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Abstract  
This paper sets priorities regarding Iran’s petrochemical industries’ competitiveness 

emphasising Porter‘s theory. It provides an insight into the socio-economic aspects of growth in 
different fields of the country’s framework. The changing constraints on Iranian productivity and 
prosperity over a time are assessed in order to provide more informed policy debate on how to manage 
the transition to different stages of competitiveness. Iran’s most significant weaknesses according to 
the GCR are in physical infrastructure, human capital (HC), also in not having access to efficient 
technology. Indeed, the main driver of growth related to some cross-country research is capital 
formation, whereas others argue that it is total factor productivity (TFP). Foreign direct investment 
(FDI) is expected to facilitate HC upgrading and technology transfer to improve productivity, partly 
resulting into human happiness and welfare.  

The central motivation for this study is the economic growth drivers in contemporary Iran. The reason behind 
focussing on petrochemical industry is that the allocation of oil resources to promote growth has traditionally been 
the cornerstone of development plans in Iran. In addition, political structure shapes economic policies and in turn 
economic outcomes affect the capability of political economy actors. The types of resources gain attention only at 
the time that they play a crucial role in political studies (Pesaran ٢٠٠٧). Iranian petrochemical ability to reach its 
objectives depends on the country’s capabilities for improving its TFP by upgrading HC, which could be a 
consequence of technology transfer (Narula and Marin ٢٠٠٣), not forgetting the effects of FDI on the level of HC, 
domestic investment, infrastructure, macroeconomic stability, institutions, and trade policies (Lipsey ٢٠٠٢); with 
repercussions on private businesses, trade associations, professional organisations, universities, research institutions, 
and the many concerns that have various impacts on the business environment.  

١-Iranian  petrochemical  investment  development  path 
The specific characteristics of direct, rather than portfolio investment, are focused on three issues: Ownership, 

Location, Investment (John Dunning’s OLI paradigm), these three issues used as the common analytical tool for the 
determinants of DFI. There are also four main motives for investment:  natural resources; new markets; restructure of 
existing foreign production through rationalization; strategically related and created assets, (Narula and Dunning 
٢٠٠٠). Efficiency-seeking and strategic asset-seeking FDI, both normally require a certain level of created assets in 
the host country; and tend to be fostered by the process of globalization. Any way, the use of FDI as a means to 
transfer technology is efficient only as long as sufficient absorptive capability of the technologies exists locally 
(Borensztein et al., ١٩٩٨).  

٢-National Competitiveness Determinations 
Porter’s diamond’s focus on Location and National attractiveness approach, Porter (١٩٩٠), is a mighty helpful 

analytical tool in understanding petrochemical industry competitiveness for FDI in a global perspective. Stating that 
“the only meaningful concept of competitiveness at the national level is productivity” (Porter ١٩٩٨, p. ١٦٠). He 
mentions ٤ stages, from competitive advantage to economic development: factor driven, investment-driven, 
innovation-driven, and wealth-driven. These affects and are affected by, firm’s behavior and is closely linked to 
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country attractiveness as a location for international business.   Determinants of National Competitive Advantage; 
Porter’s Diamond, (Porter ١٩٩٠): 

 

١-٢-A generalized diamond model and cluster dimensions 
At a micro level, in terms of Multi-National Enterprices (MNE) activity and absorptive capacities are more 

sufficiently captured at the cluster level. Dunning (١٩٩٣a, p.٨) claims that “globalization of economic activity” is 
insufficient in Porter’s theory. Accordingly, clusters constitute one element of the diamond rather than the usual 
national dimension, Gugler& Brunner (٢٠٠٧).  According to Porter (١٩٩٨), clustering enhances the absorptive 
capacity of the host nations for ٣ main reasons: a pool of specialized employees; the rapid access to and diffusion of 
information, firms can be more innovative and can rapidly perceive and seize new opportunities. However, there are 
no comprehensive approaches that include all relevant OLE aspects in a global framework. The following diagram 
demonstrates the links between mentioned elements (Philippe Gugler and Serge Brunner, ٢٠٠٧) : 

 

 
Indeed the existence and success of a cluster depends on the different facets of the diamond. According to 

Denham and Porter (١٩٩٥), national economies tend to specialize in particular clusters, as shown by the Iran' 
petrochemical industry contributing between ٨٠ and ٩٠ percent of Iran’s total export revenues, and around ٥٠ percent 
of the government revenue (Business Monitor ٢٠٠٨).  

٢-٢-ExternalEnvironment: P.E.S.T.L(Political Economic Social Technology Legal) Analysis  
FDI attractiveness for MNC is related to tensions and socio-environmental issues in the world and the specific 

country’s economic and political stability. The development path of a country is strongly dependent on the resources, 
institutions, economic structure, political ideologies, socio-cultural foundations. In order to get a general scenario of 
the environment that the government is facing, PESTEL analysis is made used of (Scholes & Johnson ٢٠٠١).  

Capacity to Attract FDI     Absorptive Capacity 

Multi-National Activity: 

OL

Global configuration 
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   Factor Endowments Demand Conditions 
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٣-FDI and economic growth  
There are many flexible perspectives that could help organization and thinking about economic development at 

numerous levels. The sharp performance differs across different countries within the same regions. Even though, 
they all seem to have same national level policies (Gugler and Brunner ٢٠٠٧). This applies to present Iran that is 
anxious to learn from the approaches of other experienced MENA countries such as Saudi Arabia, UAE, Kuwait  etc.    

Industrial policies that target selected industries for growth could accelerate the progress of countries through 
IDP and attract specialized HC (Hoesel ١٩٩٩). Although inflow of FDI is not the only available option to developing 
countries, it may represent the most efficient option. However, in order to support an attractive and a viable domestic 
sector that maybe expected to grow faster and follow open-trade policies.  

According to the Economist (٢٠٠٨), “Iran is expected to strengthen its oil and gas output over the outlook 
period, which has led us to revise its GDP forecast. Real GDP growth is now expected to reach ٥,٢٪ in ٢٠٠٨/٠٩ 
(March ٢١st-March ٢٠th) and ٤,٩٪ in ٢٠٠٩/١٠”. The quality of the business environment significantly influences the 
sophistication of how companies compete in a location (Porter ١٩٩٧).  

٤-Modern management practices and contracting problems 
Contracting problems include asymmetric information, moral hazard, the difficulties and cost of writing 

complete contracts owing to complexities in foreseeing and specifying possible contingencies in dynamic human 
transactions. It is the incompleteness of contracts that has greatly influenced MENA’s growth; where the more 
serious the contracting problems, the lower the growth rate is likely to be.  
I) Resources: the types of resources gain attention when they play a crucial role in politico-economic studies, 
especially in oil MENA countries (Pesaran ٢٠٠٧). Iran’s considerable hydrocarbon resources along with her geo-
strategic situation could stabilize and strengthen its economy. In the new micro-economics, resource allocation 
increases productivity and competitiveness (Bowman and Halfat, ٢٠٠١; McGahan and Porter, ١٩٩٧; Rumelt, ١٩٩١).  

Technology transfer and upgrading HC: “The specific impact of MNEs activities on national 
competitiveness is a refreshing access to technologies and skills for host countries that do not yet possess, the new 
know how, stimulating competition, transfer production techniques, and management skills” (Blomstrom and Kokko 
١٩٩٨, pp. ٢٤٨-٢٤٧&p. ٢٥٦). Focusing on the resource productivity-driven regulatory context, it is necessary that 
industry and its people work together to push the industry onwards and upwards. Chairman and CEO of Exxon 
Mobil, Society of Chemical Industry (٢٠٠٥) outlines that this organization is in the process of increasing diversity — 
in terms of race, gender and nationality — in the technical fields and providing and integrating technical and 
vocational training centers such as, Special oil, Gas & Petrochemical institute,  Research centre, applied university 
faculty, and Library & Documents center. Developing technology is crucial in implementing global strategy, also HC 
an improving workers skills is a key in implementing superior technology in host country (Narula and Marin ٢٠٠٣).   

II) Politics: Logically, political conditions improvements positively affect economy’s resources allocation and the 
institutional mechanisms to achieve good performance (Salehi-Esfahani٢٠٠٧). Political structure shapes economic 
policies and in turn economic outcomes affect the contracting capability of the political economy actors. 

III) Institutions: the “Right institutions” are crucial for economic progress and should be understood as “the 
basic rules of the game” (Eggertsson ٢٠٠٥; North ١٩٩٠). In fact, economic growth involves the co-evolution of 
physical and social technologies, and the institutions needed for their effective operation and advancement (Richard 
R. Nelson ٢٠٠٧). It is necessary to assess how a country’s institutions came about and to what extent salutary 
institutional reforms could be implemented.  
Governance Institutions: various institutional aspects affect representation, commitment, and coordination in 
the interactions of different groups throughout the government to make the analysis manageable. The multifaceted 
interactions of resources, politics, and institutions imply that the key factors constraining economic growth may vary 
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according to place and time (Pesaran ٢٠٠٧). However, like democratization, its success is dependent on a set of 
complementary institutions that ensure co-ordination at the macro level. Institutions for collaboration are essential 
factors in increasing the effectiveness of clusters and provide a platform for collective action in Iran’s case. The 
governance institutions are in the process of rapid reform and need to mount a new and comprehensive statistical 
effort on clusters at the national and regional level.  

٥-Case Analysis 
١-٥-Investment in the Iranian petrochemical industry  

NPC is investing over US$٢٥bn in the petrochemical sector in ٢٠١٠/١١-٢٠٠٦/٠٧. The NPC has outlined plans to 
invest US$١٢,٣bn in ٢٧ petrochemical projects as part of the fifth five-year socioeconomic development plan (٢٠١٠-
١٥). The petrochemical product export approached ٥,٦ billion in December ٢٠٠٧ and the total sale value internally 
and exported is approached $٨,٣ billion in ٢٠٠٧. Also the sale value of ١٠٠m tons of aggregated products, after ١٠ 
years is estimated to be of $٢٠ billion (see also table ١, figure ٣ and figure ٤). Private share investment in NPC 
increased to ٣٤٪ by March/٢٠٠٧ from ١٠٪ in the previous year. In line with the privatization policies, NPC reduced its 

٩٠٪ public share in ٢٠٠٢ to less than ٦٦٪ in ٢٠٠٦. Even though Iran had a ٤٩ percent ceiling on foreign 
equity and minor actual FDI approvals during ١٩٩٨ -١٩٩٣, around US$١٠٠m per year of foreign 
funds flowed into its oil sector. Iran’s fiscal problems stimulated these inflows, as the 
Government was forced to permit the National Iranian Oil Company to seek international finance 
to develop offshore hydrocarbon resources. To avoid giving foreign firms equity, petroleum 
projects are tendered on a buy-back basis, with foreign partners arranging finance and 
construction, and being repaid in dollar denominated crude oil deliveries once the project 
commences operation (Economist intelligence Unit ١٩٩٩). By now, Total, Shell and Petronas 
(Malaysia) participate are making some agreements. In November ١٩٩٩, Royal Dutch Shell 
Group signed buy-back contracts for the Soroush and Nowruz oil fields, estimated to be cost 
approximately US$ ٨٠٠million to develop. 
Table ١ : Iran petrochemical Sector Forecasts 

 ٢٠٠٥e ٢٠٠٦e ٢٠٠٧e ٢٠٠٨f ٢٠٠٩f ٢٠١٠f ٢٠١١f 
Oil production (‘٠٠٠b/d) ٤،٢٥٠ ٤،٢٠٠ ٤،١٠٠ ٤،٠٧٥ ٤,٠٥٠ ٤,٠٤٩ ٤,٠٨١ 
Oil Consumption (‘٠٠٠b/d) ١،٨٦٨ ١،٨١٣ ١،٧٦٠ ١,٧٠٩ ١,٦٧٦ ١,٦٥٩ ١,٥٧٥ 
Oil exports (‘٠٠٠b/d) ٢،٣٨٢ ٢،٣٣٧ ٢،٣٣٠ ٢,٣٢٦ ٢,٣٤٤ ٢,٣٩٠ ٢,٥٠٦ 
Gas production (bcm) ١٦٥,٥ ١٥٠,٠ ١٤٠،٠ ١٢٥,٠ ١٠٠,٠ ٨٧,٠ ٨٤,٩ 
Gas consumption (bcm) ١٢٥,٠ ١١٥,٠ ١١٠,٠ ١٠٤,٠ ٩٥,٠ ٨٨,٥ ٨٦,٥ 
Gas exports (bcm) Na -٤٠,٠ ٣٥,٠ ٣٠,٠ ٢١,٠ ٥,٠ ٢,٠ 
Refining capacity (‘٠٠٠b/d) ٢،٤٠٠ ٢٢,٠٠ ٢,٠٠٠ ١،٧٠٠ ١٦٩٠ ١,٦٨٤ ١,٦٢٤ 
Ethylene capacity(‘٠٠٠ tonnes) ٧،٦٨٦ ٦,٠٨٦ ٦،٠٨٦ ٤،٢٦٦ ٣،٢٦٦ ٢,٤٦٦ ١,٣١٠ 
PE capacity (‘٠٠٠ tonnes) ٤،٣٢٠ ٢،٨٥٠ ٢،٨٢٠ ٢،٠٢٠ ١,٤٢٠ ٤٢٠ ٣٠٠ 
PP capacity (‘٠٠٠ tonnes) ١،٢٠٠ ١،٢٠٠ ٩١٠ ٩١٠ ٣١٠ ٣١٠ ١٥٠ 

Na: not available/applicable; e/f=estimate/forecast, source: NPC, BMI, world Cracker Report, CMAI. (٢٠٠٧) (PE/PP annual 
growth rates) 

The Economist (٢٠٠٨) argues that “Iran is expected to strengthen its oil and gas output over the outlook period, 
which has led us to revise its GDP forecast. Real GDP growth is now expected to reach ٥,٢٪ in ٢٠٠٨/٠٩ (March ٢١st-
March ٢٠th) and ٤,٩٪ in ٢٠٠٩/١٠.” The IMF (٢٠٠٨) attributes these developments to the reforms undertaking by the 
Iranian government. 
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 “Iran's economic potential is considerable with a population of ٦٩ million, considerable hydrocarbon resources, a dynamic 
and entrepreneurial middle class, and a relatively well-educated labor force. It is criticized that although Iran has received much 
attention from a geopolitical and regional standpoint, but its economic challenges have not attracted a similar degree of interest. 
several reasons merit attention to Iran's experience with economic reform: (١) Iran market economy transition, while by external 
conditions the process has been neither been smooth nor supported; (٢) in recent years significant advances have been made in 
opening up the economy to international trade and foreign direct investment, removing exchange restrictions, reforming the tax 
system, encouraging the private sector, and enhancing macroeconomic management; and (٣) However, major challenges remain, 
regardless of the achieved progress”.  

٢-٥-Iranian petrochemical investment development path 
Iran after Saudi Arabia is the second in producing petrochemical products among the Middle East countries. 

Also the NPC is investing over US$٢٥bn in the petrochemical sector in ٢٠١٠/١١-٢٠٠٦/٠٧. “By ٢٠٢٤, Iran is expecting 
to capture ٣٦٪ of the total petrochemical production in the Middle East, which will represent ٦٪ of the total world 
production of petrochemicals. Indeed, Research Institute of Petroleum Industry (RIPI) is one of the leading research 
centers in the Middle East. Also, March/٢٠٠٨ Pars Petrochemical in Pars Special Economic Energy Zone (PSEZ) 
rewarded the IMS certification for the first time. This certification dedicated from an international German company 
TUV-NORD, which includes standard quality (ISO ٩٠٠١), environment (ISO ١٤٠٠١), and health safety (OHSAS 
٥٠ .(١٨٠٠٪ of Iran petrochemical products are produced in PSEZ, which constitutes ١,٩٣٪ of the world, (PIN ٨-٢٠٠٧).  

٣-٥-National Competitiveness Determinations 
Iran scores relatively low as Iranian petrochemical companies are widely state-owned. Its recent privatization 

progresses for developing global strategies would improve competitiveness (Shah'abadie & Mahmudie ٢٠٠٦).  

“Deals with striking factors which affected FDI in Iran through ٢٠٠٣-١٩٥٩, the results of the studies approved that FDI 
depends on: capital recovery rate, political rights, infrastructures, natural resource availability, corruption and bureaucratic red 
tape, human capital, inflation, exchange and tax rate, market expansion, economic growth, productivity, domestic investment and 
openness of the economy. The evaluation of the presented model shows that: ١) natural resource availability, human capita and 
infrastructures have a direct and positive impact on FDI in Iran, ٢) political rights and dummy variables of Islamic republic of Iran 
have affected Iran's FDI significantly as well as conversely, and ٣) openness of the economy has positive and insignificant 
influences and the ratio of government expenditure to GDP has insignificantly and indirectly affected FDI”.   

Porter diamonds features for Iran petrochemicals business environment could be traced through table ٢. Table ٢ : 
Middle East Rankings 

Ranki
ng 

country Overall 
Score 

Country composite 
risk 

Petrochemical 
Composite score 

Feedstock 
availability 

Petrochemical 
production 

Competitive 
environment 

١st Saudi Arabia ٧,٢ ١٠,٠ ٩,٩ ٩,٠ ٨,٠ ٨,٨ 

٢nd Iran ٤,٥ ٨,٦ ٨,٦ ٧,٢ ٥,٥ ٦,٩ 

٣rd Qatar ٧,٢ ٥,٨ ٤,٨ ٥,٩ ٨,٤ ٦,٤ 

٤th Kuwait ٦,٥ ٣,٤ ٣,٢ ٤,٤ ٨,٢ ٥,١ 

٤th UAE ٦,٧ ٣,٤ ٢,٤ ٤,٢ ٨,٦ ٥,١ 

٦th Israel ٥,٠ ٢,٨ ١,٨ ٣,٢ ٧,٣ ٤,٠ 

٦th Egypt ٥,٠ ٢,٨ ١,٢ ٣,٠ ٨,٢ ٤,٠ 

٨th Libya ٤,٥ ٢,٢ ١,٦ ٢,٨ ٧,٢ ٣,٧ 

٩th Algeria ٢,٥ ٠,٨ ٠,٦ ١,٣ ٦,٨ ٢,٤ 

١٢th Vietnam ٢,٢ ٠,٠ ٠,٠ ٠,٧ ٧,٨ ٢,٥ 

Sources: BMI 
*this is based on BMI’s country composite risk ratings, which incorporate ratings for long-term and short-term political and 
economic risk and business environment. 

 Over the next ١٠ years, it is expected that some ٦٠٪ of the world‘s petrochemical growth will occur in Asia, and 
China alone will account for one-third of that growth. By ٢٠١٥, Asia could account for ٥٠٪ of the global demand for 
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commodity chemicals, and china alone with ٢٥٪ of the global demand. Growth will come in developing nations, 
where over ٨٠٪ of the world’s people live today. Global energy demand is expected to grow by ٤٠٪ by the year ٢٠٣٠ 
(Sherman ٢٠٠٧). Iran could take advantage of the opening up of new markets in Eastern Europe and in Central Asia 
(Pesaran ٢٠٠٦). Economic growth in Iran, like most MENA countries and other DCs, is unstable and shows 
significant fluctuations (see table ٣).   
 
Table ٣ : Average GDP growth rates in selected regions and Iran (Percent) 

 Asia and 
Pacific 

South Asia Middle 
Income 

World MENA Iran PPP Iran* Iran Non Oil 
GDP* 

Mean 
Standard          
deviation 
Period 

٦,٧٩٨ 
٤,١٦ 
 
٢٠٠٤-١٩٦٠ 

٤,٦٨ 
٢,٤٧ 
 
٢٠٠٤-١٩٦٠ 

٤,٢٢ 
١,٨٠ 
 
٢٠٠٤-١٩٦٠ 

٣,٦٣ 
١,٥٥ 
 
٢٠٠٤-١٩٦٠ 

٣,٧٩ 
٣,١٨ 
 
٢٠٠٤-١٩٧٤ 

٢,٧٧ 
٧,١٤ 
 
٢٠٠٤-١٩٧٤ 

٥,٢٧ 
٧,١٨ 
 
٢٠٠٤-١٩٥٩ 

٥,٩٢ 
٦,٨٣ 
 
٢٠٠٣-١٩٥٩ 

Note: all series are in contrast (٢٠٠٠) dollar PPP, except for the last two columns(*), which are in ١٩٩٧ prices, local currency. 
Source: World Bank Development Indicators and BMI. 

 ٤-٥-Framework for Economic Growth         
Iran has relatively rich resources, and high rates of accumulation of physical and human capital. However, due 

to the economic growth being volatile and factor-intensive since ١٩٧٤, total factor productivity (TFP) did not make a 
significant contribution to economic growth. TFP growth, labour and physical capital productivity growth, and 
industrial sector value added growth has experienced severe fluctuations for the period of ٢٠٠٤-١٩٦٣ (Shah-Abadi 
and Mahmudie ٢٠٠٦-٢٠٠٥). Labour productivity could integrate a large share of the Iran potential workforce in the 
economy as an important economic and social achievement in economic performance measuring and the Iran 
deserves credit for its success in this area activity.     

٥-٥-Iran Petrochemical mood criticizes  
Despite double-digit growth in emerging energy sources, such as wind and solar, about ٨٠٪ of the world’s 

energy needs is provided by oil, gas and coal over the next quarter-century and beyond. Today, the chemical 
industry’s use represents a relatively small portion about ٧,٥٪ of global energy use. Energy demand is growing at a 
rate of ١,٦٪ each year by the chemical sector. Demand growth in this sector (about ١,٦٪ per year) is predicted to be 
about equal to the growth rate for natural gas in other sectors (Sherman ٢٠٠٧).While this might not seem significant, 
it is interestingly the same rate of growth as the ExxonMobil project for transportation energy demand.  

In such a rapid market growth, Iran’s mood could be criticized as projects are often delayed. Delays are mostly 
due to difficulties in financing, and a lack of expertise in building and running complex sites. Indeed, delays in 
project implementation are caused by a lack of primary materials and human resources; insufficient local expertise in 
technology; late delivery of utility facilities and equipment for the cooling water section; specially the lack of 
coordination among local and foreign contractors. Also the local contractors often bid at very low prices to win 
contracts, as a government ruling that ٥١٪ of a project must have domestic content and local contractors have to be 
used. Once the contracts have been secured, they are said to be under no pressure to meet schedules.  

 “The reason why maintain distortions may lie in institutional weaknesses, as in the case of resource rent use” 
(Pesaran ٢٠٠٧, P: ٨٦). Many MENA countries lack of ability to solve some macro contracting problems through 
authoritarian rules are rooted in the cost misinformed and poor-quality policymaking at the micro level (Salehi ١٩٩٧). 
Another reason for the slow adoption of modern management practices is the insufficient collaboration in institutions 
(see table ٤). These institutions, such as cluster organization or university-linked networking institutions often play a 
particularly important role in the diffusion of new management in practice. Some of these techniques are best learned 
in direct interaction with other professionals within the same cluster or industry rather than communicate in an 
abstract form. 
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Governance Institution: for constructing a successful governance institution, a sophisticated cooperation 
between the private sector, industrial associations and public institutions needs to be modified. This includes 
studying three levels: Oil Industry level, governmental and national level. Relevant institutions to Iran petrochemical 
industry could be named as Industrial Development & Renovation Organization (IDRO) and National Petrochemical 
Company (NPC), Petrochemical Downstream Industries Development Co. (PDSID), Iran Small Industries & 
Industrial parks Org (ISIPO), Organization for Investment Economic and Technological Assistance of Iran 
(OIETAL), Iran Petrochemical CO. (IPCC), Development & Evolution trend of Petrochemical industry in Iran, 
Petrochemical Research & Technology Co, Health Safety, Environment (HSE), the Foreign Investment Promotion 
and Protection Act (FIPPA), to name but a few. Their strategy could be summarized as collaborating in performing 
feasibility research to provide internal and global marketing and financial analysis to improve competitiveness. 
However, after solving the basic co-ordination problems, weak representation could cause instability and inefficiency 
(Esfahani and Toossi-ardakani, ٢٠٠٢). Therefore, continuous research on downstream petrochemical technology is 
necessary to boost the industry value chain and increase Iran’s global market position. However, the efficiency of 
their collaboration needs to be improved; the Iranian petrochemical social technology is still problematic for 
transferring technology, HC, and equity, within the downstream project value chain. Social technology could be 
implemented within a sophisticated cooperation of mentioned institutions to meet an unparalleled opportunity to 
explore new regions of investment in the petrochemical downstream sector.  

Table ٤ : Institutional indicators of the MENA region (a). 
Group MENA 

(١٩٩٥) 
East Asia(b) 
(١٩٩٥) 

World 
(١٩٩٥) 

MENA 
(٢٠٠٠) 

East Asia 
(٢٠٠٠) 

World 
(٢٠٠٠) 

Government Stability ٧,٤ ١٠,٣ ٧,٥ ٦,٢ ٧,١ ٦,٩ 
Investment profile ٩,٩ ٨,٠ ١٠,٢ ٥,٥ ٦,٥ ٥,٧ 
Corruption in government ٣,٠ ٢,٨ ٢,٥ ٣,٥ ٣,٩ ٣,١ 
Rule of law ٤,٠ ٤,١ ٤,١ ٤,٣ ٥,١ ٤,٤ 
Quality of bureaucracy ٢,٢ ٣,٠ ١,٧ ٢,٣ ٢,٨ ٢,٠ 

Source: PRS Group (٢٠٠٢), International Country Risk Guide. 
(a) Higher scores mean better institutions and vice versa. 
(b) Includes only the eight best-performing East Asia countries. 

To complement the effectiveness of the governance institutions, Iran has been involved in numerous activities 
in the aim of supporting the enhancement of FDI in the country. These include: conferences; exhibitions; Petronet 
networks; meetings among NPC senior managers, influential people in legislation, parliament, and investment 
market actives and also the general media. In particular, participation in global Petrochemicals annual meetings, 
could present an opportunity to showcase annual reports of future objectives and planning strategies – in the case of 
its markets, consumption, technological advances and so on. This would not only provide a global map of the 
underlying significant progressive changes in the petrochemical industry, in a market seeking approach, but also to 
enhance the network integration. Indeed, these programs need to be monitored and reported to critics to establish 
improvements that may be addressed in the next meeting.  

٦-Policy implications 
According to, Dunning (١٩٩٣b), in the compilation of competitiveness, it is necessary that Iran should consider 

the other governments’ strategies; particularly in international sectors such as oil. The government has essential roles 
to facilitate the appropriate factor conditions providing the context prediction through appropriate policies in 
upgrading HC, new technologies, and especially the clusters. It includes areas such as antitrust, intellectual property, 
safety, environmental forces, taxation, and the regulation of product quality. Government policy must go beyond 
renouncing negative roles in the economy. However, they have important economy (horizontal) roles, to enhance 
general purpose inputs and institutions (e.g., schools, ports, and the legal system). The government around is 
intended to identify the areas and businesses that could stop protecting, subsidizing and owning- in other word 
clarify what it will not do rather than what will do.  

To improve contracting problems among investors, both business and policymakers ought to see the necessity 
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for innovation in a business-government and intra-government (Rodrik ٢٠٠٥ and Glaeser ٢٠٠٤). Policy makers’ better 
assessment of various bureaucratic performances could motivate the administrators more effectively to its resources 
and capabilities (Amsden, ١٩٨٩).  

Conclusion  
FDI could implement and accelerate more productive structure, upgrading HC, enhancing new technology, and 

absorbability In global perspective, dealing with the current major challenges in the Iranian petrochemical industry is 
possible by improving the business environment, contracting problem and the quality of institutions. FDI 
attractiveness depends on country’s stability in both economic and political contexts. In order to increase Iran and 
regional competitiveness, business leaders and managers must take prominent roles in cluster development. 
Empirical work has shown that governance and institutions affect the quality of policy, which has a direct impact on 
investment and business climate (Knack and Keefer, ١٩٩٧ ,١٩٩٥). However, what attracts FDI to Iran is not only its 
economical factors but rather the Iranian geo-politico-strategic position and the size of the global energy market 
especially considering Asia as being a region with a very high rate of present and future energy consumption 
requirement. The Petrochemical Global annual meeting (٢٠٠٨), summaries:  

 “The health of the petrochemical business depends, to a significant degree, on the health of the global 
petroleum industry, which operates in a world characterized by complexity, geopolitical uncertainty, questions about 
future energy supplies, and concerns about the risk of climate change. Yet, for all this complexity the petroleum 
industry’s fundamental mission remains unchanged: that is, to meet the world’s growing need for affordable, reliable 
energy in a manner that is economical, safe and environmentally responsible. The industry’s track record 
demonstrates that the mission can be accomplished.” 

Project delays in construction, production and decision making are very problematic in the Iranian 
petrochemical Industry. More complete “policy contracts’’ and smoother trade policies are necessary. Companies’ 
investments will otherwise be less profitable and effective, without improvements in their business environments. 
Once countries have progressed beyond the level of their Location-specific advantages, the gradual development of 
high grade clusters of economic activity becomes a high priority. In both efficiency-seeking and asset-seeking 
investments, the role of sub-national clusters and the agglomeration of related activities could be particularly 
revealing. When strategy objectives are promoting new technologies, opportunity costs of national governments are 
quite high, both in terms of creating the necessary infrastructure including clusters of related activities and of 
sustaining the requisite macro-organizational policies and financial incentives over an extended period of time.  

In addition to the critical role of MNCs and FDI for growth as illustrated above it is necessary, to bring together 
industry leaders and the university to share ideas and experiences so as to generate a list of strategic actions across 
value chain activities within petrochemical industrial clusters processes. Clusters would drive the industry’s efforts in 
towards attracting new investments, while addressing the strategic actions identified by the member’s of clusters. An 
estimation of the growth trend in investment should be provided. Regarding to high zone potential oil companies, 
economic zones in Iran could play a critical role in new career and job creation in downstream industries. It is 
necessary to develop actionable regional economic strategies, and address specific issues such as land use, planning, 
and zoning. Using market based approaches, related and supportive industries; companies need to realize their self 
interest and the economic potential of such communities.  
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