Area under cultivation                        Total production

                                          (1,000 hectares)                              (1,000 tonnes)

wheat                                          272                                                     992 

barley                                           179                                                     326

rice                                               496                                                   2,610        

pulses                                            25                                                        33

vegetables                                      78                                                   1,077   

summer crops                                  29                                                     404

industrial crops                              223                                                     388

forage crops                                     15                                                   1943

fruits                                                188                                                  2,375

Tea leaves                                          30                                                      259 

Sources : data provided in 1998/99 statistical yearbooks of the provinces of Gilan, Mazandaran and Golestan.

conditions, higher rainfall as well as use of chemical fertilizers and pesticides. In recent years the total annual use of chemical fertilizers and pesticides in the region has been estimated at about 2450,000 tons which indirectly affect the various ecosystems, quality of water and general environment of the region.

Forestry products are also important in the economy of the region. Total area of forests in the region is estimated to be around two million hectares. Over one  million cubic metro of wood products per year are produced from forests of the region. The figure for 1998/99 was reported to be over 1.3 million cubic metro. By this rate of utilization the forestry resources  would soon be depleted as the case has been  in the past. The government, however, has been planting trees and in the last few years an average of  about 10,000 hectares of forests per year has been created. The  spreading urbanization , tourism and economic conditions have direct bearing on the forests and at time of low economic activities the residents of rural areas tend to utilize forest resources in order to supplement their income. 

There also exist over 1.5 million hectares of range land which is a valuable resource for the region but are faced with the problem of over utilization. The government , again, is trying to keep a balance for their use by limiting its use by rural population and controlling livestock population.

There are a number of protected areas and areas of environmental significance  in the region for rare species of birds, wild animals and plants. The total area of these amount to over 600,000 hectares and the government strictly enforces protective measures in them.      

Animal husbandry and poultry farming in its  traditional  way is a supplementary income generating activity of the farmers in the region . More recently, however, industrial methods of rearing animals and fowls is gaining ground. There were in 1998/99 a total of about 2000 livestock rearing and 2,500 layer and breeder chicken farms Total population of livestock of the region in 1998/99 was reported to be  about nine million. The region produces about 13% of the total country production of livestock and poultry products and as such is  a net  exporter of these products to other parts of the country. The region in 1998/99 produced  86,000 tones of red meat, 80,000 tones of chicken, 40,000 tones of eggs and 709,000 tones of milk.

Mining activities in the region mainly concerns extraction of  construction materials and coal. In 1998/99 there were about 154 mines in operation in the Caspian Sea region of Iran of which 34 mines were producing  coal  with a total production of 550,000 tones. Total mining output of the region  in the rest of the mines nearly all of which produced construction materials was estimated to be about 3 million tones in 1998/99. Total number of people working in the mining sector of the region in 1998/99 was reported to be just  over 7,000.    

Industrial activities in the region are mainly concentrated on agro –industry and handicrafts. Of the total employment in the industrial sector about 80,000 persons work in manufacturing units of more than 10 employee.  They produce various food and beverage, textile, wood,  pulp and paper, chemical and cellulosic products. Cement is also produced in the area . There are a number of textile mills, flour and rice mills, and  tea is also produced in the region which meets major part of the domestic demand for tea products. .

In addition to manufacturing activities, the handicraft and cottage industry is also prevalent in the region and such woven products  as hand made carpets, floorings and handicrafts made of wood are produced by households in the region especially as the region is a destination for tourists in most time of the year, particularly in summer, and as major centers of population are in the vicinity of the region.

 With the opening up of Central Asian markets the manufacturing and handicraft production activities have been boosted and the prospects for the region’s economy is much brighter than before. In fact the region has come out of the trade isolation and has been put on the trade route with Central Asia, Caucasia and the Russian Federation. The region’s transportation network is yet to develop to meet the growing demand for transport facilities which need to expand to serve the increased volume of trade between Iran and through Iran and the former Soviet republics.

Transportation of the region is mainly by land with the rest of the country. There exists about 6,000 km of roads  in the region and there is a rail connection to eastern part of the region. There is also  about 14,000 km of rural roads. Air transport is also available in the region with four airports capable of handling about 200,000 passengers per year. There are five main commercial ports on the Iranian Caspian Sea shores which handled 908 incoming vessels with nearly 3 million tones of cargo in 1998/99. At least five more ports are under construction.

 Sea transportation activities in the Caspian Sea has been on the increase in recent years but  mostly carrying cargo. In 1998/99 a total of 469 vessels carrying over 1,600,000 tones of oil and oil products entered Iranian waters. This type of transportation services are  increasing as Iran is indirectly involved in the transportation of petroleum from Central Asia to world markets. It is now based on the swap principle whereby Iran receives crude oil from Central Asia for its domestic consumption and in return delivers oil to the customers of Central Asian states from its southern ports on the Persian Gulf. The  business is so attractive that a pipeline from the Caspian shore to Tehran is being constructed.

Passenger traffic is so far not significant but is expected to gradually gain grounds as passenger shipping facilities are being developed and exchange of tourists is on the increase. In 1998/99 about 8,000 nationals of Central Asia and Caucasia traveled to the region by sea.

Oil and Gas exploration currently is not of any significance. Only few years ago some oil exploration activities by the Iranian National  Oil Company took place and the operations then after stopped. The Iranian parliament has passed bills allowing exploration in the Caspian Sea for oil and gas reserves by international oil companies, but so far not many activities have taken place. The region is only involved as a transit route for the export of crude oil from some Central Asian and Caucasian countries.  

Tourism is not a developed industry in the Iranian Caspian Sea region and lack of tourist facilities is one of the causes of this under- development. There are only a number of hotels and guesthouses which can accommodate only about 5,000 persons. It is estimated that in 1998/99 about half a million tourists were accommodated in these hotels and guest houses  Despite this, the region hosts millions of tourists and holiday makers every year. Their demand for accommodation is partly met by “Tourist villas” available along the entire Caspian sea Coast. Some richer people from outside the region normally own their own villas. In fact the entire shores of the Iranian side of the Caspian Sea are covered by residential units housing the incoming holidaymakers especially in hot seasons.

Tourism was played down in the last two decades and only recently it has started to gain momentum. This has further been enhanced by the opening up of former Soviet republics. In 1998/99, for instance, over 400, 000 visitors from Central Asia and Caucasia entered Iran. Nearly 240,000 of them came by land the considerable number of whom either stayed or passed through the region. In fact, over 180,000 of them traveled to Iran from Azerbaijan Republic and thus visited the region. As a result of this, construction of tourist facilities is on the increase. Internal tourists, however, roam the Caspian shores in hot seasons and are the main source of solid waste in the area. They also effectively contribute to the economic well being of the region and many of the jobs are directly dependent on them.

Urban development and settlement has a unique characteristic in the Caspian Sea region of Iran.  While vertical growth is a common feature of most cities and towns nowadays, the expansion of human settlements in the Caspian Sea region has been horizontal, often along the shores. It is such that, one can hardly differentiate between the adjacent towns or adjacent towns and villages. So going from western most shore of the sea to the eastern most part of it  one sees human settlements all along and throughout. It is partly due to the construction of roads along the shore and party because of rapid urbanization formed around the transport routes. The urban population of the region since 1966 has increased by nearly four folds, from about 750,000 to 2,800,000. Only during 1986-96 the urban population has increased by more than 30% .The number of towns in Gilan province, for example,  has increased from 13 in 1966 to 36 in 1996. While there was only one town in the region with a population of over 100,000 in 1976, in 1996 the number has increased to seven towns. Rapid urbanization is due to such factors as  rapid population growth, inability of rural economy to create sufficient employment opportunities, mechanization of agriculture, lack of sufficient living facilities in rural areas, higher living standards in urban areas, general attraction of cities for younger population, seasonal nature of agricultural activities, tendency of the authorities to subsidize the urban economy and penalize the rural one by keeping the procurement prices of agricultural goods low, etc. This has taken place despite the government efforts to provide some of these facilities to rural dwellers. As an example, nearly 100% of rural settlements in the region are supplied with piped water and electricity, telephone network is also rapidly being established, nearly all of the villages have road connection, and some of the rural dwellers own their own cars.

Looking at the growth of rural population it seems as if the country side in the region has reached the saturation stage  and can not keep/maintain much higher level of population. The net result is further urbanization with its associated problems such as sewage and waste disposal. In fact the cities in the region most of which are located in the vicinity of the Caspian Sea pose a grave environmental problem since they tend to direct their refuse to rivers and ultimately the Caspian Sea itself.     

Chapter 4: Strategies, Plans, Policies and Socio-Economic instruments

4-1- At the Regional Level

The main regional development strategies in the Caspian southern provinces compatible with the ecological and topographic conditions of the region have particular emphasis on the following principles:

1- Agricultural development in the plain region

2- Development of tourism and fishing in the coastal area

3- Protection and proper exploitation of forests and pastures in the foothill and mountainous regions

4- Industrial development in the plain and foothill regions, giving priority to the industries related to agriculture and natural resources

Plans, policies and instruments used for the regional development, for the most part have considered the above-mentioned strategies. Nevertheless, the special local problems encountered during the implementation of each plan, either have caused interruptions or have limited the programs to certain areas. 

In order to have agricultural development in the area, steps have been taken to control the surface waters like the construction of Sefid-Roud and Gorgan Dams with numerous water supply networks. Industrial agriculture was promoted in the big agricultural units situated at the eastern part of Mazandaran Province, but this task was not practical in central Mazandaran and Gilan Province due to the prevalence of yeomanry and petty farming in these sections. It is interesting to point out that even the steps taken to industrialize the region during 1930’s had emphasis on establishment of environmentally compatible industries. Industries like cotton purging, vegetable oil, textile, sack weaving, silk processing, tea drying, rice threshing, tobacco and fisheries are the best examples of such industries in the region. 

In 1960’s, the socio-economic ties between the region and the Capital as well as the neighboring provinces were strengthened by the construction of various roads such as Firouz-kouh, Haraz, Chalous, Ghazvin-Rasht, Ardebil and Gorgan-Mashehad, and the Tehran-Gorgan Railroad system. Anzali, Noshahr and Gaz ports were equipped to some extent with port facilities, in order to expand the foreign trade. But, the political tensions between Iran and USSR limited their activities. 

The initial efforts for expansion of tourism commenced in 1930’s by the construction of Ramsar Hotels. In 1960’s, this trend continued by improvement and development of roads and new hotel accommodations, and Mahmoud-Abad, Chalous, Ramsar, Babolsar, Fraidoun-Kenar, Zeba-Kenar and Anzali regions became active tourist attraction poles.

Tourist Consulate, an engineering consultant firm, prepared a comprehensive tourism plan in 1972-1974. During this period, the Caspian Sea region was receiving much attention and EMCO & DOXIADIS Consultants prepared the First Physical Development Plan of the Caspian Region in 1978-79. 

The collection of these plans, policies and socio-economic instruments resulted in expansion of tourism and creation of new job opportunities in the region and the Caspian coastal area became one of the most active tourist attraction poles in the country. 

Meanwhile, expansion of fisheries and establishment of required facilities did not receive much attention and priority was given to the development of sturgeon fishing and caviar production. At the same time, the traditional fishing continued to play its role along side of the new developments. 

Nationalization of Forests & Pastures started by establishment of Asalem Wood Cutting Factories, Talesh Wood & Paper Industries and Mazandaran Neka Wood Factory for industrial exploitation of forests in early 1960’s. But, no considerable measure was taken for efficient exploitation of the pastures. 

During 1960-70, bulky capitals were invested in expansion of tourism, hotel accommodations, industries and transportation in accordance with the regional development plans. Nevertheless, in establishment of some industries like metals, chemicals, electronics, textile, plastic and leather processing, their compatibility with the environment was ignored and they have created numerous environmental problems at the present time. 

During 1980’s the regional development continued with great speed, but without any guidelines and the old plans were set aside as well. The land use was altered dramatically and the uncultivated lands as well as the groves located in the plain region were given to the farmers. The issuance of establishment permit for the new industries without the observance of environmental regulations became prevalent and the expansion of urban cities gained momentum. 

At the same time, the recession in tourism industry resulted in the closure of hotels or alteration of the tourism facilities’ application. On the other hand, service sector flourished and surpassed the other economic activities in the region. 

The changes made after 1980’s, like seizure of agricultural lands and expropriation of management and ownership of the industries and tourism facilities, derailed the harmonious trend of regional development.  

The environmental crisis, whose initial signs appeared in mid 1970’s, became acute in 1980’s. 

By the beginning of the Second Economic, Social and Cultural Development Plan (1995-99), the coastal provinces performed the following studies in order to assess the environmental and human conditions:

· Studying the impact of development plans on the environment

· Studying the contamination and pollutant sources of the rivers

· Limnological studies for protection of internal waters balance

· Preparing the environmental management of water & land resources

· Study, identification and revival of natural environment

· Many occasional  and miscellaneous plans

Several comprehensive plans and guidelines have been prepared to regulate the urban development of the entire regional cities. Meanwhile, the implementation of Urban Preparation Plans caused the expansion of cities to the suburbs. In addition, big industries were unable to renovate, due to their outdated technology, equipment depreciation and lack of adequate new capital investment. At the same time, in order to harmonize the industrial development, industrial cities were established at the vicinity of the cities or natural ecosystems and eventually their activities along with the urban development created acute environmental predicaments including ever increasing urban and industrial sewage and waste, and land use alteration. 

4-2 At the National Level, CEH Level, CAISI

The first plan prepared for the Caspian Sea region by a national authority was put together by the Ministry of Housing & Urban Development, titled Gilan & Mazandaran Regional Plan in 1990-91. The Urban Development & Architecture Council of Gilan and Mazandaran Provinces as well as the Supreme Council of Urban Development & Architecture ratified this plan. 

The ratified articles of this plan emphasized the following special precautions:

1- Strengthening the medium size cities in Gilan region, in order to reduce the pressures and responsibilities of the city of Rasht. 

2- Protection of agricultural lands by implementing limiting measures for the expansion of urban and industrial construction.

3- Preventing unnecessary application alterations.

4- Regulating the public and private constructions along the shoreline in accordance with the Topographic Level Curves. 

5- Efficient distribution of population and activities based on the suitable spatial pattern and considering the capacity of the 6 districts in the region. 

6- Providing a new pattern for the transportation network system in the region.

7- Protecting and sustaining the natural regions and ecosystems under the supervision of the Department of Environment. 

8- Distributing the tourist activities amongst the passive areas of the region. 

9- Providing recommendations for the establishment of new industries and industrial complexes as well as finding suitable locations for the new cities.

Since the environmental conditions of the Caspian Sea is becoming increasingly critical, the littoral states decided to prepare a coordinated environmental program to prevent its further deterioration. Following the related meetings and seminars, the regional countries prepared the Caspian Environment Programme (CEP). They agreed to establish 10 thematic centers in order to monitor and implement the predicted regional plans. Moreover, Islamic Republic of Iran is hosting three of these centers namely, Effective Regional Assessment of Contaminant Levels (ERACL), Integrated Transboundary Coastal Area Management & Planning (ITCAMP) and Emergency Response (ER). 

Therefore, the main strategy for the protection of Caspian Sea Environment in Iran is mostly based on these three themes. 

Currently, this program under the supervision of the Department of Environment and the collaboration of Caspian littoral states is being implemented. This program is facing the following obstacles in order to fulfill its goals:

1- Lack of coordination between the regional provinces to define a common strategy for the regional development beyond their individual boarders. 

2- Tight competition between the provinces to attract more national credits and allocate more development projects for themselves. 

3- Lack of a spatial perspective in the development plans of the provinces and merely following the traditional sectoral viewpoint without considering the environmental capacity to absorb new economic units and activities. 

4- Lack of adequate attention to the ratified articles of Gilan & Mazandaran Regional Plan and ignoring some of its requirements. 

5- Lack of a compiled plan to organize and regulate the pollutant industries and only putting more emphasis on the development of infrastructure in the plain region. 

6- Lack of coordination between sectoral and inter-sectoral development plans due to the absence of a comprehensive development plan or a regional land use planning. 

7- Dependence on the national credit line and financial resources for implementation of development plans and allocation of limited local credit and financial resources for the implementation of macro-development plans.

The collection of activities preformed in the past or in the recent years has created many environmental hot spots, which includes the following:

· Environmental problems due to the urban sewage and garbage discharge into the surface waters, sea expansion and water level rise at the Astara shoreline. 

· Contamination of Nokandeh River and the coastal waters due to the discharge of Chouka Factory’s raw sewage as well as the air pollution created by the accumulation of sewage in the Sedimentation Ponds and emission of gases from the smoke stacks of this unit. 

· Extreme water contamination of Zar-Joub and Gohar-Roud rivers due to the discharge of Rasht and its industrial city’s sewage into these rivers. 

· Extreme contamination of southern and eastern basins of Anzali Wetland as the result of urban and industrial sewage and garbage discharge into it. 

· The potential dangers and obstacles, which the development of the gas pipeline could create, if it passes the western shorelines of the Caspian Sea. 

· Environmental consequences caused by the establishment of Manjil Industrial City on the upper hand of Sefid-Roud River. 

· Environmental consequences due to the establishment of Economic Special Zone at Anzali Port. 

· Expansion of tourist townships on the shores of Mazandaran Province, without considering the consequences of application alteration in the region. 

· Environmental losses due to the activities of Neka Power Plant and Neka Wood Industries in Mazanadaran Province.

· Excessive increase in the number of fish culturing ponds in the plain region, without examining the possible contamination by their outgoing sewage.

· Discharge of urban and industrial sewage into the rivers located at the vicinity of the cities in Mazandaran and Gilan Provinces. 

· Increase in the contamination level of Meyan-Kaleh Wetland as the result of urban and industrial sewage discharge.

In general, the Iranian government invests a small portion of its income from the Caspian Sea Economic Hinterland Region in the coastal area. For example during a 30 years span, the government’s income from the regional forests was 6,000 Billion Rials and only 200 Billion Rials (3.3%) was reinvested in the same field (1). Although an itemized statistics for the government’s income from various sources is not available, it could be stated that the income of sturgeon fishing, caviar, forests, water resources, mining, air and maritime transportation, monopoly of tobacco products, purchase of tea, customs, wood and paper industries and other national industries is considerable and adequate and appropriate investment for the sustainable development of the region is not allocated. 

Note: Gilan & Mazandaran Regional Plan, Environmental Studies, Vol. #3, Ministry of Housing & Urban Development, 1990.    

Chapter 5 :  Conclusions and recommendations

5.1. Major Lessons Learnt and Conclusions

Iran covering an area of 1.6 million square kilometer has a population of 63 million. The population has been growing at high rates such that it has doubled in size in the last two decades. The growth rate, however, has been checked and it is now growing at about 2% per year. This rate of growth is expected to continue in the next decade or so. The population of the country is young and over 50% are under age of 20.  Of the total population 37% reside in rural areas and 63% in urban centers. The urbanization has been rapid in the past three decades and the trend is expected to still continue since rural economy can sustain more or less the current level of population and any population increase has to be absorbed by town and cities.

The working age population is about 44% of the total and about a quarter of the population is in employment. Agriculture accounts for nearly 25% of the employment generation in the country while share of industry is only 18%. Services sector, on the other hand, creates over 40%of job opportunities in Iran and the government is a larger employer in the country, employing about 30% of working population.    

Economy of Iran has been experiencing profound imbalances and retardation for the last two to three decades. It has continuously been going through long periods of high inflation, high rate of unemployment, low economic growth, insufficient capital formation especially in the form of machinery and equipment and high dependence on petroleum exports. Presently, 15% of active population is unemployed and rate of inflation is 20%. Rate of national saving is over 20% while total capital formation  as a percentage of national expenditure is only about 14%. The national foreign debt is not very high but is about 50% of export of goods. The budget deficit in the country is about 1% of GDP and balance of payments shows a considerable surplus. In the foreign trade sector, export of crude oil and petroleum products account for over 80% of total goods exported. The government budget heavily relies on petroleum income revenue and 50% of government income is derived from the sale of crude oil and products.

 The simultaneous incidence of high unemployment and inflation rates has been a peculiar feature of the Iranian economy as in normal circumstances there is a trade off between the two.  High rate of population growth has further exacerbated the already unfavorable economic conditions leading to negative growth of per capita income at certain intervals and very low growth in certain other periods. A large administrative apparatus, lack of fiscal discipline and an expansionary money supply policy based on printing money to finance ever increasing financial needs of the government/public sector have also been  a part of Iranian economy.

The economic ills can be attributed to absence of investment security, occurrence of war, internal upheavals, mis-management but above all high dependence on petroleum exports which is a highly capital intensive industry with limited scope for  job creation and subject to volatile international economic conditions.

The government receiving the whole crude oil revenue and being aware of social dimension of poor economic performance has for long adopted a policy of subsidizing production and consumption sectors. As a result, heavily subsidized industries and economic activities have taken root in the country with the aim of creating employment and redistributing crude oil revenue. These industries were aimed to serve as import substituting enterprises to lessen dependence on imports. This in effect has not been realized and reliance on import of equipment, raw and intermediate materials has in fact increased.  

Successive governments in their economic policies and among the main economic objectives have favored more equal income  distribution in Iran  until recently.  This has been achieved through the provision of highly subsidized health and education services, supply of cheap basic food items, provision of housing at very low cost and keeping the exchange rate down to allow cheap imports. This egalitarian economic policy has negatively effected economic performance and growth. As a result the current economic thinking in the country is to introduce incentives, deregulate industry and trade, promote entrepreneurship, divest state industries ,create conducive environment to attract foreign investment and more rely on market mechanism.

Generally speaking, the government has until recently been more concerned with distributional  issues rather than growth. As a result, It has been able to markedly improve human development indicators of the country. This has mostly been achieved by utilizing natural, especially petroleum, resources of the country  which has lead to environmental degradation. Erosion of soil, deforestation, air, soil and water pollution are common feature in the country and valuable eco-systems, bio-diversity and renewable resources are under serious threat of being lost.

The short to medium term economic outlook and social conditions do not seem to be  promising, either. It is expected that the rate of unemployment will remain high and employment situation will reach crisis level. The rate of inflation despite government’s planned control of increase of prices will be high. Investment situation in the country will not improve a lot and current trend of capital flight will continue, if not deepened. The value of national currency will further be depreciated creating more inflationary pressures.  It is expected that the economy will grow at moderate rates and per capita income is not anticipated to improve. The income gap between the minority rich and the majority poor will further widen leading to social discontent and strife.

The social and economic conditions of the  Caspian Sea region of Iran comprising provinces of Gilan, Mazandaran and Golestan are not going to be much different from the rest of the country. The Caspian Sea region of Iran with its ecological importance is a unique geographical unit with high socio-economic value for the national economy. The region occupying 3.5% of  land area of the country is home to over 10% of total population of the country. Total population of the region is about 6.3 million residing in 88 towns and nearly 7,000 rural settlements. About 55% of the population reside in rural areas and the population density is 106 persons per square kilometer which is three times higher than the national average.

Over 96% of urban population and 85% of rural population of the region live in plains which form 34% of the region. As a result most of the agricultural, industrial, service, tourist and transportation activities are located in plains.

Agriculture is the main economic activity in the region and modern farming, animal husbandry and poultry farming is practiced along side the traditional methods. The region is the main producer of rice, tea leaves, olive, silk and some industrial plants and fruits. A total of 254,000 tones of chemical fertilizers per year are used in the region and fertilizers used per hectare of land is 37kg higher than national average.

Amount of urban sewage water discharge is 480-510 thousand liters per day which is directed to rivers, streams and wells untreated. Moreover, over 5,600 tones of waste is produced in the region and there is no organized system of waste disposal available.

The traditional animal husbandry and poultry farming industry is mostly located in mountainous areas while industrial ones are to be found in plains. Along side this over 100,000 tones of various fish per year is caught from the Caspian Sea which accounts for about 25% of the country total.

There are about 1.9 hectares of commercial forests in the region producing 1.3 to 1.5 million cubic meters of wood per year. The forests, however , have been neglected since in a period of 30 years the government has invested only 3.3% of its total revenue from the forests. In the last three decades about 1.5 million hectares of region’s forests have been lost and most drastic land use changes in the country have taken place in the region.

Large industrial establishments numbering 132 and employing about 82,000 persons use outdated technology, are inappropriately located, occasionally not consistent with the environment are among the main polluter of the environment in the region.

The region’s road density of 31 kilometers per 100 square kilometer is three times higher than the national average. There are 11.9 million passengers per year transported by these roads by public transportation means. Due to high activity level in the region, consumption of petroleum products per year is about 5.6 million cubic meters or about 9% of the country total.

Tourism is an important industry in the region and there are many private villas, tourist towns, and public accommodation facilities along the Caspian Sea coast. In fact the residential areas have been created along the coast and waste disposal is one of the environmental issues of the region and coastal areas. This issue is going to be more of a  concern in the future as urbanization is taking place around and along the coastal zone.             

 It is expected that there will be high rate of unemployment together with high inflation rate in the region. The rural- urban migration will continue and urbanization trends will further be strengthened leading to creation of more urban centers of population. 

5.2. Feasible Recommendations

Considering the importance of the Caspian Sea and its hinterland to the national economy of Iran and acute environmental situation of the region the following recommendations are suggested:

1. classification of sources of environmental pollution and type of pollution in the region;

2. formulation of action progrmmes and plans for the reduction of pollution and placing them in the agenda of responsible local authorities for necessary financing and implementation;

3. sensitizing the national decision makers on the issues  and in order to allocate finances for the same from national, regional and international sources;

4. creation of  an authoritative body to manage the environmental issues of the Iranian Caspian sea region with required financial means;

5. formulation of a spatial plan defining main policies and strategies, standards, optimal distribution of population , economic activities and infrastructures  in mountainous areas and along the coast with the aim of preserving and regenerating the environment ;

6. design a special environmental belt along the coast planted with trees and not allowing establishment of buildings and preserving the coast for touristic purposes only;

7. drawing a plan of collecting and disposing of solid waste in an environmental friendly manner and constructing waste disposal units for the purpose;

8. compelling industrial establishments in the region to treat and dispose of their waste and refuse to other than the sea;

9. making it compulsory for municipalities to treat the sewage water of towns and cities before directing them to rivers and the sea;

10. establishing a coastal environmental  force to prevent littering of the shores;

11. accessing international financial resources to establish waste treatment plants;

12. preserving the living resources of the sea by production of fries of various kinds and controlling fish catches;

13. taking necessary steps to prevent any likely pollution of the sea due to increased oil extraction and transportation activities;

14. checking development of towns and residential areas and not allowing population of the region to grow any more;

15. limiting utilization of forestry resources and making it subject to large scale investment so that the region’s forests can be regenerated.     
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