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1. Introduction

Foreign direct investment is one of the important sources of financing at the
international level. In addition to compensating for the lack of capital and closing
the investment savings gap, the entry of foreign direct investment causes the transfer
of technology, the entry of expert human capital, new management techniques, and
technical knowledge. Therefore, to achieve continuous and stable economic growth
and development, it is necessary. Therefore, each country tries to identify ways of
attracting foreign direct investment and solve its obstacles and problems according
to its economic, social, cultural, and political situation.

Today, most countries, facing a lack of financial resources and long-term financing,
use foreign capital as the main tool to achieve rapid economic growth. With this
interpretation, the attraction of foreign investment can affect smoothing domestic
investments and expanding and strengthening capacities and productive forces. On
the other hand, investors are more concerned about political instability, inflexible
laws, and development indicators among the countries they intend to invest in. The
condition of Iran's economy is such that, in addition to directing liquidity towards
non-productive activities, it does not have enough domestic capital for economic
mobility and prosperity, and to compensate for this deficiency, attracting foreign
investment seems to be one of the useful and effective ways.

The sanctions imposed by Western countries after the Islamic Revolution in 1979,
on the one hand, and the economic conditions of the country, on the other hand,
have affected Iran's position, causing many changes in terms of the foreign capital
attraction index, both at the global level and at the regional level. According to the
global report of the United Nations Development and Trade, foreign direct
investment in Iran has been much less than the existing capacities and potential
facilities over the past many years. Due to the importance of the subject of the
present research, it seeks to analyze and investigate the extent and manner of the
economic sanctions against Iran on the attraction of foreign direct investment in the
post-Islamic Revolution era and with a fuzzy approach.

2. Research method and data

Exploring empirical studies shows that the factors affecting the attraction of foreign
direct investment are divided into two general categories: 1- Factors affecting the
profitability of investment, such as GDP (or economic growth), inflation rate,
exchange rate, interest rate, degree of openness of the economy, tax rates, etc. 2-
Factors affecting capital security. Placement is like the quality of governance. Some
of these factors have profound effect and have roots in the country's culture or
political structure. Others affect the economic approach of governments, cross-
border factors such as international tensions, sanctions, and the performance of
economic agents.

In this research, it has tried to measure the impact of a set of the above factors on the
attraction of foreign direct investment in Iran, using the fuzzy logic method, which
has a great ability to measure invisible, non-transparent, and ambiguous variables.
The present study focuses on factors such as intermittent foreign direct investment,
gross domestic product, governance quality index, the effective tax rate on corporate
profits, degree of economic openness, inflation rate, exchange rate, budget deficit,
and domestic interest rate with an emphasis on the effect of economic sanctions.
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3. Analysis and discussion

The research findings revealed that severe and moderate economic sanctions,
characterized by high and robust fuzzy coefficients, exerted a significantly negative
impact on foreign direct investment in Iran. Furthermore, factors such as budget
deficit, inflation, weak economic sanctions, exchange rate, and the effective tax rate
on company profits demonstrated the most pronounced negative effects on the
attraction of foreign direct investment in Iran, particularly following severe
economic sanctions. The fuzzy coefficients assigned to variables like gross domestic
product, degree of economic openness, domestic interest rate, and the initial
interruption of foreign direct investment indicated a positive influence on foreign
direct investment in Iran.

In the case of the severe sanctions variable (SSAN), the obtained coefficient
unambiguously confirms the potent and negative effect of severe economic
sanctions on the attraction of foreign direct investments in Iran. The absence of
ambiguity in the coefficient is attributed to si (the width of the coefficient) being
exactly equal to zero. Severe sanctions not only contribute to a bleak economic
outlook but also create formidable barriers and high walls for capital movement,
acting as significant deterrents for investors seeking enhanced profitability and a
secure and accessible environment. Additionally, the presence of international
sanctions has heightened the risk associated with the country's foreign trade.

4. Conclusion

Based on the findings of the current research, it recommende that government
officials and the diplomatic system of the country take proactive measures to
eliminate or diminish economic sanctions. Efforts should direct towards reducing
tensions in international relations and preventing the formation of a global
consensus against Iran. Additionally, economic agents advise to formulate and
implement effective policies to manage inflation (including monetary base
components) and stabilize the currency market. These measures not only signify
Iran's economic stability but also contribute to the reduction of investment risks,
fostering a more favorable environment for potential investors.
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