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Executive Summary

Customs data indicates that over 73% of Iran's total imports originate from only three
countries: the United Arab Emirates, China, and Turkey. This concentration impacts the
security of the national supply chain against international shocks and geopolitical shifts.
Furthermore, the UAE, as the primary supplier, largely functions as an intermediary for re-
exports. For this reason, and drawing from the experience of the Ramadan War, diversifying
import origins has gained strategic importance.

The Trade Complementarity Index of Pakistan (26.7) is remarkably close to that ofthe UAE
(29), making it a significant candidate for diversifying the country's import sources. Its access
to international waters, strategic geographical position, shared proximity, and land borders
further enhance Pakistan’s importance as an import origin. Nevertheless, Pakistan’s current
share in Iran's imports remains below 2%.

A major reason for this low share is the persistence of a traditional trade pattern, namely the
export of energy from Iran and the import of rice from Pakistan. Moreover, a technical
transportation challenge exists due to the difference in rail gauges between the two countries;
the resulting delays and reloading costs at the border significantly diminish the incentive for
traders to utilize this route.

To overcome these barriers and diversify import sources via Pakistan, it is recommended
that Free Trade Agreement studies, initial steps of which are currently underway, prioritize
value chains over final products to fully leverage the agreement's potential forboosting bilateral
trade volume.

Furthermore, leveraging the capacity of the executive regulations of Clauses A and B of
Article 35 and Article 40 of the Production and Infrastructure Financing Law alongside Clause
of Article 20 of the 7th Five-Year Development Plan to attract private sector participation in
equipping the Mirjaveh-Taftan border through Public-Private Partnerships is a key strategy.
This initiative can significantly enhance the motivation for traders to utilize this route by
reducing transit times .Similarly, the same recommendation applies to equipping the Rimdan
customs office to combat smuggling and reduce the appeal of informal entry routes from

Pakistan to Iran.
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