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Abstract

The issue of foreign investment and its importance for economic growth
and development has long been a concern for policymakers in Iran. To
address this, various governments have enacted new laws, invested
substantial physical and human capital into the public sector, and set
ambitious goals and visions. However, these efforts often overlook the
capacity of the executive environment, leading to minimal achievements.
Instead, these initiatives have overburdened the executive system,
draining its resources.

This study, using a new approach called Problem-Driven Iterative
Adaptation (PDIA), highlights several key issues undermining the
government's ability to attract foreign investment. These include the
government's inappropriate paradigm regarding foreign investment, an
overemphasis on centralized solutions, a reliance on practices from other
countries without adapting them to local conditions, bureaucrats' lack of a
shared understanding of the government's capacity, insufficient attention
to the local context and the interactions of key actors, and reformers'
disregard for existing authority structures.
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The findings suggest that the government need to espouse a problem-
oriented approach rather than a solution-oriented one. It is crucial to
consider the local context and the key players involved when formulating
policies. This article underscores the need for policymakers to tailor their
strategies to the specific challenges they face and to align policy agendas
with the actual capacity of the executive environment.

Keywords: Foreign investment, building state capability, capability trap,
PDIA approach
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