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Given the reality that free zones in Iran have not performed satisfactorily compared to
successful international counterparts and face multiple challenges, this article aims to
identify the hidden issues in the country's free zones and propose an optimal model to
improve the performance of newly established zones, specifically the Ardabil Free Zone.
The identification of issues in free zones was conducted using a qualitative method,
specifically through interviews with experts in the field of free zones in Iran. The
identification and prioritization of the root causes of these issues were carried out using the
Analytic Hierarchy Process (AHP) model and the Expert Choice software. The optimal
performance model for the Ardabil Free Zone was developed based on the probable
scenarios of key factors derived from the aforementioned software. The results indicate
that, due to incorrect actions and policies, the current free zones lack the necessary
capabilities to meet the true conditions of a free zone. This lack of capability spans various
dimensions, including financial, human, and organizational aspects. Continuing the current
situation without changes in approach and structure, as outlined in the first scenario, will
place the Ardabil Free Zone in a critical and even more dire condition. Maintaining the
current approach with gradual changes in the execution and participation structure (as in
the second scenario) will provide the foundation for implementing fundamental policies
and the capability to apply these policies in the Ardabil Free Zone. In such a case, it is
possible to achieve the true essence of a free zone (as in the third scenario) by emphasizing
fundamental changes in approach and structure.
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Introduction

In developing countries like Iran, free zones have generally not achieved the positive outcomes expected of
them. International trade, by facilitating the transfer of knowledge from trading partner countries, can leverage
potential economic capabilities and provide clear signals for investment in profitable and competitive economic
projects on a global scale. However, based on conducted studies, domestic and foreign investments in the
country's free zones have not been efficient or aimed at expanding exports to global markets. The establishment
of free and special economic zones in Iran was initially intended to create employment and increase economic
activities to alleviate regional deprivation and find a way out of the local economic problems. Yet, after several
decades, what remains is a collection of experiences and a long and risky path ahead for the people and officials,
highlighting the necessity to address its shortcomings and issues. This article aims to identify the challenges of
current free zones in Iran and present a specific plan to improve the performance of the Ardabil free zone. This
will not only identify the real challenges of these areas but also provide an optimal model for the activities of the
Ardabil free zone, considering the common issues and their roots prevalent in all free zones. Therefore, in the
first step of this research, the realities of the activities in free zones will be discovered and analyzed to reveal
their general issues. In the second step, the roots of these issues will be identified, and in the third step, an
optimal model for initiating and forming activities in the newly established Ardabil free zone will be proposed.

Materials and Methods

This research is analytical in nature and falls into the category of applied research. The challenges and issues
facing the free zones were examined using a qualitative method, specifically through deep and semi-structured
interviews with stakeholders. Given the nature of the required data, qualitative content analysis was used to
analyze the text of the conducted interviews. The interviewees were selected using the snowball sampling
method, and the sample size was determined based on the theoretical saturation method.

Results

Based on the principle of comparative advantage, successful free zones worldwide focus on specific functions to
fulfill their national and international missions. Findings from the interviews indicate that free zones in Iran
generally do not follow this system. Instead, after determining their boundaries, they explore various capacities,
effectively turning free zones into multi-functional areas. This approach, firstly, does not align with the principle
of comparative advantage and an export-oriented approach and, secondly, results in a broad and diverse range of
tasks. In reality, the nature and mission of free zones clash with a multi-purpose approach, particularly in a weak
economy like Iran's. Key drivers affecting the issues in free zones are found in three areas: policy-making and
decision-making, execution, and participation. Considering the current approaches to free zones in Iran, which
can be traced in the subject's background, three perspectives are presented:

1. First Perspective: This defends the past performance of these zones and suggests continuing the current
approach without structural changes.

2. Second Perspective: This perspective identifies the shortcomings not in the prevailing approaches but in
the execution and participation processes. It advocates maintaining the current approach while making
changes in these areas.

3. Third Perspective: This emphasizes the need for fundamental changes in the approach and structure of
free zones due to the existing shortcomings.

The findings of the present study align more with the second perspective. Therefore, in discussing solutions and
developing an optimal functional model for the Ardabil free zone, the focus will be on structural changes in
participation and execution. However, to achieve a more comprehensive analysis, the new free zone's status will
be examined within all three perspectives. Accordingly, three scenarios for the potential establishment of the
Ardabil free zone can be outlined:

1. First Scenario: Continuation of the current trend without changes in approach and structure, characterized by
an emphasis on small-scale trade, an inward-looking focus, and a temporary economy. Various functions similar
to a city, with different exemptions and benefits, are defined for the Ardabil free zone, with a broad area
considered for it. Multiple roles in trade, industry, tourism, etc., are simultaneously defined. This scenario occurs
when there is no or limited national consensus and determination regarding the effectiveness and reform of free
Zones.

2. Second Scenario: Maintaining the current approach while making changes in execution and participation.
The Ardabil free zone continues with the current approach, focusing on diverse functions, particularly small-
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scale trade, to boost the region's economy. Gradual changes in execution and participation structures are made
under the existing approach, aiming for temporary income-generating actions and policies that can also be
sustainable and turn the region into a brand. Policies like hosting festivals in various fields, such as music,
culture, and handicrafts, attract tourists and stimulate regional growth.

3. Third Scenario: Fundamental changes in the approach and structure of the Ardabil free zone, moving
towards production, creating a sustainable economy, and gaining an international presence. This scenario
envisions the free zone embodying the true principles and standards of a free zone, contributing to national and
international development, and serving as a model for the main economy. The zone aims to support quality
production and distribution, penetrate foreign markets, increase exports, and bring in foreign currency through
high-quality products, positively impacting both regional and national economies.

Conclusion

Overall, it must be stated that under the current mechanisms, free zones, both before and after implementation,
have posed significant challenges to national and international economies rather than aligning with their lofty
goals. However, this does not imply that free zones cannot be beneficial and effective. Their usefulness primarily
depends on conditions such as having a production-oriented economic and institutional structure, production
demand elasticity, the country's strategy prioritizing development, and defining the free zones' goals within the
framework of national interests. Secondly, appropriate policies and actions must be implemented, enabling free
zones to act as key drivers and models for gradual development in the main economy, even under Iran's
macroeconomic conditions.

Keywords: Free Zones, Free Zone Pathology, Analytic Hierarchy Process (AHP), Ardabil Free Zone.
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(Refrence: Attachment information dated 19/09/2017 of the Supreme Council of Free Trade-
Industrial and Special Economic Zones No. 962/10/4086)
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