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THELONG-
STANDING
DILEMMAOF
IRAN'S ECONOMY

Javid Ranjbar Fardshirazi

@In a situation where the country's liquidity has

surpassed 9,300 trillion tomans, and banks'
overdrafts from the Central Bank have reached
501 trillion tomans, this condition highlights
serious challenges in the banking system and the
macroeconomy of the country.

High liquidity in the economy is primarily due to
the injection of unbacked money into the
economic system. This volume of liquidity can
lead to escalating inflation, as an increase in

liquidity without a proportional increase in the
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production of goods and services results in the
devaluation of the national currency and rising
prices. But why has liquidity increased? One of
the key reasons is the government's budget deficit
and its financing through borrowing from the
Central Bank. According to annual budgets, over
the  years, government revenues and
expenditures have not aligned, despite the
monopoly on oil and gas sales and control over
customs and mines. Another reason could be the
growth of the monetary base due to the printing of
unbacked money. Banks are under intense
pressure to meet the government's mandatory
financing needs and those of affiliated institutions,
which increasingly drives them to borrow from the
Central Bank. It is also important to note that the
imbalance in the interest rates paid by banks

contributes to this situation.

On the other hand, international sanctions and the
sharp decline in capital inflows, which lead to an
increase in the exchange rate, alongside the
devaluation of the national currency, further drive

up prices and the need for liquidity.
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The emergence of these conditions not only
creates instability in financial and currency
markets but also reduces confidence in the
national currency, increasing the tendency to
invest in non-productive assets such as foreign
currency, gold coins, and real estate. This, in turn,
exacerbates high inflation rates and diminishes

the purchasing power of the people.

It is important to recognize that banks' overdrafts
from the Central Bank indicate structural problems
in Iran's banking system. This situation typically
occurs when banks face a shortage of liquid
resources and resort to borrowing from the

Central Bank to meet their needs.

Iranian banks are grappling with an increasing
volume of non-performing loans (NPLs) and
overdue  facilities, adopting inappropriate
approaches such as granting loans without
accurately assessing borrowers' repayment
capacity. Coupled with high interest rates on
deposits and loans, as well as extensive
international sanctions and restrictions on

accessing foreign resources, banks are under
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pressure to increase their borrowing from the

Central Bank.

The aforementioned conditions lead to an
expansion of the monetary base, intensifying
inflation, reducing banks' ability to provide loans to
productive sectors of the economy, increasing
systemic banking risks, and raising the likelihood

of bankruptcy for some banks.

To address this situation, structural measures and
the implementation of macroeconomic policies,
such as controlling liquidity by reducing the
government's budget deficit through sustainable
revenue generation and cutting unnecessary
expenses, alongside preventing the issuance of
unbacked money and effectively managing the

monetary base, are essential.

Banks can counter these conditions by reducing
non-performing loans through improving the loan
approval process and stricter supervision,
restructuring their loan portfolios, increasing
capital, and adjusting interest rates to levels

consistent with inflation. However, it is not only
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banks that need to tighten their belts. Other
responsible public institutions must also make
significant efforts to support domestic production,
increase non-oil exports, attract foreign
investment, and improve the business
environment. Specifically, the Central Bank must
take effective measures to reduce exchange rate
fluctuations through appropriate currency policies

and prevent speculation in the currency market.

In conclusion, the current state of liquidity and
banks' overdrafts clearly demonstrates a serious
imbalance in Iran's economic and banking
systems. To escape this crisis, the need for
implementing reform policies in monetary,
banking, economic, and political spheres is
evident. Without decisive actions, escalating
inflation, increasing economic instability, and
declining economic growth will remain long-

standing guests in Iran's economy.
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THE ECONOMIC
JUSTIFICATION OF
GREEN PRODUCTION

Author: Maryam Shirazi

@ As reported by Green Production — The world is

shifting towards a more sustainable future, and
green production is becoming increasingly
important in this era. Green production, which
involves the use of environmentally friendly
technologies and practices, not only helps reduce
greenhouse gas emissions but also, contrary to
the beliefs of many traditional economic actors,
offers significant economic benefits according to
reliable international sources. Let’'s review these
benefits together:

Economic Advantages of Green Production:
1. Job Creation:

One of the key advantages of green production
IS job creation. According to a report by the
International Labour Organization (ILO), green
jobs could create up to 24 milion new
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employment opportunities by 2030. This sector
included only 3 million jobs as of 2020.

2. Cost Savings:

A study conducted by the World Bank shows
that green technologies can reduce energy
consumption costs by up to 30% and water supply
costs by up to 20%.

3. Increased Productivity:

According to the Intergovernmental Panel on
Climate Change (IPCC), green production can
lead to higher productivity as companies adopt
more efficient and sustainable practices in
defining supply chains and implementing
production and distribution methods.

4. Competitive Advantage in the Market:

Another economic advantage of green
production is its competitive edge in the market.
Demand for green and environmentally friendly
products and services is increasingly rising, and

: \ this trend is on an
upward trajectory.

Economic
Comparison of
- Green Production
VS. Traditional

I5roduct|on.

1. Cost Comparison:
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A study by the International Monetary Fund
(IMF) found that the cost of renewable energy
technologies has significantly decreased over the
past decade, making them more competitive
compared to traditional fossil fuels.

2. Job Creation:

While traditional industries may create more
jobs in the short term, given the technological
trends and emerging market structures, as well as
public support for green production, green
industries can create more sustainable and
higher-paying jobs in the long run.

3. Environmental Impact:

Traditional production methods often come with
significant environmental damages, including
pollution, deforestation, and climate change.
Additionally, the consequences of pollution are
rapidly increasing worldwide. In contrast, green
production can mitigate these effects and even
create environmental benefits.

Conclusion:

The economic justification for green production is
clear. Green production not only offers significant
economic benefits but also provides a much-
needed solution to the pressing issue of climate
change. As international organizations continue to
emphasize the importance of transitioning to the
era of green production, it is logical for
governments and businesses to invest more in
the development of green production.
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GLOBALGROWTIH
REMAINS RESILIENT

OECD Economic Outlook: 25 September 2024

#@ High-frequency activity indicators from July to
August suggest ongoing growth momentum
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overall. Business surveys continue to point to
stronger activity in services than in manufacturing
sectors. While consumer confidence remains
subdued relative to long-term trends, survey
indicators suggest that confidence is improving in
Europe and emerging-market economies.
Headline inflation has continued to fall this year in
most G20 countries.

Growth is expected to stabilise

Global growth is expected to stabilise over the
projection period at 3.2% in both 2024 and 2025,
broadly in line with the average pace observed
through the first half of this year. Growth was
robust in the United States, the United Kingdom,
Canada and Spain. Domestic demand has
buoyed activity in Brazil, India, and Indonesia.

Inflation has continued to decline

Headline inflation has continued to decline in most
OECD countries, partly due to further declines in
food price inflation and low, or negative, energy
and goods price inflation. As a result, inflation is
now at or close to target in about four-fifths of
OECD economies. Nonetheless, services price
inflation is still proving sticky and has abated only
slowly.
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Headline inflation in the G20 is projected to fall
from 6.1% in 2023, to 5.4% in 2024, and 3.3% in
2025. Core inflation in the G20 advanced
economies is anticipated to ease from 4.2% in
2023 to 2.7% in 2024 and 2.1% in 2025. Inflation
in the emerging-market economies is projected to
remain generally higher than in the advanced
economies, while also easing gradually, however
with exceptions.

Pressures on labour market are easing

Labour market pressures have continued to ease.
The number of job vacancies has fallen steadily
from peak levels observed during the pandemic.
Survey measures of labour shortages have also
continued to moderate in many major advanced
economies. Unemployment has risen since the
beginning of 2024 in the United States, Canada,
Turkiye, India and South Africa. In part this
reflects moderating demand, but rising labour
supply has also been a key element, often
reflecting stronger immigration flows.

The pace of regulatory reform has declined

Ambitious structural reforms are required to
improve the foundations for future growth. A pro-
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competition regulatory environment is essential
for boosting productivity, creating jobs, and
improving living standards. However, the pace of
regulatory reform has declined in recent years,
forgoing an important opportunity to revive
sluggish productivity growth. Areas for reform
include, among others, reducing barriers to entry
and competition in the services sector and
improving transparency and accountability in
lobbying activities.

What can policymakers do?

There is room to lower policy rates but monetary
policy needs to remain prudent

Central banks should use the leeway provided by
moderating inflation and easing labour market to
cut policy rates. The timing and scope of policy
rate reductions will need to remain data-
dependent and be carefully judged to ensure that
underlying inflationary pressures are durably
contained. In Japan, by contrast, further mild
increases in policy rates are called for.
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Ensure debt sustainability and make fiscal space
for future challenges

Governments face significant fiscal challenges
from higher debt and the sizeable additional
spending pressures arising from multiple sources:
ageing populations, climate change mitigation and
adaptation measures plans to raise defense
spending, and the need to finance new reforms).
Stronger near-term efforts to contain spending
growth and enhance revenues are needed to
ensure debt sustainability and rebuild fiscal
buffers.

More ambitious structural reforms are needed to
improve growth

Improving competition-enhancing reforms could
significantly raise GDP per capita and enhance
living standards over the long term. The OECD’s
Product Market Regulation indicators (PMRSs)
measure how well countries’ regulations foster
competition, both across the whole economy and
in specific sectors, clearly highlighting the urgency
for pro-competition reforms across both OECD
member and selected non-member economies.
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