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LETTER DATED 24 DECEIZFR 1991 FROM THE SECRETARY-GENERAL 
ADDRESSED TO TH% PRESIDENT OF THE SECURITY COUNCIL 

T ,n my ietter of 31 July 1991 (S!22863), 1 informed you that the tearn of 
expc?r?s which 1 had appointed undor the tetms of paragraph 7 of Security 
Co:lncil resolution 598 (1987) wocld return to the Isiamic Republic of Iran to 
complete its study of that country's reconstruction efforts in the wake of the 
conflict between the Islamic Republic of Iran and Iraq. 

The team, which was led by Mr. Abdulrahim A. Farah, former 
Under-Secretar-y-General, visited the Islamic Republic of Iran from 7 November 
to 1 December 1391 and has prepared a second and final report containing its 
findings. 

A copy of the report is submitted for the information of mambers of the 
Security Council. 

(Signea) Javier PEREZ de CUELLAR 

-- 

91-42367 2860h (E) / . . . 
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SEC3NC ANC FINAL REP’2R.I OF TliE ‘JXiTEC NATLWS T'EAM CF EATERTS 
AiJPC)INTZD EiY THE SECRETARY-GENERAL P’JRSUANT TO SECURIN 
CWNCIL RESOLUTION 598 (1987), PARXGRAPH 7, PREPARED Fr)LLOWING 
X FURTHER ‘JISIT BY THE TEAM TC THE ISLAMXC REPUBLIC OF IRAN Tr.3 
CcXPLETE ITS STUDY OF THE CWTRP’S RECCPíSTRUCTIOki EPFQRTS AND 
NEEDS íN TIiE WAKE OF T’HE ENFÍI CT BE’3JEEN THE 1SLAM.C REP<JBLIC 

OP IRAki AUD IRAQ 

7 W'JEMBtR-1 DECalMBER 1991 
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EXECUTXVE SUMMARY 

The Security Council in paraqraph '1 of resolution 598 (1987) recognized 
the magnitude of the damaqe inflicted durinq the conflict between the Islamic 
Republic o Lran and Iraq and the need for reconstruction efforts, with 
appropriate international assistance, and requested the Secretary-Ccneral to 
assign a team of expetts to study the question of reconstruction and rsport to 
the Security Council. 

Accordingly, a team of oxperts was sent to the Islamic Republic of Iran 
in May/Zune 1991 on an exploratory mission to obtain initial information on 
the nnture and extent of uar c!amage suf fered by the country’s infrastructure. 

The team's first report vas issued under cover of Security Council doclJment 
S,‘22963. A second and final ./isit was made by the tewn of experts in 
Novembrr 1991. Its. findings are the subject of the present report. 

In order to permit the international community to understand more fully 
the magnitudes involved. the costs and expenclitures which had heen exptessed 
in Iranian rials havo been converted into United States dollars, using Che 
United Nations assessment rate. On this basis the Government's assessment oí 
non-military war damagc, computtd at 1988 replacemtnt costs, would be 
equivalent to $97,200 million. 

The report does not discuss the question 06 indirect losses, which the 
Government had asseaeed at Rls 34,535,360 milliin, because of the difficulty 
of definiag theit nature and ertent. 

I 
In addition to tha physical damage to i?\_f*=*+***c+ttre ~nd. the productive -"l-e -- -. 

apparatus, ths country sufftred inuneasurable sy6temic dmags to the 
environmant and to social institution6 and conditionb. Significant human 
casualties in both dead and permanently disabled rere recorded, a larqt number 
of the population was displaced aad normal education and healt:x delivery 
services were dierupted with adverse long-ter6I hnpliC6tiOn6. 

During the psriod of conflict, the f9CU6 of ttse Govermexit YO6 OO 
policies and measures ta meet its war m&iliratioa needr. Ihfs Ya6 achieved 
to a grcat tmtent by diverting resources from otherwisc productive uses. 
Since ths cease-f - :e, the Government has shifted to r6StOring a peacetime 
cconomy. This has involved phasing out the broad systm of Control6 on most 

. . . 
ec- ,omrc actrvrties nece,- c*itated by tho war effort; the privatization of 
state-orned companies and the contracting-out of certain servicts hitherto 
provided from within ;overnment; and the establishment OL * market-orientad 

/  .  m  .  
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economy . The Government expects that t.he new economic policy frarnework will 
pr.l>vide incentives for private sector development and f,r private investment 
in efficien+. producti*le activities, thareby ensuring an increasingly important 
rolo for that sector in reconstructi9n. 

The economy of t!?e 1slami.c Re:,:!:.blic of Iran is very heavily dependent 
'opon the production and export of oil for the generation both of domestic 
employment and income, as well as governmenc revenue, and of the fore ign 
sxchange needed to pay for imported 3o9ds. The oil industry vas severely 
dimaged during the conflict but berallse of its vital role, immediate (if 
t.emporar-() repairs mere made to ksep the oi? flowinq. Such repairs were often 
underraken severa? times berause of repeated attacks. The authorities 
PsCimare that ?O per ce: : of the *Mar-rolated repair work, owing to its 
makctshifc nat.llre, riCl have to be re:r?on-. In arder t.o restore the industry 'ír> 
*.+)rld cnmp?titi*/e standards, lar3e-scal fllture rec9nstruction ir.vestment Sri?1 
be nerPs;ac*[. 

-:rîu3hout the rqnflict, the j&;~s~_~>? sector suffered heavily from 
ateac and from the shorta3e of critica1 sFare parts. The sector is now 
opern:. : at close tc~ pr+-war capacity through mainl] makeshift repairs 
desoite nrhpoiogical obsolesence. ~~i.c~J&~ in the fine war-af fected 
praïincs -?xper!.enced considerable soil degradation ir: areas vhere ground 
f  r?hting n.>c! been intense and prolonqed. The situation has been compounded by 
nidespread salinatíon cause2 by the destruc, *ion of sci.1 embankments, and 
irrigation and drainage systems. Investment in land-levelling and replacement 
equipmeqt aie needed. The ~JQ& sector requires a substantial in*!estment 
to toplace destroyed equipment such as rollina stock aad land vehicles, the 
reconstruction of roads which were temporarily resutfaced and the 
strengthening of bridyes whece rapair vork had been impro**ised. The QQ&SS of 
Abadan and Khorramshahr were virtually destroytd. Ful1 restoration of these 
t-u0 port-s depends essentially on kha reopening of the Shatt al-Arab (see 
below). Damaged or destroyad installations in the e sector, 
particulariy in the border areas, have now beeo rehabilitated. Similarly, the 

sector whose installations experienced considerable 
damage in the border area, is now operating close to normíl levels. Xoweve r , 
the system ís somewbat Qutdated and needs extensive technological upgrading. 

I m . 
me wIncr ; . . --_-Le ^--La- -II:-,. r+.FCarrA frr-ieaching >U~~ PS’LbV., n.*-rrr v... ---- - - 

direct and collateral damage. requires considerable investment ta meet the 
needs of the displaced and homeless population (see a:so below under 
rosettlemeJt) . The m sector uas subject tc prolonged SCVere 
di-ruption and its schools and other buíldings sustained severe damage, 
espacíaliy in the war-affected provinces. This situation has sloved 
considerably Che flow of trained and professional personnef, and has 
rontr ibttted (9 the present acute shortage of skilled labor. In the &&Lh 

secF9r batir far i 1 ities and ser*:ices ín the war zone rere hea*rily dc+maged. 

/ . . . 
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the national ie*/e!, many important urban and rural centres are facinq an acut. 
shottaqe of health facilities caused by the influx of displaced families and 
by a mar! ?d increase in population qrowth. The disruption in che flow of 
medical technicians has led to a curtailment in the delivery of normal healtb 
services. The Cultural hdrm sector did not escape damage to many of its 
worid-renowned sites, monuments and museums. A substantial number recei-led 
severe and, in some cases, irreparable damaqe. To date only a small fraction 
of the needed reconstruction work has been accomplished. 

The repcrt notes that total reconstruction expenditure, from the 
beqinni.?q of hostilities throllqh 1991, is estimated hy the Iranian authoritie. 
at about $13,000 million. This does not taka into account the ex+zr*nsi*rs 

runninq-dovn of stocks and the "cannibalization“ of equip.qent to keep other 
installations functioninq. Moroover, reconstr~~ction costs do ;.ot co=rer losse: 
incurred by the private sector, which has yet to recei.Je some form af 
rompensation. The mission obser*/ed that preliminary qovernment forecasts of 
future expenditure in she achievement of reconstruction tarqets contain 
differences among the sectors as to the definition of reconstruction, the time 
periods covered, and variations in the demand for sectoral ser-dices. Owinq tc 
the mission’s time constraint, the report has not. attempted to analyse these 
data. They will need to be Eurther refined by the Iranian authorities in the 
futurs. 

kiie+tle~ent ef fu.!3 

The Government has assiqned the highest priority to the reconstruction of 
damaged or destroyed rural and urban settlements in the war-affected 
provinces, and the return and resettlement of the displaced population. Large 
numbers of housing units need to be constructed, basic infrastructural 
facilities established, and empioyment opportunities created. About 250,000 
of the 1.2 million displaced population have returned to their places of 
origin, and some 2 millicn square metres of residential, commercial and 
administrative housinq have been r&uilt. 

e of Shatt al-Arah 

The cìearance of the Shatt al-Arab is of utnost importance to permit the 
reconstruction and functioning of the cities and pcirts of Abadan and 
ñhorramshahr. Once the political agretment of el1 parties has bten secured, 
immediate attention should be givea to the clearancn of tbir import+nt 
watervay . On the basis of its discussions, the mission believec that marine 
clearnnce opetations will require international assistance since the Islamic 
Republic of Iran possesses neither the resources nor the technical arpcrtise 
to undertake the work on íts own. Ir. is the mísst.on’s view that the magnitude 
and complexity of the task vil1 first. require a series of surveys to locate 
the wrecks, identify the natute of the cargo and determine the best meaas of 
rlearancc. The fact that many of the wrecks are heaviíy silted 2nd may 
contain cargo of a hazardous sature increnses the need Eor the utmost cate in 
thei r remosrs? . 

/ . . . 
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The recent performance of the Iranian economy has been highly 

satisfactory. However, the ability of the economy to sustain its current high 
1 rate OE expansion is still doubtful in many sectors, owing to the damage 

[ sustained in the conflict and the inahility during the war to channel 
, resources to reinvestment. Gutout qrowth has depended upon short term 

measures, including the "cannibalization" of idled facilitiss and the drawing 
down of stocks of spare parts. Unless more permanent improvements to 
ptoducti*le capability are quickly undertaken, the mission fears that not only 
will ourput fall, but serious damage couid be done to the basic core of 
equipmen?. 

The report notes that the quantity and technical quality of tt,e 
recons<r~lcLion effort is impressive, particularly since it has been almost 
compiorely undertaken through the domestic mobiiization of resources. The 
amcunt of reconstruction so far completed is a relatively small fraction of 
-what needs to be done. The country's capital stock is depleted in many 
sectors, and i*. is technologically outdated following years of stagnation 
caused by the conflict. Since the war ended, the Govetnment has had time to 
take s%Qck of the damage inflicted on its economic and social sectors. 
Although it has undertaken an impressive programme of reconstruction, it finds 
that the losses suffered had redaced its capacity to mohilize domestic 
resoutces in sufficient quantity and within a reasonable time-frame to meet 
the remaining costs of reconstruction. 

In these circumstances, th.e Covernment ha6 expressed its interest in 
international assistance in the form of acccs6 to externa1 6ource6 for the 
renewai and replenishmeat of capital stock; to export markets; to 
interaational capital markets aad invcstmeat, and to acce66 to teCent 
technological adVanC86 (iacluding tschnical absistaace). 

The Security Council, in .its resolution 598 (1987), recognized the scope 
of the reconstruction ptocess and the posstbility of participatljn by the 
international community. Haviag made a survey of war damage in the 16lunic 

Republic of fraa, th8 Covernment's reconstruction efforts and its priOtiti8S, 
as well as the considerable amouat nf rsconstruction uork that stilí needs to 
be Undertaken, the mistion believes that an appropriatc mcchaaism will nced to 
be devised to provide interaatíonal participation in the r8COn6trUCtiOn 
prOgfarRfn8. To this ead, the missioa recommeads the COnV8ning Of a round 
table, at which reprsaentatives of the I6lamic Rtpublic of Iran cnõ Sitaies 
Members of th8 United Natioas and its relevant agencies and organitations 
could meet to discuss ways and m8ans of enterizzg into effective coc?eration in 
support of the rrconstruction efforts af the fslamic Republic of ICan. 

- 
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INTRODUCTION 

A. Terms of refw 

1. A team of experts was sent to the Islamic Republic of Iran in 
May/June 1991 cn an exploratory mission to obtain initial information on the 
nature and extent of var damage suff\;red by the country's infrastructure. The 
teams fiC;t report was issued as Security Council document 5122863, annex. 

? . . The second */isiC, of the team of expertu to the Islamic Republic of íran 
(in pursuanre of para. 7 of Security Council resolution 598 !l?F7)) took place 
from 7 November t« 1 Deremher 1991. The team's vork vas guided by the terms 
ot referente estabìixhed for the first visit and, in addition, foc?tsed on the 
following tasks: 

Ca) T) complete, where possible, the verification of damage to the 
country's i:lfrastructure, including the social sectors: 

(bl TC) review ecocomic, social and environmental issues relating to 
reconstruction and which cannot be dissociated from physical de*felopment; 

(r-1 To ascertain reconstruction needs and priorities, and identify 
sectors covered and type of intornstional assistance required; 

(d) To obtain, where possible, a breakdocln vithin each sector of the 
amount spent so far by the Iranian authoritfes on reconstruction activities, 
and on the remaining construction work that nee& to be under'3ken on 
restoriug dmaged sites and installations; 

(e) To present a macroeconomic visw of the economy to enablt an 
objtctivc asssssmcnt of ths impact of the reconstruction prograrnme on tht 
national budgtt to facilitate the identification of areas whert the 
coopstation of the intetaational community could be ctfftctivs. 

3. TI?@ mission arrived in Tehran on 7 Novumber aod began its work the same 
day. On the fol;.ouing day the YIXWI heìd meetings uith the Vict-President for 
Reconstructioz and Head of the Plan and Budget Organicatioa to discuss its 
programme of work and to rsceive additional informstion on the Government's 
reconstruction efforts. 

4. During the mission's stay in Tehran, a serres of mtetings was hoLd at key 
implementing Ministries to ascertain tht priorities of thoir reconstruction 
efforts. These incfuded meetings uíth Ministtrs or Deputy Ministtrs of Che 
folioving Ministries: Economic Affairs and Finance: Xtdustries (Lightfr 
Foreign Affaírs; Agriculture; Telecommunications: Transp~rt; Oil and 
Petroleum; He&~y Indcstries; Power and Enrtrgy; Education; Health; and the 
Interior. In addiciorl, meetings wt?:e also held bith the Governor of the 

/ . . 
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Central Bank and senior officials at the Iranian Charnber of Commerce. 
Industries and Mines, the Environmental Protection Organixation, National 
Iranian Oil Compny (NIOC), Ports and Shipping Organixation, the Foundation 
for Displaced People. the Foundation for the Disabled, the Housing Foundation 
and the Institute fcr Research in Planning and Development. 

5. The mission has made a record of al1 documentation received from Iranian 
authorities containing background information pertaining to damages and losses 
sustained as a direct result of the war, as well as data relatinq to national 
reconstruction. A detailed list of the documentation submitted to the mission 
is contained in appendix C. 

6. As a means of supplementing the information obtained during the official 
meetinqs, arranqements were made for team members to visit sites in the 
war-affected provinces to obtain additional data on sustained damaqe and 
reconstruction efforts. 

7. The team held official meetinqs with qovernment representatives at the 
national, provincia2 and local levels. A list of officials met by the team 
leader and the expert:î is contained in appendix B. 

C. Procedural matters 

8. In carryiz:*., ~iit ht- &ask, the team was provided by the Government with 
information on ita asscszment of direct and indirect losses caused by the 
conflict. 

9. The mission obtained all its data and background information on damage 
and reconstruction from gavernment sources, in the form of documentation 
handed over by government officials. and information provided verbally aithet 
at official meetings or by technical staff who accompanied mission members 
durinq on-site visits. The Iranian authorities had, on their part, conducted 
a thorough accounting of war losses and recanstruction costs, and supplied 
supporting detail to the mj.ssion for al1 statements made with regard to actual 
financia1 expenditure. The Government responded fully to reqxests made by the 
mission for additional information and clarification. 

.' 
10. Because of existing differences between official and non-official 
exchange rates, the first report of the mission (S122663. annex) expressed al1 
damage and reconstruction costs in Iraaian rials. Since the absence of a 
comparable ioternational exchanqe tate made it difficult for the.reader to 
assess the magnitude of losses of reconstruction cost involved. consultations 
were held with Iranian authorities and the team to identify an appropriate 
rate. In the prssent report, costs are expressed in both rials and Wnited 

/... 
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States dollars. The exchange rate used, in agreement with the Central Bank, 
is that accepted by the Wnited Nations for purposes of calculating the Islamic 
Republic of Iran's membership payments to United Nations bodies. This rate is 
based on an average OC a nsunber of exchange rates calculated by the Central 
Bank under different statistical concepts. .For 1988 the rate would be Rls 237 

per United States dollar. while the rate for 1990 would be Rls 300. 

11. To achíeve a uníform approach in al1 sectors with regard to the question 
of reconstruction. the missioa endeavoured: 

(a) Ta collect. on a sectoral basis. al1 information and data pertaining 
to majoc war-related damage and to the reconstruction programme: 

(b) To carry out on-site inspections of damaged and reconstructed sites 
and installations: 

(C) To describe al1 visible damage in qualitativa rather than 
quantitative terms, for example, light, moderate. severe and heavy: 

(d) TO compare the reconstructíon work of a particular site with 
photographs taken at the time the damage occurred or before the work began. 

1. GOVERWMEWT ASSESSMRWT OF WAR-RELATED DAMAGE 

A. Qverview 

12. As stated in the first report, almost 28,000 $quare kilometres of Iranían 
territory came under occupation soon after the outfbreak of war in 1900. Out 
of a total of 24 provinces. 5 beceme active theatres of war (Khuzestan, Ilam, 
Bakhtaran, Rordistan and West Aoarbayjan) while ll others were repeated 
targets of attack by aircraft and missiles. (See’map 1 above.) 

13. In evaluatfng the economic damaqe. the Government considered two main 
categories: 

.  .  .  .  (a) Direct damage consisting of damage to physical infrastructure and to 
capital stock as the result of direct attack. Such damage was estimated by 
the Government to amount approximately to Rls 30,811,424 millian. 

(b) Indirect damage estimated by the Government at Rls 34,535,360 
million. 'Bis includes facilities aad capacities that could have been 
utilized had there been no war. It also incìudes resources allocateä for 
defence purposes that would otherwise have been utilized by the economic 
seccors. 

14. A sectoral breakdown with regard to direct and indirect damages is 
contained in tables 2 a. 3 of the first report. 

/... 
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8. Assessment of direct damaoeS 

15. Following uP on the first preliminary estimate of the war-related dmages 

which vas presented to the first mission, the Government submitted to the 
present mission the document entitled Final Reuort on the AsSessment of the 
Economic Damaaes of the War Imaosed bv Iraq on The Iwic Rpnublic of Iran 
11980-1988). This docwnent provided details additional to the information 
previously submitted. 

16. The mission believes that, in order do better understand the needs for 
reconstruction, attention should be focused on the estimates of direct damage 
in the non-military sectors. For this purpose, hherefore, in analysing the 
total value of the damages, it has excluded armed forces machinery and 
equipment and materials and goods. 

1-l. The additional information contained in the Government's report provides 
a breakdown of the value of the damages into two components. The first is the 
value in rials of domestically supplied materials or equipment while the 
second is the cost in dollars of imported items. The authorities informed the 
mission that al1 such values have been estimated at replacement costs in 1988 
prices. 

18. In oríer to present a measure of the damages in internationally 
comparable terms, the mission has converted to dollars that part of the 
estimate originally denominated in rials, addinq that figure to the part 
originally estimated in dollars. As expiained in the introduction the 
appropriate rate for 1988 would be Rls 237 per dollar.* 

19. The estimate of the value of the non-military damages which are of 
domestic origin amounts to Rls 12.994.040 million. Converted.at Rls 237 to 
the dollar. the equivaler& value is $54,827 million. The estimate of the 
value of rar-damaged items which have been imported, provided ia the 
above-cited report, is $42,421 million. The total of the non-military damages 
is therefore valued at the equivale& of $97,248 million. 

20. Conversely, íf the data for war damages of imported items is coaverted to 
rials at the seme rate of Rls 237 to tbe dollar, the rial value of this 
component is equivalent to 10.053.777 million. The total of non-military 
damages is therefore estimated at Rls 23,047,817 miìlion. For comparative 
purposes, this total is virtually equivalent to the estimate of gross domestic 
product (GDP) for 1988, Rls 23,048.200 million. 

* It should be noted that a trade-weighted conversioa rate estimated 
by the World Bank for 1988 is 178 rials per dallar. The Central Bank rate, 
calculated in consultation with the United Nations Statistical Office, is an 
average of a number of rates estimated under different statistical concepts. 

/... 



5123322 
English 
Page 16 

21. AS indicated in the report of the first missio.., these data do not 
include any estimate for the value of housing OK commetcial buildings either 
completely destroyed or partially damaged, given the large numbec of 
individual units involved and the disparate conditíons under which they were 
originally built. In the summary of the sectoral reports presented later in 
this document. estimates are provided of the coSts of the replacement houses 
and buildings which are being constructed under the Government's reseftlement 
programe. 

22. The detailed data provided in the tables of the Government's report 
indicate that no estimates have been made of port damage nor of the losses in 
shipping and ín civilian aircraft which were suffered during the conflict. 
The Government aìso informed the mission that additional data on losses 
sustained by municipal authorities and by private sector manufacturíng 
establishments had been received after the report had been issued. 

C. Indirect damaoc& 

23. The Government has also provided data on indírect damages. defined as 
service and productive capacities that would have been exploited ir' the war 
had not taken place. Thís type of damage also íncludes resources diverted for 
national defence during the conflict period which otherwise would have been 
utilixed to create extra capacities within the economic sectors (see S122863, 
para. 51 (b)). 

24. It is apparent that the war as well as tire war effort has seriously 
distorted the pattern of economic activity. It adversely affected the 
allocation and generation of resources which did,not permit even normal 
capital stock replacement. That distortion in rfsource use continues to act 
as a constraiat on achieving growth necessitated by the '&sed to overcome the 
years of neglect. It was also evident t.hat. given the intersectoral and 
inter-industrial relationship. physical damage suffered by certaín Ley sectors 
had a vide-ranging negative impact on others. 

25. The missíon recogníxed that a large aumber of possible interpretatíons 
could be put on the extent of the indíreat damage and that it would be very 
difficuit to reconcile these interpretations during the brief time available 
to the mission. It was therefore decided to limit the discussíon in the 
repott to direct damage and to associated costs of reconstruction and to take 
note only of the assessment of indirect damage as reported by the Governme'nt. 
These have been given as Rls 34.542,326 million. 

/ . . . 
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II. MACROECONOMIC BACKGROWND 

A. &-icd cf m 

26. The outbt-eak cf the ccnflict in September 19RO occurred as the new 
Goverrunent was taking initial steps to assume control of governmental 
functions and to restore normal eccnomic activities in the wake of the 
revolution. 

27. Oíl prcduction and exports play a fundamental role in the perfcrmance of 
the eccnomy of the Islamic Republic of Iran. Not cnly does the oil sector 
gcnerate both directly and indirectlp substantial employment opportunities but 
it is virtually the only scurce cf Eoreign exchange and fcr many years 
provided as much as two thiids of qovernmant revenue. 

28. In internatiunal markets, after the seccnd round of oil price increases 
in 1379, both the decline in worlo oil consumpticn Ind the cominq on stream of 
non-OPEC cil sources led to pressure cn prices which beqan tc decline in the 
course cf 1981, frcm some $36 per barre1 in early 1981 to an average of $31 in 
1982 and ã2I3 in both 1983 and 1984, but still well above the relatively 
favourable early 1979 levels. In an effort tc stabilize the markets, OPEC 
member States durinq the latter period were asked to curtail output and 
expcrts. 

29. The Islamic Republil: cf Iran's erpcrts of crude oil in 1980 were belcw 
the leve1 cf 1 millicn barrels ner day, the lcwest since the early 1960s and 
were well below its OPEC share. This was in part due to the Gcvernment's 
policy of limiting oil expcrts tc the amcunts needed to satisfy the country's 
basic foreign exchange requirements and in part due to the changes in the 
Islamic Republic of Iran's oil marketing arrangemonts after the tevolution as 
OECD couatries aad Japaa ehifted to alternative sources of supplies. Export 
levels were seriously affected in lace 1980, and especially through 1981, by 
severe darnage to pumping etations and the Rharg Island facilities which were 
bombed early in the war. This resultad in a leve1 of exports in the latter 
ytar which also fe11 below 1 million barrels per day. But, in 1982 aad 1983, 
exports exceeded 2 million barrels per day as NIOC repairad war dzunages to its 
facilities and nev markets were developed. War damage constraints, howtver, 
once again became more serious in subsequent years, reducing erport levels. 

30. The low levels of exporte in 1980 and 1981 were therefore reflected in 
the declines in GDP in those years but the recovery of exports and continued 
relatively favourable oil prices through 1984 led to strong overa11 economic 
growth during the period. By 1984, GDP was some 40 per cent above the 1980 
level. 

31. The substsntial expansion in government revenues after 1980, largely froltc 
the oíl sector, permitted growth of public txpenditures, aíthough only a 
moderate rise was recorded for real capital formation. The sectoral data 
available to thc mission indicate that the relatively small amount of 
expenditure on reconstruction which vas necessary through 1984 was met from 

/ . . . 
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budget allocations for capital expenditure, from the drawing down of stocks of 
spare parts (particularly, for example, in the oil sector which at the time 
had suffered the severest damage) and from interna1 resources available to the 
enterprises concerned, particularly those uhich generate revenues. 

32. During the course of 1984, heavy damage was sustained by Iran's oil port 
facilities and tankers throughout the Persian Gulf. Shipping was thereby 
discouraged from entering the area, resulting in a substantiìl fa11 in the 
volume of exporcs in subsequent years. At the same time, oi.? prices sharply 
declined, from the $26 barre1 levels of 1983 and 1984 to $11;. in 1986. The 
combination of the two events had disastrous effects on the Iranian economy. 
Foreign exchange earnings from oil and gas exports, which h..id exceeded $21,000 
million in 1983, dropped to $17,000 million in 1984, to $14,000 million in 
198s and ta $6,000 million in 1986. 

33. Although GDP rose slightly in 1985, it declined in each of the subsequent 
years and by 1988 was 10 per cent below the 1984 level. The inpact on 
government revenues vas more severe, a reduction in income from oil and gas in 
1986 to less than 25 per cent of the 1902 and 1983 levels. To prevent sny 
further growth in the public sector deficit (and to attempt to limit 
inflationary pressures), non-oil taxes were increased. But the deterioratiag 
budgetary situation did not permit increases in allocation for capital 
formation, one of the principal sources of finance for repairing war damaged 
facilities. In orde: to free resources for the latter purpose, expenditures 
on severa1 new projects were, in fact, suspended. 

34. Howeve r , a number of ongoing projects considered vital to the war effort 
continued to be implamented. Examples include the ports at Bandat Khomeyui 
and Baadar Abbas, cited above, which underwent &bstaatial expansion. GiVSA 

the complete destruction of Khorramshahr, previously the most imklortant port 
facility, it vas essential to proceed with those ptojects to ensure the 
functioning of tha franian ecoaomy. (See thi3 dfSCU86iOns in Section IX.) 

35. Other sector reports indicate that Strenuous efforts were made to 
maintain ths operational leve16 of kay infrastructural faciiities throughout 
the conflict period. Civen budgetary limitatíons and tbe difficulties in 
getting compon8nt8, some dantaged installations note "CaAAibaliZed" to keep 
other units functioniag (e.g., power, refinery operations, roads), the 
financia1 flows of rsvenue-producing irstallations were used to finance some 
of the ongoing York, and spare parts inventaries COAtiAUed to be drawA dowa. 

** 4". “z 3 m-e byp>o tf ftráign áx¿hó~yr aarnings öíso haã a significant impact on 
productive activities as steps were taken ta control imports and various 
Ieímutes uere tak?A to control domestic demand and activities. Imports of raw 
Renterial snd fntermediate goods for industry and mining were sharply reducad 
aAd priority was given to the production of goods, particularly spare parts 
and components, needed for the war. Manufacturing activity, which had 
experiencad moderate growth in the 1981-1984 period, declined sharply and by 
1988 vas some 20 per cent below the 1984 leveí. 
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37. With the cessation of hostilities in 1988, the Government rapidly moved 
to shift ftom a wartime economy to recoostruction. The task was monumental, 
qiven the enotmity of the damages which had been sustained. Foremost among 
the problems were the immeasurable burden arising from the displacement of 
2 milliua peopIe, the casualties from the war, and the urgent need to make up 
for some eight years of domestic resource allocation essentially oriented 
towards the war effort and which had entailed the suspension or reduction of 

many normal economic activities. 

38. Immediately after t5e cease-fire, the Government elaborated its first 
five-year development plan (1989-1993). The plan was prcsented to the Majlis 
(parliament) in early 1989 and ádopted on 31 January 1990. 

39. The principal concern of the plan is the reconstruction of an economy 
and, as such, it does not specifically deal with reconstruction of damaged 
facilities except in so far as those are needed to meet overa11 objectives. 
The emphasis in the short run is to take those immediate steps requircd to 
restore productive activities in the quickest possible time, JO as to 
establish a flow of goods aud services which would permit the generation o4 
resources necessary to lay the basis for sustained economic growth. Moreover, 
it addresses many of the key socio-economic concerns not directly resulting 
from the war but rather the consequences of an eight-year time lapse when the 
principal priority was the conduct of the war. Tbese are spelled out below in 
section V of the present report. 

40. To implcment its development plan, the Government announced a series of 
major macroeconomic policy reforms, the details of which continua to be 
elabotated. The sssential aim is to restore the balance of t$e oconomyI 
moving away from the hiqh desree of state intervention which chatacterfsed the 
war period towards the establishrneat of 110. economy rslying mainly OA market 
mechanisms. 

41. Greater reliaace would be put on +ha private sector aAd private 
entrepreneurship. This rould include ths privatiuatioa of maay economic ,. 
activities now undertaken by the Government. Moreover, the authoritits 
indicated that they would be guided once more by the priociples estsblished in 
the Law for ths Attraction and Protection of Foteisn Investmeat enactsd in 
1955 which provides for non-discriminatory treatment of foreign investmeat. 

42. Measures have already been taken to liberalice the financia1 system, to 
improve and reform the tax reveaue system, to reduce gradually price aad 
dirtribution controls, -to lower the leve1 of ptotection from tariff and 
non-tariff barriers, and to move gradually to a uaified exchanqe rate. 

43. The Goverment has assigned highest priority to the voluntary 
resettlemeat of the mas6 of population which has beea displaced from the 
war-devastated areas. This will involve providing adequate housinq, basic 
infrastructural services, emplo*yment and income-generating opportunities. The 
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details cf these programmes are contained in the sectoral chapters issued as 
an addendum to the present report and are summarized in section VI. / 

44. Economic performance since the end of the hostilities has been highly 
encouraging. In 1989 GDP grew by some 3 per cent, but rose rapidly by more 
than 10 per cent in 1990, in spite of a severe earthquake in tsro northwestern 
provinces in June 1990 which caused heavy loss of life and considerable 
damage. The preliminary estimates for 1991 are for continuad high growth 
rates. A major factor has been the strong recovery in the value of oil 
exports which recovered to $12,000 million in 1989 and rose to more than 
$17,000 million in 1990. Further improvement in these exports has occurred in 
1991 with the cllrrent volume exceeding 2 million barrels per day. At the 
present time, it appears that oil Production has reached over 3 million 
barrels per day, the highest output since 1979. Although there has been some 

recent instability in oil pricos, current leve?s are 30-49 per cent above the 
lows recorded in 1985-1986. 

45. Sn other sectors of the economy, the recent changes in the qovernment 
policy facilitated rapid adjustments rowards a peacetime economy. 
Manufacturing activity increased by 17 per cent in 1990 and the Goverment 
reports that the leve1 of c.lpacity utilization in the sector in 1991 reached 
80 per cent. The lifting of import controls has improved acceso to raw 
materials and intermediate products while the removal of price and 
distribution controls has encouraged producers to raise outpur. In general 
the policy reforms and the improved earnings from oil exports resulted in a 
substantial increase in imports in 1990 which appears to be continuiag in 
1991. Recovery of the agricultura1 sector from war damage has been impeded by 
the 1990 earthquake and a long period of drought. 

2 
46. A significant feature of the economic performance 8f the Islamic Republc 
of Iran through this period has been its policy ta reduce sharply the leve1 of 
its foteign debt through timely repayment. The Government has indicated that 
it. has virtually no medium- oc long-term foreiga debt rt the present time. 
This situation should substantially enbance its qreditworthiness in 
international capital markets. 

47. Higher revenue fot the Government from oil exports, as well a6 from talt 
reform measures adopted eatlier, has permitted an expansion in development 
expenditures and a reduction in the overa11 budgetary deficit. An additionaí 
consequence of thtse developments has bsen the decrease in inflationary 
pressures. 

46. iítivariireitss, íhe ciifFicuities in sustaining this productive petformance 
is recognixed at many levels siace it has depended in many instances on 
shott-term measures to raise output which need to be followed very quickly by 
more permanent improvements in productive capability. For example, the 
National franian Oil Company (NIOC) reports that 90 per cent of the repairs 
that it has made to war-damaged facilities vil1 have to be redone in order to 
avoid serious losses in the future. In addition, the high leve1 of oil 
extraction at the present time is being achieved by operating Wells where war 

/ . . . 
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damage has affected the ability to re-inject associated gases into the oil 
reservoirs, thus requiring considerable flaring of those gases. It will be 
necessary to invest in compressing and associated equipment to correct this 
situation. 

49. Similarly, repairs to many of the major roads need to be redone, 
includinq a number of war-damaged bridges which require more permanent 
reconstruction to withstand the loads they are now carrying. Moreover, the 
entire rail system needs overhaul, ín particular, upgrading of rolling stock 
which had been damaged during the wdr and which had been repaired using 
locally produced components. 

50. In the case of electric power qeneration, officials estimate that about 
orle fourth of the repair to damaged facilities will have to be redone in order 
to ensure safe and proper functioning. In this sector and a number of others, 
the drawing down of stocks of spare parts at plant sites in order to effect 
repairs has made the system vulnerable to breakdowns. 

III. THE RECCINSTRUCTXON EFFORT 

A. Mon durw 

51. The main iocus of the domestic mobilization efforts during the period of 
the hostilities was to provide for strategic and policy requirements of the 
nar. Following the recaptnre of ñhorramshahr in June 1982, the Government 
authorized the commencement of reconstruction activities io the war-damaged 
areas ia furtharanee of that objective. 

52. At the national level, reconstruction pl.ans and programmss were limited 
to short scopea and periods, to eneble the damaged facilities to resume their 
servicss or production CLIS quickly as poscible. Resoutceo available for 
recoastruction ware allocated fvr prvjectr wfth irmnediate feedback, for 
militarily strategic projects, and fvr the implementation of urgaatly medad 
projects responding to the social and political pressures resulting from the 
war. In some sectvrs (e.g. roads and bridges), ít was aot possible to 
undertake normal maintenance and repair sctivíties, nor to embark OP normal 
replacement programnes, owing tv the limited resources. 

. . . . B. post-war remes ~ 

53. TiJü IróiAz YY.w.-..“-- ---, Pr.*---.-*+ -1 =horat.aõ its first five-year developmsnt plan in 
1989, to ptovide approprfate orientativn for the shift frvm a war economy tv a 
peacetime ecor.crmy (set sectivn II). The basic objectives include 
recvnstructing and renovating productive and infrastructural cspacities, as 
well as population centres damaged during tha war, achieving econ-ic 9rVwth 
with the aim vf increasing per capita production and productive emplvyment. 
and providing minimum basic needs of the popuíation. In this cvntext, tht: 
reconstruction of war-dafnaged areas was stated to be an integral part Of the 
plan and the specific activities devoted to the various elements making up 
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reconstruction are defined within the framework of the priorities envisaged i- 
the plan. 

54. Within the above-stated objectives the Government has set out the 
following priorities for action: 

(a) Reconstruction of residentia:, educational, health and commercial 

units in cities, towns and villages located in the war-damaged areas; 

(b) Provision of infrastructure, such as water, electricity and 
sanitation in war-damaged residential areas. with a view to accelerating the 
resettlement process and in preparation for the future development of the 
areas; 

(cl Revitaiization of the economy through the regeneration of productive 
employment, particularly through the rehabilitation of agricultura1 land, and 
the reconstructicn and rphahilitation of industries within war-damagcd areas; 

(d) Repair and reconstruction of existing communication net.dorks, 
including roads, bridges and telecommunications; 

ie) Repair of damaged historical and cultural sites and monuments. 

55. In order to provide top-leve1 supervision over the reconstruction and 
renovation processes and the return QP the displaced, the Supreme Council for 
the Reconstruction and Rencvation of the War-.Damaged Ateas was created, under 
the direction of a Vice-President of the Republic. A detailed description of 
the organization and operation of the Council, its relationships with 
provincial and local governments and with gover‘ement ministries, is contained 
in the first report (SI22863, paras. 64-68). A review of the progress 
ackieved in the rescttlemeat ptogrammes is provided in thc summary of the 
seczoral report on housing and humaa seiitlements contained in section VI of 
the prcscnt teport; the ful1 scctoral rcport is contained in the addendum, 

55. Thc exigencies of the war led 50 governmental intervcntion ia al1 scctors 
of the economy and in thc social sectors, Pollowing the ccase-fire, the 
authorities began to seek a more balanced structure by rcducing most controls 
over the sconomy in order to imptove thc allocation of resources, rcducing 
public sector involvement and. in general, providing more ñcope for private 
sector activity. A major clcment in this shift has been thc privatization of 
a large number of governmnt entcrprises. The macroeconomic policy framenork, 
fitst outlincd in thc plan, is dcsigned to provide an appropriatr inr?antivc 
structure for thc prívate sector to cstablish efficieat import-substituting 
industrics aad profitable cxport activitics, thereby cnsuring an increasing 
role for that sector in the process of reconstruction. 

/ l * .  
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57. The Government is actively promoting the re-emergence and functioning of 
private sector organizations, such as the Chambers of Commerce and Xndustry. 
These groups can play an important role in dissemination of information on a 
broad range of topics of interest to the private sector, including technology, 
gcvernment assistance to the private sector and investment promotion. At the 
sane time, the chambers, which are organi.zed on the nationa?, provincial and 
muaicipal levels, can set-ve as channels for private sector views on key 
el*?ments of government Zolicies. As noted earlier, the authC*-;ti.es have 
reaffirmed their intention to implement the law on foreign i. ment 
originally enacted in .(.955, which provides non-discriminatory treatment for 
such investment. 

58. T!le Gove:nment'-; holding company for small- and medium-sized industries 
(the National Iranizn Industries Organization (NIIO)) has begun the process of 
privatization by selling shares in some 300 of the enterprises it controls. 
This is being done through the rejuvenated Tehran Stock Exchange. Trading in 
these shnres accounts for about half of the current leve1 of transactions in 
tha!: market. rhich has grown from about Rls 2,000 million in the year 
immediately following the cease-fire to over Rls 160,000 million in the first 
six months of 1391. 

59. In the areas where hostilities took place, assistance is being provided 
to small- and medium-sized industries damaged during the war to assist in 
their reconstruction. Funds have been aìlocated to the Ministry of Industries 
Co permit it to make grants for rebuilding. Tinese enterprises are also being 
assisted in arranging financing plans with local financia1 institutions. 

60. The Government is also playing an important role in the development of 
private construction companies in the war-damaged afeas. Grants are being 
given directly to the owners of damaged houses, who are then responsible for 
rebuilding, This has led to the creation of many small construction firms in 
the region which are being contracted for the actual work. 

.: 

61. The reconstruction proqramme has had to deal with severa1 major 
socio-economic factors arising from the eiqht-ytar duration of hostilíties. 
One of the most otrikínq is the substantial qrowth in population which 
exceeded 3 per ceat per annum.during that period, resultinq in a total 
population size some 50 per cent higher in 1988 than in 1980. The hiqh birth 
rate has resulted in a demographic profile in which sume 45 per cent of tha 
present population is under the ag3 of 14. The provision of social services 
and educational opportunities for this agt qroup cleatly presents major 
challenges to the authorities in their allocatioa of resource>p crb LLii~y 
simulcaneously cope with the problems of overcoming the damages inflictef? in 
those sectors. 

62. The priorities of the war effort made it extremely diffícult for the 
productive sectors to incorporate technoloqical change. This was compounded 

/ . . . 
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by the international political developments associated with the war which 
limited the country's access to those changes. As a consequence, the Islamic 
Republic of Iran's basic productive structure and infrastructural framework 
are by and large technologically obsolete. with a capital stock that is now ar 
least 12 years old, much in fact being considerably older. In these 
circumstances, the objective of reactivating production or restoring services 
as quickly as possible may conflict with the need to initiate technological 
upgrading. 

63. Careful assessments will have to be made of proposed repairs or 
replacements of damaged equipment or Uystem components to ensure‘that such 
expenditures do not lock in the existing obsolescente. One example which the 
mission encountered is the case of telecondnunications, where it has been 
necessary to rebuild completely the network in the war-damaged areas. Some of 
the replacement has been undertaken with outdated equipment produced by local 
suppliers, thus saving on foreign exchange. However, the balance of the 
equipment needed has been imported and this represents more up-to-date 
technology. 

. E. &RRR~~-V of act& reco- 

64. Because of the imperative need to keep oil flowing, both for 
hard-currency exports and to serve the needs of the domestic economy during 
the conflict, the Government attached the highest priority to repair and 
reconstruction work in this sector. Maintaining tbe output of industry - 
particularly heavy industry to support the war effort -.~as also a high 
priority for the Government. The task of rebuil-ding the fabric of human 
settlements end of transport were furthsr priorii!y matters for the 
Government. These priorities are reflected in the actual expenditures made by 
government ministries for reconstruction over the period from the outset of 
the conflict to the present. As shown in the summary table below (the data 
for which were provided to the mission by the Govermnent) these expenditures 
have to date totalled the equivale& of 817,343 million: al1 thsse costs have 
been met by the Government from domestic resources. Assuming that private 
sector reconstructian expenditure has been equal to at least one tenth of 
expenditure incurred by the public sector, an estimate of the total 
reconstruction expenditure covering both public and private sectors would be 
about $19,000 million. 

65. The expenditures shown in this teble are almost certainly a siqnificant 
understatement of the actual cost of reconstruction carried out to date, 
because they exclude - +inter alb - the extensive "cannibalization" of 
existing plants and equipment and the running down of stocks of spares, which 
helped in large measure to keep the wheels of industry turning throughout the 
conflict, despite the damage from attacks, and the difficulty of obtaining 
replacement parts through the usual trade channels on account of embargoes. 
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Table 1. Sunmary of reconstruction expenditures by 
governmeat ministries 

(In millions of United States dollars) 

W: Míssíon estimates based on data providtd by tbe Office of the 
Vice-Prcsidtnt for Btcouatructíon. 

l!QQ: (1) This tabla fs calculattd uaing a rate of ñia 7U;$ tü zvz?.f~t 
foreign txchaage expenditurts. 

(2) Domestíc currency expenditures are expressed in 1988 prfcts 
at Rls 237 to tht dollar. 

/ ..* 
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66, The Government has alsc provided the mission with its preliminary 
forecacts of spending required in the future to complete its reconstruction 
efforts in the sectors listed in table 1. As this information was made 
avai?able to the mission ouly very late in its second visit to the Islamic 
Republic of Iran, and after the sectoral experts had completed their reports 
and left the country, it has not been possible for the mission to examine 
these forecasts in detail. It can, however, be noted that thcy involve sums 
in foreign exchange which are very large, both in absolute terms, relative to 
the sums forecast to be expended in domestic currency, and by comparison uith 
the expenditures (covering the development of the entire economy) set forth in 
the current five-year plan. In the mission's view, this could be attributable 
to the extreme difficulty to be encountered of attempting to separate purely 
reconstruction costs from development expenditures. Iran's economy is 
undergoing a major overhaul - particularly with regard to the updating of 
technology - in the waka of a population explosion and a decade-loag absence 
f rom international business intercourse. 

67. These qualifications having been rITade, table 2 ùeïaw is presented for the 
sake of completeness. It will be noted that the lion's share (56.5 per cent) 
of the total relates to the oil snd petrochemical industry, where the forecast 
foreign exchange tequirements are especially large, given tk? need to acquire 
modern plant and equipment from abroad. 

/ . . . 
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Table 2. Forecast of reconstruction expenditures by 
government ministries 

(In millions of United States dollars) 

SECTOR 

Liaht idus 

Telecommunications 

Source: Mission estimatcs based on data provided by the Office of th6 
Vice-Ptesident for Peconstruction. , 

HQU: (1) A tate of Rls 7015 is used to coo.vert forcign exchange 
expendituras. 

(2) Domestic curreacy expsnditutcs in the period f rom 1991 
onvards are expressed ín 1991 prices, aud therefore a 
conversion rate of Rís 30010 has been used. 
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ív. THE ENVXRONMENTAL CONSEQUENCES OF THE CUNFLICT 

68. In the first report referente was made to the environmental consequences 
of the conflict in the sections on human settlements and agriculture. In the 
course of its second visit to the Islamic Republio of Iran, the tearn nas 
provided with mot’e detailed informalion on the ilature of the damage to the 
envitonment and the measures that need to be taken to deal with the ptoblem in 
its various forms. 

69. In ths case of human setttements the vasi- destructicn of basic 
infrastructure in many cities nnd towns that were attacked or occunied durinq 

. . 
the conflict has created immense ptoblems for 'che authorltles, ptincipally 
because the displaced population will not be able to return until the sites 
have been rebuilt. The costs are almost prohibitive, but essential. More 
details are provided in section V.k of the present report and section A oE the 
addendwn. 

70 In tne South-West provinces, patticularly in the coastal region and along 
the mnin inìand uaterways, the scale of environnental destruction is 
extensive. For example it was s¿ated that along the Karun River, which prior 
to the conflict was the pulse of the region's economic life, overa11 ec$nomic 
activities hrve been severely constrained owíng to pollution and 
contaminaticn. Farmlands were reported to contain dangerous substances 
resulting from many years of war activitics, and -hese substanccs are said to 
have adversely affected the quality of crops. The rural populstion is 
reported to have suffered from an unusually high incidence of diseases, 
especially eye infections, stomach illnesses and skin ailments. These 
diseases do not occur at compartile levels outside the war-affected 
provinces. Health authorities are currently una?le'to offer any explanation 
as to the exact cause. 

71. Along the coast, ia particular betwean Abadan end the Strait of Hormuz, 
thcre are more than 250 kilOmetreS of beaches covered with tar ot acphalt, 
threatenirg the survival of already endangerad species and protective 
vegetation. Leaking oil tankers attacked during the coaflict are believed ta 
bu ths cause oí this situation. Oil pollution and oil spills were said to 
have negatively affected the ecouomic lifa of more than 2Q islaads ín the 
Persian Gulf. Mangroves aad seagrass cultures have been destroyed, aad there 
is a severe threat to the prawn fishing industry. 

_‘. : , : .  .  .  72. The sectíon of the present report on aqrículture and irrigation provídes 
additional infomation OO the éype aad extent of damage suffered, togather 
with cstimates of relaeed recomtruction custs. 

73. The sunken ehiqc sud ::racfìs iri aoü aiong the tivar banks of the Shatt 
al-Ar8b pose another serious %nvironmental hazard. Maturally, the ntagnitode 
of the prohlem íncreases comensurare with the time the sunken ships rewain fn 
their present positicn. in the proceC-s, the Lívelihood of fishermen is 

men?ced anò a serious danger exists trt the ecology oE the surrounding 
environmeni. No records are available on the nature of carg@ carrietl by the 
ships 8t the time they yere sunk. Any cleaning-up activity of the Shatt 
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al-l\rab waterway will have to be undertaken uith the assistance of the 
international community and the ful1 participation of the two riparian States. 

74. Another type oE environmental hazard created by the conflict is the 
presente of extensive minefields and unexploded ordnance in border areas. The 
Ministry of Hcalth claime that at least 10 persons are either killed, maimed 
or wounded daily by these lethal devices. 

7s. It is the Goverruneut's position that the major environmental problems 
arising from the conflict need t3 be studied in detail before preparing a plan 
to resolve them. Considering the dimrnsion cf the environmental degradation 
and its consequential overa11 impact, thcre appears to be a definite role for 
cooperation at the regional and international levels to address these issues. 
The Environmertal Protection Organization informed the mission that it had so 
far been unable to carry out any conclusi*!e surveys OK studies because of the 
high cost invclved and the leve1 of specialization required. However, the 
authorities stated that international assistance is required to enable a 
numher of ;tud.es highly prioritized by the Government to be undertaken. 
These include the following: clearance cf debris in devastated cities; 
clearance of tar-polluted beaches; monitoring Gf Karun River pollution: 
effects of pollution on Persian Gulf islands: ccnservation of seagrass and 
mangrove fJrests; water quality st'tdies in the war-affected provinces. 

V. SECTORAL PRESENTRT‘ON !SUMMARIES) 

(This section contains summaries of sectoral presentations. 
A detailed account of each presentation can be found in the 

addendwn to the present repott.) 

76. At the peak of hostilities, over 2 million gersono were displaced by the 
conflict. The influx of íarge numbers of people over ó short period of time 
placed a very heavy burdtn on the social and physical inftastructure of the 
receiving cities. In the process infrastructurc, buildings and other 
facilfties of the abandoned ateas quickly deteriorated because they vero not 
regularly maintained. Although the Covernment has placed the highest priority 
on creatfng the conditions appropriate for tne return of the displaced, thc 
mission vas told that economic uncertaiaties and fear of rencwed hostilities 
keep many of the displaced from returning to their homas in bordar ãreas. 
Thus far, about 250,000 displaced people have left camps to return to their 
tormer Bornes. 

77. The loss of shelter for the displaced is the most widespread physical 
eonsaquence of the conflict. In its fi?ld survey of damage, thc misaion 
ascertaiaed that few residential oc commercial structures in settlemcnts 
within the ateas occupied by enemy troops remained unharmed. The entire 
housing stock was destroyed in many villages and towns. Cities beyond the 
immediate area of ground hostilities also suffered varying degrees of damage 
to their housing stock as a result of missile attacks and atrial bombardment. 
A revised government estimate indicates that 117,035 housiog units were lost: 

/ . . . 
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there was a corresponding loss of commercial buildings in areas where ground 
action was fought, estimated by the Government to amount to 13,140 commercial 
units. 

70. Watec and sewerage systems in urban areas within the theatre of ground 
combat suffered not only from direct military action but also from collateral 
damage caused by destruction of buildings as well as by neglect. Networks 
have become silted and clogged and pumping stations have fallen into disrepair. 

79. In areas under reconstruction, ownzrs are responsible fot the 
reconstruction of their own units. However , the Government provides partial 
compensation for losses and damage sustained by private individuals in the 
form of grants. In regard to the con.s:ruction and repair of commercial and 
residentia? units, low-cost bank loans have also been made available to owners 
to cover expenses above the limit of compensation grants. The Government 
prepares physical development plans ancl provides technical support and 
supervision of construction efforts. Other support services include the free 
transport of bu:lding materials to construction sites. 

00. The re-establishment of elcctric power is a yrerequisite for the return 
of displaced populations to the reconstructed cities and towns. Wíth power 
stations comi::g back on line and the transmission lines mostly in place, the 
only remaining element ís the reconstruction of distribution networks within 
the towns and ci+,ies. According to the Government, this is being done ?.s part 
of the overail reconstruL'ion of settlements. Another major requirement Cor 
resettlement is the collection, removal and final oisposal of waste, scrap r-d 
debris. In urban areas the clearing of the debris from damaged and destroyea 
buildings is well under way, but considerable work still remains to be done. 
Further, postal services - vital for communicatidns - were greatly affected by 
the conflict. Some 64 post Office buildings were either destroyed or damaged; 
the total area to be rebuilt is 17,378 m2, of which 8,807 m2 have aìready 
bttn rtbuilt or rthabilitated. 

:. 

_:.,./ 

81. The missioa was informad that, for the reconstruction of human 
stttlements, the Islamic Republic of Iran's primary aetd is for construction 
tquipmcnt. In addition, thert ate shortages of building materials. Iran 
possesses a well-qualified body of professionals in tht fields related to the 
physical reconstructioa and rthabilitation oi war-devastattd artas. such as 
engiaeering, architecturt and urban and rural planning. Th0 existing aational 
capacity provides a good bar? for the utilization of sptcialixtd expertist to 
augmtnt know-how already avòilablt within the country. 

: B. petroìeum &n3ustff? 

82. The economy of the Islamic Republic of Irar is heaviìy daptndtnt on tht 
productíon and export of oil for the qeneration both of domestic employment 
and income and of the foreign exchange needed ta buy imported goods. The 
industry was devastated during the conflict. 
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83. In the "upstream" (oil production) part of the industry, the damage and 
destruction inflicted covered every aspect of permanent oil/gas high-volume 
and high-prcssure production operations in each of the three operatinq damaged 
sectots (South fields, north fields and offshore operations). Kharg Island 
(part of the South fields operation) jrarrants special mention because of its 
urliq*!e role in the exporting of Iranian crude oil and the devastation it 
incurred throughout most of the war by almost daily attacks. Before the war, 
Kharg was capable of off-loading 14 million barrels per day (b.p.d.), at its 

14 berthing facilities, consisting of 10 berths at its T-jetty and four at Sea 
Isl.jnd; its off-loading capability is now about 2 million b.p.d. The island 
had a pre-war crude oil storage capacity of 22 million barrels in 39 tanks; 
its storage capacity iS currently 10 million barrels because 21 tanks were 
completely destroyed by fires occasioned by the attacks. 

84. Table 3 below summarizes the information provided by the authorities on 
reconstr*lctioa costs for the three production areas in the country. It is 
based on expenditure incurred during the war plus those incurred since the 
cease-fire, and those expected to !-e incurred in the future. The authorities 

estimate that the total cost of "upstream" reconstruction, both past and for 
the future, amounts to Rls 795,5OC! million and $18,999 million. 

Table 3. Reconstruction costs by production area 

(In miilions) 

85. The "downstream" (refiníng and putrochemícals) opetatíons were also 
severely affected by the conflict. The outbreak of war in 1980 wítaessed 
attac*s on aii seven refíneriaS tiiG.4 &¿ivy U&iage a.;;Y ths *,-i^,ó;ptc:eC 
disruptíon of petroleum product supply, particularly at the Abadan rsfínery. 
Reconstruction and repairs, together víth debottlenecking projects at the 
Tehraa and Esfahan refineríes, have brought most refíneries back to or above 
pte-war production levels. Howcver, Abadan is still operating at a little 
over one third of its original capacity owing ta the shortage of crude, 
althougn it is capable of operating at one half of its origical capacity. 

/ . . . 
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86. The location of the petrochemical industry, along the northern shore of 
the Qersian Gulf meant that the facilities carne within easy range of aerial 
attack during the war. The huge joint venture plant at Eandar Khomeyni was 
more than 60 per cent completed when the war began. Its products were for the 
most part to be exported and were expected to provide majot revenue for the 
country. However, as a consequence of the war, the entire project has had to 
be suspended on account of the dasnage sustained, and the high cost of 
reconstruction and risk involved during the war. The damage to the entire 
sector vas such that, for severa1 years during the middle part of the war, 
production in al1 chemical plsnts was virtually halted. Tbis led to a 
production loss of the order of 30 million metric tons of total petrochemical 
products over the eight-year period. Al1 the plants, with the exception of 
the joint venture facility, are once again operating near their pre-wzr 
capacity levels. However, much of the reconstruction is of a temporary nature 
and no major funding has as ye t been earmarked for permanent repair of the 
extensive patchwork. 

87. Thc table below summatizes the information provided by the authorities on 
reconstructicn costs for the seven refineries atd seven petrochemical plants 
in the country, based on expenses incurred during the war plus those incurred 
since the cease-fire, and those expected to be incurred in the future. The 
total cost of "downstream" reconstruction, both past and in the future, by the 
Government's estimate, ir; thus Rls 218,7'7 million and $4,098 million. 

Table 4. Reconstruction costs incurred on refinecies and 
petrochemical plants 

(In millions) : 

TO DATE TOT AL 

Patro- 48 850 915 108 556 2 033 157 406 2 948 
chemical 1 

TOTAL 67 884 1 272 150 854 2 826 1 218 738 4 098 

-: Based on documentation obtained at NIOC. 

86. fn briaf, the Govermnent astimates that it has already expended the 
equivalent of $2,700 million on rcconstruction of the oil industry, and 
cnpects to spend a further sum equivalent to $24,000 million to complete the 
task. . 

/ . . . 
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Tabie 5. Reconstruction costs to oil industry 

(In millions) 

Rls 879,354 million @ Rls 3CO/S - $ 2,931 rnillion. 

ScJ!A%C@ : Based on documentation obtained at NXOC. 

09. The estimate for the oil sector presented to the mission by the 
Vice-President for Reconstruction is as presented in the table below. As can 
be seen, they are different from those presented to the mission by ~1lclc‘. 

Table 5. Estimate of reconstruction costs in the oil sector 

(In millions of rials) 

Sourca: Vice-Presiåent for Roconstruction, November 1991. 

tiS¿!X: The data on reconstruction obtained from NIOC covers only part of 
the reconstruction programme for the industry. The information provided in 
the above table is in respect of the industry as a whole. 

.‘. . . 



SI23322 
English 
Page 34 

90. An impressive amount of reconstruction was carried out in the land and 
air transportation sub-sector, both during and after the war. It was 
essential for the war effort to keep transport corridors open in the border 
provinces; therefore reconstruction of airports, roads and railways was 
carried out during the war and, where subsequent damage occurred, repeated 
severa1 times. These multiple repairs are not visible now, but they are 
reflected in the estimate of the direct 106s. The team's inspection confirmed 
that in most cases the ruins of buildings and pattern of reconstruction, as 
well as debris and destroyed equipment, were consistent with the damage 
reports and photographs. 

91. Tha total direct loss in the transportation sIAb-sector was estimated by 
the Government at Rls 1,085,600 million. The loss sustained by this 
sub-sector, compared with other sectors, does not appear to be high, but this 
is only the quantifiable part of the loss. The war caused a considerable 
delay in the development of the road and railway network, as well as of port 
c?qmcities, and this in turn caused serious bottlenecks in the development of 
other sectors. Thís part of the loss is not visible in the ttansportation 
sub-sector itself. The Govetnment has estimated the costs of ceconstruction 
to date in the transport sector at the equivalent of $1,148 millior., and 
expects the completion of reconstruction already planned to cost the 
equivalent of a further $2,902 million. 

92. The missisn has made attempts to verify all,severe damage and to assess 
the extent oE t:le :osses suffered by both land afid air transportation, as 
reportsd by the franian authotitíes. The monetary value.of damage caused to 
buildings and installations ia the laad and air transportation sub-sector 
appeatr to be aypropriate except for toada where, ia the mission's view, 
damage to the road nctwork va6 underestimated. However, the misrioa was not 
ahle to vetify the extent of damage caueed to railway rolliag stock, aircraft, 
road vehicles and e-qtripment for railway and road construction and maintenance, 
as these had airead? besn cleared from road sitas and depote. 

93. Most damage to roads vas not causad by direct bombardment, but by 
overloaded vehicles and/or because of lack of appropriate maintenance during 

._. -.: :.. ‘. : ot fmediately after the waf. Because of the priorities given to the bcrder 
arfas, only relatively small tepsirs and improvements to the country’s road 
nctwork could be undertaken duriog the war period. with the result that the 
overa11 quality of the toad system deteriorated. 

94. The reconstruction of land and air transport physical infrastructure was 
planned snd dcsigned by Iranian engineers and executed by Iranian skilled 
manpower throuqh (mostly privattly owned) Itanian companies. The mission 
obsetved that the reconstruction work performed meets standard quality 
requirenents even in complicated undertakings, such as bridge construction, or 
ín uork with high quality réquiroments, such as runway construction. Based on 

/ . . . 
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the quality of work obsecved, the team felt that t.he Islamic Republic of Iran 
has adequate and appropriate expertise and manpower for reconstruction work in 
this sector. However, a considerable amount of foreign c*lrrency is needed for 
the import of equipment and spare parts not manufactured in the country. 
Reconstruction of railWay installations alS requires a foreign currency 
component for materials and parts not locally mxlufactured. 

95. The darnage to machinery and equipment in the land and air transport 
sub-sector (aircraft, railway rolling stock, road vehicles, equipment for 
railway and road maintenance, as well as other land and air transportation 
machinery and equipment) vas considerably hlgiler than the reported damage to 
structures and installations. However, becauso of the restrictions imposed on 
the country during the war, replacement or repair was, in most cases, of lower 
quality and considerably more expensive than it normally should have been. 
Moreover, with few exceptions (railway Ereight waqons and passenger coaches), 
these items will need to be imported, thereby causing a heavy foreign currency 
drain on the economy. 

96. A high priority in reconstruction has been gi*Jen to the reuuilding of the 
Khorramshahr-Ahwaz rajlway line, the Abadan and Ahwaz airports, and major 
bridges in the border provinces. The construction of additional railway 
capacity to the port of Bandar Rhomeyni and new railway capacity to the port 
of Bandar Ahbas, as a consequence of the shifting of port capacities from 
Khorramshahr, will alleviate the land transportation problems and eliminate 
some of the bottlenecks. The railway network also needs upgrading and 
modernization as well as rencvation and additions to the rolling stock. The 
tearn observed that railways are not carryinq a sufficient share of freight 
although they do have the capacity to do so. 

97. All modos of land transport suffered from lack of maintenancs and renewal 
iavestments during the war and it is critica1 that such deficiencies be 
corrected through modernisation. In order to upgrade the land transportation 
infrartructure and to apply a higher leve1 of techaology, foreign iaputs, 
mainly foreign sxchange, would be aeeded. 

98. The Iranian authotities recognize that it is important lo reconstruct and 
dsvelop the air transportation sub-sector, because there are no viable 
altetnatives to air ttavel over long diatances. Howeve r , air transportatíon 
facilitits have not so far been reconstructed, moderniznd or developed to an 
appropriate level. To facilitate this modernization, substantial foreign 
fnputs will be oeeded. 

99. Ports and shipping uete major targets during the war years: they are now 
key factors for the country’s recovery and expansion. The franian authorfties 
have devoted much effort and expense to emergency repairs, which frequently 
had to be repeated. followed by restoration rnd by replacement construction or 
acquisitions. The work uhich ís stifl to be carried out vil1 take a 
considerable period of time to complete. 

/ . . . 
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100. According to information presented to the mission, the repairs to or 
replacement of shipping tonnage is well. under way. The losses of dry cargo 
tonnage (17 total losses and 18 vessels damaqed) amounteri to $201 million. 
The teconstitution of oil cargo tonnaqe has been completed, at a cost of 
$498 million. 

101. The reconstruction of oil ports has involved substantial repair 
expenses. Major restoration work under way includes a $225 million project 
fvr Kharg Island. Reconstruction of commercial ports during the 
post-cease-Eire years has focused on the reconstruction of Khorramshahr and 
repairs at Bandar Khomeyni, as well as on landside debris clearance at Abadan 
and Khorramshahr. A further $57 million has been expended on the dredqing of 
the Bahmanshir. 

ll.r2. Construction at the major port of Bandar Abbas was continued durinq the 
war years, with the result that the overa11 capacity of Xranian ports is 
almost at a leve1 with the needs of the present-day economy. However, 
reconstruction of the ports of Abadan and Khorramshahr, which is planned in 
the inunediate phase to cost the equivalent of 62,468 million, is urqently 
needed in order tc promote a good geographical balance in port location: to 
ensure a smooth flow of traEEic during peak periods; and to meet the needs of 
future economic expansion, especially in Khuzestan. In addition, the 
Government estimates that a further $300 million vil1 be requited to complete 
the dredginq of the Bahmanshir. 

103. The reopening of the 8hatt al-Arab is an imperative priority for any 
undertaking to reconstruct the ports of Abadan and Khorramshahr. The river 
se-ves the Iraaian ports of Abadan and Khorramshahr, as well as the Iraqi port 
of Basra. It was reported that duting the war, Zinumerable unexploded shells 
and bombs landed on the river bed; many vessels mere hit and sunk; and a huge 
amouot of silt has sccwnulated in a channel which used to be dredged 
regularly. Map 2 iadicates approximate áreas where wrecked ships and barger 
are visible from the franfaa rhorelfne. According to the Coverxmeat’s 
preliminary estimate, Uredging of the waterway would cost $1,800 miílion, 

104. In the course íf its discussions, the tem understood tnat once política1 
agreenent was reached for the reopening of the waterway international help 
would be necsssary in order: 

.,.’ .: ta) To alleviate the very heavy financia1 butden of reconstruction: 

(b) To provide, from forcign sources, much-needed specialfted machinery, 
equipment and personnel, hitherto inaccessible to the TRIGLC E?e~~~~iz o: *--- L‘Q.. 
boCãi;<Sr? of export restrictions; 

(CI To provide for the clearance of wrncks and unexploded ordnance from 
the vaterway , requiring the latest technology: 

(d) To provide the clearance of a number of dangerous wrecks in the 
Persian Gulf, wt!ch require special heavy equipment. 
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105. Such assistance from the international community would be necessary, 
despite the proven competence and expertise of the Iranian authorities and 
personnel, if al1 the required reconstruction work is to be accomplished 
within a reasonable period ot time. 

106. This economic sector comprises the iron, steel and aluminium industries, 
including their downstream facilities for metal transformation, and the 
Islamic Republic of fran's heavy manufactuïing industry. A great number of 
these industrial plants are located in the South of the country relatively 
close to major Persian Gulf ports and i;nportant raw material sources. During 
the conflict many factories were destsoyed either through enomy o.cc,upation or 
by frequent. air raids and ar'¿illery attacks. 

107. According to government estimates, direct damage sustained by the heavy 
industry sector amounts t.o approximately Rls 1,102,029 million. Although the 
mission was not in a position to verify this overa11 figure, it carried out 
on-site inspections to 12 majar industrial plants which indicated that the 
damage estimate in the case of the plants visited appeared to be reasonably 
accurate. 

108. Reconstruction expenditure incurred by the Ministry of Hcavy Industry has 
amounted to approximately 81,952 million since the outbreak of the 
hostilities. In certain instances, some plants vete destroyed severa1 times 
over during the conflict. After each attack, repairs were cartied out 
immediately so that the plaots beceme operational again in the short term. 

109. Basecl on ínspection Vieits to a representative sample of plants ín the 
heayr industry gector, it is tho mis6ion's imprarsion that major sectoral 
con6trafnt6 include, J&8r a;Urr, lack of fiaanco for investment, tschnological 

9aw ' shortage of adeguate high-leve1 manpower, and, fn carfafn cases, a lack 
of sufficiently incxpensive domestic raw materials. Although investment 
prospects haV8 improved following a decisioo by Governmcnt to encourage 
foreign participation fa joint ventures, matters such as obsolete technclogy 
and manpower shortages wJ11 need ta be addresrrsd in a mor8 COmprehen6iVe 
manaer in the long term. 

110. Technical staff wiíl n8ed to be exposcd to new technologies in othor 
countties by mean6 of Ctudy tours and short-term assigameats abroad. 
Morbover, priority wilí contiaue to be assigned to the strengthening of 
national technical institutions and establishment of additional vocational and 
managemtnt institutions. 

111. The teem belie~~s that for the betttr and more efficient uoe of domcstic 
rau materials, the Government - together with the private 6ector - might wish 
to revive the important bauxite, alunite and nephelfne mines with necessary 
investments, in arder to be able ta cut back on expensive imports. 

/ . . . 



SI23322 
English 
Page 38 

1 12. Since the end of the conflict, the metal-producing Lndustry has been 
undergoing a significant transformation which Lr.ci:ldes a shift. away frorn 
government ownership. Government is encouraging f tl.1 private-sector 
participatton both domestically and from abroad. One of the largest 
privatization efforts being undertaken at prerent concerns the Aralñ aïminim 
plant, where two thirds of the needed investnent is expected to be mar!o 
available by foceign companizs. 

113. The rehabilitation of heavy industry in the narrowest sense of its 
meaning can be considered to be comple?e. Alrost a:l steel and aluminiurn 
plan:s damaqed dur'ng the conflict are nor prod,lcing mor J Clan in 19RG. In 
certain instances. <AS for exarrple in the case OL the Arak aluminum production 
plant, the pre-war capacity, which a..ounted to 45,000 tons per ycar, was 
surpassed in 1988 as annual production reached more thar: 75,000 tons. The 
future reconstruction prograrnme foresees a further increase in output leveis 
to 120,000 tons per year to satisfy domestic demand jn keeping with the 
overa11 economic expansion. 

114. For the future, the Government has prepared an ambiticus programme ti, 
modernize its metalll;rgical industry. This vil1 demand a new genecatinn of 
engineers, highly skilled specialists, ,nonagers and adrniniscrators. It is 
important that the international community be prepared to cooperate in 
providing technical assistance in the form of highly specialized, short-term 
advisory services and assist Iranian authorities in advising on research and 
development programmes, as well as in the identification of equipment and 
technology. 

. 
2. Light indusELg 

115. The light industry sector which comes under the responsíbility of t-he 
Ministry of Industry covers a vide variety of industrial sub-sectors and 
includes, fnttr, food, leather, textiíe, paper, chemical, electronfcs, 
printing and servico industrits. Togtther, these emall-, medium- aad large- 
scaíe industriec account for almoet 80 per ceat of Irania6 industry. 

116. Th@ mission observed through selected on-site visits that the industrial 
sector had subtained considerable demage. Damage was severest in the fivr 
western provinces whete extensivo grouad fightiog took place. The majority of 
industries destroyed are at present little more than piles of debri.s and 
corroded steel. Outside the immediate battle zone, destruction to industrial 
units was ia general less severe, although some installations sustained heavy 
losses owing to aerial bombardment. 

117: Thn ms-n:-- -_ ...-YYIY.. ;Iso tbsorv& iilái mosi of the plants are back to what at 
least superficially resembles normal operation. Physical traces of damage are 
visible everywhere, many factoties continue to suffer from a lack of spare 
parts. and maintenance facílíties and back-up services are fimited as a result 
of the makeshift reconstructíon and repair work. 

/ . . . 
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118. Responsibility for the reconstruction of small production units was 
generally exercised at the local level, with work on medium- and large-scale 
units beinq directed from Tehran. In respect of government fund allocation 
for reconstruction purposes, priority continues to be given to strategic 
products such as food and buildinq materials. At the ela::% level, the highest 
priority was given to the immedia:e rehabilitation of the most essential 
production equipment in order to retain a basic production process. The 
functioning of auxiliary facilities such as maintenance and repair workshops, 
stand-by generators, safety equipment and administrative buildings which would 
secu:e r?epenlfable industrial output has yet to be addressed. 

119. Abo'lt 80 per cent of the light industry sector is at present privately 
owned and, as a consequence of the Government's post-war privatization policy, 
the sharo of the .-: te sector is increasing rapid'.y. Private sector 
initiatia/e is alsu ,, -1ominating factor in the reconstruction process. Some 
larger factories managed to finance their reconstruction programmes from their 
own resources and without any government assistance. Most of the small- and 
mediUrn .;cale units in the war-affected provinces, however, take advantage of 
the financia1 incentivos offered by the Government. 

120. The mission observed that private entrepreneiirs are respnnding positively 
to the Government's cal1 for new industrial initiatives in the war-affected 
provinces, especially in the Abad&-Khorramshahr indusLrini parks, where 
pioneering industries such as processed meat, fish powder, plastic tubing and 
textiles are being successfully established. 

121. With the exception of the areas where ground fighting took place, most 
craftsmen have returned to their workshops and nearly al1 medium- and 
large-scale industries have reached pre-war output levels. No signif icant 
relocatior of any msdium- or large-sise industry has been reported and the 
reconstruction and rehabilitation procesa has not been impeded by any reported 
manpower shortages. At the management level, the lack of awareness of 
up-to-date technologies has had dome adverso effect, but abilities to 
improvise and the development of mechanical skills have reached impressive 
levels. 

122. Although rehabilitaiion and reconstruction have brought outputs to 
pte-war levels, the overa11 situation is far from satisfactory. Owing to fack 

of funds, eSpeCially the foreign currency components, reconstructioa of 
production lines has often stopped ôt the bate miaimum. As a result, severa1 
major plants are, for example, without stand-by generators, proper maintenance 
facilities or adequate spare part stores. In order to improvc this situation 
and to ensure that no serious work stoppages occur as a result of these 
shortfalls, it will be necessary to invest large SUJM of foreign exchange. 
According to government estimates nearly $3,900 million will be needed in 

-.-.-..--L foreign exchange for reconsttuction expenüiture ha by i%ü LYA L =.+c fi*.z -fe=r 
plan. 

123. In the view of the mission the international community could play a major 
role in providing financia1 and technical assistance in the completion of the 

/ . . . 
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reconstruction and cehabilitation prccess. For more than 10 years technology 
transfer was seriously interrupted. In many instances, industries focused on 
keeping a basic production process going rather than experimenting with 
technological innovations. United Nations agencies could be called upon to 
facilitate the contacts between Iranian industry and relevant technology 
holders abroad. 

. . E. -ture wrrrau 

124. The institutional framework relating to the agricultura1 sector 
comptises: (a) the Ministry of Agricultute, which is responsible for crep 
production, on-farm irrigation and other agricultura: activities: (b) the 
Ministry of Energy (mobilization and conveyance of irrigation water): and 
(c) the Ministry of Construction Jehad (forests, pastures and fisheries). 

125. The agricultura1 sector is reported by the c;overnment to have sustained 
direct losses equivalent to $7,523 million and to have been the object of 
reconstruction expenditure to date amounting to $674 million. "he Government 
estimates the cost in the current phase of the present five----:ar development 
plan for agricultura1 reconstruction to be $7,8Or/ millior- The faiming 
sub-sector accounts for 80 per cent of the estimated direct losses. 

126. The rehabilitation of agricultura1 land destroyed as a result of the war 
is accorded the highest priority through land levelling. restoration of the 
irrigation netuork and the provision of farm machinery and livestock to 
resettled f armers. Replanting of destroyecl date palms and orchards, 
reconstruction.of agro-industries, replantiag of forests and rehabilitation of 
pastures are given the next order of priority. 2 

127. In the three most affected provinces of Khuzestan, Ilam and Bakhtaran, 
reconstruction of the farming sub-sector involves laxad levelling am3 grading 
of about 251,000 ha of irrigated farmland and tough levelling of 53,730 ha of 
ruin-fea land. The irrigated areas would alro require the constructiva ot 
irrigation networks comprising 8,500 kilometres of distributary canals and 
6,000 kilometres of drainage chanaels. In addition, about 1,300 kilometres of 
traditional irrigatíon canals require reconstruction. Using íargs fletts of 
heavy sarth-moving equipment, about one half of the abvve tasks have alrsady 
been completecl. Subject to the availability of foreiga eschange resources for 
replacement of much of the outdated equipmeat and purchase of spare parts, the 
remaining work is echeduled fot completion beforc the expiry vf the recoad 
five-year plan period endiag ia 1999. 

128. Areas dependent oa lift irriqation would require reconstruction of 47 
larga aad 300 small pumping nt~bons, at -tlZ ts 252 &ap iube veiis ami aBout 
200 tuhe Wells of moderate depth. Apart from thc deep tube Wells, of which 
some 75 per cent have bsen recoastructed. very little progress has so far beso 
achieved ín recvnstructing ths rsmainíng unfts ouing to resvurce constraints. 

129. Damage to the water resources sub-sector under the Ministry of Enetgy 
would require reconstruction of 126 diversion weirs, 242 pump stations aad 
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tube Wells for lift itrigation, about 1,700 kilometres OE main canals and 
ancillary works such as access roa&, construction camps and hydro-met 
stations. Overa11 progress on reconstruction of the damaged works is 
estimated at about 20 per cent, with the remaining works scheduled for 
completion, subject to availability of resources, by the end of the second 
five-year plan period. 

130. About 18 per cent of farm machinery. such as 65 HP tractor units with 
implements, ior resettled farmers, has been supplied so far. Subject to 
resource availability, the supply of the remaining machinery is scheduled to 
be completed by the year 1999. 

131. More than 3 miilion date palms and 5,000 ha of orchards were destroyed 
during the conflict, of which about 15 to 20 per cent have so far been 
replanted. Reconstruction of damaged farm support buildings, comprising a 
total area of about 63,000 square metres, has been completed to <he extent of 
about 40 per cent. The remaininq work is scheduled for completi0n by the year 
1999. 

132. Sugar production at the two major agro-industries in the Ahwaz-Dezful 
region of Khuzestan is making rapid recovery. In Hnft Tappeh it has been 
restored to about 80 per cent of originaiiy installed capacity of 100,000 tons 
per year, while in the case of Karun, recovery has reached 20 per cent of its 
250,000 ton capacity. Interrupted plans for establishing seven more 

agr, p-industrial units in the area have been reactivated. 

133. Progress made towards the rehabilitation of some 130,000 ha of natural 
forests and 753,000 ha of pasture lands in the war Zane, together with repair 
of damage in the fisheries sub-sector, could not be ascertained owing to 
unavailability of data. 

134. The environmental impact of the conflict on the agricultura1 sector 
comprises (a) adversa effectb on soil fertility due to the removal of topsoil, 
compaction and flooding of agricultura1 land6; (b) waterlogging and cralinity 
arising from ingress of saliai water into agricultura1 fand, modificatfon in 

: . . river flow regines ard inttrruption in the installation of drainage networks; 
and (cI soil and water contamination, reported by the Government, from the 
toxic materials emanating from chemical and biological weapons. Comprehensive 

: ._ 6tUdie6 are required to as6e66 the nature and extent of environmeatal damage 
caured by the war and to deviae remedia1 measures. The mission noted that the 
physical constraint imposed by the presente of unidentified mine fields may 
delay the rehabilitation of somo 20 per cent of the affected agricultura1 land. 

135. The principal con6truints to completion of the reconstruction programme 
are (a) the paucity of foreign exchange resources to meet the CObt of 
importing equipment, spare parts and construction materials: and (b) the 
shortage of skilled manpower aad supporting faCilitieS. 

136. The expressed needs for externa1 assistance comprise maialy foreign 
exchange resources for the procurement of (a) hesvy earth-moving equipment 
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such as scrapers, bulldozets, gfaders, loaders etc. and their spare parta; 
(b) civil engineering constrllction eqluipment and construction materials such 
as wcll drilling, canal lining, pümping plant, steel and cement, etc.; and 
(c) farm machinery and implenents with a total capacity of about 250,oC)C~ Hp. 

137. The mission was impressed by progrcss alreedy achieved in the 
reconsttuction efrort and recommends thtit, un acldition to the expressed needs 
for externa1 assistance, technical assistance be provided ta assess the 
raported ecvironmental damage caused by waterloggiug of agriculturai lands and 
the resulting salinization of the soil. 

138. According to the Ministry of Enerqy, the major areas of loss in the 
electrical sector were (a) the war-zone border provinces of Khuzestan, Ilam, 
Bakhtaran and Rordestan, where widespread damage was done to the generation, 
transmission and distribution systems: and (b) the transmission network and 
principal generating stations in other paits of the country, which were 
targeted with a view to disrupting national power supplies. 

139. It was evident from the mission's visits to sites in Khuzestan that, 
although major efforts had been made to maintain power supplies to consumers, 
aided by the installation of temporary diesel generators, significant 
reconstruction work remains tc be done on the distributinn system 
(70 per cent, according to the local power authocity, over a period of two 
years) . A number of substations are operating without proper protection 
equipment. Two thirds of the reconstruction work has been carried out using 
materials diverted from development projects ín pther afeas, aad some 

10 per cent of the system has Leen reconstructed only in a temporaty maaaer. 
Materials and spare parts valued at some Rls 12,100 million nere also 
destroled in the conflict while awaiting distribution from Khorramohahr. 

140. In Siam, Bakhtaran aad Koroestan, severa1 smalí diesel generatiag units 
witR an overa11 cepacity of 138 MW were dertroyed tn frolated networkr. 
Rather thaa replace them, the local power authority iastalled systems 
connocting such areas to the major interconnected transmissioa netwotk. 
Substantial damage was also done ta the distribution system: 70 per ceat of 
the reconstruction work remains to be done, over a period of two years. In 

.: .: .i . . . the case of West Azerbayjan, which suffered a lesser degrea of damage, 
80 per csnt of reconstructioa work has yet to be completed. 

141. Most majar substations of the transmission system were damaged duriag the 
war, causing disruptions of the pouer supply to majar citfes: 50 pur cent of 
*k- asmabAA ñ=S iéPOiiC<; Uttring ihe waf, ___- LIL"'ay" buc YO per ccnt of the repaired 
faciíities was further damaged in subsequent attacks. Approsrimatsly 
50 per cent of the physicaí. reconstruction work is nou complete: the 
remainiag wotk should, in principie, take two years to complete but wiìl 
probably taku lonqer owing tc financia1 constraints. 

/ .*. 
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142. According to the national authorities, six thormal power stations and two 
hydroelectric stations suffered damagn during the war: al1 were restored to 
service, but in many cases temporary repairs resulted in unreliable 
operation. The major interconnscted system currently has an installed 
generating capacity of 11,017 megawatts, having doubled - in response to 
increased demand - between í980 and 1988. Whereas in 1980 only 7,800 villages 
rere supplied with electric power, that figure rcse to 24,000 by 1990, meaning 
that over 65 per cent of the rura: population received supplies. 

143. As for nuclear ynergy, Yhe mission was informed that two 1,200-megawatt 
units had been under construction (ene 85 per cent complete, ths other 
60 per cent) at the start of the conflict. Both were severely damaged. 
Nei!-her the nuclear reactor nor nuclear fuel had been delivered. 

144. During the war, the Government's policy was to concentrate on the rapid 
restoration of damaged fncilities, achieved exclusively through the use of 
locally available materials. With the rnd of the conflict, it has formulated 
the following inmediate objectives: ia) to restore the production capacity of 
damaged power stations: (b) to ensure that damaged major transmission systems 
could meet power requirements throughout the country; and (c) to resto-e the 
local supply networks in the war-affected provinces to ful1 capacity. 1ts 
long-term objectives are (a) to complete the permanent reconstruction of 
damaged facilities; (b) to implement pre-war development plans for production, 
transmission and distribution; and (c) to replenish stocks of materials 
required to ensure the electrical system is not disrupted. The major 

conatraints encountered in meeting such objectives are the time delays 
involved in ordering equipment fro.n abroad, togethet with a shortage oí 
foreign exc.,ange with which to make the purchases. 

145. Although the situation has improved greõtly since the conclusion of the 
conflict, thtre are still frequsnt interruptions to the powe~! supply. XT! 
arder to overcome thess problems, the Ministry has reportedly awarded 
contracta to construct a further 9,000 megawatts of generating capacity aad to 
expand the associated transmission facilitiss. In a futther attsmpt to 
upgrade services, the Ministry has, in principie, agreed to privatize the 
operation of both regional electric companies and power-generating plants. 

146. The Ministry has indicated that international assistance will be 
required, particularly with regard to the purchase of up-to-date equipment, ín 
order to upgrade the electricil sys..em to a leve1 comparable with that which 
would have been achieved if the conflict hab not affected normal developnent. 
There is also a considerable need for assistance in areas relating to 
management, planning a~d powet systems design. ac Wall a6 tbe updating of 
tacha logy. including darn construction and modern control systems. 

, . . . G. s 

lt?. Estimates of physical damage to the telecommunications sector 6UStained 
during the conflict indicate that 172 buildings, 9,000 kilometres of 

/ . . 
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underground cable and more than 50,000 telephone lincs were at least partially 
destroyed. The value of the damaged assets has been estimated by the 
Telecommunications Company of fran (TC11 at a minimum of Rls 115,000 million. 

148. The damage observed can be classified into two main categories: damage 
was total in areas which were occupied by eaemy forces, while somewhat lesser 
damage occurred in those areas outside the war theatre where air and ground 
artillery attacks tooS; place sporadically. Telecommunication towers are 
clearly highly -visible targt\ts and the exchange and microwave instailations 
could .therefore be easily identified. Targeted installations in the interior 
of the country, huwever, did not in general suffer serious damage. 

149. As regards reconstruction work, the mission believes that the bulk of the 
restoration of primary se rvices has been completed. A major installation at 
Khorramshahr, installations of underground cable networks, provision of 
additional telephone serdice in the border provinces and the completion oE 

some microwave works are the main items pending. 

150. The mission was also infotmed that the Ministry is currently implementing 
a five-year reconstruction-c-development pian, with a view to expanding and 
modernizing telecommunications systems, that goes beyond normal 
reconstruction. The plan, which focuses on the border provinces, incorporates 
both repair and reconstruction of damaged assets, as uell as the normal 
expansion which would have occurred during the period 1980-1988. A tota1 of 
Rls 139,000 miilion has been allocated to complete the plan objectives. The 
mission plan does oot separate reconstruction work from development 
objectives. The mission could not obtain such data. 

151. As for the damage to broadcasting installa#ioas, the mission was informed 
that the war hnd resulted in the destruction of many hiqh-power mcdium-vave 
transmitters, FM radio transmitters, buildings and'telsvision studioa. Their 
replacement would cost aa estimated R1s 19,000 million. 

152. l'he mission noted that in the recoastruction process the general ttend irr 
to rtplact broadcaeting equipment with more powtrful and ttchaologica~ly 
advanced components. Moreover, in ordtr to reduce tht risk of futuro dtmacp, 
new staticns are beinq houstd in thick concrete shelters. This has increastd 
reconstruction costs. 

153. The mission is impresstd with the quality of tht reconstruction work la 
tht tel.ecommunications aad broadcasting sector. The technical Icvel of 
íranian personnel daos not cal1 for any outside assistaace, with tht exception 
of work rtlating to the installation and commissioniag of transmitters and 
antennas. Up to now. the Ialrmic hpa?$l'" cf Ir== =---a---L'-- ~~uyy~u~c~~~~ tYIp3iOtfü~i 

(IRIB) has txtcuted al1 thtst tasks with its own pctrsonntl. Howtver, owing to 
the increased number of projects to be implemented aad tht lack of adequately 
trained tngineers, stvere dffficulties are now bsing encountered in 
commissioning some transmitter stations. IRfB in some cases has to cal1 on 
the servicss of the equipment supplier which, in general, incrtases tht costs 
and causes dslays. 

/ l .  .  
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H. Education 

154. In the five war-affected provinces, 9,300 of the pre-war total of 44,300 
classrooms in 2,637 schools were reported as having been damaged or destroyed 
durinq the conflict. In addition, 362 schools in other provinces were 
affected by missile attacks. About 450,000 of the five provinces' 
1.25 million pupils and students were forced to flee to other regions, 
necessitating the introduction of a double-shift system at those regions' 
schools. Migration of teachers away from the war-affected provinccs also 
continues to pose serious problems. 

155. The Government accords high priority to the reconstruction of primary 
schools and to the provision of teachers in the war-affected provinces. The 
authorities provide incentives to encourage staff to return to hardship areas 
where amenities are few and locations remote. It was stated that there was a 
sufficient number of teachers to staff the schools that had been reconstructed. 

156. Over the past three years, more than 50 per cent (1,422) of the damaged 
schools have been brought back intc, ser'lice. .Reconstruction work has been 
completed on 12 technical and vocational training centres, at a cost of 
Rls 21,000 million. Work on a further 370 schools is due to be completed 
within the current budget period. Approximately 20 per cent of the total 
reconstruction effort has been undertaken by various foundations and trusts 
working in parallel with the Government, while much of the expenditure 
(Rls 103,553 million to date, with remaining requirements estimated at 
Rls 146,400 million) has baen covered by voluntary assistance. 

157. In the devastated rural areas, school reopenings will have to be delayed 
until a viable community is re-established. For this reason it is unlikely 
that later phases of the school restoration prograxnme will proceed at the same 
pace as has been maintained to date. Thus, only 60 to 70 per csnt of 
remaining reconstruction work is likely to be completed by the ead of the 
first five-yeer plan period. 

158. The major constraint affecting rcstoration of aducational servíces is a 
shortage of building materials. In devastated ôreas, thìs situation is 
compounded by the need to raplace basic services and fnfrastructure, including 
adequate housing. According to the authoritits, the problem in the devastated 
afeas is not one of an insufficiebt Aumber of teachers but of the trem%Adous 
nesd for utban and rural reconstruction. 

159. At the national leveí, thete is a shortage of teachers; 00,000 new 
primary school teachers are required each year, while only 25,000 graduate 
+nnrrrrlly frnm tsnchnr -traininq centres: the sbortage of secondary tcachers ir 
put at 116,000. With a view to easing the pressure on the Covernment’s 
progranae, the privace sector has been allowed to set up non-profit-making 
educational tStabliShmtAtS at al1 levels. 

160. With regard to internatiooal assistance, the Ministry of Education has 
erpressed interest in expert support for "school mapping" activities. The 
mission also feels, given the Goverrunent's stated policy of reviewing and 

/ . . . 
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modifying the education and training system in accocdance with the country's 
needs and development programme, that expertise in the form of comprehensive 
human resources analysis might be helpful. Furthermore, it envisages problems 
in the form of teacher shortages, particularly in rural schools as the 
resettlement programme gets under way. 

161. While current standards of school construction are high, there is no 
doubt that schools which function equally well could be bui!.t at lower costs, 
for example, by simplifying sttuctures and/or reducing or entirely omitting 
interna1 circulation spaces. Area unit costs over the entire range of school 
typcs are said to be between Rls 200,000 and 300,000 per square metre (at 1990 
pcices). The current shortfall in teaching space is now of the order of 
160,000 classrooms. 

162. The rnission was unable to obtain details of the situation regarding 
institutes of higher education. 

1. QJ,&,Arai heritas 

163. Listed archaeological sites, mon*aments and mur.eums of outstanding 
significance suffered severe and, in ;ome cases, irreparable damage. Field 
qvisits, although necessarily subje,t tn time constraints, permitted an 
inspection of damage to the well-known national museums, to the principal 
cultural heritage institutions and to the principal historie cities, monuments 
and sites affected by the war. 

164. Significant damage was done to the excavated monwnents at Shuch, as ve11 
as to the archaeological research centre snd exhibits stored within it. One 
wing of the Shrine of Daniel was partially destroyed, while the mirror 
decoration of the u collapssd. At Chaqa Zanbil, a section of the outer 
casing of the first and second stages of the ziggutat collapsed, while the 
Haft Tappeh eite was disturbed by trench-digging and the erection of defensive 
militaty obstacles. Inditect dcsnage in the Shuah atea included the illicit 
removal of objecte from unpcotected sites and a failure to maintain 
conservation ptogranunes. 

:... 

165. In Esfahan, 3.0 majar masques. 5 religious schools, 3 main bazaars and 
more than 40 listed histotic houses suffered damage, while over 1,000 oid 
houses were tot?.lly dcsttoyed. The South-eastern prayer hall of the 'Atig 
Congreqational Mosque was hit by rockets in 1984, but restoration is now 
complete. Vatious restoration and rebuildinq work was cartied out on rhe 
damaqed Agha Nur Masque and its adjacent bazaar, the Masjid Sayyid and the 
Rammam-~-btt~i~. _ _. _ Altf;v~qZ íi; Gi;scC ~%~ii&ü web ififiicteã on monuments around 
Maidan-e-Imam, shock waves from a missile explosion vete thought to be 
responsible for the lifting of faience tiles around the crown of the Imam 
Mosque's dome. Ongoinq conservation work 06 other monuments was halted to 
makc wsy for restoration activities. 
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lbti. Appcoximately 15.000 houses asd public buildings are said to have been 
destroyed in Dezful, involving irreparable damage to the urban fabric of the 
historie cicy centre. Many historie houses and public buildings were also 
destroyed oc damaged in the old town of Shushtar. 

167. Of Lran's 40 museums, 5 in Tehran, 3 in Khuzestan and 1 in Lorestan were 
al1 damaged to varying degrees, that OE Abadan being destroyed completeiy. At 
museums in Tehran, the National, Golestan Palace, National Arts and Glass and 
Ceramics, nearby explosions caused damage both to exhibits and to the 
strlicture of the buildings. In Khuzestan, repairs to the Shush museum 
building had been completed. while res¿oration of damage to the collections 

. . was stl:? in progress. Despite solne repairs to the Haft Tappeh museum, the 
damaqsd ïentilation system and some showcases need replacement. 

158. The Iranian authorities have declared their priorities for the 
reconstruction and restoraLion of war-damaged cultural heritage to be as 
follows: comprehensive rovision of plans and ohjectives; establishment 0f an 
adapted organiza -ion; provision of adequate legal and financia1 means: 
rehabilitation of manpower; rehabilitation and modernization cf facilities and 
equipmont; and the teconstruction, restoration and rehabilitation of damaged 
monument;, sites, museums and collections. The Cultural Heritage Organization 
estimatos that appr-oximately one tenth 0f restotation work has so far been 
completed. In monetary terms, that organization estimates that a total of 
Rls 37,300 million, will be reguired for restoration work. To date 
approximately Rls 23,000 million have been spent. That figure does not 
include overheads or private sector 10sses. It also excludes the contribution 
of voluntary groups said to have been organized throughout the country to 
ensure the protection of heritage sites. 

169. With respect Lo externa1 assistance, the need was enpressed for 
training - both abroad and on-site - of an entire new generation in thc 
conser-Jation, restoration aad documentation of cultural property, aa well as 
in the various branches of museology. New technology ir required, including, 
in particular, photogrammetric plotting equjpment. Software is oeeded for the 
inventory of historie monuments, as ve11 as sultural and intellectual 

. . . ,.: -: ; 
exchanges 4th overseas institutions and acceso to specialist publications and 
seviews. 

170. In terms of technical assistance, international advice is sought on 
methods for the conservation of .stone, baked brick and adobe structures. 
Assistance is also needed for a study of the ancient water milis and 
irtigation system at Shushtar. A draft United Nations Dtvelopment Progtann\e 
yiüjixt VG na’y1.a w-ab-- *or--trwr-r- fcr Tra3.ininq of P*+rcymal and Restoration of Historie 
Monwnents" should be amended tu concentrate on the strengthening of the 
National Research taboratoty in Tehran. Extrabudgetary funding is reguired to 
restore a group uf historie houses in Esfahan with a view to erpanding the 
facilities of the eristing School of Restoration. 

/... 
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171. Despite the commitment of considerable human resources to cestoration 
efforts, and the zeal and competence of traditional craftsmen workinq under 
the supervision of talented experts, it is the mission's view that it will 
take many years to complete the necessary work. 

J. Health 

172. Durinq the conflict, a total of 102 "health houses", 84 rural health 
centres, 80 urban health centres and 12 provincial and/or district health 
centres were destroyed. In addition, S quarantine and tuberculosis control 
centres and hospitals containing 2,076 beds sustained severe damaqe which will 
require complete rebuilding. The destruction included medical equipment, 
supplies, medicines and vehicles. 

173. The total cost of infrastructure reconstruction during the period 
1983-1990 amounted to Rls 50,848 million for the Ministry of Health and 
Rls 12,000 million for other qovernmental bodies and institutions. 
Infrastructure reconstruction costs for the health sector 1991-1993 are 
estimated at Rls 295,454 million. War damaqe to health facilities in the 
non-qovernment secior was estimated at some Rls 156,943 million, with 
reconstruction costs expected to exceed the estimated cost of the damage. 

174. Health and medical education facilities, vhich also fa11 undet the 
responsibility of the Ministry of Health, mere severely darnaged. They include 
3 medical universities, 37 teaching hospitals and 17 educational/teseatch 
centres in the 5 war-affected proviaces. Reconstruction work on 10 hospitals 
and 10 training centres was completed by the enQ of 1990. 

. 

175. Gíven its addítional responsibility for water supply and sanitatioa 
facilities in all villages housing over 150 fsmilies, the Mfnistry fncurrsd 
costs of soma 5,tQO miílion risls in rerpect of damags to sucb facilities. 
The actual. cost of reconrtruction wotk so far completed was etated to be 
Rls 7,346 milkion. 

176. The mission was informed of a latest survey which showed that 593,000 
civilians rere physically and/or mantally disabled as a result of the war. 
This is well over the provisional estimates mettioned in the missioa's first 
report. Despite the Government's efforts to reduce the impsct of 6uCh 
disabflities, ft will be impossible to cover thsit needs aad to meet 
established health targets in the war-affected ptovinces without interastioaal 
assistaace to help support the launching of an sccelerated reconstruction and 
rr>h*hsi 1 i c,c 4 nm *.#8”---- _-----.we---w.. t’w).U.....M. ?kó -------- =í*1. i~üüií tu iaia inio account y . wj. cy1"‘Na 
environmeatal problems which have proliferated as a result of the iaterruption 
of health serviccs during the conflict: the destruction of water and 
saaitation systems; chemical contamination of the soil; aad the threat posad 
by an alarming increase in health-threatening pests and insects. The 
incidence of acute respiratory diseases aad diarrhoea has risen sharply, 
resulting in an increass in morbidity and mortality rates. 
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177. The Covernment is determined to ensure the earliest possible 
rehabilitation of interrupted health servit ‘F and to encourage the return of 
physicians and other health workers to the bvrder provinces. As a matter of 
urgency, it hopes for international assistance in securing the following 
items: 2,000 field vehicles; 1,000 ambuiances; 300 prefabricated health 
houses: 300 prefabricated health centres; and 5 prefabricated 500-bed public 
hospitals. The establishment of a local facility to produce prefabricated 
units would be of immense value. The Government also requires up-to-date 
materials and tec.hnical support for environmental mor.ltoring, as well as 
support in research concerninq the conflict's effects OR health and the 
envircnment. 

178. In the medium term, the Health Ministry wishes to obtain access to .modern 
technolugy in the form of information, modern teaching equipment and 
laboratory reagents and equipment, as well as training facilities fc the 
disabled and additional means of transport. The transfer of technology should 
enable the Ministry to reach its long-term objective oi self-sufficiency in 
the production of equipment, reagents and medicines. Meanwhi le, the Iranian 
authorities need links with international institutions uffering expertise in 
disaster management and subsequent reconstruction. 

VI. MAIN FINDINGS AND CONCLUSIONS 

179. Reconstruction needs for the Islamic Republic of Iran following an 
eiqht-year period of hostilities can only be described as substantial when ene 
takes into account the considerable physical damage experienced by the 
productive sectorti, the displacement of large numbers of people, tke 
sfgnificant human losses suffered through death and permaacnt disability, acd 
the economic and oocial consequences brought abovt by tha diversion of 
developneat to satisfy security and militar1 needs. 

180, In tht three years that have elapee aince the ceare-fire agteement, the 
Iranian authotities have made impottaat progrese in Qefiaiag reconstruction 
priorities, in mobilizing consensus and widespraad public support as to 
objectives, and in restoring the flow of ptoductive activities essential to 
resume an economic growth path. Although much of the physical material damage 
inflicted by the hoseilities on tht productive sectors has becn repaired, ít 
will require many years fo overcome the syctemic damage to the eavironment, to 
the fnfrastzucture, and to social inrtitutions snd services in tht affected 
provfaces. 

.*. AO1. 11 cI--- ,A,.i A i;lLCI-.&aíL*, LT.*c%F rf -------- **-A-e t>*e fiy+-y*gr pb%fi ic nnw hrina &..w)--rr -ea..*- -_ 
undertaken. Although the ful1 rcsults of that review are not yet availáble, 
the authorities have expressed general satisfaction with the pace of 
implcmentation, particularly as it relates to the achievement of key targets. 
The growth whfch has taken place ia recept years has been based primarily ox 
the mobilization of domestic resources. Hacroeconomic policy reforms have 
enabled the financiai system to capture domestic savinqs and have encouraged 
expansion of productive activities by the private sector. At the same time, 

/ . . . 
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improvzd fiscal performance by the Covernment has permitted increased 
allocation of funds for fixcd capital formation while reducing the budget 
deficit. 

182. There is consensus within the Government that, at the present time, ther 
are three main barriers to further successful implementation of the plan and 
to the bchievement of its principal objectives. These are: (a) shortage of 
foreign exchange; (b) shortage of skilled professional and technical cadres: 
and (c) transportation bottlenecks. In addition, the sector reviews 
undertaken by the mission indicate the need for substantial upgrading of 
existing technology and the transfer o& new technology. 

183. The five-year plan anticipates the acquisition of about $27,060 million 
from foreign sout-ces to implement specific new projects, which would be in 
addition to the investments currently beinn llndertaken within the framework of 
the curtent development plan. It should ~t? noted that the latter represent 
largely piojects which in the 1980s were in various stages of design or 
implemectation but which had to be postponed because uf the war. About 
$10,000 million of the new funds would be acq: 'red through buy-back 
arrangements primarily for resource-based activities designed to absorb new 
technology and to gain access to new export markets. The balance would be fo: 
projects in industry, agriculture, oil and petrochemicals. These activities 
would be import-saving oc export-earning to minimite the problenls of debt 
servicing. As noted above, the Government is also actively promoting foreign 
investment, particularly in the context of joint ventuces. 

184. Although it was possible to make only a br Lef survey uf the progress in 
implcmenting these proposals, the mission vas Lnfoimcd that the pace of 
completion of the necessary arrangements has been slower than anticipated but 
that this was expected to improve rapidly. A number of important projects are 
currently being actively negotiated, with prospects for early iavestments. 
One exemple cited was a major aluminium refinery to be financed in great part 
by Europeaa investors which would contaia an important export compone&. 

185. An extremely difficult pcoblem to deal with ia the short run is the 
shortage of skills. The Government is making an effort to attrtct back to the 
country trained personnel who had emigrated. The new investment projects 
involving foreign participatíon which are described in the previous paragraph 
aKe expected to involve transfer of skills through on-the-job traiaing of 
local personnel. Longer-term efforts to fill this gap are in train to 
re-establish vocational training institutíons, expand teacher t:aining and 
strengthen the university system. 

166. Related to the problem of skills is the question of upgrading technoíogy 
and, in general, taísíng the technological leve1 of the society. In the past, 
the Islamic Republic of fran had demonstrated an excellent capacity to keep 
abreast of modern technological developments, a capacity which stands it in 
good stead now as the -ountry seeks to rehabilitate íts economy. However, 
having been cut off for almost a decade from the rapid pace of technological 
change in a wide variety of fields, special efforts :rill be required to update 
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technologies and to incorporate the newly developed technologies to levels 
prevailing in modern societies if the economy is to achieve the sustainable 
growth path its resources, both human and natural, can support. A number of 
activities are now under way or are being planned to deal with the problom. 
These include (a) intensive educational programmes for government and private 
sector officials in the management of technological c:.+nge; and (b) measures 
to strengthen the cniversity system. 

187. Transportation bottlenecks mainly reflect the problems which have arisen, 
in part due to the shift in the infrastructure pattern following the closing 
of Khorranshahr and, in part, due to the war period when it was not possible 
to undertake normal maintenance and repair of.the road and railway netvorks. 
The Government attaches high priority to the railway link between the port at 
Bandar Abbas and the principal cities in the hinterlcnd. Negotiations are 
under way to secure financing for this projec t f  rom internatiooal sources.. 

188. The nlAmber of persons who are still 7.' egistered with the relevant 
government agencies as displaced and requiring resettlement is now of the 
order of 1.2 miilion. It is understood that about 250,000 others have 
resettled with government assistance in their places of origin. Of the 14 
million square metres of housing construction which tLe government estimates 
is required to meet total resettlement needs, approximately 2 million have 
been completed. 

189. Iran's post-war domestic mobilization effort to deal with the 
consequences of the hostilities and to recanstruct its economy has been 
substantial and impressive. Considerable progress has been achieved in what 
has been essentially a “boot-strap” operation, almost completely dependent 
upon domestic resources, At tht macroeconomic level, a growth path has bten 
tstablishtd essential to rtsolviag the deep-seated social consequences of the 
war and the attainmeat of long-ttrm develapment targets. Tne policy frarncwork 
which the Governrnent has elaborated, with its emphasir on an tfficiently 
functioning market rystem, is fully consistent with the objectivo of achitving 
an optímum allocation of resources. 

190. At the sane time, the results of the sector reviews indicate the urgency 
of uhat may be cslled a detpening o f the rtconstruction proctss. Th@ 
immediate post-war stratsgy of rapid rtcoveq of output, ofttn through 

1.. makeshift methods and improvisad technology, aggears to be nearing its 
limits. There is the need to adopt a more thorough approach to the 
improvtment of tht physical' infrastructure and productive apparatus. Crucial 
to tht change ia stratcgy is an increase in foreign exchange resources. 

191. There is little doubt that the international community can make impotióíit 
contributions to accelerating progress in reconstruction. The ISlamiC 
Republic of Iran's lou iadebteflness profile makes it particularly creditworthy 
for the project financing it seeks. focusing maialy on activities which will 
generate their own dtbt servicing capacity. Thtre appears to be a Mide range 
of viable projects in the pipeline, both in the public and private sectors. 

/ . . . 
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Moceover, the policy enviconment is open and welcomes the establishment of 
close ties with externa1 partners. 

192. In addition, financia1 assistance, under appcopriate terms axI 

conditions, might be provided for activitiej in the social fields, fur example 
education and health care. where the immediate requirements for investment are 
substantial but which do not directly generate a capacity for servicing the 
associated debt. Such financing could be carefully designed wit!lin the 
framework of an overa11 debt strategy to minimize long-term debt servicing 
concerns. 11 

193. The need for technical assistance, particularly in the social sectors, 
are especially acute. For example, given the magnitude of the probloms, there 
is great scope for assistance from private organizations with broad experience 
in dealing with large numbers of people physically disabled by war OL' 
traurnatized by displacement or by waf. 

194. In the economic sectors, technical assistance is needed essentially to 
Ytrengthen and riden the domestic programmes now planned or under way. Such 
assistance could best concentrate on filling the gaps currently existing, to 
overcome the shortage of highly skilled personnel. Major externa1 programmes 
to support technological development also appear fully warranted in the 
current conditions of the Islamic Republic of Iran and its past performance in 
thir; area. 

195. During its meetings with Iranian officials, the mission sought to obtain 
the views of the Government on the precise fornw of international cooperation 
which would most efficiently assist in the country's reronstruction effort. 
It was agreed that the latter should be definedan the broad sense of the 
testoration of the economy to a growth path. Formulated in general terms, the 
responses sttessed three factora: (a) acc066 to tecent technological 
developments (including techAca a8sistance) and to noutce8 for renswal and 
teplenishment of capital ttock; (b) acceos to erport marketo: and (c) accew 
to iatcrnational capital markets and investment. 

. . . . :: :: :: :. 196. Patagraph 7 of Stcurity Council rssoíution 598 (1987) envisaged a role 
fot the international conmunity in the reconstruction of the two parties to 
the conflict. Having completad its study uf the reconstructisn efforts of the 
Islamic Republic of Iran and beíng aware of tbe Governmant's prioritfes, the 
miasion strongly reconunends that comsideration be given to the con*:cning of & 
round-tabla conference under ths auspices of the United Natfoas or any other 
appropriate body at which the ftlamic Ra~ublic of Xran and Stat;es Membars of 
the United Nations am3 it.r *r\_e~r_zt tgtz~fó~ ¿cd üiyauizations could maet to 
discuss specrfic measures for coopesation. It is anticipated that a minimum 
of six months would he necded for tñe preparation of s?tch a confersnce. The 
Iranian Govatnment, with the assistance of the United Nations could arrangs 
for the preparation of the necessary documentation and ptoject profiles, 
taking into account Xran’s substantiva need and priorities for reconstructfon. 
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197. In the same connection, the mission believes that the role of the 
international conxnunity in clearing the waterway at Shatt al-Arab and the 
immediately adjacent waters of the Persian Gulf is an economic necessity. It 
will be necessary to revive the functioning of the Combined Bureau of 
Coordination (CBC) which, prior 1 the war, administered and coordinated the 
operation of the waterway. As detailed in the sectoral report summarixed in 
section V, the particular salvage work which is needed, its magnitude and 
complexity, vil1 require considerable externa1 technical inputs. It will be 
necessary to utilize sophisticated and large equipment, not available in Iran, 
to deal simultaneousiy with sunken vessels, a wide variety of ordnance lying 
on the river bed, and the extensive siltation which has accumulated as a 
result of more than íO years of neglect. Once the political ground has been 
cleared, the mission considers it necessary as a first step, for a series of 
surveys to be carried out, as soon as possihle, to locate the wrecks and other 
obstaeles, identify the cargo and to determine the best means of clearance 
(including the removal of any hazardous materials and unexploded ordnance). 

11 In February 1991, the World Bank extended a $250 million loan for an 
earthqueke recovery project to assist the Government's earthquake 
reconstruction programme. 
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endrx A 

. . o.sltAon of the tm 

The team was led by Mr. Abdulrahim Abby Farah, former 
Under-Secretary-General. Below are the names of the members of the team 
including their sactoral assignments: Mr . Irwin Baskind (consultant), 
macroeconomist; Mr. John D. Cuddy (United Nations Conference on Trade ead 
Development), macroeconomist: Mr. Ignacio Armillas (United Nations Centre for 
Human Settlements), housing ancl human settlements; Mr. William H. Crowe and 
Mt. John Thomas (consult.lnts), oil, gas and petrochemical industries; 
MK. Vladimir Skendrovic (United Nations Department for Technical Cooperation 
for Development), rail, roads and air transport; Mr. Andre Pages (consultank! 
ports and shipping; Mr. Joseph Madeo (consultant), marine salvage; 
Mr . Christiail Beinhoff and Mr. Niels Biering (United Nations Industrial 
Development Orgacization), heavy and light industry; Mr. Ali Asghar Abidi 
(consultan!:), agriculture and irrigation: Mr. Seamus Kenny (consultant), 
electrical power; Mr. P. Roychoudhury and Mr. Bernard Humm (International 
Telecommunication Union), telecommunications and broadcasting: Mr. T. Worku 
and Mr. J. Sheley (United Nations Educational, Scientific and Cultural 
Orqanization), education; Mr. Barry Lane (United Nations Educational, 
Scientific and Cultural Organization), cultural heritaqe: Dr. 0. Sulieman and 
Dr. S. Ben Yahled (World Health Organization), health; Mr. Gerard Fischer 
(United Nations Conference on Trade and Development) served as Special 
Assistant and Sectoral Coordinator. Mr. Andrew Brookes (United Nations 
Secretatiat) and Mr. Jafar Javan (United Nations Development Ptoqramme) served 
as translators/interpreters. 

::_ _: _.z: 

/ l .  .  
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met bv the Lkarn lader and the ex- 

Mr. Hamid Mirzadeh 

Mr. Issa Kalantari 

Mr. Hossein Ramali 

Mt. Reza Malekzadeh 

Mr. Mohammad Reza Nematzadeh 

MI-. Hadi Nezhad-Husseinian 

Mr. dohsen Noorbakhsh 

Mr. Abdullah Nouri 

Mr. Mohammad Saeidikia 

Mr. Bijan Zanganesh 

Mr, Mohammad Hussein Adeli 

Mr. Mohsen Yahyavi 

Ht. Ali ñhorrm 

Wr. Mehdi Tabsshfaa 

Mr. Behkish 

Vice-President and Special Government 
Reprosentative for Reconstr*lction 

Minister of Agriculture 

Minister of Social Services and Labour 

Ministry oE Health 

Minister of Industry 

Minister of Keavy Industries 

Minister of Economic Affairs and Finance 

Minister of the Interior 

Minister of Transport 

Minister of Energy 

Governor of the Central Bank 

Deputy Minister, Director of Corporate 
Planning aad Board Member of NAtiORAl 

franian Oil Company, Minirtry of Oil 

Adviser to the Foreign Minfster and Mead, 
Persian Gulf Hredquartrrr 

Vice Preside&, Islamic Republic of Irse 
Rroadcaeting (XRIB) 

Chamber of Comnerce, Industrias aad Miaes 

/ . . . 
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. . 
on &,autted by the 

. . . . :. . .:. 

_. : ..:_ 

1. Final report on the assessment of the economic damages of the war impose- 
by Iraq on the Islamic Republic of Iran (1980-1988): Plan and audget 
Organizatior 

2. Law and Regulations concerning the Attraction and Protectiou of Foreign 
It1vestments in Iran: Iran Charnber of Commerce, Industries and Mines 
Centre for Economic Research and Analysis 

3. Swrnarized version of the first five-year economic, social and cultural 

development plan of the 1s~arni.c Republic of Iran (1389-1993): Plan and 
Budget Organization 

4. Policies, priorities, functions and experience of nine years of 
reconstruction in the Islamic Republic of Iran: His Excellency 
Mr. Hamid Mirzadah, Vice-Pzesident in Administrativa Affairs, Special 
Representative of rhe Government in Reconstruction and Reno.ration of 
War-Camaged Areas 

5. Statement by the Hon. Mohsen Noorbakhsh, Governor of the Bonk for the 
Islamic Republic of Iran at 1991 Annual Meeting of the World bank Group 
in Bangkok, Thailand 

6. Ttleconunuoica~ions - War Damage Report - June 1991, received from 
Teleconnnuaication Company of Iran (TCI) : 

7. Document dsfining the crsdits needed for the teconrtruction in the 
sectors of housing and infrastructurs and employment fn wat-dameged ateas 

8. Map of Port of Bandar Abas ) Fort6 end Shfppfag 
Map of Post of aandar Khomeyni 1 Office 

9. Reply from franian authorities (ín Parsi) to sequert for information of 
13 August 1991 - translation attached 

10. A general perspectfve of the destruction of Iraaian villageo durfag the 
fmpoaed Iraqi war upon Iraa and tht procesa of reconstructfon: The 
Xslamic Republic of Sran Housíng Poundation of fslamic Revolution 

ii. iai Watioaal Petrochemfcal Compaay faformatioa 

(b) National Petrochemical Company Projects 

(c) Amwers to 911 ag&Q.~W’r questionnaire on current status of 
crude oil refiaeriee in the Islamic Republic of Iran 

/ .*. 
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(d) NIOC's Petroleum Product Imports (1979-1990) 

(e) NIOC: Specifications for gasoline, kerosene, gas, oil and 
1700 sec fuel oil 

(f) NIOC: Details of attacks on refinery 

12. Central Bank of the Islamic Republic of Itan: Economic Report and 
Salance Sheet 1363 (as at 20 March 1985) 

13. Central Elank of the Islamic Republic of Ijan: Economic Report and 
Balance Sheet 1366 (1987-1988) (as at 20 Elarch 1988) 

14. fmplications of the imposed war on the Islamic Republic of Iran Yroadcast 
Services 

15. Map showing maritbe access to Shatt al-Arab ports of Abadan, 
Khorramshahr to Bandar Khomeyni 

16. Shipping charts (Ports and Shipping Office) 

17. Reconstruction Programme and Development: Director Engineering TC1 

18. Ministry of Energy - 1967-1979 Electric Pcwer Xndustry in Iran: Electric 
Power Industry in Iran 1982: 1989 Electric Power in Iran 

19. Brief report on sevea damaged Iraaian airports durfng the imposed war - 
Abadan, Ahuaz, Bakhtaran, Hamedan, Orwnieh, Sanandadje, and Shiraz (Civil 
Aviation) 

20. Document describfng priority projecte ia tho field of envitotment rreekfag 
aesistance from tiw iatetnational csmmunítíer. tnviroarneatal Protectíoa 
Orgsnitatioa 

21. Information release - Unfted Natione Eavircament Progrce inter-agency 
consultatioa oa eavironmental coasequeaces of the Gulf war - sttached is 
UNEP documeat UNEP/GC.W/6, Effacts of Chemlcal. Weapons on Human Bealth 
and the Environmeat OJNDP) 

22. One pago - Eaviroament - Coetr of ptojects fa tialr: tavfroameat.al 
Protection Orgaaioetíoa 

23. Data received from Vice-Prssideat for Reconatruction - (taMe aad 
translations) 

24. Statement oa recoa6truction projects (Mini6try of Xnduotry ?und 
Assessment for ñeconstructioa conceraiag Mil;istry of Road and 
,tõnaportation) 

25, Data relating to Khormmshahr post Office buildiag (Postal Services) 

/ . . . 
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26. Estimation of necessary machinery for reconstruction (Rural Housiag 
Office) 

27. Renovatfon data relating tc ports (NIOC) 

28. Educational planning - Data in Parsi: Directorate of Educational 
Planning and Ptojects, Ministry of Education (together uith handwritten 
translation) 

39. Agticulture - Provincial Statement of Damages, "Summary report on 
War-damaged areas' 

30. Reconstruction progtarnme, including cost of works and externa1 
assistance: Ministry of Energy Watet Resources 

11. Rlueprint map of Isfahan: Office for Reconstruction, Iranian Cultural 
Heritage Organization, Isfahan 

'2. Document issued by the Lnternational Monetaty Fund - Stateinent by 
Mr. Mirakhor on the Islamic Republic of Iran - Executive board Meeting, 
6 September 1991 

-3. Two docwnents of the International Monetary Fuad: Islamic Republic of 
Iran - Staff Report for the 1991 Article IV Consultation (SM/91/145): 
x6lSJTIiC Republic of Iran - Receat Economic Deveíopments (SM/91/156) 

4. Iraniao Cultural Beritage - Damages due to the imposed var... Brief report 
prepared for Senior Adviret to the Unittd Natfonr Secretary-General - 
resoltltion 598 11987) 

5. The Imponed War - volume 6 

- 
3. Agricultural SeCtOK - Khuzístfm Province recoortructioa progrsnme 

? : . Miscellsneou~ documente isoued by the Cerrtral Baalt of Sran 

3. Official rubmirsion on healtb rector (Minirtry of Xealth) 


