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PETROCHEMI
JALS' NEED
FOR GREEN

INVESTMENT

By Javid R. Shirazi

® Financial News — By embracing sustainability through green
investments, petrochemical companies can not only align
themselves with global environmental goals but also ensure
their long-term viability and competitiveness in a rapidly

changing market.
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The petrochemical industry plays a vital role in the economy of
the Islamic Republic of Iran (l.R.l.), providing essential raw
materials for many different sectors. However, the industry's
operations have adverse environmental effects, raising
significant concerns, particularly regarding greenhouse gas
emissions and resource depletion, including water and air
pollution. Currently, the production of nitrogen-containing
fertilizers accounts for 30% of global greenhouse gas emissions
generated by the petrochemical industry, creating greenhouse
gases 300 times more potent than carbon dioxide. Excluding
fertilizers, plastics make up 63% of petrochemical production,
with over a third used in packaging. With the rising demand
for oil and gas, greenhouse gas emissions are projected to far
exceed the targets set in the Paris Agreement for achieving
zero carbon emissions and limiting warming to 1.5 degrees
Celsius. Green investment plays a crucial role in addressing this
issue. Therefore, green investment in petrochemicals, The
Strategy of Economical Petrochemical Fuel One of the
distinguishing features of the petrochemical industry is fuel
pricing and feedstock supply. In the Middle East, local
industries can procure these resources at more than one-tenth
of the prevailing global market prices. While this price
advantage is economically beneficial, it creates a challenge for
adopting green technologies and practices. When traditional
methods are financially appealing, investors may hesitate to

switch to more sustainable alternatives. However, the long-
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term sustainability of cheap petrochemical resources may face
obstacles due to increasing pressure from local civil society
and international institutions for sustainability. From this
perspective, green investment is not only an ethical choice but
also a strategic imperative for remaining competitive in the

markets.

Green Costs vs. Green Taxes Currently, there is a regulatory
framework in place for monitoring the environmental impacts
of petrochemicals in the country, but these frameworks are
not yet equipped with the carbon tax mechanism that is
implemented in advanced economies. However, there are
green costs or pollution charges that serve as a financial
incentive for companies to adopt more sustainable practices in
production. This regulatory environment provides an
opportunity for petrochemical companies to actively invest in
green technologies and practices. By adopting environmentally
friendly production methods, companies can not only comply
with existing regulations but also position themselves
favorably in markets that are increasingly oriented towards

environmental sustainability.

The Challenge of Water Scarcity The I.R.l. faces a serious
challenge in accessing the water needed in the drinking sector
and in the development sector, and of course in maintaining
the environmental balance due to low rainfall and declining

freshwater resources. Petrochemical processes often require
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abundant water use, and this exacerbates the challenges for
already scarce water resources. Green investment aimed at
reducing water consumption and water recycling in
petrochemical operations can significantly alleviate this
pressure. Technologies such as high-efficiency water cooling
systems, advanced treatment facilities, and the creation of
sustainable water sources can play a vital role in ensuring the

industry's sustainability even in arid conditions.

Greenhouse Gas Emissions Greenhouse gas pollution remains
an urgent issue related to the petrochemical sector, and the
I.R.I. will face challenges due to its heavy reliance on fossil
fuels and the increasing global commitment to reducing
greenhouse gas emissions if the current trend continues.
Investing in green technologies such as carbon capture and
storage (CCS), bio-based raw materials, and renewable
energies can significantly reduce these emissions. By
transitioning towards greener practices, the petrochemical
industry can achieve climate goals while securing its position in

a global market that is increasingly environmentally conscious.

Limited Access to Modern Technologies A significant barrier to
green investment in the petrochemical sector in the L.R.l. is
limited access to modern technologies. Petrochemical
companies often lack the infrastructure, funding, or expertise
to implement advanced green technologies. Addressing these

limitations through international partnerships, technology
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transfer agreements, and government support can facilitate
the adoption of sustainable practices. Encouraging
collaboration with technology providers and research
institutions can also foster innovation, overcome barriers, and
accelerate the transition towards a more sustainable

petrochemical industry.

Conclusion Green investment in the petrochemical sector,
especially in the context of the I.R.l., is of great importance.
While there are challenges such as the low price of
petrochemical resources, the lack of strict regulations, water
scarcity, greenhouse gas emissions, and limited access to
technology, it provides opportunities for innovation and
strategic growth. By embracing sustainability through green
investments, petrochemical companies can not only align
themselves with global environmental goals but also ensure
their long-term viability and competitiveness in a rapidly
changing market. Emphasizing green initiatives will ultimately
pave the way for a responsible and economically sound
petrochemical industry that meets the needs of the present

without compromising the future.
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THECENTRAL
BANK'S
SOLUTION
FOR THE
SOVEREIGNY

OF THE RIAL

By Javid R. F. Shirazi
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® Many questions remain regarding the Central Bank's policy
framework document on cryptocurrencies, including the
mechanisms for overseeing the activities of cryptocurrency
intermediaries, how the central bank will interact with other
countries in the field of cryptocurrency regulation, and what
measures have been considered to protect investors' rights in

this market.

On December 7, 2023, after much anticipation, the Central
Bank of the Islamic Republic of Iran finally announced that its
document on the general policy framework for
cryptocurrencies has been approved. The central bank's policy
and regulatory framework in the field of cryptocurrencies is an
important document that seeks to regulate and organize the
cryptocurrency market in the country. This may become the
Achilles' heel of the document, as cryptocurrencies have a
cross-border nature and are very difficult to confine within the
borders of a specific country. In any case, in this document,
the central bank has tried to identify the opportunities
available in the field of cryptocurrencies while managing the

associated risks as much as possible.

The mentioned document is an important step towards
regulating the cryptocurrency market in Iran. But what exactly

does this document say?

The most important points of the document are:
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Emphasis on the sovereignty of the Rial: One of the most
important axes of this document is the emphasis on
maintaining the sovereignty of the national currency and
preventing cryptocurrencies from replacing the Rial as a

domestic payment instrument.

Categorization of cryptocurrencies: Cryptocurrencies are
divided into three categories: crypto-currencies (transactional

tokens), asset tokens, and utility tokens.

Licensing a specific group: Crypto-currency intermediaries and
trusted institutions are defined as the main players in this
market and are required to obtain a license from the central

bank.

Regulatory Sandbox: A regulatory sandbox environment has
been considered for the issuance of various types of

transactional tokens.

Responsibility of the Securities and Exchange Organization
regarding asset tokens: The responsibility for developing
regulations related to asset tokens has been assigned to the

Securities and Exchange Organization.

Emphasis on the risks of cryptocurrencies: The document
explicitly mentions the risks associated with buying and selling
cryptocurrencies and does not recommend it for the general

public.
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Development-oriented approach: While regulating, the central
bank has announced that it is also seeking to develop and

utilize the capacities of cryptocurrencies.

In a quick review, it can be said about the comprehensive
approach to the Central Bank's policy and regulatory
framework document in the field of crypto-currencies that this
document tries to address various aspects of the
cryptocurrency market and provide a comprehensive
framework for regulating this market. Also, by requiring
licensing and creating a regulatory sandbox environment, it is
trying to bring transparency to the cryptocurrency market.
Cooperation with the Securities and Exchange Organization
and other relevant institutions also shows the central bank's
interactive approach. This is while it points to the risks of using

these new payment tools for the general public.
Some unclear points:

However, based on what has been published from the
mentioned document, the document's definition of
cryptocurrencies does not mention the vague boundary of
these new exchange tools. It is also not clear to what extent
this document can meet the high volume of activities,
especially in the private sector, in this area. Another important

issue is how to supervise the intermediaries of crypto-
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currencies. It seems that the exact mechanism for supervising
the activities of crypto-currency intermediaries needs more
clarification. Another important point that we mentioned
earlier is that due to the international nature of
cryptocurrencies, interaction with other countries and
institutions and international standards is important for
writing the cryptocurrency policy framework. From this
perspective, it is not clear whether this has been given due

attention or not.

According to Financial News, the Central Bank's policy and
regulatory framework document in the field of crypto-
currencies is an important step towards organizing this market
in Iran. However, for the successful implementation of this
document, there is a need for cooperation and interaction of

all relevant parties, as well as accurate information to the
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general public. Due to the rapid pace of changes in the field of

blockchain technology, this document needs constant updates.

Another important issue that needs to be seen in the
document is its flexibility. Due to the rapid pace of changes in
the field of blockchain technology, this document needs
constant updates to keep pace with the developments in this

field.

The document places too much emphasis on risks. Although
emphasizing the risks associated with cryptocurrencies is
necessary, the
benefits and
opportunities of
this technology
should not be

ignored. In

addition, for the
development of the cryptocurrency market, suitable
infrastructure such as high-speed internet networks, secure
data centers and specialized human resources are needed.
Currently, some technologies related to cryptocurrencies, such
as smart contract technology, are still in the early stages of
development and require more research and development.
Another issue of the document is that it was approved very
late. From this point of view, the market has incurred a lot of

costs in this regard, which may be contrary to the framework
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of the mentioned document in some cases. Earlier publication

of this document could have reduced the costs.

Another important point regarding the Central Bank's policy
and regulatory framework document is that the Central Bank
of the Islamic Republic of Iran has adopted a very cautious and
conservative approach compared to many other countries
regarding this trading tool. Of course, there is still no unified
approach at the global level to the use of cryptocurrencies and
no complete agreement has yet been reached on how to

regulate the cryptocurrency market.

In any case, many questions still remain about the Central
Bank's policy framework document on cryptocurrencies,
including what mechanisms are considered for supervising the
activities of crypto-currency intermediaries, how the central
bank will interact with other countries in the field of
cryptocurrency regulation, or the issue of what considerations
have been taken to prevent money laundering and terrorist
financing in this document, and what measures have been
considered to protect investors' rights in this market by the
policymakers of the Central Bank of the Islamic Republic of

Iran?

Some suggestions regarding the Central Bank's policy and
regulatory framework document in the field of crypto-

currencies:
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Need for constant updating: The document should be
periodically reviewed and updated to keep pace with the

developments in the cryptocurrency market.

Providing a more precise definition of cryptocurrencies: The
document should provide a comprehensive and precise

definition of the various types of cryptocurrencies.

The need for more international cooperation: More
international cooperation in the field of cryptocurrency

regulation.

Investing in the necessary infrastructure: Investing in the
necessary infrastructure for the development of the
cryptocurrency market needs to be done quickly and

extensively.

Research and development in the field of blockchain
technology: Research and development in the field of

blockchain technology needs more support.

Creating a safe and reliable environment: Creating a safe and
reliable environment is essential to attract investors and

develop this market.

Extensive educational and informational programs: In order to
raise public awareness about cryptocurrencies, extensive
educational and informational programs need to be

implemented.
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