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This applied research aims to identify the key barriers to investment in the diverse
capacities of rural areas in Marivan County and to contribute to the diversification of the
local economy through capital attraction. Conducted in 2024 using a descriptive-analytical
approach, the study collected data through documentary methods in the theoretical section
and survey methods—including semi-structured interviews and questionnaires—in the
empirical section. Initially, qualitative interviews were conducted to explore the challenges
hindering investment and the establishment of small-scale businesses in the region. The
identified barriers were then quantified and validated through a questionnaire distributed
among 100 purposively selected individuals, including local experts, specialists,
government officials, and small business owners in the rural areas of Marivan. Data
analysis was carried out using factor analysis, spatial statistical tools, path analysis, and
grounded theory techniques. The findings revealed three primary barriers: weaknesses in
15.8; variance
explained = 28.8%); inadequate legal frameworks, lack of supportive mechanisms, and
limited financial capital (eigenvalue = 14.3; variance explained = 26%); and deficiencies in

social and human capital (eigenvalue = 8.6; variance explained = 15.6%). Among these,

policy-making, planning, and security management (factor loading =

poor policy-making, planning, and security management had the greatest impact on the
effectiveness of investment initiatives. Furthermore, the rural districts of Sarshiv, Kowasi,
and Golchidar were identified as areas with the highest investment risk. Based on these
results, the political recommendation is that national and regional policymakers should
prioritize enhancing security management, revising rural development strategies, and
reforming supportive legal frameworks to create a more favorable environment for
investment and small-scale enterprise development. This approach can play a crucial role
strengthening investor confidence, and ultimately
contributing to the economic diversification of rural areas in Marivan County.

in reducing investment risks,
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Introduction

Micro and small enterprises play a pivotal role in the global economy, acting as key drivers of economic growth,
employment, and innovation. According to the International Labour Organization, these enterprises account for
approximately 70% of employment and over 50% of the world’s GDP. In Iran, more than 90% of economic units
are classified as micro and small businesses, making substantial contributions to employment and national
production. In rural areas, such enterprises are essential to sustaining community vitality and ensuring
livelihoods. Despite their importance, the development of rural micro-enterprises faces major challenges,
particularly the lack of capital and difficulty in attracting investment. Structural, institutional, managerial, and
cultural obstacles have hindered investment flows, while inefficiencies in public governance have further
discouraged potential investors. In Iran’s border regions, these issues are more acute, manifesting in high
unemployment, poverty, and rural out-migration.

Kurdistan Province, and specifically the border county of Marivan, typifies this situation. Although the area
possesses considerable potential in agriculture, tourism, and small industries, it continues to suffer from
economic hardship and unemployment. Proximity to the Kurdistan Region of lIraq presents a strategic
opportunity for regional development, yet weak policy-making and ineffective management have left this
potential largely untapped.

This study aims to identify the key barriers to attracting investment in rural micro-enterprises in Marivan
County and to explore spatial differences in the feasibility of investment success across the county’s rural
districts.

Materials and Methods

This applied, descriptive-analytical study employed a mixed-methods approach. Data were collected through
both documentary review and fieldwork. In the qualitative phase, semi-structured interviews were conducted and
analyzed using grounded theory. Participants included local officials, business owners, academics, and informed
locals selected via purposive and snowball sampling. A total of 18 interviews were conducted until theoretical
saturation was achieved. Findings were then validated quantitatively using a Likert-scale questionnaire
distributed to 100 respondents.

Content validity was ensured through expert review, and reliability was confirmed via a pilot test
(Cronbach’s alpha = 0.78). Quantitative data were analyzed using exploratory factor analysis, path analysis, and
spatial statistical tools. The study area includes Marivan County in western Kurdistan Province, bordering Irag.

Results

Exploratory factor analysis identified 56 indicators grouped into three main factors, explaining 70.6% of total
variance.

» The first factor, “Weak Policy-Making, Planning, and Security Management,” was the most significant
barrier (Eigenvalue = 15.8). It encompasses ineffective border governance, security-related restrictions,
and threat-based policies, all of which have created psychological insecurity among investors and
restricted capital inflow.

» The second factor, “Weak Legal Support and Lack of Financial Capital,” (Eigenvalue = 14.3) includes
fragmented legal frameworks, lack of inter-agency coordination, absence of local microfinance
mechanisms, and overall financial scarcity. Economic instability and the closure of cross-border markets
have exacerbated these challenges.

» The third factor, “Weak Social and Human Capital,” (Eigenvalue = 8.6) refers to issues such as
dependence on government, low entrepreneurial skills, weak cooperatives, and the prevalence of
brokerage cultures. These hinder local participation, reduce investor confidence, and limit sustainable
development.

Path analysis revealed that the first factor has the strongest total effect (B = 0.492), both directly and
indirectly intensifying the other barriers. Moreover, financial and legal weaknesses directly impact social and
human capital, underscoring the systemic nature of investment obstacles.

Spatial analysis confirmed significant geographic disparities. Rural districts closer to the county center and
national borders—benefiting from better infrastructure and government services—had higher investment success
rates. In contrast, more remote districts with poor access and high out-migration exhibited greater investment
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risks and lower outcomes. Proximity to the Iraq border and urban centers emerged as key determinants of
investment attractiveness.

Conclusion

This research identified the most critical barriers to attracting investment in rural micro-enterprises in Marivan
County. It revealed that the local business environment suffers from poor governance, ineffective planning,
inadequate security management, insufficient legal and financial support, and fragile social and human capital.

Despite the region's potential economic capacities-especially in terms of trade relations with the Kurdistan
Region of Irag-the lack of opportunity-oriented planning and management has hindered the optimal utilization of
these opportunities. Weak policy-making and security governance have had the greatest impact on the success or
failure of investments, while also indirectly intensifying other existing obstacles. Undoubtedly, inadequate
supportive regulations and a shortage of financial capital have weakened human and social capital, leading to
rural communities” dependency on governmental actions. When such governmental interventions are ineffective,
they result in further challenges in social and skill-based domains.

The findings also indicate that rural districts located near the border and county center, due to better access to
government services and infrastructure, have been more successful in attracting investment, whereas remote
districts face greater difficulties. This highlights the importance of decentralization, infrastructure enhancement,
and improved service delivery in peripheral areas. Therefore, in order to improve the rural business environment
and attract effective investment, significant reforms in policy-making and planning, improved security
management, stronger legal and institutional support, and the development of human and social capital—as well
as optimal utilization of border capacities—are essential. Special attention to spatial disparities and
decentralization of services are also key measures for successful investment and economic diversification in the
region.

Keywords: Micro-enterprises, Capital Attraction and Investment, Rural Economy and Kurdistan Province, Rural
areas, Marivan County.
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