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Turkey ponders whether Iran is economic partner or rival
Thomas Seibert

Istanbul

S 

ome are rubbing their 
hands in anticipation, oth-
ers are concerned about 
an emerging rival but what 
Turkish business leaders 

and politicians agree on is that eco-
nomic relations with Iran are in for 
a massive change.

Iranian President Hassan Rohani 
has said his country needs up to 
$50 billion in foreign investment a 
year if it wants to reach its aim of 
8% annual economic growth after 
the removal of international sanc-
tions following the deal on Teh-
ran’s nuclear programme.

As a neighbour with an $800 bil-
lion economy and a strong export 
industry that ships everything 
from high-standard washing ma-
chines to modern cars and televi-
sion sets, Turkey can expect to be 
among the biggest beneficiaries of 
the expected Iranian boom.

“As Turkey is like an entrance 
door for Iranian goods on the way 
to Europe and Iran is like a door for 
Turkish products on their way to 
Central Asia, Iran and Turkey can 
be good trading partners for each 
other,” Eyup Bartik, head of the 
Chamber of Trade and Industry in 
the south-eastern Turkish city of 
Gaziantep, said after a visit to Teh-
ran.

Bartik put potential bilateral 
trade between Turkey and Iran 
at $35 billion a year, almost three 
times the current volume. The 
government in Ankara aims for $30 
billion in 2023. Turkey’s export-
ers, as well as the construction and 
the steel industries, are in a good 

position to provide goods and ex-
pertise for a country that wants to 
catch up with the rest of the world 
after being cut off from much of 
the international trade for many 
years.

Turkey’s car industry, which ac-
counted for $22 billion in exports 
in 2015, could use its advanced 
manufacturing techniques to enter 
the Iranian market.

Turkish companies could hope 
for many contracts in a short time 
period, Mehmet Dudaroglu, the 
chairman of the Turkish auto parts 
manufacturing association TAY-
SAD, said in January. He said up to 
2 million cars would be sold in Iran 
and the need for spare parts would 
rise. He also noted that many Irani-
ans speak Turkish.

But Iran’s economic awakening 
is not a chance just for Turkish 

companies hoping to widen export 
markets. The Turks are not the only 
ones out to secure plum business 
deals and establish themselves in 
what could be a huge market in a 
country of 77 million people that 
sits on some of the world’s richest 
oil and gas reserves.

During a recent European visit 
by Rohani, Italian and French 
companies signed contracts worth 
tens of billions of dollars with Ira-
nian counterparts. Deals in Italy 
amounted to $18 billion, while 
aeroplane manufacturer Airbus 
won Iran’s agreement to buy 118 
jets worth $27 billion, including a 
dozen A380 super-jumbo jets.

Rohani’s shopping trip demon-
strated to the international com-
munity that Iran is open for busi-
ness. The International Monetary 
Fund expects Iran’s economy to 

expand 4.3% in 2016, with growth 
at or more than 4% in the follow-
ing two years. It also sees Iran’s im-
ports expanding 18% in 2016, 14% 
in 2017 and 7% in 2018.

“Iran would always prefer Tur-
key but they are entering a period 
where they will evaluate numer-
ous alternatives,” Bilgin Aygul, 
president of Turkey’s Foreign Eco-
nomic Relations Board (DEIK) and 
head of the Turkish-Iranian Busi-
ness Council, told the Hurriyet Dai-
ly News, an English-language daily 

in Turkey. “They want cooperation 
but they want to do the same with 
the Europeans, too.”

European countries, as well as 
Japan and China, sent large trade 
delegations to Iran, Aygul added. 
In contrast, Turkey had lost time 
with two general elections in 2015. 
“We have to catch up now and start 
moving faster,” Aygul said.

Economic rivalry by Europeans 
and others is not the only problem 
for Turkey. Aygul said political dif-
ferences between Ankara and 
Tehran, which follow contrast-
ing agendas in the Syrian conflict, 
could affect economic relations.

Potential competition from 
within Iran itself is another con-
cern. With its large population and 
a well-educated workforce, Iran 
could become a rival to Turkey, 
which has the biggest and most ad-
vanced economy in the region.

At the moment, Iran is no match 
for Turkey when it comes to for-
eign investment. Turkey attracted 
more than $12 billion in direct for-
eign investment in 2014; Iran just 
$2 billion. Turkish Economy Min-
ister Mustafa Elitas told Reuters 
that this was unlikely to change as 
foreign investors preferred demo-
cratic countries.

But the minister admitted that, 
further down the road, Iran could 
become a force to be reckoned 
with. “If Iran advances with its 
economy, then they could become 
a rival,” he said.

Dudaroglu also said state incen-
tives for Iran’s industries as well 
as lower costs could turn Iran into 
a competitor. Namik Ekinci, the 
head of the Turkish Steel Exporters 
Association, said Iranians had “the 
potential to export some of what 
they produce and could compete 
with Turkish steel”.

Cement producers are also wary. 
“The input with the highest cost 
is energy and energy is cheap in 
Iran,” Reuters quoted a senior of-
ficer at a major Turkish cement 
producer as saying. “There’s tough 
competition ahead.”

Turkcell is looking for acquisition opportunities to expand regionally and Iran could be a target
market.

Turkey can expect to 
be among the 
biggest beneficiaries 
of the expected 
Iranian boom.

Saudi reactions mixed over fuel hikes
Rob L. Wagner

Jeddah

I 

rfan Mohammed stared at the 
pump at a petrol station as the 
cost to fill the tank of his 2001 
Toyota Camry rose steadily to 
about $8.70.

“I guess that’s one less sandwich 
for lunch today,” said Mohammed, 
a mid-level manager for a food ven-
dor as he sat in his car on the Mec-
ca-Jeddah Highway about 20km 
south of Jeddah. Mohammed, who 
drives all day, six days a week for 
his job, was joking. Still, he admit-
ted to some anxiety that the cost of 
driving his own car for his compa-
ny comes out of his pocket.

Before the Saudi government 
raised petrol prices by as much as 
100% in December, Mohammed 
rarely paid more than $5 to top off 
the fuel tank of his car. He calcu-
lated that an additional $75-$85 
would come out of his pocket each 
month. “It adds up,” he said.

Petrol prices rose to 20 US cents 
from 12 cents per litre for regular 
grade fuel and 24 cents from 12 
cents for premium grade. Water 
and electricity price rises became 
effective on January 11th. The price 
increases were the first wave of 
economic reforms the Saudi gov-
ernment is scheduling to boost rev-
enues to try to close a $98 billion 
budget deficit.

A steep decline in revenue as 
crude oil prices fell as low as $31 
per barrel prompted the Saudi 
government to implement austere 
economic measures to generate 
revenue and educate citizens that 
government spending must be 
curbed.

The increases at the pump were 
met with mixed reactions from the 
public, ranging from outrage to res-
ignation as the government signals 
that the era of subsidies and enti-
tlements is ending.

Economists caution that the ef-
fect of the fuel price hikes will not 
be apparent until late summer. The 
poor and small and medium-sized 
businesses will likely be affected 
the most.

Muhammad Naqvi, a driver for 
a women’s college with a long list 
of private female clients, said he 
drives 16 hours a day, often seven 
days a week. Unlike most drivers 
who own their vehicles — often 
economical Toyota Camrys — Naqvi 
drives a Toyota Fortuner SUV, with 
relatively poor fuel consumption. 
Often making multiple trips a day 
to Jeddah’s far-flung international 
airport terminal, it is not usual for 
Naqvi to fill his tank daily.

“I’m in real financial trouble,” he 
said. “I haven’t raised my rates for 
my private clients yet because they 
complain but eventually I will have 
no choice.”

Bill Farren-Price, chief executive 
officer of Petroleum Policy Intelli-
gence, a London-based global ener-
gy research company that focuses 
on the Middle East, said Saudi Ara-
bia’s poor will be hit the hardest.

“There will be an impact on the 
poorer elements of society,” Far-
ren-Price said. “There is not an al-
ternative to move around and not a 
great deal of public transport. They 
have no choice but to drive.”

Farren-Price said that perhaps of 
equal concern is the effect on Saudi 
Arabia’s inflation rate.

“The other issue will be raising 
some inflationary impact and it will 
be interesting to see how the Saudi 
economy will handle it,” he said.

Saudi Arabia averaged about 
a 2.76% inflation rate from 2000 
to December 2015, with a drop in 
December to 2.3%. Food prices 
averaged about a 1.4% increase 
year-on-year, and transportation 
inflation rates rose an average of 
1.3%, according to Trading Eco-
nomics, which provides economic 
data for 196 countries.

Saudi Arabia can expect to see 
overall inflation rise to at least 2.8% 
in 2016 and up to 3.5% in 2017, ac-
cording to the UN Consumer Price 
Inflation Forecast. 

The International Monetary 
Fund forecast is a little more op-
timistic, pegging the kingdom’s 
2016 inflation rate at 2.33%, rising 
to 2.85% in 2017 and 2.89% in 2018. 
However, the projections were 
made before the fuel price increase 
announcement.

Turki H. Fadaak, research and 
advisory manager for Al-Bilad In-
vestment Company, noted the ef-
fects of higher fuel prices spur-
ring inflation may not be as great 
as some consumers anticipate and 
current predictions may remain 
unchanged.

“The increase in fuel rates will 
not show any impact soon but we 
can expect sometime in the future 
that it might affect prices of goods 

and services,” Fadaak said. “How-
ever, the decrease in the prices of 
(imported) international goods due 
to the (US) Federal Reserve raising 
the interest rates will make up for 
any negative effect.”

Saudis are taking the slow ap-
proach to dealing with the budget 
shortfall and looking for long-term 
solutions. Limiting oil production 
may not be a practical option for 

Saudi Arabia as a means to boost oil 
prices to increase revenue.

“If Saudi Arabia and [the Organi-
sation of the Petroleum Exporting 
Countries] limit oil production we 
will see sustained higher oil prices 
but a long-term decline in the mar-
ket share,” Farren-Price said.

Rob L. Wagner is an Arab Weekly 
contributor based in Saudi Arabia.

A Saudi woman counts banknotes in Riyadh.

A steep decline in 
revenue as crude oil 
prices fell as low as 
$31 per barrel 
prompted the Saudi 
government to 
implement austere 
economic measures.

Political differences 
between Ankara and 
Tehran could 
affect economic 
relations.


