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Country: Iran

Social and Economic Background of Iran

According to the World Bank, Iran had a population of 66.9 million people in 2004. In 2003, approximately 66% of the population were between the ages of 15 and 64. Less than 2% of Iranians survived on under USD$1 per day and 7.8% lived on under USD$2 per day in 2002 based on the UN Human Development Report. The PPP adjusted GDP per capita in terms of current international dollars increased by 7.9% in 2004 to $7546 from $6995 in 2002. Iran had an unemployment rate of 12% in 2002 according to the World Bank. The International Labor Organization reports that 17.9% of Iranians were employed in small or micro-enterprises in 1996. From 2003 to 2004, Iran received $339.59 million current USD in remittances based on World Bank-WDI data. According to the UN, Iran had a GINI coefficient of 43 in 2000. The World Bank and OECD estimate that Iran’s M2/GDP ratio was 0.34 in 2003. In 2003, Iran received US$120 million FDI net inflow and US$133 million foreign aid and development assistance (both in current USD) according to the World Bank and OECD.  
The currency of Iran is Rial (IR). The average exchange rate was IR 7,958.1:US$1 in 2002, IR 8,281.5:US$1 in 2003 and IR 8,724.6:US$1 in 2004, according to the Economist Intelligence Unit (EIU).

The World Bank and IMF’s  Financial Sector Assessment Program (FSAP)  in Iran is completed. 

Doing Business in Iran

The World Bank uses several indicators to assess a country’s business environment. In Iran, entrepreneurs must complete 9 steps, which takes 48 days, to launch a business, at a cost of 7.3% of GNI per capita in 2004. Registering property requires 9 steps, taking 36 days at a cost of 5% of the property’s value. No data was available regarding cost in GNI per capita to create collateral. Iran scores a 2 on a scale of 0 to 7 on the Disclosure Index, an indicator measuring government protection of private business owners and investors.  

The Banking Information Center, established in 1990, functions as the official credit registry, although no data is available on borrowers per 1000 adults. On the World Bank’s Credit Information Index rating, Iran scores a 2 on a scale from 0 to 6.

Regulatory and Legal Environment of Iran

According to the World Bank, it takes 23 procedures and 545 days from the time a plaintiff files a lawsuit to when he or she is actually compensated. The cost of enforcing contracts in terms of legal and court fees is 12% of the debt’s value. Filing bankruptcy in Iran takes 4.5 years and costs 8% of estate value. The creditor recovery rate is $0.19 per USD.

Iran’s banking sector has been centrally planned since the 1979 revolution, though the government has undertaken significant structural reforms in recent years. Licenses have been granted to 4 private banks in addition to the 10 state-owned banks. Microfinance remains in its infancy in the country. No data could be found indicating that microfinance services are offered by banks, nor could evidence be found of a microfinance regulating agency. The International Financial Corporation, however, has undertaken microfinance projects at the local level in poor provinces. Conforming to Islamic law, usury laws are prohibited in Iran pursuant to the 1983 Usury-Free Banking Law. 

In an effort to liberalize policies relating to FDI, Iran recently passed the Foreign Investment Promotion and Protection Act (FIPPA). This act provides legal protections for foreign enterprises equivalent to those in place for domestic enterprises and offers extra-legal guarantees. Under FIPPA, there is no restriction on the destination of investment and no limit on the type of foreign capital invested. An investment license can be granted within a maximum of 45 days from application. 
Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Iran

There is no evidence that any of the 4 commercial banks currently offer microfinance services. Credit unions, however, became popular after the 1979 revolution and are now commonplace. According to the World Council of Credit Unions, 5 million Iranians are served by 1600 credit unions. In 1996, the World Bank estimated that 1.2 million Iranians were potential microfinance clients.

National Committee Activities in Iran

Iran has established a National Committee with representatives from the government, banks, private sector, academia, and nonprofits/NGOs. The Committee’s activities include implementing a Social Mobilization and Microcredit Program (SAPAP) and holding two half day workshops to promote/clarify the concept of ”inclusiveness” with respect to micro-credit and relate it to employment generation.

Iran is not involved in the Global Microentrepreneurship Awards (GMA) in 2005.
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