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Abstract

The present study aims to identify and analyze the main obstacles affecting the development of the business environment in
selected less developed provinces of Iran. This study adopts a qualitative approach using content analysis. Data were
collected through semi-structured interviews with 19 experts, including university professors, entrepreneurs, economic
actors, and specialists in economic development. Inclusion criteria required relevant academic qualifications, at least five
years of professional experience, and practical familiarity with business environments in less developed provinces. Data
analysis was conducted through open, axial, and selective coding to extract key concepts and organize them into coherent
categories. Theoretical saturation was achieved after the seventeenth interview, although data collection continued until the
nineteenth interview for validation. The findings indicate that obstacles to business environment development in less
developed provinces can be categorized into five main dimensions: economic barriers (such as high unemployment, weak
investment attraction, and limited financial access), infrastructural barriers (including deficiencies in transportation, energy,
and digital infrastructure), socio-cultural barriers (such as skilled labor migration, low entrepreneurial culture, and limited
human capital), environmental and climatic barriers (including harsh geography and dispersed populations), and legal-
managerial barriers (such as complex bureaucracy, centralization, and lack of integrated policies). These barriers interact
systematically and constrain economic dynamism and competitiveness. The study concludes that improving the business
environment in less developed provinces requires a comprehensive and integrated strategy addressing structural,
institutional, and human capital challenges simultaneously. Policy interventions focusing on infrastructure development,
regulatory reform, decentralization, and investment facilitation are essential to achieve sustainable regional growth, reduce
disparities, and enhance employment opportunities.

Keywords: Business environment development, less developed provinces, content analysis, development barriers,
entrepreneurship
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Extended Abstract

Introduction
The development of a dynamic business environment is widely recognized as a fundamental driver of
economic growth, regional development, and social welfare. In the contemporary global economy,
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characterized by rapid technological advancements and increasing interconnectedness, the business
environment has evolved into a complex system influenced by institutional, economic, technological, and
socio-cultural factors. In particular, less developed regions face persistent structural constraints that hinder
their ability to create competitive and resilient economic systems. These constraints include limited access to
financial resources, weak infrastructure, and institutional inefficiencies, which collectively restrict
entrepreneurial activities and investment flows (Cai, 2024; Tsai, 2024). Moreover, the emergence of digital
transformation and artificial intelligence has introduced both opportunities and challenges for business
development, particularly in regions that lack the necessary technological readiness and human capital
capabilities (Menzies, 2024; Yousefi et al., 2025).

In less developed provinces, the gap in technological infrastructure and digital competencies exacerbates
existing inequalities, limiting the capacity of firms to adopt innovative business models and participate in the
digital economy (Asgharnia et al., 2024; Bao et al., 2024). Additionally, institutional and regulatory
challenges, such as bureaucratic complexity, lack of transparency, and inconsistent policy implementation,
further discourage investment and entrepreneurial initiatives (Khorshidi, 2024; Maleki & Bagheri, 2024).
These issues are compounded by socio-cultural barriers, including low levels of entrepreneurial culture, risk
aversion, and the migration of skilled labor to more developed areas, which weaken the local economic base
(Anderssonetal., 2024; Cera et al., 2024). Environmental and geographical constraints also play a significant
role, as harsh climatic conditions and dispersed populations increase operational costs and reduce market
accessibility (Nesterova, 2024).

Furthermore, recent studies emphasize the importance of strategic management, innovation, and knowledge-
based approaches in overcoming business environment challenges. The integration of advanced technologies,
digital platforms, and knowledge management systems has the potential to enhance productivity and
competitiveness, yet their adoption remains uneven across regions (Jafari & Mousavi, 2024; Lyndyuk et al.,
2024). The complexity of these challenges highlights the need for a comprehensive understanding of the
barriers that impede business environment development in less developed provinces. Therefore, this study aims
to identify and analyze the obstacles to business environment development in selected less developed
provinces, providing a holistic perspective on the structural and contextual factors influencing economic
performance.

Methods and Materials

This study employs a qualitative research design based on content analysis to explore the obstacles to business
environment development in selected less developed provinces. Data were collected through semi-structured
interviews with 19 experts, including university professors in economics and entrepreneurship management,
business practitioners, entrepreneurs, and specialists in regional economic development. The selection criteria
for participants included relevant academic qualifications, at least five years of professional experience, and
familiarity with the business environment in less developed regions.

The interviews were conducted both face-to-face and via telephone, allowing flexibility in responses while
ensuring consistency in the topics covered. Data collection continued until theoretical saturation was achieved,
which occurred after the seventeenth interview; however, two additional interviews were conducted to confirm
data consistency. The recorded interviews were transcribed verbatim and analyzed using a systematic coding
process.

The analysis involved three stages: open coding, axial coding, and selective coding. In the open coding phase,
key concepts and themes were extracted from the interview data through line-by-line analysis. These initial
codes were then grouped into categories during the axial coding phase, identifying relationships among
concepts. Finally, selective coding was used to integrate these categories into broader themes representing the
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main obstacles to business environment development. This methodological approach enabled the identification
of both explicit and implicit factors affecting the business environment in the studied regions.

Findings

The findings of the study reveal that the obstacles to business environment development in the selected less
developed provinces can be categorized into five major dimensions: economic, infrastructural, socio-cultural,
environmental-climatic, and legal-managerial barriers.

Economic barriers include high unemployment rates, weak investment attraction, and limited access to
financial and credit resources. Participants emphasized that high interest rates, insufficient financial
institutions, and lengthy loan approval processes significantly hinder business formation and expansion.
Additionally, the lack of effective financial support policies and investment incentives reduces the motivation
of entrepreneurs and investors.

Infrastructural barriers encompass deficiencies in transportation systems, limited access to energy and digital
infrastructure, and inadequate industrial and service facilities. Poor road conditions, weak railway networks,
and the absence of export terminals increase logistical costs and restrict market access. Frequent power
outages, insufficient gas supply, and high internet costs further disrupt business operations. Moreover, the lack
of industrial clusters and technical service centers limits the growth of production-oriented enterprises.
Socio-cultural barriers include high rates of skilled labor migration, shortages of qualified human resources,
and weak entrepreneurial culture. The findings indicate that limited vocational training opportunities, weak
university-industry linkages, and low levels of innovation reduce the competitiveness of local businesses.
Cultural resistance to entrepreneurship, low risk tolerance, and distrust in governmental institutions also
contribute to the underdevelopment of the business environment.

Environmental and climatic barriers consist of harsh geographical conditions, dispersed population patterns,
and environmental degradation. Difficult terrain, drought, and climate variability increase operational
challenges and transportation costs. Population dispersion complicates service delivery and reduces the
attractiveness of the regions for investment. Environmental issues such as soil erosion, deforestation, and
pollution further constrain sustainable economic activities.

Legal and managerial barriers include complex bureaucracy, lack of integrated development policies, and
centralized decision-making structures. Lengthy administrative procedures, overlapping regulations, and lack
of transparency create significant obstacles for business operations. The absence of coordinated policy
frameworks and limited local authority hinder effective implementation of development strategies and reduce
responsiveness to regional needs.

Discussion and Conclusion

The findings of this study demonstrate that the development of the business environment in less developed
provinces is influenced by a multidimensional and interconnected set of barriers. Economic constraints,
particularly limited access to financial resources and weak investment mechanisms, play a critical role in
restricting entrepreneurial activities and economic growth. These challenges are further exacerbated by
infrastructural deficiencies, which increase operational costs and reduce market accessibility, thereby limiting
the competitiveness of local businesses.

The interaction between socio-cultural and economic factors is particularly noteworthy. The migration of
skilled labor and the lack of entrepreneurial culture weaken the human capital base, which is essential for
innovation and business development. At the same time, environmental and climatic conditions impose
additional constraints, making it more difficult for businesses to operate efficiently and sustainably. These
findings highlight the importance of adopting a holistic approach that considers both structural and contextual
factors in addressing business environment challenges.
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Legal and managerial barriers, such as bureaucratic complexity and centralized decision-making, further
complicate the situation by reducing the efficiency of policy implementation and discouraging private sector
participation. The lack of coordination among institutions and the absence of region-specific development
strategies limit the effectiveness of interventions aimed at improving the business environment.

Overall, the study underscores the need for comprehensive and integrated policy measures that simultaneously
address economic, infrastructural, socio-cultural, environmental, and institutional challenges. Enhancing
access to financial resources, investing in infrastructure, promoting entrepreneurial culture, and decentralizing
decision-making processes are essential steps toward creating a more conducive business environment. By
addressing these interconnected barriers, policymakers can foster sustainable economic growth, reduce
regional disparities, and improve the overall resilience of less developed provinces.
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