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Introduction

Entrepreneurship is essential for society and the economy, as it stimulates innovation, creates
employment, produces new goods and services, and generates wealth. Foreign direct investment (FDI)
can encourage entrepreneurship, thereby promoting economic growth, but it can also pose challenges to
domestic firms. FDI in the host country can take various forms in production, assembly, or services,
either through mergers and acquisitions (Brownfield FDI) or via investment in and establishment of new
businesses (Greenfield FDI). Therefore, each type of FDI not only offers distinct benefits for the growth
and welfare of host countries but may also present specific threats and costs to the economy and
entrepreneurship. Consequently, the mode of entry has a differentiated impact on domestic
entrepreneurial activities. To better assess the effect of FDI on entrepreneurship, it is essential to specify
from the outset which type of FDI (green or shadow) is under consideration.

Currently, Iran’s economy suffers from numerous problems, including low productivity, low
competitiveness, and high unemployment, each of which requires extensive resources and policies to
address. One potential solution that can simultaneously address many of these issues, including
dependence on oil revenues, poverty, and unequal wealth distribution, is entrepreneurship. Accordingly,
given the above considerations, to formulate effective policies and actions for removing barriers to
entrepreneurship in Iran, it is necessary to examine the impact of key factors such as FDI—especially
green FDI—on entrepreneurship in the country. Moreover, given the nature of green FDI and its
potential positive and negative spillover effects (e.g., increased competition and higher market entry
barriers) on the host country’s economy and entrepreneurial activities, understanding how and to what
extent green FDI affects entrepreneurship is crucial for guiding future policy and legislative decisions.
Therefore, the findings of this study can be helpful in policymaking and decision-making institutions in
the field of foreign investment, such as the parliament and government, as well as for entrepreneurship-
related entities and individuals, including science and technology parks, entrepreneurs, foreign
investors, and firms targeted by green investment. Additionally, since very few studies have examined
the impact of FDI on entrepreneurship in Iran, particularly with respect to green FDI, the need for this
research is strongly felt. This study aims to examine the impact of FDI on entrepreneurship in Iran over
the period 2008-2022.

Methodology

The objective of this paper is to investigate the impact of green FDI on entrepreneurship in Iran. For this
purpose, a fuzzy regression method was employed, and coefficients were estimated for the period 2008—
2022. The method applied in this study is fuzzy regression, which addresses the problem of limited data
in the model introduced for the current research. Classical regression performs poorly with small
datasets, whereas one of the main advantages of fuzzy regression over classical regression is its ability
to handle small datasets effectively. A key benefit of this method is its consideration of upper and lower
bounds for estimating variable coefficients, allowing the researcher to express the effect of the
independent variable on the dependent variable not as a single fixed number, but as a numerical range
between an upper and lower bound.

The fuzzy form of the model is expressed as follows:

TEA, = Ay + A FDIG + A,GDPP, + A;FOF, + A,EI, + AOP, + A;,TAX, + A,SUP, +

€t ey
Considering the relationship (1) we will have:

LTEA, = (ay,S,) + (ay,S1)FDIG + (a,,S,)GDPP, + (a3, S3)FOF, + (a4, S,)EI, + (as, Ss)OP, +
(ag, S¢)TAX; + (a;,S;)SUP, + & (2)
Finally, it should be noted that due to the novelty of entrepreneurship and the recent availability of data
in this field, the sample for this study in Iran was selected on an annual basis for the period 2008-2022.
The software used to implement the methodology in this research is the WINQSB 2 software.
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Results and Discussion

The findings of the study indicated that an increase in green foreign direct investment (FDI) in Iran leads
to a decrease in entrepreneurship. Green FDI in Iran has reduced entrepreneurial activity due to effects
such as market capture, increased competition among firms, and higher barriers to market entry.
Therefore, to harness the benefits of green FDI, it is essential to implement changes in the regulations
governing foreign direct investment and in the way new businesses established by foreign investors
interact with existing firms in the Iranian market, in a manner that allows the advantages of this type of
investment to be utilized while minimizing harm to domestic businesses.
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