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CACCI Reviewing the Agricultural Experience of the Islamic Republic of Iran
' and the European Union

In 2017, the EU imports of crops from Iran were €437 million (accounting for 4.3% share
of the EU imports from Iran), which have decreased 7.7% from the same period of last
year.

In 2017, the EU exports to Iran were €741 million (accounting for 6.9% share of the EU
exports to Iran), have decreased 5.3% from the same period of last year.

Totally, 0.5% of the EU exports of crops are to Iran and 0.3% of EU imports of crops are

from Iran.
Imports Exports

Product Groups ValueMio€ % Total %ExraEU %Growth |ValueMo€ %Total %ExtraEU % Growth
Total 10142 1000 06 839 | 1083 1000 06 35
Primary products 9413 934 1.7 68 | 108 100 14 A
- Agricultural products (Food (incl. Fish) & Raw Materials 437 43 03 L 141 6 05 9.3
-~ Food 33 33 03 102 0lb 49 04 5T
- -~ 0f which Fish 3 00 00 302 0 0.1 01 9.3




°Q - Export and Import Process of Crops and Food Industries of the EU
G' I‘A and Iran

«  The volume of trade in crops between Iran and the EU has fallen €1.680 billion in 2014 to a less than
€1.180 billion in 2017 (reduction of grains exports to Iran).

»  The chart below shows the details of Iran and the EU trade of crops over the past four years.

Trade process of crops between the EU and Iran
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Imports Exports
Value Mio € Value Mic €
Product Groups 2014 2015 2016 2017 2014 2015 2016 2017
Total 1,158 1,254 5,513 10,142 5,430 6,471 B,2323 10,823
Primary products 621 509 4,764 9473 1,312 825 846 1,083
« Agricultural products (Food (incl. Fish) & Raw Materials) 408 454 ars 437 1,274 784 783 741
«» Food 302 359 373 335 1,168 857 624 526
- - - of which Fish 5 2 3 3 2 3 2 =
- - Raw mntarials 108 100 100 102 105 127 15E 215




CAle Types of the EU Imports of Corps and Food Industries from Iran

* The highest value of Iran exports to the EU in the crops group is dedicated to nuts and dried fruits
valued more than $277 million.

« In 2017, the EU has exported more than $580 billion of crops and food industries to different
countries of the world, about 40% of which included nuts, dried fruits, meat, fisheries products,
beverages, and dairy.

« The figure below illustrates the value of Iran exports of corps and food industries to the EU based on
the World Trade Center report in 2017.
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Types of the EU Exports of Corps and Food Industries to Iran

* The highest value of the EU exports to Iran in the crops group is dedicated to various other edible
products valued at more than $127 million, seeds and oilseeds valued about $126 million, and grains
valued about $ 66 million, respectively (these three items accounted for 45% value of total EU
exports of corps and food industries to Iran in 2017).

* In 2017, the EU has imported about $590 billion of corps and food industries from different countries
around the world, about 31% of which included beverages, dairy products, and meat.

« The figure below illustrates the value of Iran import of corps and food industries from the EU based
on the World Trade Center report in 2017.
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GAQ:I Crops and Food Industries Trade between Iran and USA (Export)

« In 2017, Iran exported more than 1.445 tons of corps valued at $4,639,000 to the USA.
« Important items of Iran exports to the USA included:
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GAQ:I Crops and Food Industries Trade between Iran and USA (Import)

* In 2017, Iran imported more than 13,000 tons of corps valued at $47.790.000 from the USA.
* Important items of Iran imports from the USA included:

sglllllr Weight (kg) Description of tariffs Tariffs

%)5.68 2.673.251 %0.38 49.458 Infant milk powder in vacuum packages of 1 kg or less, containing %1.5 fat or less. 4021010
%0.28 130.450 %0.14 18.500 Whey and modified whey, concentrated whey, or added sugar or other sweetening ingredients 4041000
%0.01 3.242 %0.01 1.000 Seed 10019100
%1.08 507.813 %22.69 2.950.000 | Barley other than seed 10039000
%0.57 267.126 %0.52 67.135 Corn seed 10051000
%1.96 921.436 %29.77 3.871.658 | Livestock corn 10059010
%0.02 10.368 %0.02 2.880 Sorghum seed 10071000
%0.00 1.716 %0.00 156 Rape or Repesseed or Colza low erucic acid conola 12051000
%3.92 1.844.471 %29.35 3.816.280 | Sunflower seeds, even chopped 12060000
%0.19 88.784 %0.09 12.000 Seeds of forage plants; Alfalfa seed 12092100
%0.19 87.328 %0.16 20.999 Grass spores for cultivation 12092910
%10.23 4.815.893 %1.40 182.436 Vegetable spores for cultivation 12099100
%1.46 688.277 %0.07 8.467 Other seed, fruit, and spores for cultivation, not elsewhere specified or included 12099900
%0.09 43.200 %0.07 8.640 Products or cans of tuna fish, Listaos, and Sarda (other than minced) 16041400
%0.11 52.001 %0.11 14.000 In terms of weight containing 99% or more lactose, called "Anhydre Lactose" calculated on the dry matter 17021100
%0.33 154.401 %0.27 35.660 Chocolate, etc., containing cocoa other than block, slab, and bar, not elsewhere specified or included, not elsewhere specified or included 18069000
%0.32 148.599 %0.58 76.000 Flour, mustard seed and prepared mustard 21033000
%0.75 352.723 %0.59 76.300 Textured protein 21061010
%0.04 20.805 %0.11 14.288 Textured soybean proteins 21061011
%66.53 | 31.320.163 %9.15 1.190.435 | Nutritional supplements 21069080
%0.13 63.084 %0.02 2.862 Prepared aquatic feed 23099010
%5.95 2.802.740 %4.38 570.025 Prepared animal and poultry feed additives 23099030
%0.16 76.560 %0.11 14.000 Casein 35011000
%0.01 4.259 %0.00 500 Dextrin and other modified starches except drilling straches 35051090
%100 47.078.690 %100 13.004.079 Total




Arc Challenges of the Agricultural Chain in Iran with the Development of
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Challenges of the Food Industry with the Development of Sanctions

(Reviewing Previous Experiences)




cA el Food Security

GFSI Global Food Security Index is one of the key indicators to assess food security in a country.
The index looks at issues beyond hunger and considers the main factors affecting food insecurity

from three main aspects: affordability, accessibility, and food quality.

The affordability is measured by the following six indicators: \
Food consumption as a share of household expenses

* The ratio of population below the global poverty line

* GDP per capita production (at purchasing power parity
(PPP))

* Agricultural import tariffs

» Presence of Food Safety Tour Programs

» Farmers' accessibility to financial resources /

/ Accessibility is measured by the following eight indicators:
. Supply adequacy and efﬁcnency

' Food quality and safety are measured by the following five
indicators:
* Diversity of dietary
* Nutrition standards
* Availability of micronutrients
* Quality of protein supplements
.+ Food safety

/Contrary to previous yeaD

the GFSI 2017 introduces a
fourth indicator called
"natural resources and
flexibility" with regard to the
effects of climate change and
the reduction of natural
resources. In addition, rising
sea levels arising from
climate change, soil erosion,
reduced production
performance, and droughts
and floods directly impact on
crop production. Therefore,
the 2017 index also includes
the responses of countries to
climate change and adjusts

their rankings. /




cACeal Food Security in Countries

. - - - 2017 GFsI Il ki tabl
° Among the nelghborlng Countrles Of Weig"ied'ofolofolgxeeggr?sco!;gglogggrg1-3§1moiououroole]

Iran, Kuwait ranked 26th, Oman
ranked 28th’ Qatar ranked 29th1 Saudi Rank Seore /100 Rank Sears /100 Rank Seors /100

b' k d d s k d reland 85.6 38 Romania &67.7 o Fakistan 47.8
Ara Ia ran e 32n ] Emlrates ran e 2 United States 84.56 40 Argenting &7.3 78 Uzbekistan 475
= 3 United Kingdom 842 4] Malaysia 562 79 Philippines 47.3

33rd, RUSSIa ranked 4lst, Turkey 4 Singapors 840 4] Russia 66.2 80 Myanmar 448

5 Australic 83.3 43 Mexico 65.8 81 Nepal 445

ranked 49th, Kazakhstan ranked 60th, & Metherlands 828 44 South Africa 540 82 Zenegal 442

- - 7 Garmany 825 45 China 537 83 Cambodia 433
Paklstan ranked 77th, UZbekIStan 8 France 823 44 Belarus 53.0 83 Uganda 43.3

9 Canada 822 47 Bulgaria 62.9 85 Cote d'lvoire 42.5

ranked 78th, and Yemen ranked 108th 10 Sweden 817 48 Panama 2.5 86 Kenya 422

- 11 Austria 81.6 4% Turkey &1.1 57 camerocon 41.6

out Of 113 Surveyed countries. 11 Switzerland 816 50 Serbic 0.6 88 Rwanda 39.8

13 Norway 814 51 Colombia &0.1 a9 Bangladesh 397

om”. SCORE 14 Finland 81.0 52 Botswana 59.4 20 Benin 39.6
I' 14 New I=aland 81.0 53 Peru 59.2 21 Mali 3%.4
15 Denrmark 80.3 54 Tunisia 58.8 92 MNigeria 38.4

17 Belgium 98 55 Jordan 58.3 @3 Togo 372

18 Japan %5 55 Thailand 58.3 4 Tajikistan 359

1% srael %2 57 Azerbaijan 578 95 Tanzania 35.4

20 Portugal 720 58 Egypt 58.6 98 Sudan 34.8

21 Zpain 781 59 Paraguay 54.5 o7 Guinea 340

22 taly 759 &0 Kazakhstan 550 @8 Mozambigque 33.7

r 23 Czech Republic 758 A1 Ecuador 552 g9 Ethiopia 33.3

‘J 24 Chile 747 52 Deominican Republic 548 o9 Syria 33.3

y 24 Zouth Korea 747 &3 Ukraine 54 0 Angola 33.2

¥ 26 Kuwait 746 &4 vietnam 540 102 Burkina Faso 33.1

% 27 Poland 74 &5 El Salvador 531 102 Laos 33.1

J 28 Cman 739 56 Sri Lanka 530 104 Zambia 32.4

29 Qatar 733 &7 Maorocco 528 105 Malawi 313

" 30 Hungary 722 &8 Algeria 51.5 104 MNiger 295

31 Greece FAR &9 Bolivia 51.3 107 Haifi 291

32 Saudi Arabia 71.0 &% Indonesia 51.3 108 Yemen 288

33 United Arak Emnirates 709 71 venezuela 502 109 Sierra Leone 28.7

34 Slovakia 0.0 72 Nicaragua 50.0 110 Chad 28.3

35 Uruguay &8.7 73 Guatemala 494 111 Madagascar 27.2

¥ 36 Costa Rica 693 74 India 489 12 Congo (Dem. Rep.) 25.5

v / 37 Bahrain 586 75 Honduras 48.6 13 Burundi 251

38 Braazil &7 F 7& Ghana 479




Among the neighboring countries
of Iran, the ranking of Azerbaijan,
Kazakhstan,  Pakistan,  Oman,
UAE, and Kuwait has improved.

The ranking of some countries
such as Tajikistan has remained
unchanged.

The status of the food security
index among the neighboring
countries of Iran, the ranking of
Qatar, Yemen, Turkey and Saudi
Arabia has fallen in 2017 to 2016.

Score changes

{Net change in overall score, 2017 v 2016)

Food Security in Countries- Changes of 2017 Compared to 2016

Score improved

Score declined

Score change

Score change

Score change

Sierra Leone +246 Poland +0.2 Turkey -0.5 Uganda -1.1

Paraguay +20 South Africa 0.2 Bulgaria -0.6 China -1.2
Ecuador +1.4 United Arab +0.2 Canada -0.6 Egypt -1.2
Bangladesh +1.3 i Rwanda -0.6 Uzbekistan -1.2
Nicaragua +13 PEERC o Sl Singapore -0.6 Bahrain -1.3
Ghana 12 Cotedioke il United States 0.6 Portugal a3
Colombia =11 cinizzad 2O Argentina -0.7 Syria -1.3
Jordan 1.1 Myl =01 Austria -0.7 Romania -1.4
Peru +1.1 i 20 Guinea -0.7 Honduras -1.6
Finland i 2 Combodic e y— 07  Burundi a7
El Salvador Somy Nocna 90  Morocco 07  Niger 1.7
Togo +08 TN 00 Myanmar -0.7 Ukraine -2

Czech Republic +0.7 Samesoon =0 Uruguay -0.7 Dominican 2.2
Pakistan S Sreece Eo Bolivia N  Republc

Kozakhstan 0 Australia -0.2 T o8 Malawi 22
Slovakia +0.6 B'éz“ T Netherlands -0.8 Viet‘ncm ge2
Tunisia +0.6 Sl 0:2 Saudi Arabia -0.8 Mos 22
Costa Rica +0.5 e i South Korea -0.8 SN i
e o5 Senegal -0.2 Switzertand o8 Chad -3.0
Hnaary 05 Serbic -0.2 e o9 Zambia -3.1

P 04 Denmark -0.3 Indic Y Angola -3.2
Mozambique o Sweden -0.3 e o9 Malaysia -3.2
sy 03 Belarus -0.4 Spain =00 Ethiopia -3.3
Azerbaijon 0.2 i b Sri Lanka -09 Yomen B
ST 505 Belgium -0.5 —r T Congo (Dem.Rep.) -3.8
Burkina Faso +0.2 o =t Kenya -1.0 Maciogecor =
Indonesia +0.2 oottt LS Philippines -1.0 Moo Sl
=i o0 New Zealand -0.5 sudan EE) Venezuela 7.1
Oman +0.2 Thakand Dl Tanzanic -1.1




GAQJ Food Security- Affordability and Household Cost of Food

« The gross cost of every urban household has

increased from 72.550 million and 550 thousand [ApSEtCERCIRARSZ U VI RN AR
employed, 56.4% having one employed,

14.2% having two employed, and 2.8%

Rials in 2006 to 393 million and 5 thousand Rials in
_2016. In other WorQS, the ho_useholq expenses has having three employed and more. Compared
increased by 5.4 times during this period. The B TR N rot oot N o o R Lt
household cost of food has increased from 18 million no one employed and one employed has
586 thousand Rials in 2006 to 89 million and 975 increased  while the percentage  of
thousand Rials in 2016. In other words, household households havning two employed and three
cost of food has increased by only 4.8 times lower employed has decreased.

than the total household expense during this period.
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00 o Gross houshold  _ Foods and drinies
300.00 axpense
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-~ L L L

2004 2007 20038 2010 2011 2012 2013 2014 2015 2016

Source: Based on Central Bank data



cAQj Household Cost of Food

Food Share of the Household Expenses in 2016
The share of household cost of

food from the total household tried Staees T 106
expenses has increased from "t T U 375
25.6% in 2006 to 27.2% in 2013. T e —— 57.6
Then, it has fallen to 22.9% in il s—— e
1395 with downward trend. m:““ et 217 .
In 2017, the average of this index i, 126 ek
IS 29.9% in the world, 13% In D s m— ey
North America, 17.5% in Europe, Jordan  m—— 334
and 17.7% in the Middle East and oy | 144
North Africa of the household Cormany et 108 |
EXPEnses. Fintand m—— 125
39.9
Denmark — .1
18.7

Canada e 9,7

Bahrain ———— | 4, |

41.0
auctria e | 0,0

10.0
Argentina 3i.z

Source: Based on Central Bank and the United Nations Economics Department



eAQj Changes in Food Consumption in the Household Basket from 2009 to 2013

As shown in table below, consumption of the main household food items have decreased except chicken and egg. For
example, the table shows reduced milk consumption by more than 40%, reduced red meat consumption by more than

16%, etc.

Mean First decile Second decile Third decile Mean First decile Second decile Third decile
kg kg kg kg kg kg kg kg
2009 129 128 131 128 2009 9 3 9 17
2010 128 133 127 124 2010 9 3 9 18
Bread 2011 123 116 125 130 Red meat 2011 9 4 9 17
2012 124 115 125 135 2012 9 4 8 18
2013 125 120 126 131 2013 7 3 7 15
Five-year growth (percentage) -3.3 -6.7 -3.4 1.8 Five-year growth (percentage) -16.1 -14 -17.6 -14.6
2009 39 22 38 63 2009 19 12 19 30
2010 38 25 38 59 2010 21 14 20 31
Rice 2011 39 26 39 60 Chicken 2011 21 15 21 31
2012 38 25 37 59 2012 20 14 20 29
2013 34 22 34 54 2013 20 15 21 29
Five-year growth (percentage) -11.1 0 -11.5 -15.6 Five-year growth (percentage) 7.5 19.9 9.8 -1.8
2009 68 37 69 113 2009 42 30 44 57
2010 74 44 74 120 2010 42 29 44 60
Fruit 2011 74 45 75 115 Milk 2011 33 22 33 49
2012 71 44 69 115 2012 26 15 27 43
2013 66 41 66 103 2013 25 16 25 39
Five-year growth (percentage) -2.7 13.3 -3.1 9.3 Five-year growth (percentage) -40.2 -48.5 -42.1 -31.1
2009 104 72 108 146 2009 6 5 7 8
2010 101 74 103 140 2010 7 6 7 9
Vegetable 2011 97 72 100 132 Egg 2011 6 5 7 8
2012 96 67 98 139 2012 7 5 7 9
2013 90 64 90 127 2013 7 5 7 8
3.9 5.3 3.4 3.2
Five-year growth (percentage) -13.7 -10.8 -16.1 -12.6 Five-year growth (percentage)
2009 8 5 8 12
2010 8 5 8 11
Beans 2011 8 6 8 11
2012 8 5 8 11
2013 7 5 7 10
Five-year growth (percentage) -13.7 -14.5 -13.5 -13.3

Source: Research Center of the Parliament



eAQj Changes in Food Consumption in the Household Basket from 2004 to 2013

I N the da' ry g rou p M i I k Foodstuffs Household Household Decrease n in kg Decrease in
consumption has decreased by

consumption in 2004  consumption in 2013 percentage

35%, yoghurt by 14%’ and Bread 506 350 156 31%
cheese by 11%. o a4
In the _cereal group: Bread et 60 0 0 139
consumption has decreased by
- Chicken 87 84 3 4%
31% and rice by 34%.
In the protein group: Meat Fieh 20 - ’ 3%
consumption has decreased by ik 211 138 73 3%
0 i o)
33/0’ ChIC_ken by 4%, €9 by Yogurt 95 82 13 14%
10%, and fish by 35%.
Cheese 26 23 3 11%
In the sugar and lump sugar
group: Sugar consumption has = 40 % ¥ 10%
decreased by 45% and lump Vegetable ol 50 37 13 26%
0)
Sugar by 35 A) Lump sugar 34 22 12 35%
In the group of oils: vegetable oil
Sugar 20 11 9 45%
has decreased by 26%.
Tea 6 4 2 33%

Source: Central Bank



GAQ:I Challenges of Production and Competitiveness in Iran Agriculture
Bl Chain and Food

« Government involvement in the economy and
unsuccessful privatization policies
» Weakness of agricultural and food chain rules in the

country
« Paradoxical economic policies in agricultural and * Inflation
food chain in the country » Exchange rate

-+ Financial system

» Access to financial resources

* Inflation : s
- Government bureaucracy Macro and structural barriers = »
+ Policy instability ! Other indices
« Corruption and fal.ctors
& = . affecting product
* Infrastructure Bamer?_to Sromth dind
« Foreign exchange policies SRV ORESS competitiveness \5
* Tax, etc.

» High prime cost of agriculture
and food products in the country

 Productivity

 Production quality

* Distribution system

Start a business

Terms and  conditions  of
obtaining a license P
Supporting microfinance
Problems with access to credit
and financial resources

Barriers to ease of trade

Barriers and problems associated
with bankruptcy



GACCI Challenges of Food Industry and the Effects of Sanctions

Demand

Tax nd ... )
axes and reduction

High prime cost Financial Problem

Problems of supplying raw
materials and technology



ﬁQ » . Barriers to the Food Industry and the Effects of Sanctions- Decreased
G* ¢l Demand

Decreased domestic demand

» Reduced people purchasing power and, consequently, decreased demand have led to a decline in production along
with a drop in prices. In other words, lowering per capita income will negatively affect the demand and sales level of
food products.

* Increased effective demand leads to an increase in supply in the food industry. This leads to improved quality, lower
prime prices, ..., and competitiveness of the food industry due to competition between the country's food industry.

Inflation

Transport cost

Exchange rate

Internal factors Working capital

Branding

Market information

Export incentive

Global decline in oil prices

New tariff barriers in the Iraqi

Decreased external demand External factors

Stringent standards

Non-competitive domestic production
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Barriers to the Food Industry and the Effects of Sanctions- Financial

Problems

[ Reduced foreign investment ]

Other financial problems

The main challenges of the manufacturing sector
concerning provision of capital include:

* The cost of bank and non-bank credit interest
rate on bank and non-bank facilities: Despite the
reduced in credit interest rate, banks can not use
it due to lack of financial resources; and
enterprises can not use it due to high debt. In this
provision, reduced in credit interest rate of
production has not given attention.

* Unconventional collateral

 Conditions for providing credit from banks to
manufacturing units

 Ashort time for loan repayment

* It should be noted that certain data were not
available for granting credits to the food industry

* Problems in using L/C, opening credit, and
international banking services in general: Due to
limitations in the banking system of the country,
many reputable international banks are
preventing to accept L/C of domestic banks.
Therefore, domestic producers have deprived of
the possibility to open credit and use inter-bank
transactions. This has made problem for the
import of raw materials, machinery, equipment,
and spare parts as well as the export of in-house
manufactured products.

« The need for purchases in cash: Many
producers who are willing to trade with domestic
producers prevent from time-consuming sales of
equipment and raw materials and they are only
willing to do cash transactions. This will
encounter domestic producers with the problems
liquidity and increased costs.



e

Supplying raw materials

» The volatility of raw material prices due to the impossibility of
concluding long-term contracts: Due to the foreign investors'
avoidance to conclude long-term contracts and their willingness to do
cash transactions, the price of materials and equipment has more
fluctuations, which is made the profitability of domestic industries
more skeptical.

» Delay in international transactions, entry of needed raw materials:
Due to applied limitations, many foreign manufacturers are prohibited
from selling raw materials and equipment to domestic factories. In
addition, they reveal additional sensitivities for a wide range of goods
and equipment. In general, access to some of equipment and materials
Is either not feasible or it is possible with a great delays or difficulty.

* Increasing production costs, increasing the risk of foreign
purchases, supplying raw materials through dealer: Due to the
prohibition of many reputable manufacturers to sell directly goods and
equipment to the country, manufacturers have to buy required goods
from dealers. This has greatly increased the risk of non-fulfillment
obligations by foreigners in addition to the sharp increase in prices. In
addition, due to the domestic inflation arising from the prolongation of
some projects, Rials costs of investment in project items are subject to
severe and unpredictable increase.

Barriers to the Food Industry and the Effects of Sanctions- Supplying
Raw Materials and Technology

Supplying technology, machinery, and equipment

« The impossibility of using foreign specialists:
Range of restrictions is not only limited to raw
materials, equipment, and spare parts but also it made
problem for domestic producers to use foreign
specialist forces, which is accounted for one of the
shortages of production. Given the fact that the
specialist force is one of the main identities in some
industries, problem in this field may cause shortages in
production.

« The impossibility of using foreign specialists:
Range of restrictions is not only limited to raw
materials, equipment, and spare parts but also it made
problem for domestic producers to use foreign
specialist forces, which is accounted for one of the
shortages of production. Given the fact that the
specialist force is one of the main identities in some
industries, problem in this field may cause shortages in
production.



CACel  Barriers to the Food Industry and the Effects of Sanctions- Tax

Value-added tax

It is fearful that tax pressure on the food industry will increase as government revenues decline.
 Problems of value-added tax in the food chain include:

Exemption of certain goods from paying taxes while their previous chain is not exempted.
How to recover and time-consuming of taxpayers' demands from Tax Affairs Organization
Lack of hardware and software and lack of specialized human resources in law enforcement

Lack of precise determination of tax-free goods and problems arising from their wide range (the
precise review and definition of corps processing, extending the range of exemptions to the main
food items of household basket for promoting community food security, and considering zero rate
of value-added tax for agricultural and food items instead of their exemption)

 Lack of transparency in all parts of the food chain: Fairly enforcement of value-added tax law in
the food chain requires mechanisms and infrastructures. Accordingly, all transactions in this chain
must be identified in order to be determined by issuing an invoice, type, amount, price, date, and
place of origin. Now, the food chain is the most transparent sector in the food industry. This should
be generalized to other parts of the food chain such as the guilds in order to enforce value-added
tax.






