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Private sector missing link
in expanding Iran-Russia trade

There is a concern that after the restoration of Donald Trump'’s policy of maximum pressure, some countries may back down from trading with Iran.

By Vali Kaleji

Member of Scientific Council of IRAS

OPINION

According to the latest statis-
tics provided by Iran’s customs
in November, Iran has trade
with 178 countries, but 80% of
our trade is with 10 countries,
which, due to sanctions and
other issues, lacks the neces-
sary diversity. These 10 coun-
tries include China, the United
Arab Emirates, Turkey, Iraq, In-
dia, Pakistan, Afghanistan, Rus-
sia, Germany, and Kazakhstan.
Therefore, Russia is one of the
10 countries that account for
80% of our foreign trade.
Currently, there is a concern
that after the revival of Donald
Trump’s policy of maximum
pressure, the number of these
countries may fall below 10, and
this is one of the biggest chal-
lenges facing our foreign trade.
The total value of Iran’s exports,
according to November statis-
tics, was $38.032 billion, and
our imports during this period
were $45.127 billion; in fact, by
November, we had a trade deficit
of nearly $6 billion. During the
same period, our exports to Rus-
sia were $494 million, and our
imports from Russia were $1.1
billion; that is, we had a trade
deficit of around $606 million
with the Russian Federation by
November, which will certainly
increase by the end of the year.

Mismatch between ruble,
rial

Russia is among the top 10 ex-
porters to Iran, but it is not
among the top 10 importers of
our goods. The main destina-
tions for our exports are China,
Iraq, the UAE, Turkey, and Af-
ghanistan, while the main des-
tinations for our imports are
China, Turkey, Germany, and
Russia. China, with around $10
billion, accounts for 25% of our
imports; Turkey, with $16 bil-
lion, accounts for 6.5%; Germa-
ny, with $1.4 billion, accounts
for 3.6%; and Russia, with $1
billion, accounts for 1.4%. We
need to consider these facts.
This imbalance and trade defi-
cit with Russia, given that we
have eliminated the dollar, have
caused a mismatch between the
ruble and the rial, which puts
pressure on our traders and
exporters; that is, to the extent
that Russian exporters bring
rubles into Iran, we do not have
rubles to give to Russian export-
ers. It may not be desirable to
ask Russian exporters to barter,
as they are exporters and want
to be paid for the goods they
sell, and they may not have the
necessary expertise or moti-
vation to invest or barter with
specific goods in Iran.

Russia is Iran’s first trade part-
ner in the Eurasian Economic
Union. The total volume of our
trade with the Eurasian Eco-
nomic Union, until January of
this year, was around $1.494
billion, and our imports were
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$1.209 billion, which means we
had a trade surplus of around
$285 million; This is in contrast
to the trade deficit we had with
Russia. This trade surplus is due
to our exports to Armenia and
Kazakhstan, which have covered
our trade deficit with Russia at
the level of the Eurasian Eco-
nomic Union and made the trade
balance positive.

Setting realistic goals

The situation I described in
both bilateral relations and the
Eurasian Economic Union be-
tween Iran and Russia cannot
be compared to the $14 billion
trade volume between Iran and
Turkey or the $60-65 billion
trade volume between Russia
and Turkey. We should define
our expectations very realisti-
cally. It is good that we set a goal
of $5 billion and add $1 billion
each year, but some Iranian offi-
cials say we should increase this
to $40 billion. It seems that such
statements are made by those
who are not necessarily experts
on Russia. Announcing unreal-
istic figures that are not achiev-
able, due to the lack of infra-
structure and capacity, can lead
to disappointment and despair.
Our goal-setting should be real-
istic, and our perspective should
match our capabilities. We have
one trade representative from
Russia, but the Chinese trade
delegation in Russia has around
500 people, and the Turkish
trade delegation in Russia has
around 100 people. Regarding
us, that one trade representative
is supposed to connect 81 Rus-
sian provinces with 31 Iranian
provinces.

The third point revolves around
the new developments that have
taken place in Iran-Russia rela-
tions and the developments that
are happening at the interna-
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tional level. As a result of these
developments, we are facing a
dual situation.

On the one hand, Iran has be-
come a full member of BRICS
and an observer member of
the Eurasian Economic Union,
and the Iran-Eurasia free trade
agreement is expected to come
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into effect within the next two
or three months after being ap-
proved by the Guardian Council.
Iran’s full membership in the
Shanghai Cooperation Organi-
zation has also been granted,
and the Comprehensive Strate-
gic Partnership Treaty between
Iran and Russia has been signed.
On the other hand, we are wit-
nessing the return of Donald
Trump’s policy of maximum
pressure, which has coincided
with these events. We must cer-
tainly consider the coincidence
of these developments.

When our free trade with the
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Eurasian Economic Union be-
gins, the policy of maximum
pressure will have returned and
will be even worse than before.
This means that the exemp-
tions we had in Chabahar port
or some financial exchanges we
had with some Arab countries
will be stopped under American

pressure. Some countries, such
as India, may even withdraw
from the Chabahar port project
due to these pressures. Russia,
as the eastern wing of the North-
South Corridor, has also entered
Chabahar port. At the same
time, we should pay attention to
Trump’s threat to impose 100%
sanctions on BRICS if the dollar
is eliminated.

Not repeating past
mistakes

The signing of the 25-year
agreement between Iran and
China and the 20-year agree-
ment between Iran and Russia
may have been due to the con-
cern of the leaders of these three
countries that they want to es-
tablish independent relations
without being influenced by a
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third party. However, field de-
velopments are also important
as it is a commitment made at
the level of leaders and must be
implemented.

So far, around $40 billion worth
of oil and gas agreements have
been signed between Iran and
Russia, all of which are mem-
oranda of understanding and
not contracts. After Trump’s
withdrawal from the JCPOA
in 2018, several major Rus-
sian companies left the Iranian
market. There is a concern that
since there is no contract but
only a memorandum of under-
standing and if the Ukraine war
ends and Russia’s sanctions are
lifted, companies in the oil and
gas sector, such as Rosneft, will
leave the Iranian market and
the active oil and gas fields in
southern and western Iran. If we
do not want these events to be
repeated and we want to move
forward and not repeat past
mistakes, we should not make
the same mistakes again.

Bushehr nuclear power

plant could have helped

The next point is Russia’s com-
mitment to completing the proj-
ects it has undertaken in Iran,
which is of great importance
and can affect public opinion
in Iran. The Iranian people are
interested in history, and both
positive and negative experi-
ences remain in their minds.
They remember, on one hand,
the Turkmenchay and Golestan
treaties and, on the other hand,
the Esfahan steel plant and the
early factories of the Machine
Sazi Arak (MsA) company, which
were built by the Russians
during the Soviet era. In the
1960s, an agreement was signed
to export Iranian gas to the Sovi-
et Union, and a few years later,
in 1973, these factories were

launched. The Iranian people
have a historical approach to is-
sues and phenomena, and when
they refer to buildings, facto-
ries, roads, and railways, they
say that they were built by the
Germans, Americans, or French.
The Esfahan steel plant and the
MSA have been active for 50
years and employ thousands of
people, and people still say that
they were built by the Russians.
Besides these two, we do not
have another major and signif-
icant project in Iran that has
been built and operated by the
Russians. The symbol of Rus-
sian projects is the Bushehr
nuclear power plant, which, if
it had been fully implemented,
could have been very effective
in solving the current energy
and power shortage that Iran
is experiencing and could have
created a more positive percep-
tion of Russia.

The project to electrify the
Incheboron-Garmsar route,
which is the eastern wing of the
North-South Corridor, has been
pending for several years and
has been discussed and agreed
upon by several governments.
There is also a concern about
the Rasht-Astara railway; if the
three-year commitment made
regarding this railway is fulfilled
on time, it can have an impact on
people’s minds, just like the Es-
fahan steel plant and the MSA.

Relations should move
beyond gov’ts

We can only say that Iran-Russia
economic and trade relations
have reached an ideal and de-
sirable level when Iran-Russia
trade relations are similar to
Iran’s relations with the UAE
and Turkey. We did not have
an ambassador in the UAE for
nearly five or six years. Howev-
er, why did Iran-UAE relations
not cut off, despite not having
an ambassador? These relations
were weakened and became
fragile, but they were never cut
off because the economic and
trade relations between the pri-
vate sectors of Iran and the UAE
are so strong that neither Iran
nor the UAE can do without each
other, and that is why relations
have continued. We had signif-
icant differences with Turkey
over Syria, but Iran-Turkey rela-
tions were not cut off.

If the private sector enters the
field in all areas, including real
estate and tourism, regardless of
the political relations between
the countries, bilateral relations
will remain in place. Iran-Rus-
sia relations should completely
move out of the governmental
sphere and take on a form and
nature similar to our relations
with Turkey and the UAE as
models.



