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Oil Price Drop, Nuclear Deal 
Delay Unsettle Iran’s Economy 

Plummeting oil prices and the    
failure so far to conclude a nuclear 
agreement are dealing a double 
blow to Iran’s economy just as it 
was starting to recover.Oil prices, 
which have fallen about 50% since 
June, resumed their decline on 
Monday after Saudi Arabia, the 
world’s largest crude exporter, said 
it may boost production despite a 
global glut. The slide in prices is 
strangling revenues in Iran, a     
country dependent on oil money. 
Compounding the problem, Iran 
and six world powers also missed a 

deadline in November to conclude a 
comprehensive deal on limiting 
Iran’s nuclear activities, something 
that has dimmed hopes for crippling 
economic sanctions to be lifted 
anyt ime soon.The renewed         
economic travails are eroding gains 
that accompanied President Hasan 
Rouhani ’s surprise election 18 
months ago. Mr. Rouhani, whose 
political fortunes rest largely on an 
economic recovery, has been 
scrambling to contain the damage. 
In a recent address to parliament, he 
touted a radical but difficult plan to 
address what he called an          
unprecedented oil slump: cutting 
dependence on oil income by   
boosting industrial exports and 
hiking taxes.He has also proposed 
dramatic fiscal tightening in the 
new Iranian year that begins in 
March.“Iran is moving to a very 
austere budget,” said Fereydoun 
Khavand, an Iran expert and senior 
lecturer at Paris Descartes          
Un ivers i t y. I ran ’s  economic        
progress came after significant   
reforms, bolstered by a leap in   
optimism that the president would 
be able to get international        
sanctions over Iran’s nuclear      
program l i fted through an         
agreement with the West. 
…………………………………….. 

Iran's Economic Nightmare 
After suffering a sharp economic 
downturns in 2012 and the first half 

of 2013, the 
interim accord in 
November 2013 
gave Iran some 
re l ie f  f rom      

sanctions in the form of a portion of 
its blocked oil revenues and       
allowing it to continue selling one 
million barrels of oil per day (bpd)– 
a significantly smaller amount than 
the average daily level of 2.3     
million bpd that it exported before 
Western sanctions against its oil 
and financial sectors. This         
limited relief, in combination with 
better economic management by the 
new cabinet of President Hassan 
Rouhani and growing optimism 
about the negotiations, had a      
positive effect on economic        
conditions. The economic growth 
rate, which had been negative in 
2013, rose to an annualized rate of 
4.6 percent in the second quarter of 
2014 (first quarter of Persian      
calendar). The inflation rate also 
declined significantly, from near 40 
percent in 2013 to under 25 percent 
in 2014.All of this will be           
exacerbated by the simultaneous 
decline in oil prices. In anticipation 
of the lower oil prices, the          
government has reduced the       
projected price of oil in next fiscal 
year’s fiscal budget bill to $70 per 
barrel, down from $100 per barrel 
in the current year’s budget. The 
budget bill that was submitted to 
Majlis earlier this month shows an 
11 percent increase in fiscal    
spending which, after adjusting for 
inflation, is actually a reduction in 
real  government expenditures. 
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