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FORMALITIES

FOREWORD FROM
INNOVATION NORWAY

International Business allows students from three different 
Norwegian universities gain valuable experience from using 
their total knowledge and network in working with market 
related topics over some months. Being involved with these 
groups of students since the beginning more than 30 years ago, 
and witnessing the quality of the market reports presented, 
Innovation Norway stands as a proud partner of the program.

The future prospects for the oil and gas industry may look 
challenging, and as a consequence, Norway needs to look for 
increased business and export opportunities also in other 
sectors. And there are many areas where Norway can make 
use of the best technologies and experience available. In close 
cooperation with academia and research institutions, Norwegian 
companies are in a unique position to contribute to solving 
some of the world’s major challenges expressed, among other 
places, through the UN Sustainable Development Goals. Norway 
is positioned to offer sustainable business solutions in areas like 
clean energy, sustainable transportation, safe and nutritional 
food, and good health services for an ageing population, to 
mention some.

This year’s project under International Business has its focus on 
Iran. And probably, the timing couldn’t have been better. The 
Middle East stands as a relative turbulent region, stability wise. 
And Iran is important in this context. Most International sanctions 
imposed in 2011 on companies doing business with Iran, were 
lifted in January 2016 as a result of the “Joint Comprehensive 
Plan of Action”, the JCPOA or just known as “the Iran nuclear 
deal”. Iran was then the largest market that had been opened in 
over a decade and provided great opportunities in most sectors 
of its economy. Iran, with a long and proud history and with a 
population of more than 80 million well educated people, was 
from then “open for business” and many Norwegian companies 
quickly put their eyes on this promising market. And they were 
well received. Bilateral trade between Iran and Norway has 
increased sharply since the lifting of sanctions. However, the 
total volume of trade is still relatively modest and does not yet 
reflect the true potential.

Nothing is, however, considered straight forward when it comes 
to doing International business. So is the case also when it comes 
to Iran. During the period this market report was prepared, 
International relations have changed and Iran is once again a 
subject to possible sanctions as the US has decided to withdraw 
from the JCPOA, whilst other parties in the deal have decided 
to stay true to the agreement and thus, trying to negotiate a 
revised agreement without the involvement of the US. 
 

The Norwegian government fully supports the JCPOA and is 
working closely with the EU to find solutions for European 
businesses. Although the US withdrawal from the agreement 
undoubtedly will have a negative impact on doing business in 
Iran, how and for whom remains a question. What the next 
months will bring remains to see.  

Access to energy is important to any country that wants to 
develop. Iran is a major oil & gas nation in addition to being a 
relevant partner also for companies looking for opportunities 
within other business sectors like the renewable energy sector; 
in solar, hydroelectric or wind power production. The energy 
sector, shipping, maritime, aquaculture and seafood, to mention 
some, appear to be good matches for Norwegian businesses 
looking towards Iran. In addition, the automotive sector, Iran’s 
second largest industry, also stands out as interesting to Norway.
  
Through International Business, ambitious students get 
international, work-related experience. They learn leadership 
and improve their skills in project management and international 
cooperation. And through their market reports, like this one with 
focus on Iran, Norwegian businesses will have access to and gain 
from crucial market information. Therefore, Innovation Norway 
is very pleased to be a partner for International Business and its 
activities.

OLE JOHAN  
SANDVÆR 

— 
Regional Director  

Middle East & Africa, 
Innovation Norway
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FORMALITIES

FOREWORD FROM
PROJECT MANAGER

The main goal of International Business Project is this very report, 
where we aim to assist Norwegian businesses by researching 
and writing about international business opportunities. For 
the last twelve months, I have worked together with talented 
students from BI, NTNU, and NHH to accomplish this task. 
We have done our best to ensure we stay objective and 
respectful by approaching the matter academically. We carefully 
considered our sources, discussed controversial topics, and had 
both a designated editor and Innovation Norway quality control 
our work. We wanted to inform our readers about important 
topics, obstacles, and opportunities in Iran without choosing a 
political side. This has been quite a challenging task as there are 
a lot of opinions, perspectives, and consequences to take into 
consideration. As I’m sure you are aware, Iran is in the middle 
of a political turmoil with new major developments happening 
almost on a daily basis. Our team kept making edits to reflect 
the current changes, though at some point we had to make the 
decision to send our work over to quality control. I am sure by 
the time you read this, new developments have caused some 
segments to be outdated. However, the majority of the content 
in this report will still be highly informative, providing readers 
with a brief history of Iran, cultural knowledge, business insights, 
and industry analyses. In addition to the paper-copy, the report 
is also available digitally on our website: www.ib.no. 

International Business is a unique multidisciplinary project which 
brings students from three major schools together. Each year it 
gives participants the opportunity to develop communication 
and information gathering skills, and build networks between 
students and the business sector. We gained a lot of valuable 
experiences working together, many of which will be highly 
relevant for our future careers. But most importantly, sharing 
these experiences made us all become great friends. I wish to 
thank the highly motivated members of the team for spending 
many nights and weekends over the past year working on this 
project. You’ve all been incredible. 

As a non-profit student project, we are highly dependent on 
external funding to cover the expenses related to our work. 
When we applied for International Business Project, we knew 
Iran would be a controversial country to write about. The U.S. 
had recently elected Donald Trump as their president, the 
elections in Iran happened as we were writing our report, and 
the outcome of the Iran nuclear deal was still in jeopardy. There 
were several occasions where we considered ending the project 
for the first time in 34 years due to a lack of funding and support, 
which is why I can not thank our partners enough for believing 
in us. Your support allowed the project to continue, and next 
years team has now begun the same exciting journey we have 

SHAHAB SABET  
— 

Project Manager

been through, marking the 35th year of International Business.
We hope you continue to see the value of supporting projects
such as this. Iran is an amazing country with great potential,
and it deserves our full attention. As you will read in our report,
the sanctions Iran are currently under makes it challenging
for companies to attempt any business ventures in the
country. However, the conclusion of the Joint Comprehensive
Plan of Action (JCPA) deal is rapidly coming to an end, and it
will be interesting to see what the resolution will be. I was
quite optimistic one year ago, but I am less so today. The re-
lationship between Iran and U.S. was quite fragile, and a lot of 
effort had been put into building mutual trust between 
the countries. With president Donald Trump pulling out of the 
JCPA, this trust was breached, and I don't expect Iran to 
accept new proposals made by the U.S. anytime soon.
Though president of Iran, Hassan Rouhani and the EU will 
continue to search for a new solution, most businesses will 
consider Iran a high risk country with the U.S. sanctions in 
effect. Until a new solution has been reached and the U.S. 
sanctions removed, businesses will look for opportunities 
where the risk is of business is significantly lower.

Without further delay, I’m proud to present to you our results,
the International Business Report for Iran 2017/2018



INTERNATIONAL BUSINESS   |  10

2

Introduction



INTERNATIONAL BUSINESS   |  11

INTRODUCTION

ABOUT 
INTERNATIONAL BUSINESS

EXPLORING INTERNATIONAL
MARKET OPPORTUNITIES

International Business project is an 
annual non-profit project carried out by 
a group of twelve students attending 
the Norwegian University of Science and 
Technology (NTNU), the Norwegian School 
of Economics (NHH) and BI Norwegian 
Business School (BI), founded and 
supported by Innovation Norway since 
1984.

Innovation Norway works an instrument 
for the Norwegian Government to 
support innovation and development of 
Norwegian enterprises and industry. The 
International Business project was initiated 
in 1984 by Innovation Norway with the 
purpose of exploring international market 
opportunities for Norwegian companies. 
Since inception, teams of 12 students 
have been recruited annually to carry out 
research on different markets.

Our Mission
The main purpose of the IB project is to 
explore and define market opportunities 
for Norwegian companies in foreign 
countries. Our research uncovers 
distinctive market opportunities and seeks 
to develop understanding and awareness 
of cultural discrepancies that may occur 
in interactions with foreign markets 
and business culture. The project’s final 
product is this extensive report, which 
delves into the opportunities available 
to Norwegian companies interested in 
establishing a foothold in Iran. Interviews 
with experts and analysis of secondary 
data is supplemented with on-the-ground 
interviews with key Iranian companies. 
Please see the contacts page in the back 
of the report if you should have any 
questions about the content or the project 
in general. 
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INTRODUCTION

IRAN

Facts
Capital: Tehran
Region: Middle East
Currency: Iranian Rial (IRR)
Government: Islamic Republic

Population: 82,800,000
Language: Persian
Religion: Islam
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History 
Iran is a home to one of the oldest civilizations of the world with 
7,000 years history. In fact, the Achaemenid Empire (550–330 
BC), founded by Cyrus the Great, stretched into three continents 
including the Balkans, North Africa and Central Asia with a capital 
in Persepolis (Sacks, Murray, & Brody, 2005). Among other 
notable historical developments in Iran is a Muslim invasion by 
Arabs in 7th century which lead to spread of Islam in the region. 
Despite invasion by Arabs, Persia, its language, and culture has 
never been arabized. Complemented with Islamic influence, 
Persia formed a new Muslim civilization, which emerged into 
what is known today as “Islamic Golden Age” period. Iranians 
are incredibly proud of this period of their history, where the 
world was introduced to the most important contributions 
towards science, technology and medicine by Persian scholars 
and scientists. Its modern history is characterized by the change 
of name from Persia to Iran in 1935, initiated by Reza Shah 
(Yarshater, 1989). Lastly, in 1979, Iranians overthrew their royal 
family, which led to establishment of the modern-day Islamic 
Republic of Iran with its theocratic system of government.   

Capital
The capital of Iran is Tehran, which is the largest, most populous 
city with 8.2 million living in the city and 15 million in the 
metropolitan area. Tehran is a major economic and political hub 
of Iran, where 45% of industrial firms are located and also all 
major government institutions. Overconcentration of economic 
activity makes Tehran’s pollution levels a serious health concern 
for its residents. Among other largest cities are Mashhad and 
Esfahan, which are considered tourist hubs. Karaj is a major 
industrial city, where many middle-class migrants from Tehran 
reside today. 

Language
Iran is very diverse country, with several ethnic and linguistic 
groups, including Persians, Azeris, Kurds, Arabs, and others. The 
most commonly-spoken language is Persian, which is the official 
language of Iran, whereas Azeri Turkish is the second language, 
followed by Kurdish, Mazendarani, Lurish, and Kurdish Arabic. 
English is rarely spoken outside a major tourist hubs. EF English 
proficiency index puts Iran on 61st place out of 70 countries, 
ranking it as a country with very low proficiency (Education First, 
2017). International businesses should not take for granted that 
their local partners will be proficient in English and should be 
prepared to have a local interpreter. 

Currency
The Iranian rial (IRR) is the country’s currency, but almost 
everyone in Iran commonly expresses amounts of money and 
prices in ”tomans”. Although the prices of goods in stores are 
written in rials, people would refer to it in “tomans”. One toman 
is equal to 10 rials. Following western sanctions, the Iranian rial 
was devalued by half relative to the US dollar, and further hit a 
historic low following the election of Trump. During the last 10 
years, Iranians have suffered economically as the value of rial 
has fallen by 450% compared to the US dollar. As of November 
2017, 1 Norwegian krone is worth 4288 rials or 428 tomans. 

Climate
Iran has a diverse climate ranging from mediterranean and 
semi-arid along the Caspian coast, to the hot desert climate in 
the coastal region by Persian gulf. in the northern part of the 
country, temperatures rarely fall below freezing, and summer 
temperatures rarely exceed 29°C, whereas to the west, certain 
territories can experience severe winters with below zero 
average daily temperatures and heavy snowfall (Nagarajan, 
2010). Contrary to that, the southern coastal territories have 
mild winters and very hot and humid summers. 
In the new IPC system, the contractor will be present through all 
phases of exploration, development and production, whereas 
the previous system did not allow for the contractor to be present 
during production. IPCs are valid 20-25 years, giving investors 
adequate time to make a sizeable return on their investments. 
Another important aspect of the IPC is that international 
investors are required to work with local contractors, selected 
by the Iranian government.

Challenges
Future development of Iran’s oil and gas fields relies heavily 
on economic and political stability and may be affected by the 
growing tension between Iranian leaders and US leadership. 
There is a major risk associated with the fact that the United 
States has threatened to reinforce trading sanctions if 
Iranian obligations in the nuclear agreement are not fulfilled. 
Furthermore, as for all Iranian business sectors, there is a 
substantial risk associated with the country’s financial system. 
For more information on this, please read the separate section 
of Iran’s financial system. 

GENERAL COUNTRY 
INFORMATION
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Youth
Iran’s population increased rapidly during the last century, 
reaching 82 million as of July 2017.  More than half of Iran’s 
population are under 30 years old, meaning that the country 
has a huge youth population. Iranian youth is tech savvy, highly 
educated and have huge potential to benefit the economy, if 
government utilizes them well. Given that, Iran’s labour market 
requires special attention to ensure that the large cohort of 
young Iranians, who reach working age over the next decade, 
will be able to find gainful employment.

Urban population
Iran has one of the fastest-growing urban populations. In 1960, 
34% of the country’s population livied in urban areas,whereas 
74% of the population lives in urban areas in 2017 (World Bank). 
With three-quarters of the population living in cities, Iran is 
ahead of several European nations, including Italy, Portugal and 
Austria and almost at same level as Norway, where 80% live in 
urban areas. Many experts consider Iran’s urbanized population 
a core strength that should attract more investment, although 
experts also admit that those urban locations would require 
heavy investment.

DEMOGRAPHICS

There are eight cities with a population over one million in Iran, 
with the capital Tehran having 8.8 million. This makes Tehran 
most populous city in West Asia and the second-most populous 
metropolitan area with 15 million in Middle East. Other large 
cities include Mashhad, that has a 3.3 million, followed by 
Isfahan with 2.2 million, and Shiraz (1.8 million). 

Refugee population
It is worth mentioning that Iran hosts one of the largest refugee 
populations in the world, with one million refugees, mainly from 
Afghanistan (80% of refugees) followed by Iraq (10%).This is a 
significant economic cost for a country which itself faces many 
socioeconomic challenges. 
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Iran is a country made up of several ethnic groups, 
each with their own proud culture. Persians 
constitute the largest ethnic group, making up 61% 
of the Iranian population. The second largest ethnic 
group are the Azeris, a Turkic group living mainly 
in the Iranian Azerbaijan located in the northwest. 
Turkic groups constitute a substantial minority of 
about 15-24% of the population. The third largest 
ethnic group also worth mentioning are the Kurds, 
constituting about 10% of the population. The Kurds 
are primarily located in the west along the border 
between Turkey and Iraq. 

Culture and customs
Persian culture is one of the oldest in the world, with a rich 
history of art, literature, architecture, and cuisine. Poetry and 
storytelling has always been a vital part of Persian culture, and 
still has a heavy influence on modern Iranian films and music. 
One tradition that sets Iran apart from most other middle 
eastern countries is the Persian cuisine, which is quite distinct 
from Arabic cuisine in flavour. Though similar in that dishes are 
a combination of rice and meat, the cuisine is often far less spicy, 
using more herbs and fruits, occasionally with distinct flavoring 
using saffron or dried lime.  

Iranians have a handful of customs and traditions, and being 
respectful and hospitable towards others is part of their core 
culture, with roots in persian diplomacy and princely courts. 
A very confusing custom for foreigners is what is known as 
“Taarof”. Taarof is a generous act of offering something, often 
insisting several times for the sake of being polite, without 
actually intending to follow up on the offer. It is customary to 
refuse the offer several times before considering whether the 
offer is genuine or not. For example, if you’re in a taxi, the cab 
driver may at the end of the ride insist that there is no need to 
pay, and that the cab fare is free. In another example you might 
be invited to dinner, or experience other false invitations. This is 
simply an act of Taarof, and if you accept the offer, it would be 
considered rude. A rule of thumb is that only when something is 
insisted upon four times, can you humbly accept the offer. It is 
a very peculiar custom which can cause misunderstandings and 
awkward situations, even between Iranians.

One will encounter further formalities in the Iranian greeting 
etiquette, where age, sex, and status are important factors. Age 
is highly regarded in Iran, so one should attempt to greet the 
eldest first at social gatherings, as a sign of respect. In formal 
situations you should address people by their title and last 
name, and only shake hands with people of the same gender. 
It is also common to put your right hand on your chest with a 
small nod to show respect after a handshake or when formally 
greeting the opposite gender. 

CULTURE

Religion and Language
Iran is officially an Islamic republic, with the official religion 
mandated as being Shia Islam. Three minority religions 
are officially recognized and protected, these are Yarsanis, 
Zoroastrians, and Jews. These religions also have reserved seats 
in the Iranian parliament. Before the Arab conquest of Iran 
circa 640 AD, Zoroastrianism was the majority religion. Now 
the religion is primarily practiced by the Kurds living in Iran. 
Though Islam is the dominant religion in Iran, the government 
statistic of a 99% Muslim majority is likely inflated, as the Iranian 
government does not recognize the existence of non-religious 
Iranians.

The official language of Iran is Persian (farsi), though the exact 
number of how many speak the official language is unknown. 
The Iranian census of 2001 mentions that 68% of the population 
speaks Persian as their first language. 

Modern history
In 1979 there was a revolution that resulted in the world’s first 
Islamic state. Ayatollah Khomeini took power, banning western 
culture such as films, music, and books, and requiring that 
women should wear veils. Since then, Iran has been regarded 
by the west with suspicion, and political relations have been 
turbulent. Though the government of Iran continues to be 
conservative, Iranian citizens seem to be moving in a more liberal 
direction. Western tourists traveling to Iran often experience the 
hospitable and welcoming culture of its citizens. In 2013, Hassan 
Rouhani, the most liberal candidate of the election, was voted 
to become the president of Iran. During his presidency Rouhani 
made an effort to improve the political relation between Iran 
and the west. When Iran made the nuclear deal in 2015 Rouhani 
hoped it would lead to an the end of the economic isolation. 
Iran did not experience the robust economic recovery that was 
expected, which has been a foundation for frustration among its 
citizens. Despite these results, Rouhani was once again elected 
as president in 2017 in hopes that a continued cooperation will 
improve the economic situation.

Calendar
Iran reverted back to the Solar Hijri (Persian) calendar after the 
islamic revolution in 1979. The calendar has twelve months and 
365 days, making it easily comparable to the Gregorian calendar. 
The starting point matches that of the Islamic calendar, but 
apart from that the two calendars are not related. The Solar Hijri 
year begins about the 21st of March of each Gregorian year. 
To convert to Solar Hijri, you subtract 621 or 622 years off the 
Gregorian calendar depending on whether the Solar Hijri year 
has or has not begun. From 21st of March 2017 to 20th of March 
2018 the year in Iran was 1396.

Every week begins on Saturday, and ends on Friday. Although 
Friday is the official weekend, many businesses are also closed 
on Thursdays. 
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POLITICS

Iran has a long history of strong geopolitical influence 
in the Middle East, alongside another major players, 
such as Saudi Arabia. The country formerly known 
as Persia has experienced numerous dynasties 
throughout its history, ending with the Islamic 
revolution in 1979. The country has since become a 
theocratic republic, where “all civil, penal, financial, 
economic, administrative, cultural, military, political, 
and other laws and regulations” [1] are based 
on Islamic criteria, as according to the Iranian 
constitution. Iran practices a semi-democratic 
system of government, wherein the candidates 
that run for the presidency are first vetted by the 
Guardian Council. This council consists of six jurists 
specialized in different areas of law, nominated by 
the Head of Judiciary, and six experts in Islamic law, 
selected by the Supreme Leader of Iran.

The Islamic Revolution
A Shia cleric by the name of Ayatollah Ruhollah Khomeini began 
his opposition to the Iranian shah in 1963. He feared the shah 
was westernizing Iran, and leading the country towards a path 
that would destroy Islamic values and culture. At the same 
time, the distribution of wealth in Iran was severely skewed, 
leaving many citizens unhappy and looking for change. This 
caused Khomeini’s movement to gain large support. Khomeini’s 
movement caused major demonstrations and riots. At its worst, 
these riots resulted in 15,000 deaths from police gunfire, and 
the arrest and exile of Ayatollah Khomeini in 1964. Khomeini 
continued his fight against the regime from exile for 15 years 
until the Islamic revolution in 1979 allowed him to return and 
overthrow the last shah of Iran, Mohammed Reza Pahlavi. 
After the government collapsed, Khomeini and his supporters 
managed to triumph over rival factions and come to power in 
1982. His party established the Islamic republic government 
which we know today. The anti-western views of this new 
government caused former allied countries such as USA and 
Israel to slowly cut their bonds.
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Political system
The Islamic Republic of Iran is a theocratic republic with a Shia 
Muslim Clergy. The country is a republic, and thus has elections 
where the public elects a president every fourth year. The 
Islamic Republic of Iran is, by Western standards, considered an 
authoritarian state, but by regional standards is democratic.

The Supreme Leader
The Supreme Leader of Iran, Ali Khamenei, is the head of state 
and both the highest ranking political and religious figure in Iran. 
He is the second Supreme leader and was chosen after the death 
of his predecessor, Ayatollah Khomeini, in 1989. The main job 
of the Supreme Leader is to be the commander-in-chief of the 
armed forces and to oversee all three branches of the state. The 
Supreme Leader does not interfere with day-to-day politics but 
focuses on foreign and general political direction. However, he 
does not have absolute power, as he needs a two-thirds majority 
in the parliament to impeach the president.

The Supreme Leader is supervised and appointed by the 
Assembly of Experts, comprising 86 members who are elected 
by the public every 8 years. The Supreme Leader then has the 
power to establish his Guardian Council, which consists of 12 
members. The Supreme Leader chooses 6 of the members, while 
the judiciary chooses the other 6 members. All 12 members of 
the Guardian Council need to be approved by the parliament. 
The Supreme Leader also needs to establish an Expediency 
Council. This council has the ultimate power over legislative 
disputes between parliament and the Guardian Council. 

The parliament of Iran consists of 290 members who are elected 
by popular vote every four years. The president of Iran is also 
elected every four years. The elected president then chooses his 
own cabinet, consisting of 22 members, who are then approved 
by the parliament. 
 
Modern Politics: Sanctions and embargoes
After the Islamic revolution, the United States has imposed 
increasingly strict trade embargoes and economic sanctions 

against Iran. The reasons have been varied, but the primary
reason has been to restrict Iran’s uranium enrichment program,
which might be used to develop nuclear weapons. Iran’s
nuclear activities have been a subject of investigation for more
countries than just the United States. The International Atomic
Energy Agency (IAEA) with 169 member states raised questions
regarding Iran’s non-compliance in suspending all enrichment-
related and reprocessing activities. The report caused the UN
Security council to begin imposing similar sanctions to that of
the U.S., beginning in 2006. These sanctions have had a se-
vere negative impact on Iran’s economy, and left China as 
Iran’s largest remaining trading partner.

The Joint Comprehensive Plan of Action
The Joint Comprehensive Plan of Action, commonly known as
the Iran Nuclear Deal, was an international agreement signed
by the P5+1 nations, the European Union and Iran, wherein
Iran agreed to limit its uranium enrichment capabilities, allow
foreign inspection, and drastically reduce its stockpile in return
for the lifting of many of the crippling international sanctions
that had been imposed on Iran. Negotiations started after
President Rouhani, a moderate presidential candidate won the
2013 election. On January 16th 2016, the International Atomic
Energy Agency announced that Iran had adequately dismantled
its nuclear weapons program, allowing the UN sanctions to 
be lifted immediately. With the UN sanctions removed, EU 
and US remain to relieve their sanctions in accordance to the 
Joint Comprehensive Plan of Action. However, the EU’s effort 
to re-engage with Iran has grown complicated since Donald 
Trump became the U.S. President. As of May 2018, Donald 
Trump pulled the U.S. out of the nuclear deal, re-imposing their 
sanctions. European banks who breach U.S. sanctions will be 
heavily penalized by losing access to the U.S. financial system.  
The downside of such  penalties far outweigh the upside of 
Iranian trade. It is expected that banks will avoid the risk, and 
not accept transfers to and from Iran. This leaves Iran in a state 
of political and financial turmoil. In an attempt to circumvent 
the U.S. sanctions, the EU is considering to allow European 
companies to make direct money transfers to Iran's central 
bank.
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Extraction of natural resources contributes to a 
significant share of Iran’s GDP, however, the overall 
picture shows a diverse economy compared to its 
neighbouring countries. Automotive manufacturing 
and similar manufacturing industries have been 
a vital part of the Iranian economy for decades. 
Other key sectors include the agriculture industry 
and the public sector. In fact, the large public sector 
makes up a significant part of the total economy. 
After years of stagnation, inflation and high rates of 
unemployment, the nuclear agreement has raised 
new hope of growth. However, the political situation 
and frustration among the youth brings uncertainty. 

Recent developments 
Development of the Iranian economy throughout the first decade 
of the 2000s was set back by economic and political sanctions. After 
the United Nations raised further sanctions in 2010, the country 
experienced a significant fall in GDP-growth. The landscape was 
changed following the nuclear agreement of 2015. Boosted by a 
recovery in oil production and exports, real GDP grew by 6.6% in 
2016/17, recovering from a recession in 2015/16. However, non-
oil sector growth averaged 0.8%, reflecting continued difficulties 
in access to finance and depressed consumption (IMF Country 
Report No. 17/62, 2017). Real GDP is expected grow around 3% 
this year, though the political uncertainties concerning possible 
reinstatement of sanctions has made this estimate uncertain (IMF 
Country Report No. 17/62, 2017).

ECONOMIC
ANALYSIS
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Source: World Economic Outlook (October 2017)

Unemployment
One of the reasons behind demonstrators filling the streets of
Tehran early this year is unemployment. Iran has struggled with
double-digit rates of unemployment for years, particularly for
the youth population. The unemployment rate was 12.5% for
the workforce as a whole in 2016/17, and is expected to stay at
this level throughout this year (IMF Country Report No. 17/62,
2017). Among the youth population, the unemployment rate is
much higher, nearing to 30% (Tradingeconomics, 2018). This is
relatively high for a country where 60% of the population is under
the age of 30. The Iranian workforce is highly-educated, but
lacks work experience. A strong network and the right contacts
are vital in order to find a job. A McKinsey report on Iran asserts
that the magnitude and speed of Iran’s future economic success
rests primarily on different engines of growth combined with
macroeconomic reforms to improve the business environment
(McKinsey, 2016).
Unemployment among women is also an issue in Iran. The
World Economic Forum’s Global Gender Gap Report 2017
states that Iran continues to have one of the lowest rates of
female participation in the labour market globally, with women
representing only 17.2% of the total labour force. Iran ranks 143
out of 144 countries assessed (World Economic Forum, 2017) for
female participation in the labour force. For further information
on the Iranian labour market and the resources that remain
unused in the country’s well-educated population, please see
“Labour Market” on page 24.
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Inflation
The Iranian economy has experienced high inflation in recent 
years, with inflation of 8.9% in 2016/17. Inflation is expected 
to be 11% for the year 2017/18 (IMF Country Report No. 17/62, 
2017). The Iranian government is working to  reduce the inflation 
rate, however the Central Bank of Iran (“CBI”) lacks tools to keep 
inflation low and stable. 
To sustain low and stable inflation the CBI needs greater 
independence from government.
To achieve the government’s inflation target (10% or lower) and 
to build CBI’s credibility to manage interest rates and control 
inflation, tools like central bank participation or government 
paper and a clear communication plan need to be developed 
(IMF Country Report No. 17/62, 2017). 

Poverty & GINI index
Poverty, as measured using the upper middle income class 
line, fell between 2009 and 2013 by 5% to about 8%, increasing 
afterwards to 10.5% in 2014, with significantly higher rates of 
poverty in rural areas. On average, the World Bank estimates 
poverty in rural areas to be three times higher than poverty in 
urban areas (The World Bank Development Research Group, 
2017). 

A high unemployment rate may be one of the sources of the 
poverty and inequality. Iran is far behind the western countries 
on the Gini index, which measures resource distribution in a 
country, though is generally a bit higher when compared to its 
middle eastern peers. Keeping in mind that a low Gini coefficient 
indicates  better resource distribution in the country, Iran’s Gini 
index was 38.8 in 2014, a rise from 37.4 in 2013. In comparison, 
Sweden had a Gini coefficient of 23.0 in 2014, which was the 
lowest (best) measured (The World Bank Development Research 
Group, 2017). 

Growth prospects 
Iran’s future growth prospects will rely on their reintegration 
with the global economy, particularly in the banking sector, but 
also in trade and investments. Real GDP- growth for 2018/19 is 
projected to be 4.3%, and is expected to reamin around this level 
in the future(IMF Country Report No. 17/62, 2017). It is crucial 
that Iran establishes contracts with large, international banks 

again, in order to draw higher foreign direct investments. This 
will help in re-establishing trade relationships, and will make an 
improvement in credit conditions for companies (both domestic 
and foreign) that wish to invest in Iran. An improvement in 
non-oil sector growth is crucial for Iran’s economy. The recent 
protests signal that the pace of job creation lags behind the 
expectations of Iranians, with unemployment remaining high. 
Continued high unemployment combined  large inflation may 
hinder future growth. 
Uncertainty around the nuclear agreement and relationships 
with the United States could harm investments and trade 
relationships. If the nuclear agreement is derailed, it could lead 
to a recession in Iran (IMF Country Report No. 17/62, 2017).
Iran’s prospects for future economic growth are improved if oil 
prices are stable and the government implements their reform 
program, which is discussed in the “politics” section of this 
report.

Financial markets
Norway has had diplomatic relationships in Iran since the 1950s. 
The relationship between the two countries has been profitable 
for many years, but the economic sanctions have caused more 
turbulence over the past decade, most noticeably after the 
United Nation’s tightening of sanctions in 2010. After many of the 
sanctions were lifted in 2016, a new economic relationship has 
begun being built. At this point, two years into the reopening of 
the Iranian market, there has been significant growth. However, 
there is still uncertainty due to the global political situation, 
especially concerning Iran’s relationship with the United States, 
and the possibility of the United States reinstating sanctions.
 
One of the main financial entry barriers in Iran is getting finance 
for projects from Norwegian banks. Norwegian banks are 
reluctant to provide financing for projects in Iran as the banking 
sector is often interdependent on other banks, including 
American banks. This makes it harder to find a large bank who 
will finance projects, and smaller banks may not have adequate 
capacity. With respect to transactions between Iran and Norway,  
it is complicated but achievable. Better solutions are being 
developed rapidly.
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When investing in Iran, you have the opportunity to apply for a 
FIPPA license. This is not mandatory, but has many advantages, 
including the same rights, protections and facilities available to 
domestic investors. As a foreign investor with a FIPPA license, 
you have the opportunity to invest in all fields open for the 
private sector and hold up to 100% of shares in Iranian legal 
entities (SATBA, n.d). The License is a guarantee from the 
Islamic republic of Iran issued not by the government, but by 
the country itself,  meaning that the FIPPA will remain valid even 
with changes in government.
 
In Iran you can find several economic free zones and special 
economic zones (OIETAI. n.d., The Supreme Council of Free 
Trade, Industrial and Special Economic Zones (n.d.)) These zones  
provide selected areas with little to no taxation on companies 
and are made to encourage investment. The Iranian government 
wants to make it easy for foreign companies to invest in Iran, 
as they are keen to attract foreign investment and technology 
transfer across all sectors. There are several benefits of trading 
in Iran and the market has a number of strengths. The benefits 
include the government’s enthusiasm for foreign investment 
and a number of attractive projected growth prospects. Iran 
has geographic advantages, bordering the Caspian sea, Persian 
Gulf, Gulf of Oman and seven Asian countries. The country has 
abundant natural resources and a highly-educated workforce. 
60% of the population of around 80 million is estimated to be 
under 30 years old. These  factors contributed to a great starting 
point for foreign investors.
 
Foreign Trade
Iran’s major trading partners are mostly located in Asia. 94% of 
exports and 72% of imports are within the continent. Europe 
follows as the second largest, providing  21% of Iran’s imports. 
Iran’s largest trading partner is China, who contributes to over 
40% of both Iran’s export and import. India, Japan and South 
Korea are also some of Iran’s main destinations for export, while 
South Korea, India, Turkey and Germany follows China in top 
importers (OEC, n.d.). In 2016, EU trade with Iran was valued at 
around 8 billion USD, and this number is expected to increase 
300% by 2018. Iran’s trade balance was at 29 billion USD in 2016. 
   
 

Sanctions
Iran had been under strict sanctions for years, until July 
14, 2015, when the United States, China, Russia, France, 
Germany, the United Kingdom, the EU, and Iran reached a Joint 
Comprehensive plan of Action (“JCPOA”), also known as the Iran 
nuclear deal. It was made to ensure that Iran’s nuclear program 
will be exclusively peaceful. The deal with implemented  16th 
January 2016, and from this day many of the previous sanctions 
were lifted. As stated in the JCPOA, some sanctions remain on 
a selection of sensitive goods and technologies. According to 
the Ministry of Foreign Affairs, Norway needs a license to export 
any product, technology or service for military use in all areas 
subject to the UN arms embargo (in accordance with the UN 
covenants chapter VII). No license will be granted for exports of 
goods, technology and services listed in the Ministry of Foreign 
Affairs Item List I , consisting of defense-related products. The 
current sanctions also include a prohibition to export goods 
and technology for the development of nuclear weapon 
delivery systems, and equipment used to suppress a population 
(Norwegian Ministry of Foreign Affairs, 2016).
Iran’s population increased rapidly during the last century, 
reaching 82 million as of July 2017.  More than half of Iran’s 
population are under 30 years old, meaning that the country 
has a huge youth population. Iranian youth is tech savvy, highly 
educated and have huge potential to benefit the economy, if 
government utilizes them well. Given that, Iran’s labour market 
requires special attention to ensure that the large cohort of 
young Iranians, who reach working age over the next decade, 
will be able to find gainful employment.

Urban population
Iran has one of the fastest-growing urban populations. In 1960, 
34% of the country’s population livied in urban areas,whereas 
74% of the population lives in urban areas in 2017 (World Bank). 
With three-quarters of the population living in cities, Iran is 
ahead of several European nations, including Italy, Portugal and 
Austria and almost at same level as Norway, where 80% live in 
urban areas. Many experts consider Iran’s urbanized population 
a core strength that should attract more investment, although 
experts also admit that those urban locations would require 
heavy investment.
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There are eight cities with a population over one million in Iran, 
with the capital Tehran having 8.8 million. This makes Tehran 
most populous city in West Asia and the second-most populous 
metropolitan area with 15 million in Middle East. Other large 
cities include Mashhad, that has a 3.3 million, followed by 
Isfahan with 2.2 million, and Shiraz (1.8 million). 

Refugee population
It is worth mentioning that Iran hosts one of the largest refugee 
populations in the world, with one million refugees, mainly from 
Afghanistan (80% of refugees) followed by Iraq (10%).This is a 
significant economic cost for a country which itself faces many 
socioeconomic challenges. 
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Workforce 
The total workforce in Iran was 29.75 million in 2016 (WFB, 
2016). However, high unemployment and underemployment is 
a continuous struggle. Due to lack of job opportunities, many 
Iranians seek employment overseas after finishing their degree 
in Iran, causing a significant brain drain. Still, Iran has a young 
population, with 60% of the population under the age of 30 (Slate, 
[year]), so an increase in the participation may be expected.

Iran is characterised with an increasing unemployment rate, 
which was 12.6% in 2017 (Trading Economics, 2018). Among 
youth, aged 15-24, unemployment is 26.1%, with is 22.3% of 
young males and 44.8% of young females unemployed (WFB, 
2015).

Iranians are highly educated, but lack work experience. 
Internships are not implemented in the same ways as other 
countries, with relationship building being the key to employment 
in Iran. Without the right contacts, finding a job can be difficult. 
This explains why it can be hard to get the right work experience, 
even with higher education. 

 
McKinsey predicts the potential creation of nine million jobs 
by 2035 in the Global Institute Report on Iran (2016). In order 
to realise such an opportunity Iran will have to, amongst 
other things, improve flexibility, workplace skills, and labour 
participation, and promote more competition and innovation 
in its business environment. Notably, more labour-force 
participation would be required from women, which today 
stands at 17% (World Bank, 2017). The labour participation rate 
would then reach about 43% by 2035, an increase from 41% in 
2014. In addition, labour productivity would need to rise by an 
average rate of 3.4% annually (McKinsey, 2016). 

It is possible to bring foreign workers to Iran, if there is a valid 
reason for needing their expertise. Usually companies bring 
foreigners in the beginning of a project, then let Iranian workers 
take over. This benefits the Iranian economy, and companies 
save money on paying the domestic wages instead of the foreign 
wages.

Wages 
The average monthly net salary in Iran is 17,750 thousand 
tomans, 206,100 thousand tomans a year. 

The minimum monthly wage for this Persian year (2017) was 
set to 929,931 tomans (NCRI, 2017). Compared to the minimum 
wage the previous year (812,000 tomans) this represents a 14.5% 
increase, nearly equal to the set inflation rate announced by 
Rouhani’s government, a somewhat disputed rate (NCRI, 2017). 
Also, at this time the poverty line was announced to be more 
than three million tomans, making the minimum wage less than 
a third of the poverty line (NCRI, 2017). 

LABOUR
MARKET

Education
Primary education is compulsory in Iran and lasts nine years, 
from age six until age 15. Upper secondary education is not 
compulsory but is free and lasts three years. At this level, 
students can choose from one of the available streams such 
as academic (nazari), technical (fani herfei), and vocational/
skills (kar-danesh). The academic stream has traditionally been 
the most popular. There are many free public schools as well 
as private schools with high tuition fees. There are also schools 
called ’Nemuneh Mardomi’, which are believed to be better 
than public schools and more affordable than private schools. 
Although only primary education is compulsory, most Iranians 
study for 15 years, including higher education. 

Schools have faced some challenges because of sanctions. 
For example, many universities have lost their subscription 
to international academic journals, because they could not 
transfer money to pay for access to the journals. Despite 
some challenges, significant progress has been made in higher 
education in recent years. For example, in 2011, scientific output 
grew 11 times faster in Iran than the global average and faster 
than any other country in the world. Iran now has a staggering 
number of science and engineering students – over two million, 
an increase of 161% since 2004. 70% of these students are 
women.

Iran spent 2.95% of its GDP on education at all levels in 2014. 
This figure represents 19.7% of overall government spending, 
which is higher than the majority of developing countries. 
Globally, governments spent an average of 14.25% of total 
expenditure on education. Iran has a high literacy rate by Middle 
Eastern standards, despite a low rate amongst the elderly. The 
country’s adult literacy rate was 86.8% in 2015, 91.2% for men 
and 82.5% for women. The literacy rate among 15-24-year-olds 
is even higher at 98%.

Over the last four decades, higher education has rapidly 
expanded. In 1977, Iran had 16 universities with a reported 
154,000 students. In 2008, it had over 3.5 million students 
enrolled in universities. The overwhelming majority of students 
are enrolled in the private sector. More than one third of 
students attend the semi-private Islamic Azad University (IAU), 
Iran’s largest university. In 2013, 57.9% of the 921,000 students 
taking the konkur standardized entrance exam were admitted 
to public university. The konkur is extremely competitive and 
takes place only once a year. It is a 4.5-hour multiple-choice test 
that covers all subjects taught in high school. In recent years, 
legislation has been passed to eliminate the konkur and replace 
it with a different system.
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Medical universities are supervised by the Ministry of Health, 
Treatment and Medical Education, but all other institutions 
are under the control of the Ministry of Science, Research and 
Technology. Despite the rapid expansion of the higher education 
sector, Iran faces a shortage of educational opportunities at the 
graduate level, because most of the programmes at private 
universities are at the undergraduate level. Only 6% of the 
approximately 900,000 applicants to master programmes and 
4% of the 127,000 doctoral applicants reportedly secured a spot 
in 2011.

The other major challenge facing higher education institutions 
is political. Even before the revolution in 1979, universities were 
considered as epicentres of political activism. University students 
played a vital role in overthrowing the shah. After the revolution 
and the establishment of the Islamic Republic, political activism 
in Iranian universities intensified. This resulted in the temporary 
closure of all universities and colleges throughout the country 
in 1980, an event that marked the beginning of the cultural 
revolution. Thousands of students and scholars were purged, 
and textbooks were rewritten in accordance with the ideological 
doctrine of the Islamic Republic. Although universities were 
reopened three years later, the state maintained strict control 
over higher education. In 1999, there was a major clash between 
students and the security forces connected to the hardliners, 
which resulted in violence and destruction in and around a 
university campus in Tehran.

Internally, hardline factions of the regime see higher education 
as an ideological tool; externally, sanctions imposed by the West 
make universities’ everyday operations significantly harder. 
Despite the 2015 nuclear deal that saw some of the sanctions 
lifted, heavy embargoes still overshadow life in the country.

Despite these challenges, Iran’s education system seems to 
be dynamic. In scientific and engineering subjects, Iran is now 
considered as a leader in West Asia and continues to produce 
world-class researchers such as Maryam Mirzakhani (the first 
female winner of the Fields Medal, the most prestigious award 
in mathematics) who make important contributions to human 
knowledge.

Gender equality
Iranian women have long sought a more active presence in 
society, gradually distancing themselves from the cliché of 
being mothers and wives. Today, they make up almost 70% 
of university students and half of the graduates. Iran’s young 
and educated female citizens have been seeking employment 
to support themselves and their families, or to achieve financial 
independence from their male guardians.

Statistical Centre of Iran (“SCI”) data indicate that the economic 
participation rate of Iranian women was on a downward trend in 
the 10-year period ending in 2015, reaching a low point of 12% 
in March 2015. This term refers to individuals who are either 
employed or actively looking for work.

There are multiple reasons for the low rate of employment 
among women. Iran’s civil code places men as the head of the 
household, granting them the right to control the economic 
activities of their wives and daughters. Meanwhile, social norms 
consider family affairs to be the main domain of women. Other 
factors, such as the limitation of some university degrees to 
male students, banning of women from certain jobs and many 
men’s refusal to share housework with their spouses, have all 

forced many women out of the job market, or to leave their 
occupations after getting married.

Despite the hardships, things have started to improve for 
women in recent years, as President Hassan Rouhani has 
made significant efforts to address gender discrimination and 
strengthen women’s rights.

Indeed, new data obtained from a survey of 100,000 employees 
in March 2017 by IranTalent show that women constituted 40% 
of those who entered the Iranian labour market over the past 
three years. Meanwhile, SCI figures reveal that women obtained 
70% of the 615,000 jobs created during the last year. This is an 
increase of more than 68% compared with the previous year.

However, employment remains a big challenge for women. 
International advocacy group Human Rights Watch in a recent 
report said women still make up only a minor portion of the 
labour force. “For the period between March 2016 and March 
2017, only 14.9% of Iran’s women are in the workforce, compared 
with 64.1% of men. This rate is lower than the average of 20% for 
all women in the Middle East and North Africa,” the organization 
wrote in May, adding, “The unemployment rate for women, 
currently 20.9%, is double that for men” (Human Rights Watch, 
2017)

The appointment of women to several important political 
or economic posts is among the measures taken by the 
government. Marzieh Afkham was appointed as the first Foreign 
Ministry spokeswoman (2013-2015). She was later appointed as 
the first Iranian female ambassador. Three women have been 
appointed as governors while another woman was appointed as 
deputy oil minister.

The Vice Presidency for Women’s and Family Affairs also plans to 
outline strategies for how to improve the situation of women and 
to decrease gender discrimination, which is widely seen as the 
root cause of the inequality women face in the labour market. 
As seen over the past three years, the employment trend is 
changing in favour of women. Indeed, government projections 
indicate that women’s share of the Iranian labour force could 
increase to as high as 45% over the next decade.
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With its strategic coastal location and large 
geographical footprint in the region, Iran has the 
chance of becoming a true gateway to the Middle East. 
The World Economic Forum has recently ranked Iran’s 
infrastructure in 57th place, behind other countries 
in the region, such as Saudi Arabia (29th) and Turkey 
(53rd), but well ahead of Pakistan (110th) (WEF, 
2017) , making its score average across the Middle 
Eastern region. As part of the Iranian government’s 
plan to enhance economic development, roadways, 
railways, ports, and terminals are being built and 
upgraded. However, the quality of infrastructure in 
general remains modest, at least on a global scale.  

Roadways
According to the World Economic Forum, the quality of roads in 
Iran ranked 71st out of 137 countries. By comparison, Norway’s 
road infrastructure is ranked at 58th place. According the CIA’s 
World Factbook, Iran has approximately 200,000 kilometers of 
roadways, 80% of which are paved (CIA, 2018). Of the 752 million 
tons of carried goods transported in the Iranian year 1393 (2013-
2014), 76% was transported on roads.  Hence, roads remain the 
key source of transportation in Iran. 

The Iranian Ministry of Roads and Urban Development is 
encouraging private investments to build new expressways. 
They have proposed a plan to combine private and public 
investments to enhance the quality of road infrastructure 
throughout the country. According to the Ministry of Roads and 
Urban development, the plan of including private investors in 
infrastructure investments is working, and the total amount of 
private investments has increased by 70% over the past two 
years (CBI, 2014). The government has signed agreements worth 
3.2 billion USD with the private sector to build new expressways 
(Financial Tribune, 2017).

Railways
The Iranian railway system is operated by the state-owned 
National Republic of Iran Railways (“NRIR”), and consists of 
approximately 10,000 kilometers of railway. Railways link Iran 
from north to south, and to countries like Turkey, Azerbaijan, 
Pakistan and regions of Central Asia. Further links to Iraq, Syria 
and Afghanistan are being planned. With the aim of reducing 
air pollution through the reduction of road transportation, 
the Iranian government has initiated major investments in 
railroad infrastructure. In fact, the Ministry of Roads and Urban 
Development has named a “railroad revolution” its number 
one priority (MRUD, 2018). French, South Korean and Russian 
companies have all signed agreements with Iranian state-
owned railroad firms to manufacture new equipment, including 
locomotives, freight cars, passenger cars and subway wagons. 

Since President Rouhani entered his office in 2013, the Iranian 
government has invested 13 billion USD in railway infrastructure. 
Furthermore, in the summer of 2017, Chinese officials agreed 
finance the electrification of over 900 kilometers of railroad from 
Tehran to Mashhad in eastern Iran. This agreement has further 
strengthened the relationship between Iran and China, which 
is of great importance when China is planning its development 
of the so called “New Silk Road,” which will connect the two 
countries through railroads. The total amount of railway under 
construction in Iran is approximately 7,500 kilometers (Reuters, 
2017). According to the head of NRIR, Saeed Mohammadzadeh, 
1% of all oil and gas sales have been dedicated to developing the 
Iranian railroads (Reuters, 2017). 

The World Economic Forum has ranked the quality of Iran’s 
railroad infrastructure 42nd, behind Norway at 36th. As for road 
investments, the Iranian government is encouraging private 
sector investors to take part in rebuilding railway infrastructure. 
The Ministry of Roads and Urban Development is hoping for 10% 
private capital in future railroad investments (Financial Tribune, 
2017). According to the government’s five-year development 
plan (ending 2022), the private sector investments should end 
up financing a total of 1,000 kilometers of rail. 

Ports
Iran has several ports and terminals along its southern coastline, 
where the largest of them is Bandar Abbas. Other important 
seaports in the same region include Chabahar, Bandar-e 
Asaluyeh and Bandar Emam, where the first is the only oceanic 
port in Iran with direct access to the Arabian Sea. The quality of 
seaport infrastructure was ranked 71st in the World Economic 
Forum’s most recent Global Competitiveness Report, closely 
followed by less developed Pakistan at 73rd. 19.5% of all carried 
goods were transported on sea in 2013-2014, according to the 
Iranian central bank.

Over the past few years Iran has signed trade agreements 
with India and Afghanistan, which allows Indian exports to 
Afghanistan to pass through Iran using the Chabahar seaport 
and Iranian railways leading to the Afghan border. Following 
the agreement, considerable investments have been made in 
Iran by India, including rebuilding of the Chabahar port and 
new railroad links. Indian investments in the Chabahar port 
alone amount to 500 million USD. Consequently, the capacity 
of the Chabahar port was tripled in 2017, taking the port’s total 
capacity to 8.5 million tons annually, according to the Ministry of 
Roads and Urban Development (MRUD, 2018). 

Airports 
Due to international trading sanctions, domestic Iranian air 
transport has become known for using an old and outdated air 
fleet. Following the nuclear deal, however, the tendency of unsafe 
domestic air travel has changed. Iranian airline companies have 
ordered 323 new passenger airplanes, many from Boeing and 

INFRASTRUCTURE
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Airbus, following the nuclear deal (MRUD, 2018). The first new 
aircrafts arrived in 2016, with many more are scheduled for 
delivery over the next few years. In the Global Competitiveness 
Report of 2017/2018, the World Economic Forum ranked the 
quality of Iran’s air transport infrastructure 105th of 137. An 
updated air fleet may help lifting the standard in years to come.

The largest airport in Iran is the Tehran Mehrabad International 
Airport, which until 2007 served as both an international and 
domestic airport. After 2007 all international flights were 
moved to the new Tehran Imam Khomeini International Airport, 
whereas the Tehran Mehrabad continued to serve as an airport 
for domestic flights. Major airports in other parts of Iran include 
the Mashhad and Shiraz International Airports. 

Electricity grid
A large fraction (X%) of the electricity generation is fueled by oil 
and natural gas. Around 6% is fueled by hydropower. Much of 
the industry consists of state-owned companies that produce 
and distribute electricity to Iranian households. The industry 
as a whole is heavily reliant on subsidies from the government. 
Following the agreement of the nuclear deal, Iranian officials 
have started to encourage private investments in the electricity 
sector. This will be discussed further in section three of this 
report, where oil, natural gas and renewable energy are 
discussed in more detail. 
  
Nearly all Iranian homes have access to electricity. Around 1.5% 
of the population lives in homes not connected to the electricity 
grid. World Economic Forum ranks the quality of electricity 
supply 67th of 137. While the power grid is being updated and 
rebuilt using both private and public investments, parts of the 
grid are outdated. Hence, a relatively large fraction of generated 
electricity is wasted before reaching the end consumer. 

Internet and phone lines
Estimates show that 44% of the Iranian population is considered 
internet users. Since the presidency of Mahmoud Ahmadinejad, 
the internet has been under great censorship. The intention 

is to prevent activist groups and political opponents from 
spreading their word online. Hence, many western internet 
sites and social media providers, such as Facebook, Google and 
YouTube, are not available using general internet access. Many 
Iranians use VPN proxy servers to access blocked internet sites. 
The Iranian government has actively reduced internet speeds 
at times of political turmoil, including the Arab Spring and the 
political protests around New Years eve of 2017, to limit internet 
communication. 

As a result of internet censorship, Iranian entrepreneurs have 
made their own versions of western internet sites. The most 
popular site is called Telegram, a version of Instagram. 

The Iranian population is well-connected to a mobile telephone 
network, and the use of smartphones has exploded over the 
past five years, from only two million smartphones in 2012 to 
around 50 million in 2017 (Azali, 2017). Again, the use of mobile 
networks is closely monitored by Iranian authorities, and during 
the protests around New Years Eve of 2017, officials closed all 
mobile networks to prevent the word of riots to spread across 
the population. 

Water and sewage
Iran has a well-developed distribution network of drinking 
water, especially in urban areas, where almost every household 
has access to clean drinking water (Washdata, 2015). 

When it comes to sewage, the situation is less positive. Only 
40% of all urban households are connected to a public sewage 
system, and most use latrines connected to pits (Washdata, 
2015). Investments in sewage systems are being made, and 
the World Bank has been engaged monetarily for many years. 
Also, through the Tehran Sewerage Project of 2008, the World 
Bank provided a loan of 145 million USD that helped connect 
1.3 million Iranians to the sewer system (World Bank, 2009). The 
World Bank has also supported similar projects in other parts of 
Iran over the past decade, as have the United Nations and the 
Islamic Development Bank.
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Entrepreneurship is a growing sector, and has been a part of Iranian culture for 
centuries. In the traditional middle eastern bazaars, taking over the family-owned 
business has deep roots in the Iranian culture and  a small, but vibrant, start-
up culture is developing in Iran. In big cities like Tehran, different accelerators 
and new funding sources are flourishing to help support these new ventures. 
Start-up companies are further evolving in Iran despite international sanctions, 
where most new ventures  are based in the digital cyber space.  

The development in the information and communication technology sector have formed 
exceptional opportunities for Iranian entrepreneurs to create new ventures in different business 
areas. Furthermore, there is also a huge number of educated Iranian diaspora which contributes 
with consultancy to different start-ups. Despite this contribution,  start-ups in Iran are still 
lacking good consultancy to further evolve their businesses. While conducting research in Iran, 
it was discovered that a very small amount of Iranian start-up companies aim to further their 
business internationally. Most of start-up companies want to grow nationally due to international 
sanctions and subsequent financial barriers, lessening the appeal of furthering their business 
internationally. 

E- commerce is the most popular sector for Iranian start-ups, but other sectors such as providing 
technical and ICT services, consulting, education and entertainment are also growing quickly.

ENTREPRENEURSHIP
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In addition to the large Iranian oil and 
gas industry, there are plenty of other 
interesting industries to follow. In fact, oil 
and gas accounts for only a quarter of the 
Iranian economy, making the country’s 
economy more diverse than many other 
petroleum exporting countries. State-
owned companies dominate many 
industries. Due to economic sanctions 
[preventing other countries from 
participating in business? – good to add 
explanation], Chinese firms are present 
across different sectors. Following 
Implementation Day (the day the economic 
benefits of the nuclear agreement came 
into effect), many western companies 
have expressed an interest in establishing 
new business connections between Iran 
and themselves. The following section 
will cover various key industries, both 
in terms of their contribution to Iran’s 
business environment and the potential 
for Norwegian-Iranian business relations.  
 Following the Foreign Investment 
Promotion and Protection Act (FIPPA) of 

2002, it has become easier for foreign 
companies to invest in Iran. FIPPA seeks 
equal treatment of foreign and domestic 
companies, along with a simplified process 
of establishing presence and investing in 
Iran. After decades of economic sanctions, 
Iran has a high demand for fresh capital, 
creating major investment opportunities 
for both domestic and foreign companies.
Ever since the 1920s, the oil and gas sector 
has been Iran’s number one industry. In 
1908, Iran was the first nation to discover 
reserves in the Persian Gulf, and today Iran is 
the world’s fourth largest producer of crude 
oil, and third largest producer of natural 
gas (BP, 2017a) Besides the petrochemical 
industry, the analysis covers renewable 
energies, like solar and hydropower. 
The analysis also covers the automotive 
industry, which historically has been of great 
importance to the Iranian economy and now 
accounts for around 2.5% of the economy. The 
fishery and aquaculture industry will also be 
covered, along with the agricultural sector and 
the mining and mineral industry. 

INTRODUCTION TO
INDUSTRY ANALYSIS

- Oil and gas
- Renewable energy
- Fisheries and aquaculture

KEY SECTORS
- Shipping
- Agriculture
- Automotive sector

OTHER SECTORS TO FOLLOW   
- Mining and minerals
- Tourism
- Retail and consumer goods
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Iran enjoys a highly diversified economy, yet the oil 
and gas sector remains the biggest contributor to 
the Iranian economy. Iran is the eighth largest oil 
producer in the world, making it a substantial part 
of the country’s total exports. In 2013, crude oil 
accounted for 68% of Iran’s total export of goods. 
When including petrochemicals and other oil-related 
products, oil export accounted for 89% of the total 
export of goods. Thus, there is no way of arguing 
that the petroleum sector is not the major player 
in the Iranian business environment. As of 2016, 
Iranian oil and gas is back on the world market, and 
the Iranian government is preparing the country’s 
petroleum sector for substantial future investments 
and development. 

Back on the international scene
Back in 2011, before the international trading sanctions were 
implemented, 600,000 barrels of oil were exported each day 
from Iran to the European Union. This amount accounted for 
one quarter of Iran’s total oil export and made the European 
Union Iran’s largest export market. Because of the economic 
sanctions later implemented against Iran, the European Union 
phased out oil imports from the country in 2012. The same 
year, Iran was frozen out of the international payment system, 
which complicated the country’s export opportunities even 
more. Countries like China, India, Turkey, Japan and South 
Korea remained key export markets, but could not compensate 
for the sharp decline in exports to Europe. The low export 
numbers continued until 2015. Combined with a general lack of 
investment in the Iranian oil industry, it led to a decline in the 
country’s total oil production. 

With the removal of the trading sanctions in January 2016, 
Iran can now resume its oil export without restrictions. The 
world’s fourth largest oil producer is back on the international 
market. However, several factors are causing oil revenues to 
remain at a relatively low rate. Oil prices have decreased from 
approximately 140 USD per barrel in 2012 to 67 USD per barrel 
in January 2018. As in the rest of the world, the fall in oil prices 
makes development of new fields more challenging. In Europe, 
the consumption of oil is changing in favour of renewable 
energy, while the United States is getting closer to becoming 
self-sufficient through shale oil production (BP, 2017b). Many of 
the emerging markets in the world have financial and political 
difficulties, and the global demand for oil is subdued.

Regions and companies
Most of Iran’s oil is extracted from three key regions. The most 
important oil region is located in the southwestern part of the 
country. The other two regions are located in the northern Iran, 

close to the holy city of Qom. The southwest oil fields are an 
extension of the geological formation where the oil fields in the 
Kurdish region of northern Iraq are also included. Approximately 
70% of Iran’s crude oil reserves exist on land and the rest in the 
Persian Gulf and the Caspian Sea. The country is now planning 
investments to increase refinery capacity.

Major companies in the Iranian oil industry include the National 
Iranian Oil Company (NIOC), the National Iranian Gas Company 
(NIGC) and the National Iranian Petrochemical Company (NPC), 
all of which are state-owned. NIOC is responsible for all oil and 
natural gas related projects that cover both production and 
export. The National Iranian South Oil Company (NISOC), a 
subsidiary of NIOC, accounts for 80 percent of oil production in 
the country.

Technology
The Iranian oil and gas industry is underdeveloped and relies 
heavily on outdated technology. Consequently, the sector 
experiences low recovery levels, high pollution and a high 
frequency of production shutdowns. With the world’s largest 
known gas reserves and fourth largest oil reserves, Iran has the 
world’s largest combined oil and gas resources (BP, 2017a). With 
the production level in 2014, Iranian oil reserves would last for 
150 years. There is great demand for new technology and foreign 
expertise in the sector, but the development is hampered by 
expulsions, like the new IPC (International Petroleum Contract) 
model, political controversies and heavy-duty bureaucracy. Still, 
the Iranian government is welcoming foreign investments in the 
sector, and signed several deals with international companies in 
the weeks following the sanctions removal. 

Production
Iranian oil production was 4.6 million barrels per day (MBPD) 
in 2016 (BP, 2017a), and is growing as a result of increasing 
production after the trading sanctions were lifted. The 2016 
numbers increased by over 700,000 BPD from the year before. 
The Iranian government’s production target is 5.7 MBPD by 
2021. Gas production was in 2016 around 202 billion cubic 
meters (BCM), up by around 13 BCM from 2015, and the target 
is expected to double by 2020, primarily through the further 
development of the huge South Pars gas field. As a result, the 
production of oil and natural gas is now back to the pre-sanction 
level. There is a particularly high demand for technology within 
improved oil recovery (IOR) and enhanced oil recovery (EOR), 
upgrading of the existing technology, and technology and 
equipment related to liquefied natural gas (LNG). Unstable 
neighbour countries and mostly distant markets mean that gas 
pipes are less developed, though some new pipelines are being 
planned. Still, LNG will be important for future developments 
in the gas sector. Iran has also several border areas without 
bilateral production agreements. Therefore, IOR and EOR will 
be important in these fields, but also in general, as the average 
recovery rate in 2016 was 24.65%. The Iranian Constitution 

OIL & GAS SECTOR
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prohibits foreign ownership of energy resources, and therefore 
the contracts often relate to field development or improvement. 
There are also significant requirements for local content ( > 50%) 
and technology transfer.

Possibilities
The underdeveloped Iranian oil and gas sector creates significant 
opportunities for investments, international trade and future 
growth. The country is now becoming a magnet for international 
petroleum companies. Iran’s “sixth development plan” (2016-
2021) has opened around 49 oil and gas fields to local and 
foreign investors, holding assets of some 216 billion barrels of 
oil-in-place and 229 Tcf of gas-in-place. The development plan 
highlights a need for USD 200 billion invested in the sector, which 
the government hopes to achieve through foreign investments. 
USD 15 billion of this investment related to refineries, and 
includes completing the Siraf and Persian Gulf Star refineries 
(totalling 840,000 BPD), and the second phase of the Fars refinery 
(120,000 BPD). There is little doubt that oil and gas will play a 
key role in Iran’s future economic growth, just as it has done 
for the past decades. It is likely that renewed oil exports will 
boost the sector’s earnings in the short term, whereas export of 
natural gas is a potential long-term source of growth. McKinsey 
has calculated that the oil and gas sector could contribute to 
Iran’s GDP by between USD 125 and 375 billion annually by 
2035, depending on investments, price developments, demand 
from emerging economies, consumption patterns and new 
technologies McKinsey & Company (2016). 

Some natural gas pipelines are in use, and others, including the 
Iran-Pakistan pipeline, are under construction. However, the 
political situation in neighbouring countries is making large scale 
development of pipelines challenging, as mentioned earlier. A 
new potential pipeline from Iran to Europe could increase Iranian 
exports, and would replace the existing pipeline between Iran 
and Turkey. Other pipeline projects have been discussed, but 
are associated with great uncertainty. 

After much controversy concerning Iran’s regulatory system for 
buyback contracts, the Iranian government has introduced a 
new type of contract; Iran Petroleum Contract (IPC) (IEAA, 2016). 
In the new IPC system, the contractor will be present through all 
phases of exploration, development and production, whereas 
the previous system did not allow for the contractor to be present 
during production. IPCs are valid 20-25 years, giving investors 
adequate time to make a sizeable return on their investments. 
Another important aspect of the IPC is that international 
investors are required to work with local contractors, selected 
by the Iranian government.

Challenges
Future development of Iran’s oil and gas fields relies heavily 
on economic and political stability and may be affected by the 
growing tension between Iranian leaders and US leadership. 
There is a major risk associated with the fact that the United 
States has threatened to reinforce trading sanctions if 
Iranian obligations in the nuclear agreement are not fulfilled. 
Furthermore, as for all Iranian business sectors, there is a 
substantial risk associated with the country’s financial system. 
For more information on this, please read the separate section 
of Iran’s financial system. 
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Power Purchase Agreement (PPA) explained

• The PPA is issued for a term of 20 years, after 
which the developer is allowed to sell electricity on 
the open market

• The developer must cover costs associated with 
land, design, finances, construction, connection to 
the national grid, operation and maintenance

• SATBA issues a letter of credit in favour of the 
developer for an amount equal to six months of 
payments. The letter of credit is then renewed 
every six months

RENEWABLE ENERGY

• Payments are made in Iranian Rials
• SATBA can terminated the PPA and cancel any 

construction permits if the construction is delayed 
9 months or more

• The developer is subject to Iranian corporate and 
VAT taxes

• The developer may receive tax credit for investing 
in less developed regions of Iran

Despite Iran’s fossil energy traditions, the Iranian 
government is planning vast investments in the 
renewable energy sector. The build out of green 
power could draw USD 12 billion of investment by its 
completion. Today, 16% of the 76,000 MW capacities 
of Iran’s power plants come from renewable 
energies, the key being hydropower. When 
excluding hydropower, renewables account for 0.5% 
of the total energy mix. Up until recently, there has 
been little room for renewable sources of energy. 
However, now major opportunities are rising in solar 
and wind, leading to international investments on a 
large scale. 

More diversified energy composition
The renewable energy sector in Iran has been overlooked for 
many years. However, as Iranian leaders addressed growing 
concerns regarding climate change by introducing policies 
that should reduce the country’s reliance on fossil fuels, and 
increasing its investments in renewables, interest in renewables 
is booming. As part of the agreement at the UN Climate 
Conference in Paris, Iran has pledged to reduce its emissions 
of greenhouse gasses by 12% by 2030. In accordance with the 
country’s strategy, Iran has become a highly attractive and 
emerging market for renewable energy projects. The Iranian 
government is now planning a green power build out that could 
draw USD 12 billion of investments by its completion. 

In November 2017, Renewable Iran, an annual renewable 
energy expo and conference was held in Tehran. The annual 
expo is held to create networking opportunities in the sector 
and boost innovation and new projects. Over 100 companies 
were showcased at the exhibition.

Iran has been working on increasing their power capacity 
through wind, solar and geothermal. The sixth five-year 
development plan envisions raising the production capacity of 
renewable energy by 5,000 MW by 2021, from 342 MW today 
(excluding large hydropower plants). In the longer term, Iran 
is aiming at increasing the amount of energy generated from 
renewables by 7,500 MW by 2030. According to the Iranian 
Power Generation, Transmission, Distribution and Management 
Company (TAVANIR), renewable energy (excluding hydropower) 
will make up 10% of Iran’s energy mix by 2021. 

Industry structure
The Ministry of Energy of Iran is responsible for all energy 
sectors, except the oil and gas industry. The Ministry of Energy 
has a subdivision called the Renewable Energy and Energy 
Efficiency Organization (SATBA), which was established to ensure 
responsible planning, policy making and promotion of renewable 
energy. SATBA is directly controlled by the Ministry of Energy, 
and works with the private sector to encourage investments in 
renewables. To achieve this, SATBA issues purchase guarantees, 
so called guaranteed power purchase agreements (PPAs).

Hydro
Iran has several large dams, and hydropower accounts for 
around 15% of Iran’s total energy mix (2015) (IHA, 2016). Thus, 
Iranian companies are experienced in developing hydroelectric 
energy. Most projects are managed by the government run Iran 
Water & Power Resources Development Company (IWPCO). 
IWPCO is calling for private investors, both foreign and domestic, 
to participate in future build outs. The largest dams in Iran are 
the four Karun dams, located on the 950 km Karun river, with a 
total capacity of 7,300 MW. The largest, Karun 3, is an arch dam 
with a capacity of 2,280 MW. 
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Wind
Iran has an ideal typography for expanding wind power, especially 
in the country’s northern mountains. Government officials have 
expressed their intentions of making Iran the wind-power hub 
of the Middle East. In recent years, new contracts with foreign 
companies have been signed for production and development 
of wind power in Iran (Dodd, 2016). According to SATBA, Iran has 
a potential of producing 1,400 MW of wind power (CMS, 2016). 
Considering today’s production of roughly 190 MW (SATBA, 
2017a), the potential for expansion is vast. 

Current wind power sites include the Manjil wind farm (100.8 MW) 
and the Kahak wind farms (100 MW when finished), developed 
by the private company Mapna. Today, private sector firms run 
around half of the installed wind farms in Iran, whereas the rest 
are government run. 

Solar
Iran has 300 days of sun every year, making it a fantastic location 
for building modern solar power plants. This is particularly the 
case in the south, which enjoys average solar irradiation of up 
to 5.5kWh/m2 per day (CMS, 2016). Thus, it could be one of the 
best regions for solar energy on the planet, particularly in the 
provinces of Kerman, Yazd and Fars. Until recently, solar power 
plants were mainly used to electrify rural regions of Iran. This 

has been subject to rapid change however, and Iran’s largest 
solar plant, the Mokran Solar Power Plants Complex, which 
opened in the summer of 2017, and has a capacity of 20 MW 
(Euronews, 2017). 

The small Norwegian solar company, Saga Energy, has recently 
signed a contract to build solar panels worth almost USD 3 billion, 
in addition to the 25-year purchase guarantee the company 
received from the Iranian government (Karagiannopoulos, 
2017a). This deal has proven that Norwegian-Iranian cooperation 
in renewable energy is indeed possible and profitable. Another 
Norwegian solar company, Scatec Solar, has also voiced interest 
in the Iranian market Karagiannopoulos, 2017b).

Opportunities and Challenges
The Iranian government has made clear signals that it intends 
to move towards a more diverse energy mix, where solar and 
wind power play key roles. The new and amended laws make it 
easier for Norwegian companies to invest in renewable energy 
projects. Compared to the fossil energy industries, renewables 
have clear agreements for purchase and development. 

Investments are complicated due to a weak justice system, 
unclear property rights and high political risks. Iranian banks will 
only offer loans with interest rates around 20%. As for any large 
investments, there are difficulties associated with large upfront costs.
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With a coastline of 1,800 kilometres along the Persian 
Gulf and Oman Sea and 640 kilometres of coastline 
along the Caspian Sea, Iran has major resources 
in fisheries and seafood industry. In addition to 
these salt-water areas, various inland fresh water 
resources contribute to the country’s sizeable growth 
opportunities in the seafood sector. 

According to the Food and Agriculture Organization 
of the United Nations (FAO), Iran has experienced 
increasing capture and production in aquaculture 
over the past years. In 2014, the total capture 
reached 627,000 tonnes, whereas aquaculture 
production reached 320,000 tonnes. Key species 
consist of pelagic and demersal fish. 

Three key fishery regions
Iran’s fishery industry is split into three key regions; the southern 
fisheries (the Persian Gulf and Gulf of Oman), the northern 
fisheries (the Caspian Sea) and the inland fisheries, consisting of 
various fresh water resources. 

The southern region is by far the most important in terms of 
volume. Tuna and tuna-like species, such as skipjack tuna, 
longtail tuna, and yellowfin tuna, make up a large part of 
fisheries along the southern coastline. In 2014, Iran was the 
second largest producer of tuna in the Indian Ocean (FAO, 2015). 
Shrimp species, like Indian white shrimp and banana shrimp, are 
also important in the south. The Iranian government has agreed 
to various bilateral agreements concerning fisheries along its 
southern coastline, to ensure long-term fishing rights. Industrial 
fishing vessels, operated by private companies, dominate the 
industry in these waters. However, thousands of small wooden 
and outboard-powered boats are still being used along the 
southern coastline, many by private fishermen. Smaller boats 
with sail, so called dhows, dominate fisheries in the northern 
region in the Caspian Sea. The most common species in this area 
are grey mullets, sturgeon, and Caspian kutum. For the inland 
resources, smaller boats with or without motors are used to 
catch mainly carps and trout. 

Aquaculture
Iranian fish farming can be dated back to the 1920s, and the 
industry has been on the rise since the mid-1980s. In recent 
years, rapid development has been made in the field of cold-
water aquaculture. Aquaculture’s contribution to the total 
fisheries in Iran has increased from under 10% in the mid-1990s, 
to 40% today. Popular farmed species include Chinese carps, 
rainbow trout, and shrimp. Much of Iran’s produced shrimp is 
being exported to countries like the UAE and Vietnam. During 
the last 20 years, rainbow trout has made up a larger part of 

the total aquaculture production. The Iranian government has 
indicated that it will focus on developing the fish farming culture 
on the northern and southern coasts. There is a need for new and 
modernized fish farming technology, as the technology being 
used today is largely outdated. The government is increasing its 
efforts to expand aquaculture as an important part of enhancing 
food security, as well as increasing exports and meeting a higher 
domestic demand for seafood products.

The Iranian government started The Sixth Iranian Fisheries 
Development Program in April 2017, with an increased focus 
on overfishing and managing a sustainable seafood sector. The 
program intends to increase total aquaculture production to 
811,000 tonnes by 2021, from 320,000 tonnes in 2014. 

Caviar production 
Iran is one of the world’s largest exporters of caviar. After the 
caviar industry took a hit following the sanctions, Iranian caviar 
is now back on western market. In 2015, 1.5 tonnes of caviar 
were produced, most of which was exported to countries like 
Germany, Japan, the United Kingdom, Italy, Belgium, South 
Korea, the UAE, and Norway (Innovasjon Norge, 2016). It is still 
some way back to the levels of the early 2000s, when caviar 
exports were 40 tonnes annually. Caviar production is situated 
in the north, along the Caspian Sea, and relies on the eggs of 
beluga sturgeons. The key competitors in the world market 
are Russian caviar producers, situated along the north of the 
Caspian Sea. 

Domestic seafood consumption 
Even though trends are changing, the Iranian population 
is considered to have one of the lowest rates of seafood 
consumption in the world. Except from coastal communities, the 
people of Iran have little tradition of eating fish, and often prefer 
chicken or meat. The average consumption of fish is around 
10 kg, roughly half of the world average. Thus, marketing and 
distribution of seafood products is undeveloped. However, times 
are changing, and one objective from the Iranian government 
has been to increase domestic seafood consumption. To 
achieve this, investments are made in the industry to improve 
production technology and quality of the finished products. 

Market access
A key entry barrier for Norwegian companies relates to food 
safety. Mattilsynet (The Norwegian Food Safety Authority) and 
the Iranian Veterinary Organization are working together on the 
necessary foundations for Norwegian export of seafood and fish 
farming technology to Iran. 

Iranian officials have strict demands for expiration date for fresh 
salmon, which is set to only 4 days, compared to 14-18 days for 
most other markets. According to Mattilsynet, it takes 38 hours 
to get fresh salmon from the Norwegian west coast to the airport 
in Tehran, which leaves only 134 hours to distribute and sell the 

FISHERIES & AQUACULTURE
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salmon. Thus, an efficient and well-developed supply chain is 
key to exporting seafood products from Norway to Iran. 
The Iranian Fisheries Organization (Shilat) is responsible for 
managing fisheries and aquaculture. The organization is 
overseeing fisheries and fish farming, and is responsible for 
protecting existing resources, as well as developing new areas 
through research. 

Cooperation with Norway
The Norwegian government and Iranian officials have arranged 
talks on Norwegian cooperation in Iranian fisheries. The 
Norwegian Minister of Fisheries, Per Sandberg, has visited Iran 
and concluded that there are great opportunities for Norwegian 
involvement in developing caged fish farming. Sandberg has 
also made it clear that there is a substantial opportunity for 
even greater amounts of Norwegian salmon export to Iran. 
Furthermore, plans of establishing fish farming of trout in the 
Caspian Sea could mean that Norwegian fish farming technology 
could be exported to Iran on a greater scale. 

Opportunities 
Due to overfishing, there are few opportunities to increase catch 
of wild fish. However, opportunities to increase fish farming 
and other aquaculture production are apparent. As emphasized 
by the Norwegian Minister of Fisheries, there are substantial 
opportunities for increased export of Norwegian salmon. 
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Considering Iran’s long coastline in the south 
along the Persian Gulf and Oman Sea, Iran could 
prove to be a gateway to many of its landlocked 
neighbours, such as Afghanistan and Kazakhstan. 
The shipping industry is in the need of USD 50 billion 
in investments. 

The shipping industry in Iran is dominated by the state owned 
Islamic Republic of Iran Shipping Lines (IRISL), which operates 
155 ships, many of which are old and outdated. IRISL has seen 
its global rankings jump upwards since January 2016, and IRISL 
now rank as the 22nd largest carrier in the world, according to 
the global shipping website Alpaliner. A Managing Director in 
IRISL said the fleet is aiming to rise to the place of 15th largest 
shipping line in the next two years with a broad objective to get 
among the top ten by 2021. 

Iran has 11 main ports, the key being Assaluyeh, Bandar Abbas 
and Bandar-e Eman Khomeyni, all of which are located in the 
south. These three ports handle around 90% of all shipped 
goods to band from Iran annually (ISY, 2014). Bandar Abbas 
is the largest and most strategically located marine base. It is 
also the headquarters of the Iranian Navy, and a major part of 
Iranian shipbuilding facilities and dockyards are located here, as 
well as many major marine assets. 

Opportunities  
The largest shipbuilding company in China (DSIC) has projected 
that Iran will need to spend USD 8-12 billion to replace their 

aging fleets by 2022. This figure covers vessels required for 
Iran’s maritime industry including cargo, container and oil ships.

International firms have made commitments to increase 
shipping lines to Iran. CMA CGM, the third largest container line 
in the world, signed an agreement to share vessel capacity and 
operate trade routes with IRISL in January 2016. In addition, 
CMA CGM stated it would open six offices in Iran, as the cargo 
company seeks to become a major player in trade between Iran 
and the global community.

Container trade has been predicted to grow substantially 
over the coming years. According to the Head of Research 
and Development in Sina Ports & Marine Services, Iran’s 
largest terminal operator, the country will enjoy a 25% growth 
in container trade until 2021. These predictions and the 
cooperation with some of the world’s leading shipping firms, 
the coming years could result in a massively increased maritime 
presence for Iran. 

In addition to its own market of 80 million people, Iran is the 
gateway for its landlocked neighbours such as Afghanistan, 
Turkmenistan, Uzbekistan, Kazakhstan, Kyrgyzstan, Azerbaijan 
and Armenia. With a well-developed network of railway and 
roads, and more being developed, Iran could become an 
international hub of transit and logistics. According to Iranian 
officials, the shipping industry is in the need of vast investments, 
and they call the current situation a “window of opportunity.”

SHIPPING
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90% of all vehicles in Iran are manufactured within 
the country’s borders, making the automotive 
industry a key player in the Iranian economy. Iran is 
the largest market for motor vehicles in the region. 
In 2016 Iran produced almost 1.2 million vehicles 
(OICA, 2016). The country has a long tradition for 
manufacturing of parts and vehicles of many types, 
and is the largest manufacturer of motor vehicles in 
the Middle East. 

The automotive industry accounts for around 2.5% of the 
Iranian economy and 5% of its workforce, and is the largest 
manufacturing industry in Iran (Behgozin Brokerage Co., 2016). 
Around 370,000 Iranians work in the industry (2014). With growth 
in GDP per capita, much of future growth in the automotive 
industry could come domestically. 

Production
The vehicles manufactured in Iran are outdated compared 
to western standards. Data also shows that the industry is 
dominated by low productivity. Most Iranian players in the 
industry are government owned. According to a report from 
the Ministry of Industry, Trade and Mine, customer satisfaction 
for domestically manufactured vehicles is very low. Thus, 
there is potential in modernizing the production lines and the 
management of production, as well as the final products. This will 
require substantial investments in research and development 
the coming decades. 
IKCO is the leading manufacturer, with an annual production 

of over 500,000 vehicles. Saipa is another major producer. 
Historically, French automakers, particularly Peugeot Citroën 
(PSA) and Renault, have had a solid presence. They are 
still leading the way in investing in new projects within the 
automotive industry. In January 2016, the PSA group announced 
that it would invest USD 460 million in new manufacturing 
plants. Since the sanctions were lifted, American cars and trucks 
have also re-entered the Iranian market. 

The government is now encouraging foreign companies to invest 
in the Iranian automotive sector. President Rouhani himself 
has stated that ideally, the Iranian automotive industry should 
become “completely privatised and competitive” (President.ir, 
2017). A liberalized automotive sector will lay a foundation for 
potential future growth. 

Growth prospects 
McKinsey has found that Iran’s automotive industry has the 
potential of an 8% annual GVA growth to 2035, and adding 
almost 180,000 new jobs (McKinsey & Company (2016). A 
challenge, however, is lack of accessible consumer credit to 
finance purchases. If fixed, this could lead to greater demand 
for vehicles in the future. A largely fragmented supply-side 
and complex regulations are other aspects that could limit 
short-term development in the industry. Another key challenge 
concerns raising the quality of the finished products to meet the 
standards of western competitors. The Iranian government is 
aiming at increasing automotive production to 2 million vehicles 
by 2022, and is hoping to strengthen its position as an exporter 
of motor vehicles to the Middle Eastern market.

AUTOMOTIVE INDUSTRY
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Agricultural business accounts for 9% of the Iranian 
economy and employs almost one-fifth of the co-
untry’s workforce. Key agricultural products include 
pistachios, wheat, barley, tomatoes, sugar, potato-
es and rice. Nevertheless, Iran is still a net importer 
of rice and wheat. The agricultural sector is in need 
of modernization, which opens a major possibility 
for international players. Strong population growth 
coupled with limited development opportunities in 
agriculture has both led to strong migration to the 
cities and to high reliance on food imports.
Approximately one-third of Iran’s total land area is estimated to 
be suitable for agriculture, most of which is situated in the coun-
try’s northern and western areas.

Plants and crops
Along with the United States, Iran is the world’s largest producer 
of pistachio nuts, making it one of the country’s key export pro-
ducts. Over 350,000 people in the southern part of Iran make 
their living from growing and harvesting the nut. During the 
past years, an increasing part of pistachio exports have gone to 
China. Alongside the historically important pistachio production, 
wheat, barley and rice make up a significant part of the agricul-
tural industry in Iran. Production of crops relies on subsidies, 
as the Iranian government gives the farmers a guaranteed price 
of their products. Iran is also by far the world’s largest produ-

cer of saffron, often referred to as Iran’s red gold. The lengt-
hy extraction process contributes to making saffron the most 
expensive spice in the world.

Livestock and fisheries
Sheep and goat makes up the largest part of Iranian livestock 
production, followed by cattle. Due to Islamic law, raising of pigs 
are not permitted in Iran. In fisheries, Tuna and similar species 
are most important. A major part of Iran’s fisheries are situated 
around the Persian Gulf and the Oman Sea. Read more about 
fisheries in the seafood-section of the report. 

A fragmented supplier-side
Compared to farm size in other countries, the average Iranian 
farmer operates on a small area of land. In fact, the average 
Iranian farm is only 4.9 hectares, less than one-sixth of the ave-
rage size European farm.
A consolidation of Iranian farmland would improve productivity 
and profitability of the industry.

Challenges
Perhaps the greatest challenge facing the agricultural industry 
has to do with water usage. Today, water is great overused in 
agriculture in Iran when compared to other countries. This is 
a challenge that will need action before the industry is able to 
take on future growth. This problem is also highlighted in the 
five-year development plan released in late 2015. 

AGRICULTURE
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Ranking among the most mineral-rich countries 
on the planet, one would think that Iran is a key 
destination for the mining industry. However, the 
industry is largely undeveloped, and vast mineral 
resources remain unused. As for many other 
industries, the Iranian government has lately stated 
that it intends to develop the industry through 
private partnerships and foreign investments. If 
successful, the industry could become a key player 
in Iranian economic development. 

State controlled industry
Most of Iran’s mineral resources are state-owned. A key player in 
the industry is the government-owned Iranian Mines and Mining 
Industries Development and Renovation Organization (IMIDRO), 
which controls around 60 subsidiaries. IMIDRO is also responsible 
for drafting and implementing new policies across the industry. 
Along with mining, companies within the organization produce 
steel, aluminium, copper and cement. Besides other Iranian 
state owned and partly state-owned companies, the mining and 
mineral industry is influenced by Chinese players. 

Resources
The Iranian mineral industry is diverse, with 68 different of 
minerals (IMIDRO, 2014). The Iranian iron ore, copper and 
zinc reserves accounts for 8%, 4% and 1%, respectively, of the 
total global reserves. IMIDRO estimates the total value of Iran’s 
mineral holdings to be USD 700 billion. Iran has over 5,000 
operating mines, employing 85,000 people, many of which in the 
areas of Kerman, Yazd and East Azerbaijan (ISY, 2014). 

Despite large resources, mining and minerals only accounts 
for roughly 1% of GDP. The government has allocated USD 
15 billion over the five-year development plan 2016 – 2021, 
hoping this will help modernize the industry and attract new 
investment. Unfortunately, low commodity prices have reduced 
the investment pace. 

Considering the country’s substantial mineral wealth and the 
government’s plans to increase cooperation with private sector 
companies, the mineral industry will be particularly interesting 
to follow in the coming years and decades. IMDRO has set a 
target of increasing steel production to 52 million tonnes by 
2025, from around 17 million tonnes today. 

MINING & MINERALS
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With 19 different UNESCO World Heritage sites 
and a diverse landscape, tourism could become 
an important industry for Iran in the decades to 
come. From white beaches along the southern and 
northern coasts, to skiing resorts in the northern 
mountains, there is no typical Iran vacation. From 4 
million tourists visiting Iran in 2014, the government 
is aiming at 20 million visitors by 2025.

Small industry
Compared to other countries in the Middle East, Iran’s current 
tourism sector is small. The Iranian government is now making 
efforts to market Iran as a tourist destination and thereby 
increase the number of tourists visiting the country. The travel 
and tourism sector contributed to 2.9% of the Iranian economy 
in 2016, below the Middle Eastern average of 3.3%. Following the 
government’s efforts and growing interest in Iran’s attributes 
as a tourist destination, it is predicted that tourism’s direct 
contribution to GDP will rise by 7.5% in 2017, which would make 
a substantial difference for the country’s tourist facilities (WTTC, 
2017). 

Beyond Religion
Iran is rich in both history and culture. Those who have visited 
Iran over the past decades have, to a great extent, been religious 
tourists. They have visited religious places, like the shrine of Imam 
Reza in Mashhad, which attracts millions of Muslims each year. 
The government is now hoping to market the country as a historic 
and cultural tourism destination, in addition to its religious roots. 

Opening up
Following the lifting of sanctions, Lufthansa and British Airways 
immediately started flying directly from Europe to Iran. With more 
and more people visiting Iran, the demand for accommodation is 
increasing. Consequently, European hotel chains, such as Melia 
and EasyHotel, have all made plans to enter the Iranian market. 

The depreciation of the Iranian Rial over the past years has made 
the country even more attractive to visitors. According to World 
Economic Forum, visitors to Iran are exposed to competitive 
prices, compared to similar countries in the Middle Eastern 
region (SATBA, 2017a). Combining this with an increasing interest 
in Iran’s historic, religious and cultural treasures, tourism could 
boom in the coming years. 

However, for this to happen improvements are needed in 
tourism infrastructure, where Iran scores well below the regional 
average (WTTC, 2017). This is also the case for air transport 
infrastructure. On the contrary, Iran scores better than that 
of Middle Eastern comparables when it comes to resources 
available to visitors. 

TOURISM
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Adjusting for purchasing power, retail sales per 
capita in Iran are well above the global average, 
and on par with Germany. The retail sector is the 
fourth largest industry in Iran, accounting for 8% of 
the overall economy. The consumer goods industry 
accounted for 4% of the Iranian economy in 2014, 
making it the ninth largest sector in the country. 
Western brands are gaining popularity, and more 
international brands are expected to be launched 
on the Iranian market in the coming years. 

Dominated by domestic brands
The retail and consumer goods industries are largely 
dominated by Iranian brands. However, some international 
brands, such as Unilever and Nestlé, have a strong presence 
in the country, and even have local production facilities. In the 
sector of fast-moving consumer goods all the top ten popular 
brands are domestic. Imports account less than one-tenth of 
the total sales of fast-moving consumer goods. The Iranian 
population is showing an increased interest in western brands. 

The supplier side is largely fragmented, and mostly made 
up of small independent stores and bazaar outlets. For 
instance, there are over 400,000 different grocery shops in 
Iran. According to Euromonitor International, the largest 
grocery chain, Refah, has a very modest market share of 
1.4%. A consolidation of the supply-side would increase 
efficiency and profitability. In larger cities, shopping malls 
are gaining popularity, like the Isfahan City Center in 
Tehran.  

Looking towards the west
Considering the increasing popularity of western 
brands and a high sales numbers per capita, there are 
possibilities for foreign investments. Iran could be a 
lucrative destination for production of consumer goods, 
making it a key player in the Middle Eastern market. 
The Iranian market is expected to see many launches 
of well-known international brands in the coming years, 
according to Euromonitor International (Sherif, 2016). This 
certainly makes the retail and consumer goods industries 
interesting to follow over the next decade. 

RETAIL & CONSUMER GOODS



INTERNATIONAL BUSINESS   |  46

4

Framework 
for doing business



INTERNATIONAL BUSINESS   |  47

FRAMEWORK FOR DOING BUSINESS



INTERNATIONAL BUSINESS   |  48

BUSINESS 
CULTURE

In recent decades, the Iranian business environment 
has become more open to foreign investors and 
international business, however Iranian business 
practices remain influenced by traditional Islamic 
beliefs. Though business practices are changing to 
adapt to a more international operating environment, 
companies looking to enter the market will have 
to accept regional customs and traditions to be 
successful. Iranian business practices stem from 
a nuanced combination of free enterprise, culture, 
and faith.

The working week in Iran begins on Saturday and runs to 
Wednesday/Thursday, with typical working hours between 9:00 
and 17:00 and a lunch hour at 13:00.  Business is not conducted 
on Fridays. With a predominantly Muslim population, religious 
practices are common in the workplace, so be prepared to 
recognize daily routines that may put religious practices ahead 
of business goals. Most notably, Muslims pray five times a day, 
and the prayer times change with the sun and geography. 
Being aware of these prayer times may help avoid unexpected 
interruptions.

Most businesses and government officials speak English, 
however bringing a translator may help things go more smoothly, 
and will avoid any miscommunications. Meetings are commonly 
scheduled far in advance, usually 3-4 weeks ahead, but could 
be booked as early as six weeks ahead. It is also best practice to 
call a few days ahead of a meeting to re-confirm. Iranians have 
a flexible view of time, and it is likely that a meeting will begin 
later than planned, however it is best to show up on time. Even 
if kept waiting, it is important to remain courteous and avoid any 
outward display of frustration with delays.  

When meeting with Iranian colleagues, a formal handshake is 
an appropriate greeting. Men should wait for Iranian women to 
initiate a handshake, and if she does not, a simple nod with a 
smile is appropriate. Women are free to shake hands of both 
Iranian men and women. Use your right hand when exchanging 
business cards, and when you receive a business card, review 
it briefly before carefully putting it away. At your first meeting, 
address men with ‘agha’ followed by the last name, and women 
with ‘khanoom’ followed by the last name. When the relationship 
becomes less formal, counterparts will begin to address you 
with your first name, and you should do likewise. When it comes 
to dress, modest attire is best for both men and women. Men 
commonly wear a suit and shirt, but ties are not usually worn. 
Women should endeavour to ensure arms and legs are covered, 
and should also cover their heads with a scarf. The more hair 
that has been covered with a scarf, the more conservative a 
woman appears, which may be a prudent choice for a visitor to 
Iran.

Success in Iranian business is often influenced by who you know. 
Iranian colleagues want to get to know colleagues on a personal 
level, and therefore initial meetings will focus solely on getting 
to know one another, rather than discussing business.  This 
means that dealings may proceed more slowly than Westerners 
are used to before good relationships have been established. 
Once business dealings have begun, it is still common to have 
small talk at the beginning of a meeting, where it is acceptable to 
speak about light topics, such as family and health. It is polite to 
wait until your Iranian counterpart shifts the topic to business.

In negotiations, Iranians are very astute in business and enjoy 
negotiation. Be prepared for a lot of back and forth, and 
expect this to take some time. Iranians are quite comfortable 
expressing strong emotions and this may be used as a tactic in 
negotiations. Be patient if your counterparty appears angry or 
storms out of a negotiation.  Iran is hierarchical, so while the 
final decision will be made at the top, so it may be necessary to 
negotiate with different people as you work your way up to the 
final decision-maker. Iranians will want to be sure on the final 
decision, so meeting multiple people will help them to gather a 
number of opinions before proceeding. Avoid putting pressure 
on the decision-making process, as this may leave a negative 
impression and be counter-productive.

      Do’s
• Try to get to know your Iranian counterparts
• Avoid topics of conversation that may cause offense
• Show respect by taking a sensitive approach to 

cultural differences you encounter
• Take a long-term view. Iran is a country which 

relishes and enjoys long-term partnerships. 
 
 

Dont’s
• Don’t criticize Iranian counterparts in front of  

other business colleagues
• Don’t schedule meetings during the holy month of 

Ramadan
• Don’t give a thumbs-up sign, as this is offensive in 

Iran
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CORPORATE SOCIAL
RESPONSIBILITY IN IRAN

Corporate Social Responsibility in Iran.
Corporate social responsibility (CSR) - is not traditionally a part 
of business culture in Iran, however in recent year the CSR 
Development Centre in Iran has been formed as the first Iranian 
member of the UN Global Compact. The CSR Centre is the leading 
provider of information in Iran, and contributes in areas such 
training, research and consultancy (UN Global Compact, 2016). 
The centre was created to help the development of responsible 
business practices in Iran, and assist with implementing these 
practices in the Iranian business culture. The organization seeks 
to help companies through their educational services to gain 
a better understand of CSR as a concept and the benefits of 
implementing CSR in their business agenda. 

The Paris Agreement 
The Paris climate agreement is an agreement within the United 
Nations Framework Convention on Climate Change dealing with 
greenhouse gas emissions mitigation, adaptation and finance, 
beginning in the year 2020. In the agreement, each country 
determines, plans and regularly reports its own contribution it 
should make to mitigate global warming (Climate Ambassador, 

2017). Iran has pledged to reduce its emissions by 12% 
(Waldman, 2018).

Iran faces particular challenges from climate change, having 
suffered years of worsening drought and dust storms, 
compounded by poor water resource management. In July 
2017 the cabinet approved a macro strategy designed to curb 
greenhouse gas emissions, combat air pollution, boost energy 
efficiency, and harness renewable energies fully and effectively 
(Tehran Times, 2017).



INTERNATIONAL BUSINESS   |  50

Significant market opportunities for foreign 
investors have emerged in Iran since a number of 
sanctions were lifted or relaxed starting from 16 
January 2016. According to the World Bank, Iran is 
the second largest economy in the MENA region 
after Saudi Arabia; with the 2nd largest gas reserves 
and 4th largest oil reserves in the world. Iran’s 
economy is characterized by a large hydrocarbon 
sector, small scale agriculture and service sectors, 
and a noticeable state presence in manufacturing 
and financial services.  Iran also offers tax incentives 
and exemptions to attract foreign investments 
and promote business development. As a result, a 
number of foreign companies have shown interest 
to enter the Iranian market since 16 January 2016.

Forms of Doing Business in Iran
There are seven primary forms of business that may be set up 
in Iran by a non-resident foreign company, the most popular 
ones being the branch/representative office, Private Joint Stock 
Company, and Limited Liability Company (LLC).

There are limitations to the activities permissible to be carried out 
by a branch i.e. import of goods is not permissible. Permissible 
activities of a branch include e.g. after sales services, conducting 
economic surveys and preparation of grounds for investment of 
the foreign company in Iran, providing technical and engineering 
services, etc.

A limited liability company is a company formed by minimum 
of two or more persons for the purpose of trading; the 
company’s capital is not represented by shares or bonds, and 
the responsibility of the partners (at least two) is limited to the 
extent of their contribution only.
A joint-stock company is a company whose capital is divided 
into shares and the liability of its shareholders is limited to the 
par value of the shares they hold. It is considered as a trading 
company, regardless of the fact that operations conducted by 
it may not be trading in nature. The members of a joint-stock 
company must not be less than three.

Corporate income taxation
Iranian companies are considered as residents for Iranian 
income tax purposes and are therefore, subject to 25% corporate 
income tax on its worldwide income. 
A branch of a foreign company is also considered a resident for 
Iranian tax purposes and subject to 25% corporate income tax 
on income from activities performed in Iran. Ordinary losses 
may be indefinitely carried forward to be set off as deduction 
against taxable income in subsequent years. Losses may not be 
carried back.

TAX

Withholding (WHT) taxes to Norway
Iran has a quite extensive tax treaty network with a total of 44 
double tax treaties in place and additional 21 treaties which 
have been negotiated but are not yet in force. There is however 
no tax treaty in place between Norway and Iran (currently under 
negotiation), hence domestic WHT rates will apply on payments 
made to Norwegian companies.
 
There is no WHT on distribution of dividends from an Iranian 
company to its foreign parent company or on repatriation of 
profits by an Iranian branch to its head office abroad. Interest 
payments from Iran to a foreign lender / bank are subject to a 
5% WHT.
Foreign companies with no branch in Iran are subject to 

Activity
Effectives 

income tax 
exemption 

Duration

Agriculture 100 % No limit

Industry, manufacturing  
and mining

100 % 5/7 years

Industry , manufacturing 
and mining in less 

developed areas

100 % 10/13 years

Hospitals, hotels, 
tourist accommodation 

facilities

100 % 5 or 10 years

Export of locally 
manufactured  
non-oil goods 

100% Permanent

Handicrafts 100 % Permanent

Cultural activities 100 % Permanent

Income from 
licensed economic 

activities in free 
trade zones

100 % 25 years

Educational and 
sports services

100 % No limit

Salaries in less  
developed areas

50 % Permanent – 
tax credit
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25% standard corporate tax rate on deemed profits of 10% 
to 40% (determined to be in the range 10% to 30% based on 
Implementation Directive), which results to an effective tax rate 
of 2.5% to 10% ( 2.5% to 7.5% based on the Implementation 
Directive on services and royalty/license fees). The legal entity 
paying to a foreign company is obligated to deduct and pay the 
tax, on behalf of the foreign company as full and final settlement 
of tax liability, and issue the tax receipt to the foreign entity.

Incentives
The Government of Iran offers a wide range of fiscal and 
regulatory incentives, and foreign investors are entitled to and 
offered the same support and privileges that are accorded to 
local investors. Foreign investors are likely to benefit from 
tax incentives and exemptions based on the type of business 
activities and investment as well as the location where the 
activities are carried out.

Income tax filing and reporting requirements 
for resident companies and branches
Resident companies and branches must file an annual corporate 
income tax return (deadline is 4 months from the end of the 
fiscal year) and pay the tax due according to what is declared in 
the tax return at time of filing the tax return. 
Resident companies and branches are also required to keep 
statutory accounting books written in the Persian language 
(although the books can be kept in another language, the 
statutory accounting books must be prepared in Persian). 

Personal income taxation and social security
Iranian and expatriate personnel with work permits are regarded 
as Iranian tax residents and subject to salary tax (exemptions 
may apply in free trade zones). Generally, tax treaties signed 
by Iran with other countries have a 183-day rule, meaning that 
only expatriate that stay for more than 183 days during a twelve 
month period will be subject to tax in Iran (unless employed by 
an Iranian company or branch). However, based on a directive 
issued all expatriate employees must pay salary tax in Iran for 
the duration of validity of their work permits, which is normally 

one year. As Norway has no tax treaty with Iran, expatriates with 
work visa will be subject to tax from day one, even though the 
procedure for obtaining work permit and resident permits would 
take some time. Expatriates on business trips are however are 
generally not subject to tax in Iran. 
Salary of employees is subject to tax at progressive rates of 10 % 
and 20 %, after deducting the basic annual exemption (IRR 240 
million – for the calendar year that ends on 20 March 2018). For 
expatriate employees a deemed salary scheme may be elected. 

All employees working in Iran should be covered by the 
employer under the contributory social security scheme of Iran. 
The social security charge is levied on a maximum ceiling, which 
is presently IRR 2,169,839 per day (which is revised annually at 
the beginning of each Iranian calendar year; i.e. 20 or 21 March). 
The employee’s contribution is 7%, and the employer’s share is 
23% for Iranian employees and 20% for expatriate employees. 
Expatriate personnel might be exempted from the Iranian social 
security charge if they can prove to the relevant authorities that 
they are insured under a similar scheme in their country of 
domicile. 

Iran has a pay-as-you-earn (PAYE) system for the payment of 
salary tax and payroll social security contributions. Employers 
should file a monthly payroll list with the Tax Office. 

There are no tax filings to be done with the tax authorities by the 
employees and the tax paid by the employer is final.

VAT and customs
Currently general VAT rate applicable to most goods and services 
is 9% (cigarette 15% and petrol up to 30%), with few exemptions. 
The responsibility for paying VAT on goods or services imported 
lies with the importer of such goods or services. 

Companies that are subject to VAT on their goods or services 
must register for VAT, obtain a VAT ID number, and account for 
VAT on a quarterly basis, by filing a quarterly VAT return (4 April, 
6 July, 7 October and 5 January). 
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At the end of each quarter, if output VAT (VAT collected from 
customers) is more than input VAT (VAT suffered on purchases 
of goods or services), the difference must be paid to the tax 
authority. If input VAT is more than output VAT, the difference 
will be carried forward to the subsequent quarter, or refunded 
upon request by the taxpayer. There is VAT exemption / 
reduction within the free trade zones / special economic zones, 
subject to conditions.

Customs duty is generally imposed on all goods imported to 
Iran, unless specifically exempted. The customs duty on imports 
ranges from 4% to 150%, depending on the goods imported. 
There are no duties imposed on exports from Iran. Further, there 
are customs exemption / reduction under certain circumstances 
i.e. use of equipment in production line or goods produced in 
free trade / special economic zones.

Imported goods can only be cleared from customs after the 
applicable customs duty and VAT are paid.

Other significant taxes
Contract social security
Contract work performed in Iran, by both foreign and local 
contractors, is subject to a contract social security (CSS) charge. 
The application of the CSS charge is dependent on where the 
work is actually performed, and the duration of the work is not 
relevant.

The CSS charge is either 7.78% or 16.67% of the total contract 
value and is hence a potential considerable cost. The lower rate 
of 7.78% generally applies where the contract includes local 
supplies or mechanical rather than manual services. Otherwise, 
the higher rate applies. 

The local customer is obliged to withhold 5% of each invoice and 
the entire amount of the last invoice as CSS retentions and will 
only release these sums if/when the foreign contractor submits 
a social security clearance certificate to the local customer. If the 
contractor is unable to obtain social security clearance within 12 
months, the local customer should deposit the amount withheld 
from the contractor, with the SSO.

Stamp duty 
A Stamp duty of 0.05% applies to shares and partnership shares 
of all Iranian companies, except cooperative companies.
  
Share transfer taxes
There is no capital gains tax on the sale of shares, but share 
transfer taxes apply. The sale of shares traded on the stock 
exchange is subject to transfer tax at a rate of 0.5% of the sale 
value of the shares transferred. Sale of shares not traded on the 
stock exchange and partnership shares are taxed at 4%. 

Miscellaneous matters
Foreign-exchange controls and banking channels
Iran operates a Managed Floating Exchange Rate System. 
In this system, the official exchange rate will be kept close to 
the free market exchange rate. The official exchange rate is 
announced daily by the Central Bank of Iran (CBI) and the CBI 
offers currencies via the Foreign Exchange center (FEC) to those 
who are eligible receiving it. Therefore, there are currently two 
exchange rates in operation for foreign currency in the Iranian 
market as follows:

1. Official exchange rate – this is the rate which is announced 
daily by the CBI. The CBI uses this rate to allocate currencies 
to applicants compliant with the rules and regulation issued 
by the government. Iran practices foreign exchange control, 
which means that any transaction involving foreign currency 
is subject to strict control by the CBI.There is however no 
restriction on Iranian entities borrowing from foreign banks. 
Foreign currency received by Iranian banks can only be paid 
out in cash in Iranian rials (IRR) at the official CBI exchange rate. 

2. Free market rate – all natural and legal persons can purchase 
currency at this rate from brokers and exchange houses in 
Iran or remit it to other countries. There is approximately 
12–15 % difference between these two rates, free market 
rate is more expensive. Exchange houses are regulated 
by the CBI. Exchange houses use the free market rate on 
inbound and outbound foreign currency transactions.

Since January 2016 Iranian banks have started establishing 
relationships with foreign banks, including some mid-sized 
European and Asian banks.  Austria’s Oberbank and Denmark’s 
Danske Bank have recently signed agreements with Iran 
and resuming banking ties with the country after the lifting 
of sanctions last year. The new deals are the first banking 
agreements Iran has had with European banks since 2002. 
There is currently no official available information that indicates 
that Norwegian banks are cooperating with Iranian banks   

Other tax rules
There are currently no transfer pricing rules, thin capitalization 
rules, anti-avoidance rules or rules granting group relief available 
in Iran while some of these may be implemented in practice.

Sanctions 
Sanctions may still apply to foreign companies (including 
Norwegian companies) acting in the US, or their dealings with 
US companies and individuals. Hence, before entering the 
Iranian market it is important to carry out a proper due diligence 
and investigate whether any sanctions could restrict the 
contemplated activities or investments of Norwegian entities in 
Iran.

(Written by EY)
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After being locked out of the international business 
world for decades, the lifting of several sanction 
over recent years has opened up a broad range of 
business opportunities for international corporations 
and investors. The obvious sector of interest is 
within oil and gas, as Iran has some of the world’s 
largest reserves. But with a population of over 80 
million, with a large proportion of both young and 
educated, the Iranian consumer market poses new 
possibility. The formerly closed off country also 
needs a considerable update of its infrastructure, 
with several new airports, railroads, motorways 
and telecom currently under planning. All of which 
are projects of interest for foreign businesses and 
investors. 

However, with new emerging markets comes risks. Even though 
the sanctions regime has been reduced, Iran still remains a high-
risk jurisdiction in which to conduct business. The isolation by 
international sanctions has led to poverty, high unemployment 
and corruption. Iran suffers from lack of accountability 
and transparency, trust in financial and credit information, 
underdeveloped local corporate governance and compliance 
standards, and an increased risk of money-laundering, terrorist 
financing and sanctions. 

It is vital that all these risks are carefully addresses and 
assessed, and mitigating actions implemented prior to entering 
into a business relationship in Iran, in order to avoid the risk of 
violating international sanctions, legal liability and reputational 
loss. 

CORRUPTION RISK
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Government and legal frameworks
Several challenges face those who wish to engage in business 
activities in Iran. One of the most important challenges may 
be the internal factionalism between the republicans and the 
revolutionaries, which to a large extent drives Iran’s foreign 
policy and sets the tone towards foreign investors. The lifting 
of sanctions combined with vast oil and gas resources, Iran 
continues to be an interesting market for international 
investors. However, the uncertainty concerning the sanctions 
regime has so far resulted in investors holding back in fear of 
new sanctions being imposed in the future, which could result in 
their investments being “locked in”.
 
According to the Financial Times , the IRGC, still under 
international sanctions, is connected with a widespread network 
and have built roads, bridges, jetties & dams, developed oil and 
gas fields, run the national telecom company and own at least 
the two banks Ansar and Mehr. It is reason to believe they will 
try to maintain their standing also when foreign investors enter 
the market, increasing the risk of corruption and violation of 
sanctions. However, at same time the same Financial Times  also 
reports about the recent crackdown on at least a dozen IRGC 
members and affiliated businessmen in September, 2017 by 
Rouhani’s administration. 
In addition, the government exercises its control through the 
legal framework which allows, or rather requires, that certain 
business decisions be approved by the Parliament. This poses a 
high risk for all foreign investors, who to a greater extent than 
local Iranian companies, will be exposed to unjust and unfair 
decisions. For instance, arbitration claims relating to public and 
state property require such approval.
The possible state’s interference combined with the high 
corruption risk within the judicial system should be something to 
watch out for investors. It is thus advisable that foreign investors 
and businesses engage in in-depth due diligence of all business 
partnerships, and not least take their time drafting thorough 
contracts.

International rankings
Iran has a special standing in the Middle East, as an energy 
superpower on the one side, and a sanctioned regime on the 
other. The business possibilities and the complex legislative 
and cultural landscape contributes to a number of analysis and 
rankings in order to determine the investment landscape in Iran. 
A selection of relevant rankings are listed below:

• Corruption   
Transparency International, an international non-
governmental organisation ranks Iran 131 of 176 in its 
annual Corruption Perception Index, where the country’s 
perceived level of corruption is assessed (0 is best). 

• Money laundering and terrorist financing   
Basel Institute on Governance ranked Iran as the country 
with the weakest framework globally for preventing and 
mitigating money laundering and terrorist financing. The 
findings are presented in the Basel AML Index of 2017.  

• Rule of law, government, regulatory efficiency and 
open markets 
The Economic Freedom from Heritage Foundation ranks 
Iran as 155 out of 180 (0 is best) 

• Freedom   
Freedom House issues Iran with its lowest ranking “not 
free” based on an evaluation of Iran’s electoral process, 
functioning of government, freedom of expression and 
beliefs, organizational rights etc. 

• Property law 
 Americans for Tax Reform’s Property Rights Alliance 
ranked Iran as 101 of 128 based on an assessment of Iran’s 
legal and political environment, in addition to physical and 
legal property rights (0 is best) 

Corruption
Widespread corruption is a fundamental issue in Iran. As shown 
above Iran continues to rank as one of the most corrupt countries 
in the world, scoring 130 of 180 on Transparency International 
Corruption Perception Index (CPI) in 2018. The ranking based 
on their perceived levels of corruption, as determined by 
expert assessments and opinion surveys. Corruption remains 
endemic at all levels of the bureaucracy, despite regular calls 
by authorities to tackle the problem. Powerful actors involved 
in the economy, including the Islamic Revolutionary Guard 
Corps (IRGC) and bonyads (endowed foundations), are above 
scrutiny, and restrictions on the media and civil society activists 
prevent them from serving as independent watchdogs to 
ensure transparency and accountability However, the most 
recent reports by Freedom House  also suggests that Iranian 
government is attempting to curb the economic dominance of 
the IRGC, which has enabled corruption.

The business climate in Iran is known for the need to pay bribes, 
and several major international corporations have faced scrutiny, 
criminal liability, and reputational damage for doing so. Agents, 
or so-called “fixers”, with connections to political individuals and 
persons with decision-making powers, pose an especially high 
risk. Several countries, including Norway, UK and the US have 
corruption laws and regulations with an extraterritorial area of 
application.

Corruption is prohibited in Iran, and the Iranian Constitution 
article 143 explicitly states that “The assets of the Leader, the 
President, the deputies to the President, and Ministers, as well 
as those of their spouses and offspring, are to be examined 
before and after their term of office by the head of the judicial 
power, in order to ensure they have not increased in a fashion 
contrary to law”. However, it reportedly has had little effect, as 
there is no record of this article being enforced.  

Further, the constitution describes a separation of powers, 
where the judicial system is separate from the executive. 
However, this separation of powers is neither implemented nor 
adhered to. The Supreme Leader Ali Khamenei has absolute 
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powers over all government institutions, including the judiciary 
system. The Supreme Leader is in charge of appointing the 
head of the judiciary, which in turn will appoint the head of the 
Supreme Court. Anyone conducting or planning on conducting 
business in Iran must be aware that the judicial system may 
make uncertain, or unfair rulings, which poses a risk for both 
local and international businesses.

That being said, Iran has climbed on Transparency International 
Corruption Perception Index from 144 in 2013 to 131 in 2016, 
which is evidences that some efforts have been taken. It is reason 
to believe that international pressure from foreign governments 
and investors, has motivated the Iranian government to apply 
measures to deal with the country’s serious issues related to 
corruption, money laundering and terrorism. More liberal forces 
within the Iranian government have expressed the need to 
adhere to international requirements, in order to be an attractive 
country for investment. Otherwise, foreign investors may see 
the risk of themselves violating national and international law, 
and reputational damage to be too high, and rather focus their 
investments elsewhere.

Money Laundering and Sanctions
The inter-governmental body Financial Crime Action Task Force 
(FATF) sets standards and promotes effective implementation 
of legal, regulatory and operational measures for combating 
money laundering, terrorist financing and other related threats 
to the integrity of the international financial system. FATF will 
periodically undertake evaluation of countries’ anti-money 
laundering (“AML”) measures. The FATF considers Iran to be 
a very high risk jurisdiction with severe AML deficiencies, and 
call on its members to apply enhanced due diligence measures 
proportionate to the risk level arising from the jurisdiction.

Iran has previously taken limited efforts to deal with the 
money laundering and terrorist financing risk. However, since 
June 2016 Iran committed to address its strategic AML and 
counter terrorist financing (“CTF”) deficiencies and has agreed 
to implement measures. Thus, as of June 2017 FATF decided to 
suspend implementing counter-measures. Iran has until January 
2018 to implement the plan and will remain under close watch 
by FATF until the measures are implemented. 

When it comes to mitigating the risk of money laundering, 
terrorist financing and sanctions, foreign investors and 
businesses face the challenge of identifying their local Iranian 
business partners and the ties within Iran. Iran is famously non-
transparent with limited mechanism to identifying beneficial 
owners and politically exposed persons. This complicates the 
due diligence measures to be undertaken. Given the lack of 
formal systems and databases that can provide this information, 
due diligence measures must often be performed on the ground 
by experts with knowledge of the local system and relevant 
language skills, in order to manage regulatory and operational  
risk, as well as mitigate potentially expensive mistakes and avoid 
reputational damage. 

Entry to Iran poses a number of challenges, ranging from the lack 
of accountability and transparency, high levels of corruption, 
complex corporate structures, and potential reputational fall-
out in US, to the political, regulatory, and legal conditions. Before 
companies enter the market they need to accurately understand 
these risks to make informed decisions, when investing in or 
partnering with businesses and individuals, to mitigate mistakes 
and avoid reputational damage in US.

In order to make an informed decision, businesses entering Iran 
must ensure to identify at least:
• Entity’s registration details, identity of directors, 

shareholders and (undisclosed) ultimate beneficial owners
• Individual’s identity, profile, corporate interests, business 

history and track record (similar for ventures or business 
relationships)

• Perceived integrity and reputation of the entity/ individual
• “Red flag” issues, such as involvement in corruption, 

bribery, fraud, money laundering, organized crime, 
terrorist financing

• Undisclosed business interests or conflicts of interest
• Affiliation to sanctioned individuals or entities, such as the 

Iranian Revolutionary Guard Corps (“IRGC”) 
• Politically exposed person-relationships and political 

support, and any use thereof to gain unfair advantage

(Written by Deloitte)
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Given the potential for business growth and 
economic development in Iran, the question of how 
investments can be made possible is raised. Foreign 
citizens can register companies in Iran, allowing 
Norwegian investors to have complete control 
of their Iranian operations. Hence, there are no 
limitations for Norwegian citizens when it comes to 
establishing a legal entity in Iran. 

When establishing a company to invest in Iran, investors have 
the choice of starting a limited liability company or a joint stock 
company. Alternatively, Norwegian investors can establish an 
Iranian branch of their Norwegian parent company or enter 
into a joint venture with their Iranian business partners. Many 
Norwegian companies have chosen the latter, which allows 
them to make use of local knowledge and expertise. Irrespective 
of how operations are established in Iran, the company must 
abide by Iranian business law and labour regulations, in addition 
to the local taxation that applies. The Iranian government is also 
offering so-called “project companies”, which… [define what a 
project company is / how it is used] and are often used when 
the investment horizon is limited, for instance in the case of 
infrastructure investing. However, if one wishes to have complete 
control of their Iranian operations, a limited liability company or 
a joint stock company remain the two most favourable solutions. 
The Iranian government has put forward a range of plans to 
encourage foreign investment in various industries, including 

SETTING UP A 
COMPANY IN IRAN

oil and gas and renewable energy. In the case of renewable 
energy, the government is offering Power Purchase Agreements 
(“PPAs”) that guarantee the investor a certain future return on 
the initial investment. PPAs are explained in more detail under 
the section on renewable energy in part three of this report. 
Similar contracts to PPAs are available for investors in the oil 
and gas sector. 

The most predominant challenge when it comes to doing 
business in Iran relates to the financial system, particularly 
moving capital in and out of Iran. This challenge has also been 
addressed by the World Economic Forum, which in their annual 
Global Competitiveness Report of 2017/18 named the financial 
system the number one obstacle when it comes to doing 
business in the country. The reason behind these complications 
relates to U.S. sanctions that still exist, and that are not a part 
of the nuclear agreement signed in 2015. Consequently, when 
moving capital out of Iran, the bank involved cannot have any 
affiliation with the United States. Of course, this prohibits most 
western banks from assisting Norwegian firms in such a matter. 
For more detail on this challenge and available solutions, please 
refer to the section on entry barriers to the Iranian market. 

A company considering operations in Iran should also be familiar 
with the corruption risk involved and the various taxation laws 
that applies. Separate sections on corruption and taxation, 
written by consulting firms EY and Deloitte respectively, can be 
found in this report.
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According to the World Economic Forum’s Global 
Competitiveness Report 2016-2017, the most 
problematic barriers to conducting business in Iran 
are access to financing, inflation and inefficient 
government bureaucracy (WEF, 2016). 

Banking and Finance 
Despite sanctions being lifted on a large scale over the past 
few years, some sanctions remain. This still affects the Iranian 
banking sector and Norwegian firms seeking to do business in 
Iran. Iranian banks were for a long time banned from the SWIFT-
network for making international payments. This is changing, 
and banks have started reconnecting to the SWIFT-network. 
However, U.S. sanctions on financial institutions remain. Hence, 
for Norwegian firms to get funds out of Iran they are obliged 
to use banks without U.S. connections. Obviously, this rules out 
many western banks. Still, it is possible to do financial transfers. 
Some firms have found solutions using banks based in the 
Middle East or Asia. 

Government Bureaucracy 
For successful business relations it is crucial to use the right 
channels to access the government. Hence, Norwegian firms in 
Iran should always use local consultants in order to establish first 
contact. The incentives put forward by the Iranian government, 

BARRIERS
TO ENTRY

like the Power Purchase Agreements in the renewable energy 
sector, are meant to reduce the amount of bureaucracy and 
thereby increasing international trade. Still, according to the 
WEF, bureaucracy remains a major obstacle throughout the 
Iranian business world. 

Corruption 
Corruption ranks in fifth place on WEF’s ranking of problematic 
factors for doing business in Iran. Even though this is less of a 
problem in Iran compared to other parts of the Middle Eastern 
region, corruption is more common in Iran than Norway. Hence, 
risks of corruption should be considered for all Norwegian 
firms doing business in Iran. For more detailed information 
on corruption risks and measures, please look to the separate 
section on the topic written by Deloitte. 

04 81 21 6

Most problematic factors for doing busines s
Source: World Economic Forum, Executive Opinion Survey 2016
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