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This study compares the investment attractiveness of Tehran metropolis with
leading global capitals and analyzes the main barriers at the structural,
economic, institutional, environmental, and political levels using international
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Introduction

Megacities generate more than 60% of global GDP and serve as competitive hubs for innovation and
FDI. While leading capitals—such as London, New York, and Paris—excel due to advanced
infrastructure, transparent governance, and high livability, Tehran faces significant constraints despite
its demographic and market potential. Economic instability, sanctions, bureaucratic complexity, and
severe ecological stresses (water scarcity, pollution, land subsidence) undermine its urban
competitiveness. The city’s revenue model, heavily dependent on construction fees and density
bonuses, prioritizes short-term gains over productive investment, contradicting principles of spatial
planning and sustainable development. This study examines Tehran’s investment attractiveness
against global benchmarks and identifies pathways for improvement based on both international data

and causal analysis of underlying barriers.
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Materials and Methods

The research adopts a mixed-method, deductive framework integrating global quantitative indicators
(FDI, GCI, EPI, CPI, competitiveness metrics) with contextual qualitative analysis tailored to Iranian
urban conditions. A comparative case study approach positions Tehran alongside leading global cities
based on success factors (infrastructure, governance, sustainability) and barriers (structural, economic,
institutional, environmental, political). To reveal causal interactions among barriers, the study employs
the DEMATEL method, using expert input from 12 specialists in urban economics and planning to
construct direct-influence, normalized, and total-relation matrices. Key DEMATEL metrics (D, R,
D+R, D-R) identify the most influential, dependent, and interacting factors.

Results
Across global indices, Tehran significantly lags behind top capitals. Structural deficiencies (aging
infrastructure, congestion), economic volatility (inflation, currency instability), institutional barriers
(bureaucracy, regulatory inconsistency, corruption), environmental degradation (pollution, water
scarcity), and political constraints (sanctions, fragmented governance) diminish its investment appeal.
DEMATEL findings highlight the internal dynamics of these barriers:
— Structural barriers are the most influential (highest D value), strongly shaping economic and
institutional weaknesses.
— Economic and institutional/legal barriers show the highest dependence (highest R), making
them reactive outcomes of deeper structural and environmental issues.
— At the sub-factor level, “neglect of environmental sustainability in planning” and “international
sanctions” are dominant causal drivers (positive D-R).
— “Low quality of life and social inequality” emerges as the most affected outcome (highest R).
— “Regulatory complexity and lengthy procedures” show the strongest dependent/affected role
(most negative D-R).
Together, these results demonstrate that Tehran’s investment challenges stem not from isolated
weaknesses but from an interconnected system dominated by structural decay, environmental stress,
and governance fragmentation.

Discussion and Conclusion

The analysis shows that Tehran’s constraints—notably structural deterioration, institutional opacity,
and environmental overreach—generate a reinforcing cycle that suppresses FDI and undermines
competitiveness. DEMATEL results confirm that core drivers lie in structural and environmental
mismanagement, while economic and institutional deficiencies are largely consequences rather than
root causes. This pattern aligns with theoretical frameworks such as Porter’s Diamond, where factor
endowments and institutional quality shape long-term competitiveness. Tehran’s current reliance on
non-productive investment (construction-driven revenues) intensifies sprawl, resource strain, and
ecological degradation, while productive investment—common in leading global cities—could
stimulate innovation, employment, and sustained municipal revenue. Reforming the city’s revenue
model, enhancing transparency, integrating environmental constraints, and shifting toward foresight-
based planning are critical. Prospects for improvement lie in strategic densification, green
infrastructure, digital governance, and targeted incentives for knowledge-based and sustainable
sectors. Future research should explore (1) the effectiveness of green fiscal tools in attracting FDI, (2)
ecological carrying-capacity models for developing megacities, and (3) the role of digital transparency
technologies in reducing institutional risk and improving investor confidence.
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