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TheIranianautomotive industry with total salesof 12 billion USD,makes
up for approximately19% of the countries total industry, as well as for
approximately2.5%- 3% of LǊŀƴΩǎGDP. Furthermoreit is responsiblefor
14%addedvaluecreationcontributionto the wholeindustry.

After new sanctionswere imposed on Iran in 2007, the automotive
industry faced numerouschallengesand total production decreasedby
approximately50%. However,after recent agreementsbetweenIran and
the P5+1, the Iranianautomotivesectorwill onceagainbe a keydriver of
the Iranianindustryasawhole.

Accordingto Iranµs Vision2025, the automotive industry is aiming for a
total production of 3 million units. However,accordingto current trends
and assumingthat no further sanctionswill be imposed on Iran, ILIA
expectsthat Iranwill produceup to 2 millionPVby2025.

ILIAanticipatesthat the industrywill collaboratewith Germanand French
companiesunder joint venture agreements,and that the Chinesewill
continuepushingtheir productsinto the market. ILIAis of the firm opinion
that no matter the directionthat the Iranianautomotiveindustrywill take,
it is certain that the governmentwill continue to directly and indirectly
supportit.

ILIACorporationadvisesclientson marketentry, strategy,andoperations.
We developpractical,customizedinsightsthat enableclients to act upon
and transfer skills that are market specific. Foundedin 2008, ILIA has
officesin Iran,Germany,andChina.



Impact Factors on Automotive Industry
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1. Automotive Industry Iran ς
Past to Present

Thebenefitsof developingadomesticautomotiveindustryaresignificant.
Theworldwideautomotiveindustryisestimatedto havea total cashflow
of more than 2,790 billion USD with a total production capacity of
approximately90 million (PV* and CV**) and it employsmore than 48
million people(directlyand indirectly). Accumulatedthis would makeup
for the 7th biggesteconomyof the world.

Thefirst FordModel T'sarrived in Iran in the 1930s and by 1955annual
imports had soared to approximately 10,000 units. Nowadays the
domestic Iranian automotive industry is estimated to have a yearly
nominal production capacityof 2 million cars(PVand PCcombined)of
whicharound1.09 million unitsof PVandCVproductioncapacityis being
utilized. It employsmore than 1.5 million people(directlyand indirectly)
makingup for 12%of the countriesworkforce. Furthermoreit hasa daily
nominal production capacityof 10 million componentswhilst drawing
input from sixtyrelatedindustrialfields.

With total salesof 12 billion USDit makesup for approximately19% of
the total industry,aswell as for approximately2.5% - 3%of LǊŀƴΩǎGDP.
Furthermoreit is responsiblefor 14% addedvaluecreation contribution
to the whole industry. The averageprofit of the industry is 4.5%. The
Iranianautomobileindustrymakesup for 1.2%of world production,and
currentlyholdsrank18 to 20.
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The Iranian automotive 
industry, with a turnover of 
approximately 

12 billion USD, is one of 
the focal points in the 
ƳƛƴŘǎ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ 
policy makers. It is the 
ŎƻǳƴǘǊȅΩǎ ǎŜŎƻƴŘ-largest 
industry after oil and gas.
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Severalnational brandsexist, suchas IKCO,SAIPA,ParsKhodro, Kerman
Khodro, and Bahmanthat producea variety of different models(suchas
Samand, Tiba, Dena,etc.). IKCOand SAIPAare the biggest automotive
manufacturersand together own more than 79% of the total market
share.
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Iran also looks at its automotive industry as an important sector for
exportingits productsto neighboringcountries. In 2012Iran exported520
million USDworth of automobilesand car components. Thesituation for
car and component manufacturers worsened in the following years,
leadingto a diminishingexport valueby 2013to 263million USD. In 2014
LǊŀƴΩǎshareof exportingautomobilesandcarcomponentswasannounced
to be at 243million USD. Thereareseveralreasonsfor the drop, however,
expertsconcurthat the keyreasonsarelow qualityandat the sametime a
highprice.
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Currently the Iranian automobile import market is ranked on 75th place
worldwide,makingup for lessthan a percentof the globalautomobileand
component importing market share. In 2010, its market share was 0.2
percentwith a total valueof 2.5 billion USD. During2011the marketshare
did not change,however,the total valueof it increasedto 2.9 billionUSD.
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Economicsanctionswere a big setbackfor LǊŀƴΩǎautomotive industry,
especiallyat a time when the industry was ready for major expansion.
Sincethe year 2012 the production output decreasedby approximately
50%(from 1.4 million to 0.7 million),whilst at the sametime the priceof
cars increased radically by about 300%. Furthermore the quality of
Iranian-madecarsdroppedat a similarrate aswell.
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Overthe pastyearssanctionshavehadaseriouseffect on Iran'seconomy

and its people. Since1979the United Stateshasled internationalefforts

to utilize sanctionsin order to influenceIran's policies,including Iran's

uranium enrichment program which Western governments fear is

intendedfor developingthe capabilityto producenuclearweapons. Iran

counters that its nuclear program is for civilian purposes, including

generatingelectricityandmedicalpurposes.

2. Sanction Situation and 
Impacts
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Prohibitions and / or restrictions on:

ÅThe import, purchase, transport, financing and insurance of Iranian crude oil 
and petroleum products

ÅTransfers of funds between EU and Iranian banks and financial institutions
ÅEU based sales, supply, export, transfer, purchase, import or transport of 

equipment or technology in relation to crude oil, natural gas and the 
petrochemical industry

ÅCredit and financial institutions establishing a new presence in Iran
ÅThe provision of technical assistance, brokering services, financing services or 

financial assistance in relation to oil and gas technology

The US sanctions on Iran relate to:

ÅIranian petroleum industry
ÅImports from Iran
ÅExports to Iran
ÅDealing in Iranian-origin goods or services
ÅFinancial dealings with Iran
Å"Pre-zero contracts" (Letters of Credit and other financing arrangements with 

respect to trade contracts)
ÅBanking services
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UN sanctions include provisions calling on member states to:

ÅPrevent the provision of financial services, or the transfer of any financial or 
other assets, or resources where such services, assets or resources could 
ŎƻƴǘǊƛōǳǘŜ ǘƻ LǊŀƴΩǎ ǇǊƻƭƛŦŜǊŀǘƛƻƴ-sensitivity

ÅNuclear activities or the development of nuclear weapon delivery systems
ÅTake appropriate measures that prohibit the opening of new branches, 

subsidiaries, or representative offices of Iranian banks
ÅProhibit Iranian banks from establishing new joint ventures
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On July14th 2015, the P5+1 and Iran reacheda JointComprehensivePlan
of Action(JCPOA)to ensurethatLǊŀƴΩǎnuclearprogramwill be exclusively
peaceful. October18th 2015marksά!ŘƻǇǘƛƻƴ5ŀȅέunder the JCPOA. The
agreement provides that in return for verifiably abiding by its
commitments,Iran will receiverelief from the U.S., EuropeanUnion,and
United Nations Security Council nuclear-related sanctions.
άLƳǇƭŜƳŜƴǘŀǘƛƻƴ5ŀȅέwasinitiatedon January16th 2016.
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Despitethe fact that Iran'seconomyhasbeensufferingfrom the effectsof
intensified international sanctionssince2007, different industrial sectors
haveshowndeviatinglevelsof instability.

Sanction Impacts

Despitethe fact that Iran'seconomyhasbeensufferingfrom the effectsof

intensified international sanctionssince2007, different industrial sectors

have shown deviating levels of instability. Evidently the real sector has

beenmore robustdue to protectionismandenhancedtrade relationswith

China,EasternEurope,and someGulf states. However,lack of accessto

foreigncapitalremainsthe mostseverechallengefor Iranianautomakers.
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Since 2010, the Iranian total passenger car production dropped
considerably, as a direct effect of the sanctions impact on the
automotivesector.

Chineseautomotivecompanieshavegaineda widepresencein the Iranian

automotive market since 2010 by taking advantage of the sanction

situation,mostlythroughcooperation'swith domesticautomakers(mainly

the private ones). One of the first Chineseplayers in Iran was Chery,

however,eversincemanyother brandshaveenteredaddingup to a total

of ten today. Those ten Chineseautomakershave so far launched 30

different modelsin a variety of price ranges. Someexpertssay that the

private automotive sector is dominated by the Chinese. Furthermore,

largenumbersof vehicleimportsfrom Chinahavebeenaccountedfor.

Accordingto researchfrom IHSAutomotiveAssessment,in 2011Chinese

carmanufacturersheld aroundone percentof the Iraniancarmarket and

by 2015 their share had increased to approximately nine percent.

Furthermore,theyareambitiousabout increasingtheir retail business.
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Within LǊŀƴΩǎ2025 overall economicvision the particular automotive
industryvisionisdefinedasfollows:

άwŜŀŎƘƛƴƎthe number one ranking in the automotive industry of the
region,5th ranking in Asiaand 11th ranking in the world by focusingon
competitivedevelopmentbasedon technologicaladvancement.έ

AlthoughIranµs visionfor 2025aimsfor a productionof 3 million units,
accordingto currenttrendsandthe assumptionthat no further sanctions
will be imposedon Iranwithin the next ten years,it canbeexpectedthat
Iranwill produceup to 2 million PVby 2025under the conditionthat the
averagegrowth rate will be the sameasit wasbefore2011. Someof the
most significantshortcomingsof the Iranianautomotiveindustryinclude
insufficientfinancialaccess,poor financialstatementsin general,andlow
productqualityfor ahighprice.

3. Future of the Iranian 
Automotive Industry
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The official 2025 vision of 
the country has a special 
focus on the automotive 
industry ςit is expected 
that the government will 
keep a relatively high 
degree of control over it 
through direct and indirect 
influences.

TheIranianMinistry of Industryhasdevelopeda strategicplanfor the automotivesectorconsistingof nine
keystrategiesin order to reachthe aforementionedtarget. Thenine keystrategiesandsomemainaction
plansare:
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At this moment in time the future of the Iranianautomotive industry is
being decided upon and thus it is hard to predict. Factors that will
definitelyhavean influenceon the future direction(asidefrom the lifting
of sanctions)are the accessto financing, international competition,
potential joint ventures,and other macro-economicfactors. Almost all
sourcesand experts agree that the Iranian automobile industry will
remain as one of the key industries of Iran for years to come.
Furthermore,many believe that the ChineseǇƭŀȅŜǊǎΩmarket sharewill
diminish after sanctions relieve, and that it will be taken over by
Europeancompanies. Somepotentialscenariosinclude:

Automotive industry 
achievesthe vision 2025

Iran`s automotive industry hasboth economical 
and political importance for the government, as 
well as there  is a solid infrastructure for increase in 
production. Companies could produce much more 
cars from a technical and capacity point of view.

3 million yearly car production 
output by 2025.

Iran continues with 
current automotive 
output rate and under 
oligopolistic conditions

The governmentkeeps the industry alive, however, 
insufficient R&D activities are being undertaken to 
increase the production rate exponentially. Tariffs 
would still be high and oligopolies will continue to 
benefit from market conditions.

2 million yearly car production
output by 2025 (linear 
growth).

Automobile industry is 
terminated and Iran 
switches to other 
industries

Costs of car production in Iran are high and Iran 
cannot compete with strong Europeanand East 
Asian competitors. Consumersare more interested 
in foreign brands and the government cannot keep 
the borders closed for imports of non-domestic 
cars.

Iran becomes a manufacturing 
hub for foreign car makers, but 
Iranian tier manufacturers will 
dominate.

Third big manufacturer
rises and takes market 
share from IKCO and 
SAIPA

Several parties are interested in ending oligopoly
situation within the Iranian automotive industry 
and by developing a third qualified manufacturer 
Iran could achieve this goal. 

Iranian car production rate 
surges due to increased 
competition.

Iranian automotive 
industry stops 
manufacturing and starts 
assemblinginstead

Iran cannot keepup with international 
competition,however, cannot afford to drop 
automotive industry altogether. International 
players show interest in the Iranian market and 
policies are put into place that do allow car imports 
without technology transfer and employment 
assurance.

Automotive tiers remain and 
the industry turns into an 
assembly based one for 
international players, resulting 
in higher automation and 
enhanced car quality.

Iranian automotive 
industry goesinto joint 
ventureagreements
mainly with Chinese 
companies

China has always stayed with Iran and todayis the 
main economicand political partner of the country. 
Chinese cars in Iran have seen a sharp increase in 
sales during the past years and they can compete 
with their low prices for the Iranian middle class.

Chinese carand parts
manufacturers increase their 
activities in Iran, leading to 
SAIPA and IKCO loosing their 
dominance until 90% of the 
market is in Chinese hands.

Iranian automotive 
industry mainlysigns joint 
ventureagreements with
French companies

France has been a partner ofIran in the automotive 
industryfor a long time. The Iranian automotive 
infrastructure is compatible with French 
technology and it makes the joint venture simple 
for both parties. However, there are concerns 
about their accountability during difficult times.

Peugeot willcollaborate under 
a new legal framework with 
IKCO and Renault may buy 
some more shares of SAIPA, 
whilst  collaborating a joint 
venture agreement.

Iranian automotive 
industry mainlysigns joint 
ventureagreements with 
German companies

There are some reports from the Auto Parts 
Manufacturers AssociationthatLǊŀƴΩǎ ŀǳǘƻƳƻǘƛǾŜ 
part industry will sign joint venture agreements 
with German companies (e.g. Crouse). As a result 
this will force other manufacturers to collaborate 
with Germany. Also, there are some conflicts 
between IKCO, SAIPA and the French companies, as 
they neglected the Iranian market after the 
sanctions were imposed.

The Infrastructure of part 
manufacturerswill change and 
German technology is 
demanded. For the new 
factories the machinery will 
come from Germany. French 
companies may have some 
products to be launched in 
Iran.
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The domesticautomotive industry playsan important role within the
Iranianeconomy,with a turnover of approximately12 billion USDand
makingup for 12% of the countries workforce. After sanctionswere
enforced in 2007 the automotive industry faced many challenges,
however, with recent agreementsbetween Iran and the P5+1 the
Iranianautomotivesectorwill remaina keydriver of the economy.

Numerousparadigmshiftshavealreadyoccurredandothersarebound
to follow:

Å Recentvisitsby delegationsfrom Germany,Italy, Franceand Japan
for post-sanctioncooperation. Most likelyIranwill signcollaboration
agreementswith one or two Europeancompaniesand two Asian
ones ςsome experts argue that both Germanyand Francewill
definitely enter Iran whole heartedly, and Asian countries will
includethe Chinese,KoreansandJapanese

Å Partnershipswith major internationalautomotiveOEMwill demand
their direct investmentand technologytransferςcondition will be
to provide new technologiesand also to support the countries
exports

Å Promotingtier manufacturers

Å Co-operationsbetweenOEMµsandbanksto receivefinancialaid

Å Developingexportratiosandimprovingvehicleproductioncapacity

Å Determiningthe pricebymarketrather thangovernment

Å Improvingthe utilizationof technologyin buying/ selling

Å Reducingthe role of middlemen,alsoby increasingonlinesupplyin
order to reduceprices

Althoughthe Iranianautomotiveindustryhasa clearstrategicplanuntil
2025 with the aim of reachinga production of 3 million units, ILIA
predicts that total production cannot exceed2 million PV by 2025.
Furthermore,ILIA anticipates that the industry will collaborate with
Germanand Frenchcompaniesunder joint venture agreements,and
that the Chinesewill continuepushingtheir productsinto the market.

ILIAisof the firm opinion that no matter the direction that the Iranian
automotive industry will take, it is certain that the government will
continueto directly andindirectly supportthis industry.

4. Outlook

ILIA is of the firm opinion 
that no matter the 
direction that the Iranian 
automotive industry will 
take, it is certain that the 
government will continue 
to directly and indirectly 
support this industry.




