
IRAN – TURKEYTRADE AFTER THE IRAN NUCLEAR AGGREMENT
With the agreement signed on 14th July 2015 between the 5 members of United Nations Security Council ( USA, GB, FRANCE, CHINA, RUSSIA ) as well as GERMANY and IRAN. Iran agreed to waive rights on uranium enrichment to a certain extent and West’s embargo on Iran has been lifted. Although Iran is an developing country, it is expected to start importing and consuming the most required goods for itself utilizing the export revenue from its underground sources. Iran’s integration with the World is closely related with its border neighbor Turkey. The objective of the study is how a prescribed a course of trade being followed between Iran and Turkey, as expected, will be the primary transit corridor country to the world after Iran nuclear deal. Iran’s trade with its border country Turkey is handled as a benchmark for Iran integrating with the world. Trade and transportation operations by road between Turkey and Iran were examined for the period of 2010 – 2014.
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IRAN NUCLEAR DEAL

After the end of the Iran – Iraq war in 1988, Iraq attacked Kuwait to capture the oil resources and led to a global crisis. Iraq’s leader Saddam Hussein, who wanted to control the oil resources in Kuwait in addition to the sources of Iraq, has been seen as a threat for the West after his invasion of Kuwait. Iraq quitted being a threat for the West after US invasion of Afghanistan for to prevent terrorism at the source. 

Although it became certain that Iraq is no longer a threat to the West after 2003, the oil issue in the Middle East, for which the West has a vital need, could not be resolved completely. Iran filled the position of a threat to the West by the help of its history as a regional power player. According to the British Petroleum statistics, Iran owns 9,3 % of world’s reserves corresponding to 21,7 billion tones of oil
. Because of the embargo conditions with less oil and natural gas income, Iran used this small amount of income for uranium enrichment in an attempt to be a nuclear power in the world. Despite the falling down of oil prices after Russia’s invasion of Crimea last year, Iran currently has the chance to create a great revenue by increasing its own available oil supply and export.
With the agreement signed on 14th July 2015 between the 5 members of United Nations Security Council ( USA, GB, FRANCE, CHINA, RUSSIA ) as well as GERMANY and IRAN. Iran agreed to waive rights on uranium enrichment to a certain extent and West’s embargo on Iran has been lifted. This Treaty united Iran and the West most closely since the Islamic Revolution on 1979
.
THE ECONOMIC SIDE OF THE DEAL

According to the deal, Iran will restrict its uranium enrichment activities and open its nuclear plants to the inspection activities of International Atomic Energy Agency. In return, West will remove the economic and financial sanctions but the embargo of weapons will continue for a while
. Despite the agreement signed between the parties, Russia introduced and amendment on 9th of November 2015 for the shipment of ( Russian ) S – 300 missiles with Iran and started shipping the missiles
. Although the embargo of weapons will continue for a while with the reached agreement, Iran’s oil will meet the international markets and Iran will have Access to its financial assets worth about 100 to 150 billion dollars previously frozen by the West
. In addition this achievement, Iran will have the ability to make international money orders. With the opportunity of international remittances, Iran will bring its income from oil and natural gas export to home easily. It is accepted that foreign capital will not remain unresponsive to Iran’s economy which will be boosted by oil and natural gas exports. 

Although Iran is an developing country, it is expected to start importing and consuming the most required goods for itself utilizing the export revenue from its underground sources. Iran’s integration with the World is closely related with its border neighbor Turkey. When compared with Iran, Turkey has the tradition of democracy and a stronger economy. Turkey is expected to become an important supply center for Iran in the new era.

Meeting the needs of Iran will be an important advantage for Turkey but the increasing influence of Iran and the possibility of Iran becoming a regional power will be a disadvantage for Turkey. The nuclear deal is only putting a tighter leash on uranium enrichment, not prohibiting Iran from becoming a nuclear power in the long term. Iran also can act more freely according to its national interest by the help of its strong economy, which will become more prosperous by the deal. Iran can become a big rival for Turkey for Western companies to invest with its big domestic market and cheap labor force. With low household debt ratio, big domestic market and increasing domestic demand, Iran is expected to be an important and large market right beside Turkey
.
FROM CROSS - BORDER TRADE TO INTERNATIONAL TRADE

Countries that wish to engage in border trade must develop an intimacy with each other besides the evolving technology in order to make border controls easier. The differences will be reduced among the countries with the help of increasing trade and communication who are developing an intimacy with each other as it is seen in the example of European Union. The perceived closeness between the countries due to  the international trade, will also be perceived between the two borders due to from border trade. Good neighborhood relations, lower transportation costs and price differences between the countries are the primary factors that lead the countries to cross – border trade
.
Cross – border trade is a special kind of international trade being enforced because of to meet cheaply the unobligated needs of people of two countries border provinces, to establish peace and security between neighbor countries to promote mutual trust between both parties
. As it will be understood from the above description even if cross – border trade is achieved between at least two countries cross – border trade is a minor work project of international trade. First of all the geographical area covered within the cross – border trade contains an area of only a few kilometers within the physical boundaries of the two countries. In addition, the products covered in the cross – border trade are not determined according to the needs of the whole country but according to the needs of the provinces in the border area. Thus the impacts of the regulations applied in the scope of cross – border trade is felt more quickly than the impacts of regulations applied in the scope of international trade. 
Within this context, to facilitate the border crossing in the cross – border trade it will be appropriate to conduct;

a) Customs control process, which ensures compliance with customs laws and regulations,

b) Technical regulations in goods that would set mandatory standards for the compliance of national law and regulations, 

c) Veterinary supervision for to protect human and animal health from the threats of animal products carrying diseases

d) phytosanitary inspection of plants and plant products to prevent infection and spread of the pest 
e)  performing quality control for to ensure that inspection activities are in accordance with national and international standards
. It is more suitable for the development of cross – border trade not to trade all kind of products within the scope of international trade.

Interstate relations beginning due to various reasons can evolve to communication between nations and trade between countries (despite the specific characteristics of each country) over time
,
. Cross – border trade beginning between border provinces of the countries can become a major factor for integrating those countries with each other. With cross – border trade it is targeted that the needs of people living on both sides of the border will be met more effectively and efficiently compared to the rest of the two countries by stimulating the economy. 
Increasing trade may encourage the countries to specialize. Thus, each country manufactures at its own specialty and imports its needs from a leading expert country at other areas.

The uneven distribution of mineral resources can be an important factor for the countries that don’t have any or enough mineral resources with the countries having excessive mineral resources. A similar development has been experienced in Turkey. In the 1970’s, because of the difficulties that occurred in the global economy has made it difficult to find oil for Turkey   ( a country which can’t have enough oil resources for its own consumption ). Turkey, wanting to solve this issue by importing oil from its border neighbor country Iran in the context of cross – border trade was officially starting cross  - border trade
. In addition to meeting the increasing oil demand, it is aimed to stimulate the economy in the Eastern and Southeastern Anatolia where the terrorism has increased after 1980’s. 
THE CONVERGENCE EFFECT OF INTERNATIONAL TRADE

Globalization, which gained momentum after the end of World War II in 1945, entered a new phase in 1991 after the collapse of USSR. After the World War II, the winning party remained uncertain. European countries that did want to experience the same or similar brutality again found the cure at increasing convergence with each other by trade. Increased international trade also increased economic and political integration between European countries.

This association of European countries in the same region with similar cultural and social structures throughout the history became the European Union, which set a good example to the world
. Interstate relations between European Countries were able to start and continue easier because of the similar cultures and social structures. Delegation of global leadership to USA in the second half of the 20th century and the increasing prevalence of RUSSIA with CHINA to the global stage since the beginning of the 21sr century have been decisive factors to European countries integrating with each other for to get back their strength. Those European countries converging with each other to get back their strength could not prevent new actors appearing on the global stage. The advanced technology has improved the transportation possibilities in recent decades, following these developments the developing countries with cheap labor costs and unsaturated markets started taking a big share of global trade
.
The global trade mainly took place between US and Europe since the end of the Second World War turned to be between US and Asia since the beginning of the 21th century
. The basic components of this gradual change are the logistics infrastructure work of developing countries bringing different parts in the same logistics partnerships
 and using the current logistics systems more efficiently and effectively by both parties involved
. 
As seen in the EU example, countries doing business with each other are not engaged in combat. Common economic purposes are turning to common political purposes and facilitating the resolution of disagreements between countries
. Developed and developing countries are facilitating the trade among themselves and in the global arena by

a ) improving physical infrastructure including ports, airports and highways

b ) improving customs and cross – border trade procedures

c ) standardized business procedures, including extensive use of information technology

Treaties signed between countries are not sufficient to increase the international trade started by the cross – border trade countries. Countries must pursue appropriate policies including their national legislations and technical / physical possibilities with each other
, 
. The point noted here that the work of reconciliation works are limited not only by a country but include all the countries that signed the treaty. As a result of these developments cross – border trade is done with less formality and less capital compared with the international trade. 
TABLE 1 : Border Gates and border provinces for cross – border trade 
	BORDER GATE
	THE PROVINCE
	COUNTRIES

	Gürbulak
	Ağrı
	Iran

	Türkgözü (Posof)
	Ardahan
	Georgia and other member states of Commonwealth of Independent States ( CIS )

	Sarp
	Artvin
	Georgia and other member states of Commonwealth of Independent States ( CIS ) 

	Karkamış
	Gaziantep
	Syria

	Esendere
	Hakkari
	Iran

	Cilvegözü
	Hatay
	Syria

	Dilucu
	Iğdır 
	Nakhichevan

	Öncüpınar
	Kilis
	Syria

	Nusaybin
	Mardin
	Syria

	Akçakale
	Şanlıurfa
	Syria

	Habur
	Şırnak
	Iraqi

	Kapıköy
	Van
	Iraqi


Resource: Ertürk ERDAL YAKUP, Deniz AHMET, Ağırkaya BATU MELAHAT, “Bölgeler arasındaki Dengesizliklerin Giderilmesinde Güçlü Bir Dış Ticaret Aracı: Sınır Ticareti”, Iğdır Üniversitesi Fen Bilimleri Enstitüsü Dergisi, 2013, 3 (4), pg:79-88 

The total length of the land border, as seen from the table above, is 2949 km ( State Hydraulic Works – 2015 ) long and border-crossing gates is not less for Turkey. Geographic location located between two continents and the developments in the world conjuncture in recent years have increased the number of Turkey’s borders. For example Georgia, Armenia and Nakhichevan gaining their independence after the collapse of USSR have become Turkey’s new borders. 

Developing their own logistics infrastructures for countries wanting to get involved more in global trade can be an important competitive advantage. The cooperation in logistics but particularly in transportation between the countries having the same borders may increase cross – border trade and international trade. There is a direct relation between, the quality of transportation corridors that have been created between the bordering countries and their participation to global trade
, 
. The physical easiness ensured by the cooperation including transportation, customs and so on can be important for increasing trade but can not be sufficient.

PURPOSE OF THE STUDY

Countries started to establish partnerships with other countries to increase their level of development in today’s globalized world. Countries, like companies, understood that they are not alone in the global arena and began to act accordingly. Countries also have understood that, like companies, they must act together with other countries to continue their existence not to be successful beyond. 

The main objective of the study is how a prescribed a course of trade being followed between Iran and Turkey, as expected, will be the primary transit corridor country to the world after Iran nuclear deal. Iran’s trade with its border country Turkey is handled as a benchmark for Iran integrating with the world. Trade and transportation operations by road between Turkey and Iran were examined for the period of 2010 – 2014. 

Relevant data, presented at the web sites of Turkish Statistical Institute (www.tuik.gov.tr) and the International Transporters’ Association (www.und.org.tr) were examined. Turkish Statistical Institute is an institution that kept a record of all activities that occur within Turkey due to the being official statistical institute of Republic of Turkey. The International Transporters’ Association, which is the largest and oldest private association in Turkey in the field of logistics, was included in the study.

The data presented in the web sites of Turkish Statistical Institute and The International Transporters’ Association was examined between 14/07/2015 – 14/01/2016. The volume of trade between Turkey and Iran and how the volume of trade has changed and improved between 14/07/2015 ( the date of signing the nuclear deal ) and 14/06/2016 were examined.

The research remained limited to be generalization for encompassing only a period of           6 months. It is quiet difficult to make any estimation for the next 10 years by encompassing only the last 6 months. Only the data presented in the web sites of Turkish Statistical Institute and The International Transporters’ Association were used in the study. Extensive research should be done to perform a wider measure of trade between the two countries.

FINDINGS OF THE STUDY

TABLE  2 : The 10 country of most import ( 1000 $ )

	NUMBER
	COUNTRY
	2014
	2013
	2012
	2011
	2010

	1
	RUSSIA
	25.288.597
	25.064.214

	26.625.286
	23.952.914
	21.600.641

	2
	CHINA
	   24.918.224

	24.685.885
	21.295.242
	21.693.336
	17.180.806

	3
	GERMANY
	22.369.476
	24.182.422
	21.400.614
	22.985.567
	17.549.112

	4
	USA
	12.727.567
	12.596.170
	14.130.546
	16.034.121
	12.318.745

	5
	ITALY
	12.055.972
	12.884.864
	13.344.468
	13.449.861
	10.139.888

	6
	IRAN
	9.833.390
	10.383.217
	11.994.779
	12.461.532
	7.645.008

	7
	FRANCE
	8.122.571
	8.079.840
	8.589.896
	9.229.558
	8.176.000

	8
	S.KOREA
	7.548.319
	6.088.318
	5.660.093
	6.298.483
	4.764.057

	9
	INDIA
	6.898.557
	6.367.791
	5.843.638
	6.498.651
	3.409.938

	10
	SPAIN
	6.075.843
	6.417.719
	6.023.625
	6.196.452
	4.840.062


Resource : www.tuik.gov.tr – 10/01/2016
The unbalanced distribution of natural resources on the earth and natural resource shortage of the countries are cited as the most import trade issues
. The trade volume between Turkey and Iran is held to set a good example in this respect. With its growing economy and development, Turkey is in urgent need of natural resources. Because of its dependency to oil and natural gas Turkey is resorting to its bordering neighbor Iran. Turkey is satisfying its natural resource need from Iran not in large amounts like Russia.
As can be seen from the table above Iran, ranked 6th among the top 10 countries in terms of Turkey’s imports in the last 5 year period between 2010 – 2014. With its oil resources of the worlds’ largest 4th and natural gas resources of the worlds’ largest country
. Iran may be a major supplier to meet Turkey’s energy needs. Even though Turkey’s imports showed a steady downward trend since 2011, the year that Turkey’s imports from Iran reached a peak, imports showed an increase of 25 percent during 2010 – 2014. It is within the bounds of possibility for Turkey, to meet its growing energy needs, to increase its imports from Iran after the possibility of Iranian oil and natural gas to meet with the world markets after Iranian nuclear deal.
TABLE  2 : The 10 country of most export ( 1000 $ )

	NUMBER
	COUNTRY
	2014
	2013
	2012
	2011
	2010

	1
	GERMANY
	15.147.423
	13.702.577
	13.124.375
	13.950.825
	11.479.066

	2
	IRAQ
	10.887.826
	11.948.905
	10.822.144
	8.310.130
	6.036.362

	3
	GREAT BRITAIN
	9.903.172
	8.785.124
	8.693.599
	8.151.430
	7.235.861

	4
	ITALY
	7.141.071
	6.718.355
	6.373.080
	7.851.480
	6.505.277

	5
	FRANCE
	6.464.243
	6.376.704
	6.198.536
	6.805.821
	6.054.499

	6
	USA
	6.341.841
	5.640.247
	5.604.230
	4.584.029
	3.762.919

	7
	RUSSIA
	5.943.014
	6.964.209
	6.680.777
	5.992.633
	4.628.153

	8
	SPAIN
	4.749.584
	4.334.196
	3.717.345
	3.917.559
	3.536.205

	9
	UNITED ARAB EMIRATES
	4.655.710
	4.965.630
	8.174.607
	3.706.654
	3.332.885

	10
	IRAN
	3.886.190
	4.192.511
	9.921.602
	3.589.635
	3.044.177


Resource : www.tuik.gov.tr – 10/01/2016
As shown in the table above, Iran ranked 10th among the top 10 countries in terms of Turkey’s exports in the last 5 year period between 2010 – 2014. In 2012, Turkey’s exports to Iran reached a peak with a value of 9,9 billion $. Turkey’s rate of exports meeting imports between 2010 – 2014 period stood averagely at % 61,46
. ). In the same 5 year period between 2010 – 2014, Turkey’s rate of exports meeting imports with Iran stood averagely at % 47, which is below 14 points with Turkey’s rate of exports meeting imports generally. It is understood that Turkey is providing its energy needs mostly importing from Iran but Turkey can’t exporting to Iran at a desired rate. The gradual removing of sanctions imposed on Iran with Iran nuclear deal
 can also bring the possibility of Turkey increasing its exports to Iran.

TABLE  3 : The export transportation of Turkish vehicles according to the country of destination
	HOST COUNTRY
	2010
	2011
	2012
	2013
	2014
	2015

	IRAN
	23.872
	33.080
	31.035
	22.596
	33.585
	38.669


Resource : www.und.org.tr – 14/01/2016
Turkey’s religious and cultural similarities with its bordering neighbor Iran have made foreign trade easier for both countries. Turkey is meeting its oil and natural gas needs from Iran and exporting agricultural commodities and industrial goods to Iran
. Turkey’s export to Iran by land during 2010 – 2015 increased by % 61,98 . This rate of increase may be explained by Turkey’s export rate of increase to Iran in the same period. The value of agricultural products remains at a lower rate compared to the oil and natural gas. There are opportunities for land transportation in agriculture commodities and industrial products but you must use maritime transportation and pipelines for oil and natural gas transportation. 
Turkey’s rate of exports meeting imports with Iran stood averagely at % 47 between the period from 2010 – 2014, while there is an upward trend in road export transportation from Turkey to Iran. The land export transportation from Turkey to Iran has increased % 61,98 from 23.872 in 2010 to 38.669 in 2015. Turkey’s exports to Iran have increased % 27,65 from 3,044,177,000 billion $s in 2010 to 3,886,190,000 billion $s in 2014. The increase rate of Turkish total exports to Iran are below the increase rate of Turkish exports to Iran by land. The reason for the below increase between Turkey’s exports to Iran and Turkey’s land export transportation to Iran may be explained by an increase of carrying export goods from Turkey to Iran with other transportation lines or by a decrease in the value of Turkish exports while there is an increase in the amount of exports to Iran. If Turkey wants to increase its market share in Iran, which will integrate further after the nuclear deal, must specialize in high quality products to export.
TABLE  4 : The export transportation of foreign vehicles according to the country of destination
	HOST COUNTRY
	2010
	2011
	2012
	2013
	2014
	 2015

	İRAN
	21.558
	25.275
	33.520
	33.850
	32.233
	31.204


Resource : www.und.org.tr – 11/01/2016
Export shipments of vehicles, registered as foreign companies, to Iran, which has a 454 km long border with Turkey, are increasing too. The number of export transportations increased % 44,74 from 21.558 in 2010 to 31.204 in 2015. Foreign vehicles export transportation to Iran by land showed limited rate of increase between 2010 - 2015. The total export information of Turkey in 2015 to Iran was not declared by Turkish Statistical Institute at the end of this study ( the study took place from 14/07/2015 to 14/01/2016 ). Due to the lack of information, it is impossible to compare Turkish transportation companies with foreign transportation companies in land export transportation from Turkey to Iran.

TABLE 5 :  Import transportation of Turkish vehicles according to the border gates and loading countris
	LOADING COUNTRY
	2010
	2011
	2012
	2013
	2014
	2015

	IRAN
	6.305
	8.882
	9.039
	11.970
	19.781
	16.326


Resource : www.und.org.tr – 12/01/2016
Total number of freights of land transport vehicles belonging to Turkish companies from Iran to Turkey have increased % 158,9 from 6.305 in 2010 to 16.326 in 2015. Turkey’s import from Iran has increased % 28,62 from 7,645,008,000 billion $s in 2010 to 9,833,390,000 billion $s in 2014. The rate of increase of imports by land transport from Iran stood approximately % 18 of the increase in imports from Iran. Turkey’s mainly imports in oil and natural gas from Iran, which has the 4th largest oil reserves and the largest natural gas reserves in the world, are being transported by other transport services except land.

The mainly reasons why border countries approach to trade are the geographical proximity, the similarity of ethnic and cultural characteristics and to avoid the cost of transportation due to geographical proximity 
. The impact of similar ethnic and cultural characteristics is felt in the trade between Turkey and Iran. Although Iran has adopted a different political system from Turkey with the revolution that took place in 1979, the two neighbor countries have been trading with each other throughout history. The similar cultural structures of Azerbaijani Turks living in Iran with Anatolian Turks can be effective at this trade.

TABLE 6 : Import transportation of foreign vehicles according to the border gates and loading countries
	LOADING COUNTRY
	2010
	2011
	2012
	2013
	2014
	2015

	IRAN
	16.004
	17.584
	28.339
	37.981
	33.953
	32.507


Resource : www.und.org.tr – 13/01/2016
The total number of import freights of foreign road transportation companies from Iran to Turkey has increased % 103,11 from 16.004 in 2010 to 32.507 in 2015. The growth rate of import freights from Iran of foreign company vehicles is approximately half of the  growth rate of import freights from Iran of Turkish company vehicles. Turkish companies have a bigger market share at import freights from Iran.
TABLE 7 :  Transit vehicles passing through Turkey according to their country
	VEHICLE COUNTRY
	2012
	2013
	2014
	2015

	IRAN
	25.957
	32.601
	28.807
	28.059


Resource : www.und.org.tr – 13/01/2016
In the 4-year period between 2012 and 2015 an increase has been realized as % 8,09 by Iranian companies engaged in land transportation in using Turkey as a transit country. The foreign trade between Turkey and Iran showed a decrease of % 37,44 from 21,9 billion $s in 2012 to 13,7 billion $s in 2014 at the same period. Besides the decreasing foreign trade between the two countries the usage of Turkey as a transit country by Iranian land transport companies have increased.

TABLE 8 :  Empty vehicles entering Turkey according to their country
	VEHICLE COUNTRY
	2012
	2013
	2014
	2015

	IRAN
	19.754
	18.930
	16.591
	15.504


Resource : www.und.org.tr – 13/01/2016
The total number of empty freights from Iran to Turkey by Iranian companies have decreased % 1621,51 from 19.754 in 2012 to 15.504 in 2015. Transportation of Turkey’s mainly import goods of oil and natural gas from Iran except land transportation may be the main reason of this decrease. 

CONCLUSION

Iran is among the top 10 trade partners for Turkey according to the foreign trade volume between the two countries in the period 2010 – 2014. At this point Turkey’s growing need for oil and natural gas has been decisive. 

Iran nuclear deal is forecasted to be higher for the 21st. century because of its large oil and natural gas resources. With large oil and natural gas resources, which are indispensable for daily activities of ordinary people, the impact of Iran’s integration with the world can’t be underestimated.

With its geographical proximity and cultural similarities, Turkey may be a transit country for Iran. Iran has the most valuable goods for Western countries but it doesn’t have almost anything for daily activities of its nation compared with Western countries.
The increase of road transportation from Turkey to Iran, by Turkish or foreign companies, between 2010 and 2014 can be seen from the numbers. Turkey can play a critical role for Iran with the world’s largest oil and natural gas resources but having nothing more than oil and natural gas for supplying its urgent needs at every field. Turkish companies may gain acceleration by supplying the needs of 80 million Iranians when Iran market opens
. 
There is also an increase at land transportation from Iran to Turkey by Turkish and foreign companies. Mineral fuels, copper, copperware, plastic and plastic goods are the main import articles for Turkey from Iran
, 
. Due to the characteristics of the products tanks and pipelines are mainly used for oil and natural gas transportation while other transportation services may also be used for transporting Turkey’s main import articles from Iran can be among the reasons for this increase.

It is impossible for Turkey to be unaffected by this huge challenge happening at its border neighbor. Turkey must coordinate with its neighboring countries if it wants to affect the 21th. century.  Turkey must follow peaceful policies with its neighboring countries and should pay attention to the characteristics of the geopolitics of its region. Turkey can find a place for itself between the core countries if it utilizes this opportunity.
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