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Abstract:

This study aims to propose a new typology for innovation-friendly institutions, analyze Iran's
institutional environment based on this typology, and provide solutions for improving the
institutional environment supporting innovation. Employing a qualitative approach grounded in
documentary analysis and a review of existing literature, along with thematic analysis, a four-
dimensional typology of innovation-friendly institutions is presented: 1) hard/formal-
economic/commercial institutions (e.g., intellectual property laws, tax systems), 2) hard/formal-
political/social institutions (such as rule of law, political stability), 3) soft/informal-
economic/commercial institutions (e.g., entrepreneurial culture, reward systems), and 4)
soft/informal-political/social institutions (e.g., social trust, cultural tolerance). Based on the data
obtained from focus groups and document analysis, the findings from analyzing Iran’s
institutional environment reveal significant challenges across all four dimensions, including
weak property rights, poor governance, rent-seeking culture, low social trust, and deficiencies
in collective actions. The study suggests that institutional reforms should be integrated and
implemented simultaneously across all four dimensions, encompassing tax law revisions,
administrative process transparency, educational system transformation, and strengthening civil
society institutions. The results provide policymakers with a framework to improve Iran’s
innovation-supportive institutional environment systematically.
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