A
€C01383608

0 "'.“ \g ' - [Ty 73 HSL-TION
A .
~ Y

EYoRGLNCY ASSISTANCE FOR A Ni® IRANIAN GOVERKULNT

P

It 15 assumed for the purposes of this psper that there ld.il '_bo” -
no net oil incoms during the first year we are sssisting a new -7 ' -
governnent. o R B R S ViR
Bssed on the latest evaluations of the elements involved, such Y-

&8 en spplicatle rate of exchange, capacity of Iran to ebsorb inflationary
financing, and the anticipated volume of imports and exports, it is
estimated thot a total of {0 million of foreign sid will be required’ :
for the first year, This would involve $35 million ncw money $n additfon-
to the presently proposed United States economic aid to Iran, £

It must be pointed out, however, that even the best estimate valid
today would probably not be valid several months from now. The impact
on the econoxy of the deficit financing now being undertsken by the
government &8 particularly wnpredictable,

Explsnation of Estimate b

It is calculpted that Iran's budget deficit for the current year
¥ill total about 5.6 billion rials* and that the Iranian Government
cen provide 2 billion risls of this by inflationary financing, This
meens that 3.6 billion risls or $60 million of foreign aid is required,
The problen is essentially one of assisting the Government budget and
it i3 estimated that Iran's income end peyments of foreign exchange
will be Just about in balance if $60 million in foreign aid 1s provided,

Procran

It will not be possible to work out the exact details of any progrms

until the "new government® is actually consulted, since it is considered
essential that it be an Iranian program, However, with dus consideration

for the criteria involved, the following progras is suggested; for -
economdc dsvelopment projects, §1l milliony for TCA gslaries and overe .

head, {5 million; for consumer goods covering both defense suppart

requirements snd an econoxic development program, $41 millien,

Expenditure of Counterpart '
: Included in the Iranian budget are sone 3,3 billian rials for -
’ ' : defense

* Composed of on ordinary doficit of 1.3, an NIOC deficit of 1,8, end :;
econocaic development requirements to which the Government is comuitted "
of 2.5 billion rials, . _ e e
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T T defense expenditures end 2,5 billdon ricls for econoxic developmerd, .

4 $00 mi)lion aid program which fnvelves 3,6 billien rials could be

expended vith enmphasis on either of these two catogories, A precedent
" tas been establishod for both types of zseistanco and thore are no -

lezal barricers at prosent, )

. Sot o rds

* This paper does not concora #%self with the sowrce of funds to

' bs employed, gincs 195, e4d legislation has not yet bren passod Yy

: the Congress and since 1t 4s assuzad that declision to implezent such

. “'a program will give sufficient priority to achieve appropriats .

sllocations, Logal autherity exists in cwrrent aid legisletion to

. permdt transfors of at least the amount of monsy required from other
prograns or soctions to the proposed program,
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