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10 Economic Costs of the
War and the

Reconstruction in Iran

Hooshang Amirahmadi

INTRODUCTION

Iran and Irag ended their eight-vear war on August 20 1988, when a
UN-sponsored ceasefire came into effect within the framework of
Security Council Resolution 598, Although the ceasefire brought an
expensive war 1o a close, it has opened an even costlier front, namely
that of post-war reconstruction. This chapter focuses on the econ-
omic costs of the war and the prospects for post-war reconstruction in
Iran.

The economic costs include the damage inflicted on various econ-
omic sectors and the war's military expenditures. Such costs are
classified into direct and indirect costs, to distinguish between the
accounting and opportunity costs. The statistics, mostly official,
indicate that the economy has suffered tremendously from the war
and that it urgently needs to be reconstructed, yet the Islamic
Republic has spent most of the post-war period in managing factional
politics within the state and debating a more suitable reconstruction
strategy for the country.,

Issues debated among the radical, conservative, and pragmatist
factions have ranged from ideological direction of the reconstruction
strategy to sectoral and distributional priorities. Disagreements have
also been voiced over financing options and how to deal with existing
institutional and infrastructural obstacles, Although a more general
framework for reconstruction incorporating a mixed approach has
emerged, most initiatives by the pragmatists in charge of the execu-
tive power continue to be hindered by disputes on specifics and by
various impediments.

While such disagreements and obstacles could diminish over time,
the no-war no-peace stalemate between Iran and Iraq will continue to
hinder efforts at reconstructing the economy as the government
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