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Abstract

Despite the abundant savings in the country, the failure to convert them into economically
productive capital and the continuous growth is one of the structural problems of the country.
Issues such as underemployment of production factors, low productivity, poverty, and the
like have arisen for this reason. Understanding the country’s investment climate, which is
the goal of this study, can be effective in planning for converting savings into capital. In
this article, using the World Bank’s “Enterprise Survey” method and its questionnaire, the
investment climate issues from the perspective of economic enterprises in the country have
been identified, categorized, and compared with the average of the countries under study
and the average of the region. In this survey, dimensions such as regulations and taxes,
corruption, financing, infrastructure, innovation and technology, trade, labor, crime, the
informal sector, gender, enterprise characteristics and enterprise performance have been
examined. the most important question of questionnaire is the biggest obstacle from the
perspective of the enterprise. The results of this survey indicate that: In most components
of the estimated indicators, Iran’s situation is more unfavorable compared to the average
of the world and the MENA region. The findings also indicate that nearly 44% of the
firms considered financing, 15% political instability and 7% tax rate as the biggest obstacle
which together constitute nearly 65% of the investment obstacles. Therefore, it is necessary
to address these three important obstacles in economic policy-making, especially in the
areas of investment and business.
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1. Introduction

One of the characteristics of successful developed and developing countries is the
appropriate state of the investment. Currently, economic enterprises in the country are
facing various issues, the main of which is financing and instability. These restrictions act
as barriers to business and increase production costs, especially transaction costs. In the
last few decades, due to various institutional-historical reasons, capital accumulation, and
economically productive investment have been very low. This has led to a gradual decline
in productive investment and ultimately a decline in national output and economic growth
in the country. The growth of the total net capital stock at constant prices in 2016 has been
on a downward trend from 4.5 percent in 2012 and has not grown at all in 2019. Improving
the investment climate can help change the current trend of capital formation and
accumulation. The fundamental question in examining the investment climate in the
economy is why the private sector does not make enough productive investment? And what
is the biggest obstacle to investment and production?

2. Materials and Methods

The basis of the present study to answer the above question is the World Bank’s “Enterprise
Survey”. The enterprise survey is conducted by asking private sector activists about the
factors affecting the business environment of the enterprises under their management. This
index tries to provide an overall picture of the private sector of the economy (non-
agricultural) in different regions. The statistical population of this survey is the
manufacturing and production, services, transportation and construction sectors in all
countries of the world. In the World Bank’s approach to assessing the investment climate,
the survey has been used as one of the effective methods. It seems that the research of
Dollar etal., (2005) is the theoretical basis of the World Bank’s investment climate survey.
In these studies, the concept of investment climate with the concept of high-quality
institutions in the macroeconomics, namely social infrastructure, property rights, non-
discriminatory policies, transaction costs, government, tax regulations and quality,
infrastructure and labor, are considered as key inputs to investment activities. In the design
of this research, based on statistical data and World Bank standards, the sample population
was determined from six provinces of the country and three sectors of industry, services
and other non-agriculture, and then sampling was carried out. The number of statistical
population and sample population, separated by sector and province, was 1100 firms
selected from different provinces and sectors.

3. Data

Data collection is in the form of structured interviews. Excel, SPSS and Stata were used to
collect and analyze data. The Enterprise Survey collects information from business owners
and managers on a range of topics related to the business environment. One of the most
important indicators is the question of the greatest business obstacle. The components
related to this indicator briefly state what percentage of enterprises choose each obstacle as
the greatest. These components can help policymakers set priorities when designing
targeted programs and policies to improve the enabling business environment. The World
Bank’s Biggest Barriers to Doing Business survey measures 15 factors and indicates the
percentage of firms that consider a given barrier to doing business as the biggest obstacle.
These include: access to finance, access to land, business licenses, corruption, courts,
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crime, customs and trade regulations, electricity, inadequate education of the workforce,
labor regulations, political instability, informal sector performance, tax administration, tax
rates, and transportation. The index is analyzed based on the estimated size of the index,
which is compared to the average for the MENA region, and the world.

4. Discussion

Based on the findings of this study, the surveyed firms in the country have stated that
financing is the biggest obstacle to their business, and 39.7% of firms have listed financing
as the main obstacle to their activities. In other countries of the world, financing is also
mentioned by firms with a share of 14.3%. In the MENA region, after political instability
as the biggest obstacle or 19.1%

In Iran, 4.4% of firms have stated that access to land is their main problem, while this
ratio is 1.3% in other countries of the world and 2.4% in the MENA region.

Also, 1.9% of the firms in the country have listed commercial licenses as the most
important obstacle to their activities, which is lower compared to other countries of the
world with 2.6% and countries in the MENA region with 3.7%.

Corruption is mentioned by 1.4% of the firms in the country as the most important
obstacle to business. In other countries of the world, 6.8 percent and in the countries of the
MENA region, 9 percent of the firms had this opinion, which is higher than in Iran.

A small percentage of the firms in the country have introduced courts as an obstacle.
This ratio is also less than one percent in other countries of the world and the MENA region.

Crime and theft have been declared as a major obstacle by 1.4 percent of the firms in
the country, and this figure was 2.8 percent in other countries of the world and 1.9 percent
in the MENA region, which is a higher figure.

A small percentage of the firms in the country have declared customs and trade
regulations as an obstacle to their business. In other countries of the world and the MENA
region, this ratio includes about 3.5 percent of the firms, which is a higher figure than the
firms in the country.

The percentage of firms in the country that have declared electricity as their biggest
obstacle is 2.1%, which is much lower compared to other countries in the world with 8.9%
of firms and the MENA region with 11.7%.

Regarding inadequate education, about 2.6% of firms in the country have stated it as the
main obstacle to their activities, while this ratio is 9.5% in other countries in the world and
8.7% in the MENA region, which is a significant ratio.

Only 0.4% of firms in the country have considered labor regulations as the main obstacle
to their activities. This ratio is 3.4% in other countries in the world and 2.7% in the MENA
region.

Political instability has been declared as the biggest obstacle to business by 19.8% of
firms in the country, 19.1% of firms in the MENA region and 11.6% in the rest of the world.

4.5% of the country's enterprises have considered the performance of the informal sector
as an obstacle to their activities, while this ratio is 8.11% in other countries of the world
and 7.7% in the MENA region.

1% of the country's enterprises have declared tax management as a major obstacle to
their activities. This ratio is 6.2% in the MENA region and close to Iran, while the average
for the world's countries is 4%.
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The percentage of enterprises in the country that have considered tax rates as the biggest
obstacle to their activities is about 4.6%, while the world's countries are 13.1% and the
MENA countries are 11%.

Transportation has been declared as the main obstacle to their activities by 2.1% of the
country's enterprises. This percentage is 4% and 7.3% for the world's countries and the
MENA region, respectively.

5. Conclusion

Business owners are always faced with various obstacles and problems in their activities,
obstacles that are sometimes imposed on them by the business environment and disrupt
their activities. This report examines a number of issues and problems that businesses face,
and asks businesses which of the environmental obstacles they consider to be the biggest
obstacle to their business activities. The results of the study show that businesses in the
country have identified financing as the most important obstacle to business activities, with
political instability being the next biggest obstacle to business after financing. Therefore,
nearly 65 percent of businesses in the country have identified financing and political
instability as the biggest obstacles to their activities, which indicates the importance of
these two issues and the need for more attention and planning by officials in the methods
of financing businesses and providing political stability. Transportation, corruption, and
access to land are in the next ranks. The informal sector, courts, crime and theft, and
customs regulations are barriers that are of much less relative importance to businesses than
other barriers.
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Tab. 2: Global indicators for monitoring the investment climate and business environment
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Tab. 3: National indicators for monitoring the investment climate and business environment
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8 United Nation Industrial Development Organization (UNIDO)
4 Department of Community & Economic Development(DCED)
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Graph. 1: The concept of investment space
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Tab. 4: Government policies and behaviors, and investment decisions
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Tab. 6: The biggest business obstacle from the perspective of economic enterprises (lran,
MENA region and the world)
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Graph. 2: The biggest obstacle to doing business in the Islamic Republic of Iran
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