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ith an economy just outside the Top 20 largest in the world, and with only Saudi Arabia bigger
in the Middle East, in more normal times a country the size of Iran would represent a major
opportunity for Western investors. After all, the country is endowed with considerable natural
resources, it has a large and growing middle class, a well-educated work force and a diversified
manufacturing base. In terms of trade, exports are dependent on oil revenue and imports are largely
made up of industrial goods as well as cars and pharmaceuticals, mainly shipped from China and India.
However Iran’s economic significance has been very much overshadowed by the concerns of
international community over what many countries see as attempts to destabilise the region through
nuclear ambitions. This has led to a package of international sanctions being implemented which have
severely limited the ability of companies to do business in the country and isolated Iran from many of
its trading partners. As well as targeting Iran’s oil industry, all financial transactions between US/EU
companies and Iranian companies are banned.
There is, however, a growing chance that in the not-so-distant future this situation could change. In
November 2013 an interim deal between the EU, US, China, Russia and Iran was reached which led
to the suspension of Iran’s nuclear enrichment activities and the subsequent lifting of some sanctions.
Further talks are due in Spring 2014 and the EU’s foreign policy chief, Baroness Ashton, has visited
Iran in order to better relations ahead of the next round of talks.
If – and it is a very big if – sanctions are lifted, Iran’s development as a major consumer market in the
region would bring about enormous supply chain opportunities. It is inconceivable that the major
consumer goods manufacturers are not already eying up the market and working out ways in which
they can distribute their products throughout the country.
However from a logistics and transport point of view it is its potential as a major international hub which
is most exciting should political barriers to re-integration in the global trading community be overcome.
In fact Iran already has major plans to capitalise on international flows of goods in order to leverage its
geographical location on east-west and north-sea axes.
Should sanctions be lifted, the country offers alternatives to conventional shipping routes between Asia
and eastern Europe and the CIS countries. By by-passing the Suez Canal considerable time – and
money – could be saved, utilising rail and short sea shipping across the Caspian Sea. Some estimates
put the time savings at as much as 40% and cost savings at 30%.
This however would rely on significant investment in ports on the Persian Gulf. Its largest port in Bandar
Abbas in the south cannot come close to accommodating the world’s largest ships and hence
transhipment is required in Dubai. Such volumes fell by almost a fifth in 2013 as a result of the EU and
US sanctions.
There are plans in place, backed by India, to expand another port in the region, Chabahar. Unlike others
in Iran, this is east of the Straits of Hormuz, and theoretically would offer a better alternative by avoiding
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this bottleneck. India’s interest is to create a route to market for its exports in eastern Europe and Central
Asia which doesn’t require the transit of the Suez Canal.
As well as investment in ports, rail infrastructure is also a priority. The Iranian government has allocated
$605m to improve the rail network, largely focused on projects which will facilitate international flows of
goods. A rail link to Turkmenistan and Kazakhstan is a good example of this, and it should be complete
by the end of 2014. It is expected to carry 5m tonnes of freight annually from Europe to the Persian Gulf
and this could rise to 12m if international relations improve.
Some sanctions have already been lifted and although it is too early to say whether relations with the
West are thawing, the transport and logistics industry has much to gain from a normalisation of trade
and investment, both from exploiting Iran’s domestic market and using the country as a major
international hub.
For more information on the supply chain and logistics industries in Iran and other countries
in the Middle East, order Middle East Transport and Logistics Report 2014 and attend Ti’s
Emerging Market Logistics Conference, Dubai, June 4/5 2014. More details on
www.transportintelligence.com.
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About Transport Intelligence
Ti is one of the world’s leading providers of expert research and analysis dedicated to the global logistics
industry. Utilising the expertise of professionals with many years experience in the mail, express and
logistics industry, Transport Intelligence has developed a range of market leading web-based products,
reports, profiles and services used by all the world’s leading logistics suppliers, consultancies and banks
as well as many users of logistics services.
Transport Intelligence products and services include:


Ti's news and analysis briefing service, Logistics Briefing



Exclusive access to Ti’s extensive research output through the ground breaking Global Supply
Chain Intelligence portal www.gscintell.com



Dedicated research through Ti Consulting



Monitor the latest trends and trade data through the Ti Dashboard.



Industry leading research reports including trend analysis, market sizing, market share,
forecasting and ranking across global logistics markets



In-depth intelligence on the world's leading logistics providers through Supply Chain Leaders
Intelligence



Ti Conferences and seminars – www.ticonferences.com



Executive Recruitment in partnership with Hanover Fox International
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