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Abstract

Today, financing plays a vital role in international trade, to the extent that the majority of international
trade transactions are based on one or more financing methods. In the realm of international trade, there
are various methods for securing financial resources, and just as global trade continues to evolve, so too
do these financing methods. On the other hand, there are numerous obstacles and deficiencies facing
financing in Iran when compared to other countries around the world, which can hinder its realization.
These barriers and shortcomings are not uniform across all capital-receiving countries; rather, they can
vary from one country to another depending on the legal, political, economic, and cultural systems in
place. In this article, the author conducts a comparative analysis of international financing in Iran versus
other countries worldwide. In addition, different methods of international financing are examined. The
findings of the analysis indicate that among the various components of external financing, the most to
least significant are: finance, refinance, international loans, direct investment, usance, countertrade, joint
investment funds, credit lines, and indirect investment.

Keywords: International financing, international financing methods, finance, investment.
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Introduction

Nowadays, international financial resources play a significant role in funding investments and expanding
productive capacities in most countries around the world—especially in developing countries whose
domestic resources are insufficient to support their economic growth and development. Many developing
nations, including Iran, face capital and financial resource shortages. To compensate for these shortages,
these countries need to attract foreign investment (Jalili et al., 2010). Given the specific conditions of
developing countries and the financial crises they face, securing the capital required for large-scale
projects is not easily achievable. Therefore, the alternative route—attracting foreign investment—
becomes a focal point in such nations.

Examining the relationship between financial development and international trade holds particular
importance for policymakers. If an increase in trade leads to greater financial development, then trade
liberalization policies, especially the expansion of trade and regional agreements, are recommended as a
strategy for improving and developing the financial sector of the economy. In fact, trade liberalization
policies in general, and increasing trade agreements in particular, not only do not restrict the financial
sector, but also promote and expand it.

The methods and mechanisms of financing and preparing the necessary operational budgets for the
implementation of large-scale projects across various sectors, and the utilization of the resulting products
and services, remain among the most critical challenges faced by developing countries. Over time, not
only developing countries but also developed nations encounter new challenges on the path of economic
advancement—challenges that require innovative theoretical and practical tools to overcome. One of the
most recent and effective economic tools is foreign investment, which, beyond simply providing capital,
is also a determining factor in a country’s future economic growth rate. The most important and effective
solution for achieving development goals in a country is the existence of a strong economic structure with
an active financial market. Due to widespread poverty and low financial savings in most developing
countries, domestic capabilities in these nations are insufficient for capital formation to achieve
development objectives and execute infrastructure projects. As a result, many of these countries are
compelled to cover their capital shortfalls through foreign sources, leading to an increased tendency
toward attracting external financial resources.

Several factors can increase the chances of successfully attracting foreign investment. The most important
of these is the existence of a comprehensive legal framework that minimizes the need to refer to external
laws and regulations. The purpose of this article is to examine and identify a comparative perspective on
international financing (finance) in Iran versus other countries. The necessity of such a discussion arises
from the fact that, despite the numerous investment opportunities available, Iran’s share of global foreign
investment remains minimal.

Building upon this goal, the researcher seeks to answer the following questions:
e What is the concept of international financing (finance)?

e  Why should we pursue international financing?
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e What are the various methods of international financing?
e  What are the legal barriers and shortcomings to international financing in Iran’s legal system?

¢ And finally, how does international financing in Iran differ from that in other countries around
the world?

Lecture Review
- The concept of international financing ( finance)

Financing , in a general sense, regardless of whether it is internal or external, refers to the process

of concentrating financial resources into capital in the medium and long term. ( Shabani , 2007).
Therefore, in the current legal, financial and commercial literature, financing is a common term, but
everyone agrees on a clear definition of it. The reason for this is the distinctive meaning that is derived
from this method. Project financing also refers to the set of solutions needed to attract any type of capital
and financial resources needed to implement the project (Firouzi, 2013). Along with the financing
process, financing techniques and techniques can also be proposed. In fact, financing, in order to be
implemented, requires mechanisms and actions that can be interpreted as financing techniques or
techniques. Accordingly , it can be said that project financing techniques are: and works that create
resources to attract financial resources, determine the method of payments , repayments , identify
obligations and conditions governing financing (Ashkoh et al., 2013). In the corporate financing
technique, the cash flow of projects is combined with the cash flow of the sponsoring company (
Gendrrone & Soumare, 2007 ). Lenders in granting loans are based on the creditworthiness and general
assets of the company that wants to build a new project or other activity. It is important to note that
businesses finance their own business activities ( Jechoutek & Lamech, 1995 ).

Today, the stagnant structure of the Iranian economy and its heavy dependence on oil as financial
resources are considered a potential threat to the country's future. In Iran, to increase per capita income by
four percent, given the average growth rate of two percent and five percent of the return on additional
capital to additional output, the amount of investment must be equivalent to thirty percent of the country's
GDP. In this regard, there are only two ways to increase investments: It can be considered: domestic
resources and foreign resources. In the field of domestic resources, a part of the country's total income is
allocated to this issue. In fact, the government and the parliament allocate a percentage of government
revenues in the annual budget bill to the implementation of industrial and infrastructure projects, which,
due to the limited government revenues, are certainly not the only answer to this issue. It will not be about
needs. In addition, the government will can also ask for help from the private sector. But the reality is that
due to the nascent nature of the private sector in the country, unfortunately, it is not currently possible to
have a strong presence in the field of large-scale investment in the country's economy (Mousavi, 2006).
Therefore , it is necessary to resort to the second solution, namely foreign resources. Hence , it is
considered It should be noted that given the limited domestic resources for the necessary investment in
the infrastructure and production sectors in order to achieve the desired economic growth of the country,
foreign resources are a suitable option for providing and providing the funds needed for production and
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investment in Iran. In addition, each country may have specific reasons for resorting to foreign financing
(Nabi Faizi Chakab et al., 2015) .

D - Why should we seek international financing ?

Today, many countries in the world have a strong desire to attract foreign capital due to the lack of
domestic resources for investment. Foreign investment is in fact the acquisition of assets of companies,
institutions and individuals from other countries, which is usually done in two ways: foreign investment
in the financial portfolio, which is also called indirect investment, and in Iran it is subject to the Securities
Market Law of the Islamic Republic of Iran and the Foreign Investment Regulations in Stock Exchanges
and OTC Markets, and is carried out through the purchase of stocks and bonds on the stock exchange by
foreign investors, and foreign direct investment is carried out when a country or foreign investor invests
directly or with the participation of domestic investors in an enterprise located in a country other than the
investor's country in order to gain permanent and permanent benefits and to gain effective voting rights in
the management of the company. Of course, the Law on Encouragement and Support of Foreign
Investment in Iran also includes other methods in the definition of foreign investment, which include civil
partnership methods, mutual sale and construction, exploitation and transfer. The same As mentioned,
purchasing bonds and shares of companies in stock market transactions and depository receipts in foreign
banks are types of indirect foreign investment, in which case the foreign investor does not have a direct
role in the management of the production unit and is not financially responsible. Important The most
important feature of this type of investment is its floating and volatile nature. In other words, foreign
investment can transfer its capital to its own country or a third country at any time by selling shares or
securities. However, foreign direct investment is a type of foreign investment that is made in order to gain
permanent and permanent benefits in an economic enterprise located in a country other than the investor's
country, and the result is the acquisition of effective voting rights in the management of the company.
Studies show that foreign direct investment, for whatever reason and in whatever form it is made, has
significant effects on macroeconomic variables, including reducing interest rates, reducing exchange
rates, increasing economic growth, increasing government tax revenue, reducing government debt,
improving income distribution, transferring technology, improving productivity, increasing employment,
developing exports, reducing imports, and having a positive effect on the balance of payments. In general,
the factors affecting foreign direct investment can be divided into the following four groups :

. Policy factors Economic investment (economic stability, level of investment risk, etc. ) ;

. Economic structure factors (infrastructure such as roads, ports, communication systems, etc. ) ;
. Incentive and support factors (tax exemptions, subsidies, etc. ) ;

. Geographical and political factors .

Capital is considered as the driving force of economic growth and development in all theories and models
of economic growth. Accordingly, adopting measures to attract sufficient capital to finance economic
projects is important. are the most important concerns of economic decision-makers in every society. It
What is important in the field of foreign direct investment is its role as an influential factor in economic
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growth and development, bridging the savings and investment gap, transferring technology, technical
knowledge, and new management practices (Fathi, 2013) .

- Method What are the international financing options ?
- Finance

Finance literally means " finance " or " financing ", and in the discussion of capital Investment refers to
financing through the use of domestic resources or the receipt and use of foreign currency loans . Be . To
In short , finance contracts mean that a bank or foreign commercial institution makes a loan to For the
purpose of a specific operation, a specific country or company is paid and Actually control over cost It
has no obligation to implement it and therefore has no obligation to bring the plan to fruition and to meet
the deadlines set. Done Oh, the truth. and Its subsidiary is guaranteed by the contract or the bank. The
contractor receives In any case , the finance method is a short-term method . The period of transferring
capital to the country is because after the loan repayment deadline, The principal must be returned along
with its interest;

Therefore , important The most important condition for receiving a foreign currency loan is its allocation
to the project. Those that are economically justified and have a reasonable rate of return on investment.
Generally , the two methods include " autonomous ™ and " non-autonomous " finance. To finance the
project are used In the first method, (the company plan receives The credit provider must have the ability
to issue goods to repay the facility installments . It may have a foreign currency; however, in the non-
autonomous finance method, the capital required to implement a specific economic plan is provided by a
credit institution or a foreign operating bank. The period of using resources in this method is about 10 to
12 years and its annual interest rate is are determined according to the economic conditions and risk of the
country. which is about 1 to 4 percent higher than the interest rate between It is a London bank (Libor ) (
Tao, L & Zhu, 2017).

- Y- Vesans

The word "usance" literally means " respite " , " respite " and " promise to pay ", and in the term "
capital" it means Transfer means an agreement to pay the price of technology and equipment received in
return for the presentation of a time bill. It is a tree .

Which method? Short-term borrowings Term, Usance ( incoming goods and services on credit ) It is
usually provided or guaranteed by the monetary and financial markets of industrialized countries to
support the sales of their own country's products. and the worst kind of borrowing Special for borrowing
in large volumes to | count. because the repayment time for this type of borrowing Very short It has been
a while and even if it is converted There is not enough time for the productive capital to circulate in the
production cycle of that capital, and the obligated country is obliged to use its other financial resources to
secure loan repayment. Therefore, in short , The country's financial resources are limited to The intensity
under Pressure is applied. Take it .
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Usually free of charge Financial implications of this type of borrowing The goods were heavy and
provided The provider of these resources is not concerned with the results of the expenditure and is
merely ensuring Enough to return the original and Sub-division through the government They demand
The main goal of the granting country or source is to sell as much as possible and export domestic
products. In fact, this is the method used by exporting countries to support exports . Do.

Credit lines: In this case, receive Credit line provider with no down payment Currency allowed Find it.
Use a certain amount of the credit line provider's products or services and repay it according to previous
agreements ( Tao, L & Zhu, 2017).

Loan Between International: This method involves establishing specific conditions for the use of the loan
and exercising control over the lending institution. Depends on how much you spend. Loan disbursement
during project implementation May In this Types of cases , may Feasibility studies should be conducted.
Measurement required by the loan The project has been completed and the technical and economic
justification of the project has been completed. Accept him/her To be placed .

BOT Construction, use Transfer, assignment: In this type of contract, the capital Foreign transfer after
obtaining the industrial unit concession, responsibility for financing, construction and interest The
transfer of an industrial unit for a specific period ( about 10 to 30 years ) to Responsibility and upon
completion of the contract, its ownership is transferred to the host country. The length of time the project
is managed by the capital Transition due to cost The high costs of carrying out such a plan are those that
may have been created by several capital groups Transition is done. This group are interconnected with
each other and its function may be owned by several capital groups transition is made. Also, this group in
It is interconnected and its function is It depends on the other method . Financing options , may Power to
option Name the following :

- BOO : Build, Benefit Vector, ownership

- BLT : Build, Lease, Transfer

- BLO : Build, Lease, Interest Vector

- DBOM : Design, Build, Operate Removal, maintenance
- ROT : Recovery, Interest Vector, transfer

- ROO : modesty, interest Vector, ownership

One of the ways which are used today The purpose of greater capital mobility Foreign investors in capital
matters Transfer from developing countries development as well as capital-exporting countries It is used.
Be , use incentives The role of this incentive is financial . in the matter of capital flow Foreign investment
and incentives Financial assets that are considered capital in Iranian laws The external investors granted
are very influential ( Tan & Tan, 2015).
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- Obstacles and shortcomings What are the international financing requirements in our country's legal
system ?

Despite what has been said in the previous sections, there is insufficient investment attraction in Iran,
which The reason for this can be examined from several angles . Some experts emphasize economic
obstacles, while others emphasize political, legal, and cultural obstacles. In summary, these obstacles can
be listed as follows (Ziyadlo, 2019) :

- Economic obstacles : Factors such as excessive expansion of the public sector, currency
fluctuations, ineffective trade policies, lack of economic stability, lack of appropriate physical
infrastructure, weak port facilities, weak financial and tax incentives and promoters, etc. and Also weak
In Presentation Services So From Capital Transition, Lack Skill Enough Force Human ... From Sentence
Cases are that May Power From Those To Title Obstacles Economic Attract Capital Hi Foreign
Remember He did .

- Legal and regulatory obstacles : The existence of clear laws, regulations, and policies related to
foreign investment, such as customs, tax, trade laws, etc. From Sentence Shape Facilitation Maker Capital
raising Transition Foreign Considered May But Rules and Regulations Available Obstacles and
Limitation Hi Serious particle for direct object In Way Attract Capital Transition Foreign Creation Done
They are.

- Political obstacles : In recent years, along with the globalization of the economy and trade, the
study of political risk has become increasingly important. Foreign investors as well as governments in
host countries pay special attention to this issue. For governments, the main and fundamental reason for
studying the areas of political risk is to ensure their success in seeking foreign capital, and if possible, at
low cost. Encourage multinational companies to invest in their country. The reason why investing
companies pay attention to political risk analysis is also clear .

- Administrative obstacles : Based on Hernando de Soto's theory Peruvian economist: Tough and
burdensome administrative barriers in developing countries push the private sector into the underground,
informal, and unproductive economy In such a business environment, conventional economic policies
such as privatization and other policy packages fail, foreign capital drowns in the swamp of the
bureaucratic system, financial and human capital flees to advanced countries, and domestic producers lose
the game to domestic competitors. Do it .

- How is international finance different in Iran from other countries in the world ?

The importance of financing in international trade is such that some estimate They beat more than 90
Percentage of world trade is based on one or more types of financial instruments ( Contessi and de Nicola
, 2012 ) . Capital Foreign direct investment is an essential source of financing for developing countries. It
is development, but politics Investors should minimize their risks. Capital Foreign direct investment It
can help host countries in job creation, technology diffusion, economic growth, and sustainable
development ( Development, RQF, 2015 ). While It is assumed that the embargo on direct bilateral trade
between the states The United States and Iran have been a channel for economic losses for both sides and
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no Nothing. This could be far from reality. For Iran, the true cost of direct trade losses is partly due to the
impact of capital reductions. Foreign direct investment, capital flows and capital It is a joint venture. Its
non-commercial effects on Iran are Attention is drawn to the fact that Iran is returning to normal trade
with the United States and its allies after the lifting of sanctions. ( Askari, Forrer , Teegen & Yang, 2002
). Financing through participation in the Various possibilities It is acceptable, from Sentence :

- Capital Foreign direct investment : Capital Large foreign investment The most sustainable and effective
form of financing for developing economies in the face of crises Financial crises have been occurring
over the past decade . and an important source of private capital for developing countries. Counting River.
Current Private between International Capital, to Special Capital Foreign direct investment, coupled with
stability between International, a key role in the effort for national and international development They
have international capital . Foreign investment, partnership of two or more capitals External transition in
the project It is a capital invested by a country. Acceptable definition show ( Duce & Espafia, 2003 ).

- Capital Indirect foreign investment : In this type of financing, capital Foreign exchange by purchasing
securities, bonds, partnerships, Stocks and ...enters the financial market To be But it has no role in capital
control and management, and You only receive your profit from the profit or loss of the project. Slow .

The five leading countries in the world in the field of crowdfunding based on the value of transactions are
: the United States, the United Kingdom, France, Germany and Australia, which shows the importance of
the issue of crowdfunding in the developed countries of the world. Among the leading countries in the
field of alternative financing methods, China has occupied the first place. With $ 215.4 hillion, this
country is the leader in alternative financing methods and has a significant gap with the second country,
the United States .

. The global crowdfunding market size was around $30 billion in 2019, with a CAGR of over 16%
from 2021 to 2026. It has been predicted ( MordorIntelligence, 2020 ).

. Furthermore, the 2021 market analysis by Technaive shows shows that the global crowdfunding
market has the potential to It could grow by $196.36 billion from 2021 to 2025

( Technavio, 2021 ).

. The country with the highest amount of crowdfunding in 2021 was the United States with about
$504 million, followed by the United Kingdom ($62 million), France

($52 million), Germany ($42 million), and Australia ($31 million ) ( Statista , 2021 ).

. However, overall crowdfunding statistics from Cambridge show China is the global leader in
alternative financing, with a financial volume of $215.4 billion. It is far ahead of the United States ($61
billion) and the United Kingdom ($10.4 billion) (University of Cambridge, 2020) .

. 1478 Crowdfunding organizations exist in the United States ( Crunchbase, 2021 ).

. Additionally, 6,445,080 crowdfunding campaigns were held in 2019 ( Fundly, 2020 ) .
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The crowdfunding market has been on an upward trend since 2019, a trend that stopped between 2019
and 2020 due to the Corona pandemic and faced a decrease in volume, but it was after this year that this
market in the world continued on a completely upward trend. Given the previous Nose Based on the
volume of capital raised in 2025, which will reach $1,201.1 million, the market will experience a 120%
growth over a 5-year period, and the volume of capital raised through crowdfunding will be 120% larger.
It will get wet .

Despite this That 's all . and its functions are carried out in light of current Iranian regulations. It is
possible, but this is not the reason . Let it be the law. The Iranian transition from enacting a specific law
regarding it The establishment of a special law and clarification of the identification of financial security
and its various functions can be very effective in facilitating and developing Iranian trade .

Research Methodology

The research method, based on the research objective, is applied in nature and, in terms of data collection,
is categorized as a qualitative method within the case study branch. In this article, document review,
archival research, questionnaires, and interviews were employed. Specifically, data was collected through
repeated sessions and in-person interviews with key individuals and experts in the field, using interviews
and questionnaires. The Dictionary of International Law defines foreign investment as follows: the
transfer of funds or materials from one country (the exporting country) to another country (the host
country) for the purpose of utilizing them in the facilities of an economic enterprise in the latter country,
in exchange for direct or indirect participation in the profits of that enterprise. The manner in which these
funds are used in the operation of an economic enterprise distinguishes foreign investment from foreign
trade (Reisenfeld, 1985). This article aims to identify the best international financing methods by
prioritizing commonly used financing approaches at the international level. Accordingly, relevant topics
and previous literature were first reviewed. Then, based on field studies, questions were formulated and
examined in line with the title and objective of the research.

Finding
From the perspective of domestic law, financing from foreign sources is limited. There are challenges and
obstacles that will be examined below. are dealt with in the Iranian legal system ( Zarei , 2006 ):

Challenge Constitutional provisions : Shortcomings Legal obstacles and obstacles to financing from the
perspective of the Constitution can be examined in principles such as Article 44 of the Constitution,
Acrticles 81 and 82 .

According to Article 44 of the Constitution, the economic system of the Islamic Republic of Iran is based
on three sectors: state, cooperative, and private, with systematic and correct planning . According to
Article 44 of the Constitution, the state sector constitutes the core of the Iranian economy. Therefore, the
oil and gas sector, which is one of the major mines and primary industries, is completely state-owned, and
the private sector, including capital, is Foreign investors are not allowed to operate in it. This causes The
private sector should be excluded from operating in Iran's oil and gas affairs, because according to Clause
11 of Article 3 of the Law on Encouragement, Capital Foreign direct investment is only possible in areas
where private sector activity is permitted. Therefore, it will be practically impossible for foreign investors
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to operate in this sector, because the capital Posting in this section Yes, from investors. Foreign, covered
by the law on the encouragement and protection of capital No external placement is allowed. Therefore ,
in terms of not using the guarantee The benefits and protections of this law provide little incentive for
foreign investors to invest. They will not have any place in these sections. On the other hand , the
existence of the principle 44 creates this illusion. He said that if an industry is created by the Iranian and
foreign private sectors and as a result of capital Placement Continuously developed and transformed into
large industries, they are exposed to state ownership and nationalization. Therefore , capital owners will
try to avoid developing industries and creating large industries .

According to Article 81 of the Constitution, "Granting the privilege of forming a company "Businesses
and institutions in commercial, industrial, agricultural, mining and service matters to foreigners are
absolutely prohibited.” Important The most serious legal prohibition on attracting foreign capital in Iran is
the prohibition stipulated in Article 81 of the Constitution, which, in terms of assessing the level of risk to
capital, Potential investors tip the scales in favor of a heavy investment position. Therefore , we must
accept that Article 81 of the Constitution was established to prevent foreign monopoly and prohibit
foreigners from owning shares in the company. It has not banned Iranians . It They can be up to 40
percent

In the company Domestic capital The Islamic Consultative Assembly , by approving Law on the
permission to register a branch or representative office of a company " Foreign countries " , to all
discussions This ended the problem and paved the way for the activities of foreign companies and
institutions . According to the single article of the law, it is allowed to register branches or representative
offices of foreign companies that are recognized as legal entities in the country of their registration. be
subject to reciprocity by the host country. Can in the field Those determined by the country of Iran.
Within the framework of the laws and regulations of the country, they must register their branch or
representative office .

According to Article 82 of the Constitution, “The employment of foreign experts by the government is
prohibited, except in necessary cases and with the approval of the Islamic Consultative Assembly.” In this
The question arises as to whether the prohibition stipulated in Article 82 of the Constitution applies to
institutions and companies. Does it refer to government agencies, or does it also include the private
sector? Although, according to the express text of Article 81, the aforementioned prohibition only applies
to the government sector, in practice this prohibition is also effective in the private sector, especially in
matters related to entry and employment permits for foreigners. Assuming that the prohibition only
applies to the government sector, in each case , the government must obtain the necessary approval from
the Islamic Consultative Assembly, justifying the necessity of using the services of foreign experts and
specialists. Obtaining this approval also has specific conditions and procedures, which are time-
consuming. It can hinder financing .

According to Article 139 of the Constitution, the settlement of disputes concerning public and state
property or its referral to arbitration in any case is subject to the approval of the Council of Ministers and
must be notified to the Parliament. In cases where the party to the dispute is foreign and in important
domestic cases, it must also be approved by the Parliament. Important matters are determined by law.

10
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This principle regulates the settlement of disputes concerning public and state property and their referral
to arbitration in cases The objection to this principle arises from the fact that foreign businessmen and
investors do not have a good relationship with national courts and laws, and therefore Where commercial
arbitration is International arbitration is now resolving disputes with less time and expense, faster action,
and adherence to international rules and principles and regulations of international trade. Foreign
investors show more interest in this institution, but considering this principle, it is actually a major
obstacle to the conclusion of this It is a type of contract . In this regard, efforts The first attempt was to
pass a commercial arbitration law between International Law in 1376 can be considered a positive step
towards solving the problems arising from this principle, but this law could not be a panacea for the pains
arising from Article 139 ( Skini, 1371).

Therefore, one of the issues that can be raised regarding financing could be arbitration regarding disputes
arising from the provision of financial resources. Regarding such an issue Oh, the way of our country The
same limited method is used to refer to arbitration in disputes between the government and the
organization. The agreements between the Iranian government and foreign parties are subject to approval
by the Cabinet and the Parliament.

Ranking factors using confirmatory factor analysis test

To examine the importance and ranking of -the impact of external —financing factors, a confirmatory
factor analysis test was used, the results of which are shown in Table 3.
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Figure 1. Overall model measurement in standard mode
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Cronbach's alpha and composite reliability were used to measure reliability, and validity was used to

measure validity . Convergence was used and the GOF index was used to measure the model fit;

Table 1. Cronbach's alpha coefficients

Indicators Crgqgﬁ;h's ggﬂ‘a%‘?fi'tt; AVE GOF
Finance 0/841678 0/883415 0/559085
Refinance 0/769435 0/850707 0/592171
International loans 0/662904 0/798226 0/508631
Direct investment 1,000000 1,000000 1,000000
Usance 0/943048 0/954563 0/777992 0/523
Mutual trade 0/908459 0935144 0/783393
Mutual funds 1,000000 1,000000 1,000000
Credit lines 0/953903 0/962833 0/812024
Indirect investment 0/931256 0/950077 0/826532
. A Cronbach's alpha value above 0.7 indicates acceptable reliability .
. CR value for each construct is above 0.7, =it indicates adequate internal consistency for the
measurement model .
. AVE value above 0.5 indicates acceptable convergent validity .
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. Considering three values of 0.01, 0.25, and 0.36 as weak, medium, and strong values for GOF ,
obtaining 0.62 indicates a strong fit of the model.

Table 2. Ranking of external financing factors

Indicators Standard | Meaningfulness | Rank
Finance 0.119 13.27 1
Refinance 0.147 13.83 2
International loans 0.160 14.77 3
Direct investment 0.158 12.94 4
Usance 0.164 15.03 5
Mutual trade 0.141 12.14 6
Mutual funds 0.120 12.04 7
Credit lines 0.133 12.87 8
Indirect investment 0.129 11.58 9

The results of the factor analysis test show —that among the external —financing factors , the components
of finance , refinance , international loans , direct investment , goodwill , mutual trade , mutual
investment funds , credit lines , and indirect investment have the highest and lowest importance,
respectively.

Conclusions

Undoubtedly, the development of any country requires the implementation of infrastructure and
foundational projects. Such projects demand substantial financial resources, which in most cases cannot
be fully provided by the country itself or its domestic companies (even in the private sector).
Consequently, they are compelled to seek financial resources from foreign governments or companies.
Thus, foreign financing gains special importance.

Among the benefits of financing through attracting foreign investment are enhanced competitiveness, the
transfer of technology from abroad to the domestic economy, and access to export markets.

There are various factors that can increase the chances of success in attracting foreign financial resources,
with the most important being the presence of a comprehensive legal framework that minimizes the need
for reference to other laws and regulations. At present, the Law on Attraction and Protection of
Foreign Investments in Iran does not meet the current needs of the country. Therefore, revising the
existing laws has become essential. Such a revision will only be effective if the constitutional barriers to
foreign investment are removed.

From the perspective of international law, expropriation and nationalization of foreign property are
recognized rights of sovereign nations, as they are based on internationally recognized legal principles.
The only point of contention lies in the method of damage compensation. In capital-exporting countries,
the formula for compensation is “prompt, adequate, and effective,” whereas in developing host countries,
the approach is based on “fair,” “appropriate,” or “equitable” compensation.

13
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Iranian law guarantees fair compensation for legal and non-discriminatory expropriation, based on the
real value of the investment immediately before expropriation, and upholds the national treatment
standard, meaning that foreign and domestic investors are granted equal rights and privileges.

The Foreign Investment Law in Iran has made great efforts to facilitate the activities of foreign investors
in the country. Nevertheless, this law also includes certain restrictions on foreign investment. For
instance, the ownership of immovable property by foreign investors is prohibited. According to Iranian
domestic law, the ownership of immovable property by foreign nationals—whether natural or legal
persons—is forbidden. In line with this, the Foreign Investment Law endorses these regulations and
prevents foreign investors from owning real estate in Iran. However, to resolve this issue, the law allows
foreign investors to register an Iranian company through which they can carry out their activities and, due
to the company’s Iranian legal identity, gain ownership rights over land and property. Nonetheless, it
must be noted that a foreign investor cannot enjoy property ownership rights while retaining foreign
identity.

Based on the findings of this research, the following recommendations are proposed:

Given the above discussions and the research findings, the following steps should be taken to develop an
effective policy for reducing economic and political risks and increasing the likelihood of success in
attracting foreign capital:

e Step 1: Economic Liberalization
A key requirement for successfully attracting foreign investment is moving toward a market-
based economy by reducing state interventions and promoting deregulation and privatization.

e Step 2: Reducing Administrative Bureaucracy
As previously mentioned, one of the major inefficiencies in the economy and a significant
barrier to attracting foreign investment is the excessive and burdensome bureaucratic processes.

e Step 3: Ensuring Investment Security
Among the three aforementioned factors—economic liberalization, reducing bureaucracy, and
ensuring investment security—the latter is the most critical. In the world of capitalism and
investment, investment security is the top priority.

e Step 4: Defining Legal Rights and Regulations
Laws related to the admission, entry, and registration of foreign capital should be transparently
defined. Furthermore, rights and facilities should be granted to incoming capital. One of the most
important aspects during the capital admission phase is the provision of financial incentives for
investors.

Among the foreign financing tools, the highest priorities are finance, refinance, international loans, and
foreign direct investment (FDI). The results of the research indicate that the prioritization of foreign
financing methods varies depending on each of the nine evaluation criteria. Therefore, if decision-makers
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assign different weights to these criteria, different financing methods will be prioritized based on those
choices.

On the other hand, creating a suitable legal environment for investors requires a supportive investment
climate that does not jeopardize the financial rights of investors. Accordingly, the following elements are
crucial for foreign investment financing:

e Legal guarantees of ownership rights
e Compliance with international standards on foreign investment
e Time limitations for investment projects
e Economic balance requirements
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