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An Overview 
• South Korea and Iran enjoy economic ties covering many sectors

activities.
• Iran is one of its largest trade partners in the Middle East and one

of its largest supplier of crude oil in recent years
• South Korea imported 87 percent of its oil from the Middle East,

and Iran was as its top suppliers in that order.



An Overview 

South Korea should play a constructive role in collaboration with Iran

Iran and South Korea bilateral trade
reaches a maximum of more than 12
billion US$ in 2017

the US withdrawal from Iran nuclear
deal on May 2018 and setting new
plans for reimposing sanctions on Iran
may affect Iran-Korea bilateral trade.

Earnings from Iran’s trade relations are somehow 
fragile against sanction 

the expansion of nonoil exports on the basis of export leap 
strategy can be considered as a major goal of Iran’s development 

plans in trade and business. 



An Overview 
Iran has special characteristics which distinguishes this country from
the others in Middle East especially in case of human capital.
South Korea has a great development in technological sectors and
great numbers of expertise in high-tech industries.

Major share of Iran’s export to Korea is based on petroleum and there 
is just transaction between the major industries in two countries 

Iran-Korea bilateral trade has not been diversified

trade relationship is fragile and diversification could play a key role in 
achieving sustainable economic relations between two countries. 



An Overview on the Historical Relations
Bilateral trade between Iran and South Korea has fluctuated during
recent years due to periodical sanction against Iran.
Bilateral trade between two countries decreased in 2012 due to
international sanctions on Iran.

After receiving a temporary waiver by the United States, Korea
continued to import Iranian oil.

Iran’s economy is important for South Korea because Iran has become
an emerging market for Korean auto parts, telecommunications,
electronics, and refined oil products.

Korean Companies such as Hyundai, Samsung Electronics,
Daewoo Shipbuilding, GS Engineering and Construction, Hanjin
Group, and Daelim Group have had major construction and other
investment projects in Iran.



Comparison of some Economic Indicators between Iran 
and South Korea



A Comparison of GDP, PPP                A Comparison of CPI Trends

Comparison of some Economic Indicators 
between Iran and South Korea



Trends of Iran - South Korea Bilateral Trade 
(Figures in Million US$) 



Trends of Iran - South Korea Bilateral Trade 
(Figures in Million US$) 



Trade Values and Ranks of the 10 Iran’s Major 
Trading Partners (2017)



Conceptual Discussion and Method
New theories focus on export diversification which implies the access
of new comparative advantages or broadening comparative
advantages into new economic sectors.

Reduction in country’s dependence on an especial product or a very 
limited range of primary products exported before processing

help countries to confront with fluctuations in exports of some 
products and access to income stability or combat earnings 

uncertainty and changing market conditions.



Conceptual Discussion and Method

Determinants of trade diversification between two countries
• GDP (GDP per capita),
• R&D,
• Technological Gap
• Geographical distance
To calculate the export diversification index, we apply the
Aggregate Specialization Index 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑖𝑖𝑖𝑖𝑖𝑖 as:

where, 𝑋𝑋𝑘𝑘𝑘𝑘𝑘𝑘𝑘𝑘 is the export of product k, being exported from country i to country j and N 
is the number of products measured. The index TDIV, indicates values 0 ≤ TDIV ≤ 1 



Empirical Results

• In order to calculate the flows of Iran-Korea
bilateral export diversification between Iran and
Korea, we compute 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 index by using data on
bilateral trade at 8-digit classification from the
Harmonized System (HS), 8-digit product
aggregation level.



Empirical Results

Iran and Korea bilateral exports diversification (𝐓𝐓𝐓𝐓𝐓𝐓𝐓𝐓)



Conclusion and Policy Implications
• The existence of technology gap has resulted in less benefit of

their potentials toward more economic relations.

• Reimposing sanction against Iran will affect bilateral trade
between two countries particularly Iran petroleum and its product
export to Korea.

• There are some SMEs in Iran and Korea which are potentially
able to cooperate in different sectors and make deep sustainable
economic relationship between two countries.



Conclusion and Policy Implications

• To allow a deep cooperation in the SMEs’ activities in exchanging
human resources and technical knowledge should be an effective
way for diversified trade relations between great nations.

• Since decreasing technological gap between two countries can
promote trade diversification, thus the implication is that
investment cooperation in technological equipment and related
joint venture will play an important role in expanding trade
diversification and economic relations between two countries.
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