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Introduction
Startups, as key drivers of a knowledge-based economy and sources of employment and
innovation, have witnessed remarkable growth in Iran in recent years. However, these
emerging enterprises face numerous legal challenges throughout their formation,
development, and expansion stages. If not properly addressed, such challenges can seriously
undermine their sustainability and success. These issues begin with the selection of an
appropriate legal structure and extend to areas such as investment attraction, intellectual
property management, contract drafting, and compliance with privacy and data protection
regulations. This article aims to comprehensively examine these challenges and propose
practical solutions to mitigate the legal risks faced by startups in Iran.
Objectives:
The purpose of this research is to identify and analyze the most significant legal challenges
confronting startups in Iran from establishment to growth and development. Specifically, the
study aims to:

o Examine issues related to selecting an appropriate legal structure and company

registration;

o Analyze intellectual property concerns and strategies for protecting intangible assets;

« Identify legal complexities in drafting essential contracts;

o Study the legal aspects of the investment attraction process;

e Review existing legal requirements regarding privacy and data protection; and

« Propose preventive measures and effective dispute resolution mechanisms.

Method

This research adopts an analytical-descriptive approach, drawing on library resources, current
Iranian laws and regulations, and the practical experiences of participants in the startup
ecosystem. Data were collected through the study of relevant laws such as the Commercial
Code, the Patent Registration Law, and the Computer Crimes Law, as well as reliable Persian
and English sources. The analysis is based on legal reasoning and comparative examination of
case studies within the existing legal framework.
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Findings
The findings indicate that Iranian startups encounter legal challenges in five major areas:

1. Legal Structure and Company Registration:
A lack of awareness among founders regarding the distinctions between private joint-stock
companies and limited liability companies often results in the selection of an unsuitable
structure. This, in turn, creates problems in management, investment attraction, and share
transfer. Furthermore, poorly drafted articles of association and partnership deeds frequently
lead to internal disputes.

2. Ntellectual Property:
Many startups neglect the registration of patents, industrial designs, and trademarks, as well
as the protection of trade secrets. Such negligence can result in the loss of competitive
advantage and increase the risk of intellectual property theft.

3. Contract Drafting:
Founders’ agreements, employment contracts, and non-disclosure or non-compete agreements
are vital documents that, if inadequately prepared, may lead to costly disputes. Additionally,
electronic contracts with users must comply with e-commerce and computer crime
regulations.

4. Investment Attraction:
The investment process involves challenges such as fair valuation, drafting investment
agreements, anti-dilution clauses, and defining exit rights. A lack of legal knowledge in these
areas may result in founders losing control of their companies.

5. Privacy and Data Protection:
Due to the absence of a comprehensive data protection law in Iran, startups must adhere to a
patchwork of existing regulations. Violations may lead to substantial fines and reputational
damage.

6. Dispute Resolution:
Alternative dispute resolution methods, such as arbitration and mediation, are often more
suitable for startups than court proceedings, given their efficiency, flexibility, and
confidentiality.

Conclusion

The study concludes that the legal challenges facing startups in Iran are complex and
multifaceted. To minimize these risks, founders should seek specialized legal counsel from
the earliest stages and ensure careful drafting of all legal documents. Furthermore, the
formulation of comprehensive and supportive startup-specific legislation and the
establishment of specialized arbitration mechanisms could significantly strengthen Iran’s
startup ecosystem. Ultimately, enhancing legal literacy among entrepreneurs and investors
will be crucial for ensuring the long-term success and sustainability of startups in Iran.

English Keywords: Startup, Startup Rights, Intellectual Property, Capital Raising, Privacy,
Iranian Laws.
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