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Economic Cost of Doing Business

Labor Force

RN CoMntly Health Business Climate Quality Ll
Germany 3 14 2 b 6
United Kingdom 5 14 3 9 7.8
Switzerland 6 25 1 1 8.3
Netherlands 2 27 6 5 10
Ireland 1 17 10 14 10.5
Denmark T 29 8 3 11.8
Finland 24 19 3 2 12
Norway 7 31 7 4 12.3
Czechia 7 6 17 21 12.8
Sweden 19 20 5 7 12.8
Poland 3 5 23 22 133
Estonia 1 11 11 15 135
Austria 12 23 11 8 13.5

Analysis of World Economic Forum, UNESCO, World Bank, OECD and tax consultancy data by
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Executive summary of 2019-2020 Iran’s
GEM Global Entrepreneurship Monitor
(GEM) Report




Today, entrepreneurship is a key factor in wealth creation, increasing social health, and
economic development. In line with the United Nations Sustainable Development Goals
(SDGs), entrepreneurship promotes innovation and
eliminates  inefficiencies by identifying new
opportunities to meet societal challenges. Thus, many
governments and international organizations cite
entrepreneurship to reduce or alleviate poverty,
empower women, and meet environmental challenges.

iﬁ"}? Global Entrepreneurship Monitor is an international non-
by

profit organization that was established in 1999. It
GEM systematically and continuously assesses the status of
entrepreneurial mindset, motivation, activities, and
Faculy of tntreprenewrsh® —— Now, after 21 years of the Consortium, entrepreneurship has

entrepreneurship and its related characteristics such as
conditions in different countries and at different times.
GEM-IRAN Office

reached its peak. So, most governments have set up
frameworks and policies for their development. [ran became a member of the Global
Entrepreneurship Monitor in 2007 with the Ministry of Cooperatives, Labor and
Social Welfare (Labour and Social Security Institute), and the Faculty of
Entrepreneurship at the University of Tehran.

As we said, Global Entrepreneurship Monitor examines the state of entrepreneurship
in the world. To evaluate entrepreneurship indicators more efficiently, the membered
countries of the Consortium should be categorized. The division of countries in the
2019 was based on three levels of national income: low, medium, and high. In this
category, Iran is at the level of medium national income.

“Shared value creation" is a hot topic and a new entrepreneurial approach in 2019,
which caused many companies of the world to readjust their vision or mission with
this aim. According to the Global Entrepreneurship Monitor, “Build great wealth”
and “To earn a living” are the main motivations for Iranian entrepreneurs to start a
new business.
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The below picture shows a summary of Iran's demographic and cultural options and
its global rankings in 2019 in the field of economics and entrepreneurship

development (Fig. 1).

Population (2019) (WEF)
82.4 million

World Bank Starting a
Business Rating (2019)

67.8/100
Rank: 178/190

GDP growth (2018,
annual % change) (IMF)

-4.8%

World Economic Forum
Global Competitiveness
Rank (2019)

99/141

GDP per capita (2018;
PPP, international $) (IMF)

19.38 thousand

World Economic Forum
Income Group Average
(2019)

Upper-middle

World Bank Ease of
Doing Business Rating
(2019)

58.5/100
Rank: 127/190

Fig. 1. Iran’s profile

For dear readers informing, Iran entrepreneurship indicators, which are approved by the
Global Entrepreneurship Monitor for 2019 is shown in below figure (Fig. 2).
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Attitudes and perceptions Motivational

% Adults Rank/50 (somewhat or strongly agree) % Fermale % Male
Know someone who has started a 551 o1 % TEA Rank/50  TEA TEA
new business ' -
- To make a 406 35 469 368

Good opportunities to start a 477 29 difference
business in my area ' ;

| , Build great 835 5 842 831
It is easy to start a business 30.1 45 wealth
Personally have the skills and Continue family
knowledge 68.9 13 tradition 209 41 203 21.2
Fear of failure (Opportuni[y) 36.2 37 Toearna Iiving 68.7 =20 724 66.4
Entrepreneurial intentions 379 1

Entrepreneurship impact

Activity % Adults Rank/50

% Adults Rank/50 % Female % Male Job expectations (6+) 5.0 13
Total International (25%+ revenue) 0.5 =35
early-stage :
e 10.7 26 8.2 131 Nr?)té?]r;?;/sc;iis(gstomers and 17 —24
Activity P P
Established Glo‘tjjal tsc/ope (cus)tomers and 0.2 -29
Business 10.2 16 6.1 142 products/process
Ownership rate Industry (% TEA in business 26.9 14

. services) '

Entrepreneurial
Emplpyee 2.0 25 L7 23 An equals sign (=) indicates that the ranking
Activity position is tied with another economy or economies

Fig. 2. Iran’s entrepreneurship snapshot

In fact, entrepreneurship is a multi-dimensional concept. According to the GEM approach,
entrepreneurship includes three dimensions or layers: Entrepreneurial Attitudes, Behavior,
and Consequences. Each layer has some indexes. Following as GEM model, the first layer
includes some indexes such as “High Status to Successful Entrepreneurs” and
“Entrepreneurship as a Good Career Choice”. Rate of “High Status to Successful
Entrepreneurs” is the percentage of 18-64 population who agree with the statement that in
their country, successful entrepreneurs receive high status. As Fig. shows, the Index of
“High Status to Successful Entrepreneurs” in Iran has been increased from 2008(%82) to

2019(%87), especially after 2014. It means Iranian people believe that entrepreneurs have a high
status in the county.

Further, the index of “Entrepreneurship as a Good Career Choice” means people consider
starting a business as a desirable career choice. Unlike the above index, the rate of
“Entrepreneurship as a Good Career Choice” has been decreased in Iran after the 2015 year.
Alothough after 2018, both thoses index has been taken off in Iran.

This situation certainly effects on other entrepreneurial attitudes like rates of “Perceived
entrepreneurial Opportunities and Perceived entrepreneurial Capabilities. The rate: Percentage of
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Perceived Opportunities means 18-64 population (individuals involved in any stage of
entrepreneurial activity excluded) who see good opportunities to start a new business in the county.

e

Fig. 3. Index of Iran’s “High Status to Successful Entreprencurs” and “Entrepreneurship as a Good Career Choice”

According to Fig. 3 Perceived opportunities rate in Iran has an increasing trend from the
2014 year (%25) to 2019(%47), especially after the 2018 year.

Meanwhile, the rate of perceived capabilities means the percentage of the 18-64 population
(individuals involved in any stage of entrepreneurial activity excluded) who believe they
have the required skills and knowledge to start a new business

70

y Iran Perceived Capabilities

G0

50

45

Iran Percemned Opportunities
40
30

25

20
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Fig. 3. Index of Iran’s Perceived opportunities and Perceived capabilities

As fig. 3 shows, perceived capabilities have been increased from 2011(%47) to 2018(%58)
and (%69) 2019 years. In fact it seems that as in recent years, USA sanctions on Iran
increases, indexes of High Status to Successful Entrepreneurs” and “Entrepreneurship as
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a Good Career Choice” and Perceived opportunities and Perceived capabilities are
increasing in Iran.

60

40 United Arab Emirates

Iran

30 7 —  Turkey

United States

20 -....____.__.—-'-"—'_'_""'-\

o

10

-
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2007 2018 2019

Fig.4. Index of “entrepreneurial intention” at Iran, United Arab Emirates, Turkey, and USA

Another important index of entrepreneurial attitude is entrepreneurial intention.
Entrepreneurial intention is the subjective thinking and mental state of individuals before
they implement entrepreneurial behavior and become “entrepreneur”. Entrepreneurial
intentions stated by Thompson (2009) as “self-acknowledged conviction by a person that
they intend to set up a new business. Entrepreneurial intentions are the best predictor of
entrepreneurial behavior (Molaei, Zali, Mobaraki, and Yadollahi Farsi, 2014). GEM
defines the rate of Entrepreneurial Intention as a percentage of the 18-64 population
(individuals involved in any stage of entrepreneurial activity excluded) who are latent
entrepreneurs and who intend to start a business within three years.

According to Fig. 4 the rate of Entrepreneurial Intention in Iran is more than the USA
(%15)) and equal to United Arab Emirates (%30) in 2019. Anyway, compared to 2018,
with 2019, people in the three countries would like to start a new business within three
years.

The second layer of Entrepreneurship phenomena is behavior. Entrepreneurial behavior is
set off actions, which lead to lunch a new business. Therefore, entrepreneurship refers to
develop and run a new venture to gain profit by taking several risks in the corporate world.
GEM defines entrepreneurship as the process of starting and developing a new business.
The three most important entrepreneurial activities are (1) Total early-stage
Entrepreneurial Activity (TEA) Rate, (2) Established Business Ownership Rate and (3)
Entrepreneurial Employee Activity Rate.

The index of Total early-stage Entrepreneurial Activity (TEA) is the percentage of the 18-
64 population who are either a nascent entrepreneur or owner-manager of a new business.
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TEA is the prevalence rate of individuals in the working-age population who are actively
involved in business startups, either in the phase of starting a new firm (nascent
entrepreneurs), or in the phase spanning 42 months after the birth of the firm (owner-
manager of new firms). According to Fig. 5 the rate of TEA has been oscillatory in Iran
during from 2008(%9) to 2019(%10.5). However, considering the index of Iran’s
entrepreneurial intention in 2017 had increased, it is normal in next year, TEA rate is
increased in the county.

Iran Total Early-stage Entreprenaurial Activity (TEA)

Iran Established Business Ownership

2008 2009 2010 201 2012 2013 2014 2015 2016 2017 2013 2019
Fig. 5. Iran’s Total early-stage Entreprencurial Activity (TEA) and Established Business Ownership

Of course, an increase of TEA rate is observable in some countries such as the United
States and United Arab Emirates (Fig. 6). However, the important point is that the
increasing speed of TEA rate in the United States and the United Arab is more than Iran.

The second important index of entrepreneurial behavior is the Established Business
Ownership Rate. This index states percentage of 18-64 population who are currently an
owner-manager of an established business, i.e., owning and managing a running business
that has paid salaries, wages, or any other payments to the owners for more than 42 months.
As fig. 5 shows, unlike of TEA, the rate of Iran’s Established Business Ownership (EBO)
has been decreased from 2018(%12) to 2019(%10.5). This means the survival rate of
Iranian businesses is decreasing in recent years.
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18 United States
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United Arab Emirates
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Turkey
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Fig. 6. Index of “Total early-stage Entrepreneurial Activity (TEA)” at Iran, United Arab Emirates, Turkey and USA

The third index of entrepreneurial behavior is the Entrepreneurial Employee Activity Rate.
This rate includes the involvement of employees in entrepreneurial activities, such as
developing or launching new goods or services, or setting up a new business unit, a new
establishment, or subsidiary in excising businesses. According to Fig. 7, the
Entrepreneurial Employee Activity Rate in Iran has been increased than the United States.

Fig. 7. Entreprencurial Employee Activity Rate at Iran, Turkey, United States and United Arab Emirates

While these indexes are very useful, the Global Entrepreneurship Monitor (GEM) also
generates other criteria that can promote understanding of the quality of entrepreneurial
activities. Therefore, GEM’s Motivational Index calculates the ratio of necessity-driven
entrepreneurship to  improvement-driven  entrepreneurship among early-stage
entrepreneurs. This index reveals what proportion of early-stage entrepreneurs have started
their own business out of necessity (because they had no better choice for work); versus
those that started a company because they saw a business opportunity.
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Below are the Motivational Index rates for selected countries. This index means countries
with a rate lower than I(like Iran) have more necessity-driven entrepreneurs in their
society. For instance, the United Arab Emirates’ entrepreneurs, compared to Iran more
motivate by improvement-driven activities than necessity-driven activities (fig. 8).
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Fig. 8. GEM’s Motivational Index for selected countries

Many researchers and polices makers consider these indexes to determine the quality of
early-stage entrepreneurial activities. In other words, higher rates of improvement-driven
means the entrepreneurial climate and business environment in the economy is dynamic
and encouraging. Also, higher motivational index states the formal employment sector in
a county is sufficiently strong to generate jobs for those who would like not to become
entrepreneurs.

The third layer of entrepreneurship phenomena is its’ consequences. Entrepreneurship has
many results in society, such as Innovation, productivity improvement, social problem
solving, and job creation. GEM takes into account some consequences for entrepreneurial
activities such as High Job Creation Expectation and Innovation. According to GEM
approach, the rate of High Job Creation Expectation is the percentage of those involved in
TEA who expect to create 6 or more jobs in 5 years. As Fig. 9 shows, the rate of Iran’s
High Job Creation Expectation will increase along with TEA rate in the county.
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Fig. 9. Index of “Total early-stage Entreprencurial Activity (TEA)” and “High Job Creation Expectation” at Iran

Further, Innovation as an index has a twin brother: entrepreneurship. The Innovation and
entrepreneurship are inseparable and complement one another. Innovation relies on
entrepreneurship to integrate the economic landscape, and entrepreneurship feeds on
innovation by ensuring the profitability of its business ventures. To be successful,
entrepreneurs need innovation. Innovative entrepreneurship rate is the percentage of
entrepreneurs involved in TEA who indicate that their product or service is new to at least
some customers and that few/no businesses offer the same product to customers.

According to Fig. 10, although Iran’s Innovative entrepreneurship rate from 2011(%9) to
2019(%17) has been increased but its growth speed was lower than United States, Turkey,
and the United Arab Emirates.
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Fig. 10. Innovative entrepreneurship at Iran, United Arab Emirates, Turkey and USA

Moreover, gender equity is investigated in GEM research. As fig. 11 shows Iran’s
Female/Male TEA ratio is 0.5 and 0.63 respectively for 2018 and 2019 which are lower
than Global (0.71), Regional (0.75) and Income Level (0.76) Averages. Also, the ratio of
Iran’s Female/Male Opportunity-Driven TEA is 1.10. This ratio is the Percentage of those
females involved in TEA who (1) claim to be driven by opportunity as opposed to finding
no other option for work; and (ii) who indicate the main driver for being involved in this
opportunity is being independent or increasing their income, rather than just maintaining
their income, divided by the equivalent percentage for their male counterparts. Thus, in
Iran, Female Opportunity-Driven TEA are more than Male Opportunity-Driven TEA. In
other words, Iranian women have good conditions to recognize and exploit entrepreneurial
opportunities.

Entrepreneurship and entrepreneurial activities do not shape in a vacuum. In fact,
entrepreneurship is context-driven such as cultural, economic, and political context.
Therefore, in GEM model, we measure entrepreneurship indexes and rates of
entrepreneurship ecosystem or business environment.

Notwithstanding, the entrepreneurship ecosystem plays a very important role in quantity
and quality of entrepreneurial activities. Of course, it could be boldly said that there is no
utterly favorable business environment in the world. The appropriateness or desirability of
the business environment in the countries of the world is considered a relative matter. In
other words, no country in the world excels in all aspects of the business environment;
Rather, countries have different strengths and weaknesses depending on their situation in
this field.
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Fig. 11. Some of Entrepreneurial Behaviors and Attitudes for Iran( 2019, 2018), Global, Regional and Income Level
Average

To better understanding the economic situation of our country based on the criteria of the

Global Entrepreneurship Monitor, Iran’s indicators of the entrepreneurial ecosystem in

comparison with the global average of the member countries in this Consortium are given

in the following spider diagram (fig. 12).

In the GEM research program, to measure an entrepreneurial ecosystem, we consider 12
indicators: Entrepreneurial Finance, Governmental Policies: Support and Relevance,
Government Policies: Taxes and Bureaucracy, Government Entrepreneurship Programs,
Entrepreneurial Education at School Stage, Entrepreneurial Education at Post School
Stage, R&D Transfer, Commercial and Legal Infrastructure, Internal Market Dynamics,
Internal Market Burdens or Entry Regulation, Physical Infrastructure and Cultural and
Social Norms.

Blow, we have shown some figures concerning indicators of the Entrepreneurial
ecosystem. The index of entrepreneurial finance is one of the indicators of the
entrepreneurial ecosystem. In fact, entrepreneurs need financial resources. Entrepreneurial
finance is the process of making financial decisions for startups or new ventures. Startups
are different from established businesses, as are entrepreneurs really distinguish from usual
business managers. Entrepreneurial finance is the resource allocation for new ventures.
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Fig. 12. GEM countries and Iran’s entrepreneurship ecosystem indicators, 2019 year

As Fig. 12 shows, Iran’s Entrepreneurial Finance Indicator is 3.25(from 9 points
maximum). The rank of Iran in this index is 48 among 54 countries (Fig.12). According to
fig. 13 indicators of Entrepreneurial Finance for Iranian startup entrepreneurs are very
lower than the United Arab Emirates, Turkey and the USA.
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Fig.13. Entrepreneurial Finance indicator at Iran, United Arab Emirates, Turkey and USA

Another indicator of the Entrepreneurial ecosystem is entrepreneurship education.
Entrepreneurship education is defined as a whole education and training activity that try to
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develop participants' entrepreneurial intention or some factors that affect the intention, such
as knowledge, desirability, and feasibility of the entrepreneurial ideas. Entrepreneurship
education seeks to provide students with the knowledge, skills, and motivation to
encourage entrepreneurial success in various settings. According to GEM model,
entrepreneurship education is measured at two levels: Basic school and Post-school
entrepreneurial education. As Fig. 14 shows, entrepreneurial education at the level of Basic
school in Iran is more than Turkey but is lower than the United States and the United Arab
Emirates. Totally, in recent years, the Ministry of Education of Iran has implanted some
national programs of entrepreneurship training such as KASHEF plan for high school
students. The goal of KASHEF plan is the recognition of potential entrepreneurs among
students and educating entrepreneurship to them.
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Fig. 14. Basic school entrepreneurial education at Iran, United Arab Emirates, Turkey and USA

Also, entrepreneurial Education at Post School Stage states the extent to which training in
creating or managing SME:s is incorporated within the education and training system in
higher education such as vocational, college, business schools. As fig. 15 shows,
entrepreneurship education and training at Post school in Iran have been increased from
2008 to the 2012 year and from 2016 to the 2019 year. The first important point is that
from 2008 to 2012, the Labour and Social Security Institute (LSSI) implemented packages
of 52 hours of entrepreneurship training throughout Iran. Further, in the 2007 year, the
faculty of entrepreneurship at the University of Tehran was lunched by supporting the
Ministry of Cooperatives, Labor and Social Welfare.
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Fig. 15 Post-school entrepreneurial education at Iran, United Arab Emirates, Turkey, and USA

Nowadays, many Iranian universities are offering some entrepreneurship programs or
courses for their students. Therefore, as Fig. 15 reveals, entrepreneurial education and
training at Post school have been increased from the 2017 year in Iran. Still, this trend is
lower than the United Arab Emirates, USA, and Turkey.

However, Iran’s entrepreneurial ecosystem is not so robust. In this ecosystem, physical
infrastructure, internal market burdens, and entry regulations, entrepreneurial financing is
very weak. Notwithstanding entrepreneurship education at the Basic school and the post-
school stage are increasing in recent years

As it is known, infrastructure development is one of the important requirements of
economic growth. Thus, direct investment by the government with the cooperation and
participation of the private sector to develop and strengthen physical infrastructure can
facilitate production and export activities, encouraged entrepreneurship, and promoted
competitiveness at the national level.
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Fig. 16. GEM global, regional, income level average and Iran’s entrepreneurship ecosystem indicators

According to fig. 16, nowadays, Iran’s entrepreneurial ecosystem is not in good condition
in 2018 and 2019. In one hand, the brutal imposition of US sanctions on Iran, especially
over the transfer of currency to the country has led to price instability and rising inflation
and in another hand the inappropriate organizations bureaucracy, has caused many
entrepreneurs and entrepreneurial leaders encounter with short of liquidity and severe
crisis. In this way, some approaches have been taken to solve this problem, such as the
formation of the Money and Capital Markets Commission in the Chamber of Commerce
and the formation of the Iran Chamber. Although, due to the rich national culture and high
potential of the young people, we still see the occurrence and implementation of
entrepreneurial activities and attitudes in our country; but it seems that the most important
problem of private sector and small and medium-sized enterprises in next years will be
accessing financial resources.

In this situation, the need for Governmental programs for supporting entrepreneurship. The
indicator of Government Entrepreneurship Programs is the presence and quality of
programs directly assisting SMEs at all levels of national, regional, municipal. Although,
according to fig 17, Iran’s Government Entrepreneurship Programs have been increased
intensively from the 2017 year, notwithstanding this indicator is very lower than United
Arab Emirates, USA, and Turkey.
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Fig. 17. Government Entrepreneurship Programs at at Iran, United Arab Emirates, Turkey and USA

However, the approach that the country needs now is to strengthen the entrepreneurial
ecosystem and to create interaction and synergy between the elements of this ecosystem.
We are proud that our country is the tenth country among the 50 countries of the
Consortium whose people have high entrepreneurial intentions and have an excellent
reputation for understanding entrepreneurial capabilities. This means that even in the worst
of circumstances, an Iranian will seek to start a business to succeed in the future. Based on
the information obtained from the Entrepreneurship Motivation Index, this can be
interpreted that Iranians are optimistic about the future and carry out their entrepreneurial
activities with the motivation of wealth creation and achieving higher income.

Findings from the report of the Global Entrepreneurship Monitor show that the rate of
early-stage entrepreneurship in Iran is 10.7%, which reached 26" rank in this index. The
established entrepreneurship rate in Iran is equal to 10.2% and is ranked 16th in this index.
The employee entrepreneurial activity rate is 2%, which ranks 25th in this index. As shown
in the following Fig 18, the total percentage of entrepreneurial activities in Iran is 23%,
while there is a 7% voluntary exit from the business. Therefore, the total entrepreneurial
activities in Iran will be equal to 16%. In other words, about 16% of the country's adult
population is involved in various entrepreneurial activities.
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Fig. 18. The entrepreneurial process at GEM model and approach

In the world, as well as in Iran, women make up half of the population. The percentage of

Iranian women entrepreneurs is equal to 8.23%, which has made Iran ranked 29th among
other countries.

All in all, it 1s about 20 years, Global Entrepreneurship Monitor is providing international

scientific indicators for the membered countries of this Consortium.

According to the results of the twelfth Iran’s Global Entrepreneurship Monitor program,

we present the following policies and practical proposals for entrepreneurship development
in Iran:

l.

NSk WL

Developing policies of innovative and knowledge-based entrepreneurship in the
country

Developing programs to support Iranian startup businesses

Strengthening the Innovative System, which is called "Innovative Plan.”
Developing support programs for internationalizing Iranian startups

Developing Startup Studio centers

Developing organizational entrepreneurship through corporate acceleration centers.
Designing and implementing of specialized entrepreneurship courses called “Minor
in Entrepreneurship” for all students at universities.

Designing and approving interdisciplinary courses with an entrepreneurial
approach.

Implementing a plan for corporate entrepreneurship development in Iranian
established businesses.
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10. Declaring the third generation university’s mission as an entrepreneurial university
to all universities of the country.

11.Establishing a fund for the development of innovation, technology and
entrepreneurship in higher education and allocating a special budget to the
university.
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