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Migration and international trade are two important dimensions of globalization. Migration plays
an important role in development of countries. Immigrants send their remittances, ideas, innovation
and investments to their home countries. Migrants can influence on countries’ trade, they are able to
decrease the transactional costs for companies willing to trade. In this article has been tried to study
the case of Iranian immigrants in Russia. We can see that Iranians have migrated mostly to developed
countries such as USA, Europe, Australia, Canada and part of them have migrated to the Persian Gulf
countries. And of course many of these immigrants have high levels of economic, human, social, and
cultural potential, which can be used for social and economic development of the country. Iranians
have migrated to two kinds of countries. First, those who are developed and second those with high
income which have the potential of trade with Iran. When we look at these two groups they either
migrated to American and European countries, which this group has a high educated and human capital
background or they migrated to neighbor Persian Gulf countries that they have mostly strong economic
backgrounds which increased the chance of trade. In this article Iranian businessmen have been
interviewed and they have explained their roles in trade, and if they had any advantages in comparison
with those in the home country.
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Introduction

Migration and international trade are two important factors of globalization.
Governments of many countries have been trying to open their borders to trade but they
have been very conservative to open their borders to immigrants and they put strongly
restricted immigration policies. But it is very important to know if governments could
create a positive connection between immigration and their international trade. Moreover,
it is interesting to know if it is a connection, how they could encourage the required
immigrants. Volume of services traded have been increased over the period of 1980 to
2011 and outpaced growth in goods trade, and global trade grew on average by 7.3 %
annually while services trade grew by 8.2 % per year. In this period immigration in many
developed countries started to increase. But unfortunately, the link between immigrants
and trade has not been fully explored.

However, migration plays an important role in development of countries. Immigrants
send their remittances, ideas, innovation and investments to their home countries. Today
3 % of the world’s population live or work outside of their home country around 175
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million people', therefore it has social and economic effects on both home and host
countries. More than 100 million labor migrants have made challenges for both home
and host countries (Heilmann, 2006). According to the Global Development Finance?,
remittances have very huge impact on developing countries of Asia, Africa, Latin America
and Middle East, which in some cases is the second main source of investment in those
developing countries. International Remittances are now officially 93 billion dollars per
year (Ratha, 2004), therefore migration plays an important role in the economic
development and immigrants are important parts of a country’s economy, and because
of the relations caused by the immigrants, it helps the countries with the process of
integration into the global economy and their investment, and savings back in their country
help the economic growth and expand the relation between the diasporas and home
countries. It is showed that most of the international migration takes place from developing
countries towards the developed ones and families and workers migrate to developed and
industrialized countries of Western Europe or America, which is called brain drain,
absorption of specialists to industrialized countries (Moshfegh, 2013).

In case of Iran although Iran has a considerable number of international immigrants
but unfortunately there is no sufficient data and statistics and there is no enough accurate
information. But we can see that Iranians have migrated mostly to developed countries
such as USA, Europe, Australia, Canada and part of them migrated to the Persian Gulf
countries. And of course many of these immigrants have high levels of economic, human,
social, and cultural potential which can be used for social and economic development of
the country.

Literature review

Table 1 shows the estimation number of Iranian emigrants in the middle of 2018 which
the top 10 destinations of migration are listed, as you see, the flow of migration is towards
developed countries that shows the great potential of Iranian migrants in economic
development of the country and how they could influence the trade.

Table 1

Emigrants’ population by country of origin Iran and destination, 2018 estimates

Emigrants to Number Emigrants to Number
UAE 412.400 last estimate 2013 Sweden 69.067
The United States 386.073 Australia 55.650
Canada 140.318 Kuwait 46.419
Germany 119.000 Netherlands 29.670
United Kingdom 77.000 France 23.134

Source: International Organization for Migration. https://www.iom.int/

! United Nations, Department of Economic and Social Affairs, Population Division (2002).
International Migration Report 2002. New York: United Nations.

2 World Bank (2004). Global development finance 2004: harnessing cyclical gains for development.
URL: http://documents.worldbank.org/curated/en/858571468137998042/pdf/288100PAPEROV12
GDF0200401 TYPEOGDF1.pdf (accessed: 10.10.18).
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It is shown that when remittances are sent to developing countries are much more
than foreign aid, and this fact actually increased the interest of the relationship between
immigration and development among researchers and policy makers (DeWind, Holdaway,
2005). And therefore remittances are considered as a major source of external finance
for developing countries (Acosta, 2008) and increases the economic growth. So this
relation between migrants and the countries finally causes flows of money, knowledge,
innovation, ideas and investment. For example you can thee Iranian case in the following
table.

Table 2
Remittances (years are approximate for some indicators/countries)
2000 2010 2012
Inflows (millions of US dollars) 536 1181 1376
Outflows (millions of US dollars)
Inflows as a share of GDP % 0.5 0.3 0.8

Source: UNICEF.

According to Migration Policy Institute “Iran has produced and hosted abundant
flows of emigration and immigration, a steady coming and going mainly driven by key
political events”. Iran in 2012: received international remittances as 1.3 billion dollars
or 0.3 % of'its GDP that as a receiving country ranked 74th and in terms of GDP ranked
134th in the world. Iran has been forced to be abounded from the rest of the world since
Islamic revolution in the country in 1979. But it has extreme flows of emigration and
immigration mostly derived by social and political reasons. Emigration movements are
also part of Iranian history.

So the remittances could influence on the purchasing power or even the production
power of families or communities’ members who received it and finally could affect the
trade as well, it could reduce the poverty and increase the consumption which expands
the money supply in the country through the households’ spending (Gupta et al., 2009).
But it is very important to be sure, where these remittances are invested, which for every
country is different, some they invest in education and health and some may invest in
agricultural industry. But in case of Iran these remittances can be used to either empower
the exporting industries by helping them to better their productions, or increase their
purchasing power of people to buy the imported products. And from different studies we
understand that remittances could help the economic growth, and it could have positive
impact on consumption, savings and investments. But how this could be related to trade?
There are estimates that 10 % increase in the global immigrants might cause global trade
to increase by 298 billion (Genc, 2013).

When we look at table 1, we can see that Iranians have migrated to two kinds of
countries. First, those who are developed and second those with high income which have
the potential of trade with Iran. When we look at these two groups they either migrated
to American and European countries, which this group has a high educated and human
capital background or they migrated to neighbor Persian Gulf countries that they have
mostly strong economic backgrounds which increased the chance of trade.

But how these migrants can help the trade. Trade is a very risky, difficult and time
consuming business. It is very difficult for both suppliers and buyers to find each other
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in another country, because it needs time, money and knowledge, there are many frauds
in trade and if people do not know exactly the process they will get the pain, and that is
why trade has high transactional costs. The real problem is not actually on the shoulders
of big companies but the small and medium sized enterprises. Because they usually need
to deal with partners abroad all by their own, they have independent decision making,
transaction costs and responsibilities and therefore they should assume more risks (Girma,
Yu, 2007; Istrate et al., 2010). And therefore sometimes these SM Es cannot be successful
in the foreign market as it needed to be, it has few reasons, which are lack of information
about the foreign market, insufficient language skills and etc.

The weakness mentioned above has exception among the SMEs who have more
immigrants and ethnic minorities. And SMEs with more ethnical background are more
successful than those without. It is reported that minority owned exporting firms were
more successful in international trade, and they were also larger in terms of receipt size
and employment'. It has been showed that there is relation between immigration and
international trade, when the immigrants arrived, trade between that country and country
of origin has increased, moreover it is caused by the information that immigrants have
from both home and host countries’ customs and business practices, their language,
formal and informal connections and structures, so they could reduce their transaction
costs (White, 2010).

Methodology

So based on information explained above this article is designed to find out if the
Iranian immigrants and entrepreneurs in Russia could make any differences in business
and trade process between the countries. 10 Iranian immigrants’ businessmen were invited
to the interview which all of them were male. Age range rate from 28—60 years and they
have been living in Russia from 5—23 years busy with merchandising wide range of
products but mostly agricultural products. They were asked questions about their living
and working situation in Russia, how they could make any social and economic relations
with Russian people and even with people back in Iran. They were asked if they have ever
done any business or trade specifically with Iran. Moreover they were asked to explain
how they could do so. The interview was in Persian based on their preferences and we
recorded the answers on paper. We have used their words to analyze and explain the
situation specifically in Russia. All these businessmen were living and working in Moscow,
and we used the snowball method, one businessman was known and we progressed from
him to find new businessmen to reach 10 people (Salganik, Heckathorn, 2004). We have
direct translations of what they told and we tried to analyze them straightly.

Results

As a result out of 10 immigrants 8 of them are currently doing business with Iran, 2 of
them have worked and now again looking for to do so. What it was extracted, showed that

' US Census Bureau (2007). Ownership Characteristics of Classifiable U.S. Exporting Firms: 2007.
Survey of Business Owners Special Report. URL: https://www?2.census.gov/econ/sbo/07/sbo_export_
report.pdf (accessed: 10.10.18).
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they all agreed that they are enjoying the economic, social and even the cultural position
which they have, they mentioned that specially because of the insufficient Russian
language knowledge of business partners in Iran they are well off. And they showed that
their key advantage was the knowledge of Russian language.

“When I came to Moscow I did not know the language I studied it a lot, and now it is my
time to use my instrument, not many Iranians know Russian language well, and not many
Russians speak Persian or English, therefore, I am having fun here”

Moreover they explained that since the cultural differences in life and business is
touchable between the two countries, finding the information is very difficult, they feel
that they are sufficiently integrated with the new society, they understand the process of
business in Russia and they know how to cope this system, they talked about the corruption
as if it is inside the business culture, which they considered this as useful information to
know to operate a business.

“About business I can tell you that, here in Russia is difficult to work of course but it is
easy as well, you can do everything with money, if you know how to do business then you
always can do it. Of course I pay my taxes, but I am not afraid of problems I face because
1 know I can find solutions for them with money, and this is what our partners in Iran do not
know, so someone could help them”

One very important factor that 3 of them argued is the intra-ethnical relations they
had with people from Tajikistan, Azerbaijan, Armenia and such countries which helped
them not only expand their business in Russia but also they could consider those countries
astheir target market and it was mentioned as an favorable option and one of the advantages
of trade in Russia.

“Working in Russia is not just working with Moscow or Saint Petersburg, when we came
here we planned to target the Russian market, but nowadays maybe I can tell that I have
more customers from Tajikistan and Azerbaijan than Russians, and [ am straightly sending
my products to their countries, from my base office in Moscow”

“When you work in Russia you are working with the region and you can include CI1S
countries in your business process”.

“Moscow is not capital of Russia for business, it is the capital of the region”

Moreover, they explained that working in the Iranian diaspora in Russia has helped
them to solve many problems related to business, transportation, banking and finance,
therefore, they seek to find more Iranian businessmen.

“When I moved to Moscow I could not even order a food for myself and I did not even
know English language, I found Iranian friends, who were here long before me, and they
helped me to cope with many of business problems, I could ask their help anytime I wanted,
and they supported me with all their power and I could use their connections”

In addition, we asked them if they have ever tried to convince others to start a business
in Russia, what we received from the answer is very important, they mentioned that of
course they have tried to convince people to start a business in Russia but people are
mostly afraid of doing so. They consider Russia as a high risk country for business, fear
of corruption, mafia, bureaucracy, contractual violations and language stopped them
from doing so. They explained that they have been helping people to open companies in
Russia, and they are earning money with this method besides their main business. And
they mentioned that their fear is true and they must be very cautious about it.
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“Of course I have convinced people to work in Russia. Russia has huge market for Iranian
products. I have opened more than 150 companies for Iranians so far. But they do not use it
well. They don’t know what to do. They stuck here, they don’t know the process”

“They are so afraid of Russia, is difficult to convince them, and I understand them, they
are right”

“I have helped many Iranians, but they are afraid, what can I do”

They are still worried about the social network among the diaspora, they mentioned
if something could be done to collect diaspora at one place as an association it could help
trade, business and their life more efficiently. Sometimes, fairs and exhibitions are held
by the embassy to promote the Iranian products and that they all could be gathered in
one place, but they consider it not enough and useless. Two of them suggested that embassy
could make a yellow book of Iranian companies and businessmen in Russia that it was
easier to find each other.

“We could have at least an organized association for our Diasporas”

“Embassy could make a list of Iranian companies businesses in Russia, they could do
many things, but don’t”

“We need something like a yellow book, we could have Iranian companies list to find each
other. How can I find out who does what? Of course I will to work with them, embassy
exhibition, is good for nothing, it is just wasting the money, no advertisement no good
announcement, nothing”

Furthermore, we asked them what disadvantages they could have as an immigrants
businessmen in Russia. Besides what they mentioned as corruption, mafia and others
explained above, they added few more important negative factors from their experience.
First, “sanctions”, they mentioned that because the main side of their business is Iran,
because of the sanctions on the country they are worse off, they cannot easily change
money in the exchange offices, banking system and swift is not working, and they face
transportation and custom problems in Russia. They mentioned that they are even worried
of the sanctions, which West is putting against Russia that is devaluating ruble by 2.5
times from five years ago. Second is the business and trade discrimination, especially in
Russian custom borders, against their competitor countries such as Turkey and Azerbaijan.
The other discrimination happens during the contract step or finding the customers when
politically or racially are discriminated unless they knew someone that could recommend
them.

Conclusion

Of course immigrants as businessmen or trader could be more successful in export
and import generally in independent businesses but many factors still influence their
progress. These factors start from the immigrant himself as an individual to the political,
social and economic factors which influence on him and his business as a whole. Generally,
it is highly related to immigrant himself, what knowledge he has, what languages he talks,
how he could psychologically be adapted and integrated in the new society. It is very
important how he can analyze the market as it is, predict the upcoming opportunities
and threats and make the best decisions. Moreover, it is very important to know how to
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make connection with other diaspora to use their experiences and connections and to
use the social networks.

From the information obtained from 10 Iranian immigrants in Russia we understand
that they mostly focused on Iran as the main side of their trade, could be dangerous for
them in the current situation and it is highly recommended that they start to think more
globally than regionally. And it is necessary to as fast as possible with growing number of
immigration of Iranians to Russia provide an association where they could meet and help
each other. Although Iranian immigrants in Russia are making partnerships with countries
such as Tajikistan and Azerbaijan it is still necessary to be more cautious about it and
increase their knowledge about those countries. Contracts and dealing is not a shaking
hand process, is not related to discrimination. It is the explanation of business.

As conclusion we may not be able to surely explain if the immigration could eliminate
the transaction costs, but for sure it helps to have faster, easier and cheaper process.
Besides, it is very important to have the links among the Diasporas and people in the
homeland. Future researches will help us to find the best answers and decisions.

© Afzali M., 2018

M Thiswork is licensed under a Creative Commons Attribution 4.0 International License

References

Acosta P, Caldero’n C., Fajnzylber P, Lopez H. (2008). What is the Impact of International Remittances
on Poverty and Inequality in Latin America? World Development. Vol. 36. No. 1. Pp. 89—114.

DeWind J., Holdaway J. (2005). Internal and international migration in economic development. Paper
presented to the Fourth coordination meeting on international migration, Population division of
the UN, New York, 26—27 October.

Genc M., Gheasi M., Poot J., Nijkamp P. (2013). The impact of immigration on international trade:
ameta-analysis. In: Nijkamp P., Poot J., Sahin M. (eds). Migration Impact Assessment: New Horizons.
Cheltenham, UK: Edward Elgar. Pp. 301—337.

Girma S., Yu Z. (2007). The link between immigration and trade: evidence from the U.K. Review of
World Economics. Vol. 138. No. 1. Pp. 115—130.

Gupta S., Pattillo C.A., Wagh S. (2009). Effect of Remittances on Poverty and Financial Development
in Sub-Saharan Africa. World Development. Vol. 37. No. 1. Pp. 104—115.

Heilmann C. (2006). Remittances and the migration — development nexus — Challenges for the
sustainable governance of migration. Ecological Economics. Vol. 59. No. 2. Pp. 231—236.

Istrate E., Rothwell J., Katz B. (2010). Export Nation: How U.S. Metros Lead National Export Growth
and Boost Competitiveness. Metropolitan Policy Program of the Brookings Institution.

Moshfegh M. (2013). Evaluation of international migration statistics in selected countries in Asia and the
Pacific. National Population Studies & Comprehensive Management Institute, Iran.

Ratha D. (2004). Appendix A: Enhancing the developmental effect of workers’ remittances to developing
countries. Global development finance. Washington, DC: World Bank. Pp. 169—173.

Salganik J.M., Heckathorn D.D. (2004). Sampling and estimation in hidden populations using
respondent-driven sampling. Sociological Methodology. Vol. 34. No. 1. Pp. 193—239.

White R. (2010) Migration and International Trade: The US Experience Since 1945. Cheltenham, UK.

INERNATIONAL LABOR MARKET AND INTERNATIONAL MIGRATION 703



Ad3zamu M. Becmuux PYJ[H. Cepus: Dxonomura. 2018. T. 26. Ne 4. C. 697—705

Article history:

Received: 28 September 2018
Revised: 29 October 2018
Accepted: 26 November 2018

For citation:
Afzali M. (2018). Role of Iranian immigrants in Iran — Russia trade development. RUDN Journal
of Economics, 26(4), 697—705. DOI: 10.22363/2313-2329-2018-26-4-697-705

Bio Note:

Mehdi Afzali, Ph.D. Student, International Economic Relations Department, Faculty of
Economics, Peoples’ Friendship University of Russia (RUDN University). Contact information:
e-mail: mehdiafzali1991@gmail.com

Posib UpPaHCKUX UMMUWUIPaHTOB B Pa3BUTUU TOProB/N
mexay UpaHom m Poccuei

M. Adzam

Poccuiickuii yHUBEpPCUTET APYKObI HAPOJOB
Poccuiickas edepayus, 117198, Mockea, ya. Mukayxo-Makaas, 6

Murpaius 1 MeXayHapoaHasi TOProBysl — JiBa BAXKHEMIIMX acTieKTa riodanusaiuu. Murpaims
WUTpaeT BaxHYIO pOJib B pa3BUTUM CTpaH. IMMUTPAaHTBI OTIIPABJISIOT B CBOM POJHbBIE CTPAHBI ICHEXK -
HbIe TIEPEeBO/IbI, UIEU, MTHHOBAIIMU U MHBECTUIIMU. MUTPAHTBI MOTYT BIUSTH Ha TOPTOBIIIO MEXIY
CcTpaHaMU, CHUKATh TPaH3aKIIMOHHBIE U3IEPXKKHU KOMITAHUI, XKeJalollX TOproBaTh. B aToit craThe
MPEANPUHSITA MOMBITKA U3YYUTh OCHOBHbBIE CTPATErny OM3Heca MPaHCKUX UMMUTPAaHTOB B Poccuu.
[TpoBeneHHOE Mccaen0BaHKe MTOKA3aI0, YTO UPAHIIBl MUTPUPYIOT, KaK TTPaBUJIO, B 9KOHOMUYECKU
pa3BuThle cTpanbl, Takue Kak CIHA, EC, Asctpanus, KaHana; yacTh M3 HUX MUTPUPOBaja B CTpaHbI
IMepcunckoro 3anuBa. M, KOHEUHO Xe, MHOTHE U3 3TUX UMMUTPAHTOB UMEIOT BHICOKUIT YPOBEHb
5KOHOMMYECKOT0, YeJIOBEYECKOTO, COLIMATLHOTO U KYJIBTYPHOT'O IOTEHIIMAIA, KOTOPbIN MOXET ObITH
KCTIOJIB30BaH JIJIsI COIIMaTbHO-3KOHOMMUYECKOT0 pa3BUTHs cTpaHbl. OCHOBHbBIE MUTPAIIMOHHBIE TI0O-
TOKM U3 MpaHa HampaBieHbl B ABE TPYIIIbI CTpaH. Bo-TiepBbIX, CTPaHbl ¢ PA3BUTON 9KOHOMMKOM
(CesepHast AMepurka 1 EBporia), Kyia MUTPUPYIOT UPaHIIbl, UMEIOIINE BBICOKUI YPOBEeHb 00pas3o-
BaHMS M YeJIOBEUECKOro NoTeHMana. Bropas rpynmna — pa3BuBaoiyecs CTpaHbl (TJIaBHBIM 00pa3oM
crpanbl [lepcuackoro 3anvBa), rae ceifyac CI0XUINCH OJ1aronpusiTHbie 9KOHOMUYECKUE YCIIOBUS
JIJIsI HapallluBaHUsI ToproBoro obopota ¢ Mpanom. B cTtaTbe npuBeneHb! pe3yabTaThl OIIpOca UpaH-
CKUX OM3HECMEHOB, PACCKA3aBILIMX O CBOEH POJIM B TOPrOBJIE U O TOM, UMEIOT JIM OHU KaKue-11ubo
MPEUMYIIECTBA 10 CPAaBHEHUIO C YCIOBUSIMU, B KOTOPBIX OHM pabOTaIy Ha POIMHE.
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