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Abstract:

Tourism, just like other service oriented industries worldwide is a great contributor to the economic,
social, cultural and political realms of the given country. Tourism, as an industry is a new phenomenon which
encompasses capital, human resources, and all socio economical and cultural aspects of the host country by
establishing a network. Accordingly, one of the major strategies for having sustainable development in rural
sectors is the rural tourism. This factor has created an investment-oriented mentality in this field. By adopting
the grounded theory and qualitative paradigm, attempt is made here to identify the affecting elements for the
purpose of attracting domestic investors in tourism industry. The data is compiled through in-depth interviews
and Focus Group Discussions. The statistical population consists of 216 potential investors in the study area
and the sampling follows the snowball effect method resulting in the selection of 40 candidates. A total of at
least 35 hrs and 30 min are spent on interviewing the 40 investors in order to obtain the theoretical notion. The
most effecting factors in attracting investors are: the capital, interests thereof, regulations, spatial features,
structural fundamentals, advertisement, economics, culfure, policy makings, institutions and the social
elements.

Keywords: rural tourism, investment, grounded theory, qualitative study, Larijan district.
JEL Classification: Z32.
1. Introduction

In the rural areas the traditional agro-economy is following a downward trend in the recent decades to a
point that it is reaching below the national per-capita income level (Xiaolu and Gang 2005, Young 2013). The
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ever increasing unemployment rate and the rural educated youth migration to urban areas endanger the
fundamentals of the rural life texture (Young 2013, Munshi and Rosenzweig 2016). In the recent decades the
youth migration to urban areas to seek work, due to bad domestic economy has been the main factor in rural
areas’ decline (Thissen et al. 2010, Rye 2011). Following this trend, the rural migrants in the urban areas face
problems like living in the city-outskirts, which leads to a very low life standard due to unemployment to say the
least, and sometimes ending in civic misdemeanor, perhaps crime (Wong et al. 2007; Wang et al. 2010). The
main objective in implementation of different programs in rural areas is to achieve rural development by
promoting employment opportunities (Briedenhann and Wickens 2004). The imbalance between the availability
of able work force and absence of work place destroys the rural employment market (Ndabeni and Rogerson
2005). Occupation in rural activities is reduced by 23.4% (Rezvani 2004), indicating that farming industry can in
no way guarantee the rural advance in all aspects; therefore, resorting to other industries in this respect is a
necessity (Kasim 2006, Bronman 1996).

Developing rural tourism would save the rural life and economy by converting the above mentioned
drawbacks into advantages (Sharpley 2002, Su 2011). The gradual decline in constituent elements of the rural
economics: farming, woodlands, dairy and the natural resources in the recent decades make the adoption of
developing methods necessary to promote the rural economic foundations (Andereck and Vogt 2000, Reeder
and Brown 2005. According to the forecast of WTO, global tourism monetary value in 2020 would amount to
1.602.000.000 persons with a turnover of $ 200 Billion (Lee and Chang 2008). Traveling to rural areas in order
to put the crowded urban life behind for a short time and get away from the motorized life has become a good
past-time for many people worldwide (Saxena and llbery 2010). This fact in turn increases the rural areas
attraction, which needs to be programmed and systematized for accommodating the steady increase in such
travelers.

In Iran, such an area is where this study is about. Being close to the capital city Tehran and other
densely populated areas and being on the northern route, has made this area an attractive one. Many choose
this region as their second home. With respect to the importance of investment in economic sectors and its
effect on the variables of macroeconomics, that is, job-creation and identifying the effective factors are of
importance.

2. Literature review
2.1. Tourism and rural tourism

Tourism is a big concern in many countries which contributes to the promotion of economics
(Muchapondwa and Stage 2013), cultural and social aspects (Mbaiwa 2003), especially in the developing
countries. In a sense, tourism contributes to the international trade by 20% (Navickas and Malakauskaite 2015).
In some countries like Turkey, the revenue from tourism promotes the ever advancing economy (Chou 2013).
The expansion of tourism industry is one of the major phenomena of the last century with an intensified growth
(Kim and Chen 2006, Oh 2005). The rural tourism began to shape up in 1950s (Rezvani and Safai 2005) and it
has developed ever since. This industry is named as the catalyst when it comes to revitalization and expansion
of a given rural economy (Wani and Shafi 2013, Lane 1994). All over Europe, in order to challenge the
economic and social problems facing the rural areas, where the farming and agricultural industries follow a
downward pattern, the focus is on rural tourism (Sharply 2002). After WWII the welfare of the Europeans grew
and variety in consumption became a norm with its effects on the societies (Scharpf 1996). Studies regarding
the effect of rural tourism in 1960’s, revealed the importance of the issue with respect to the national economic
growth (Molera and Albaladejo 2007, Greffe 1994). In 1970’s the emphasis was on the socio-cultural
consequences of tourism. In 1980’s the environmental issue of this phenomenon was the concern.

In 1990’s a combination of the experiences complied during the above mentioned 3 decades changes
the attitude towards making it a sustainable industry of great volume (Kim 2002, Bramwell and Lane 1993). The
findings of the previous studies reveal the positive aspects of rural tourism in 1960’s, while the opposite is true
with that of the 1970’s. Equilibrium is reached in 1980’s (McGehee and Andereck 2004). In fact, the advantages
caused by the expansion of this industry should not stop us from noticing its disadvantages (Zhang 2012,
Schneider 1993). Tourism is one of the contemporary human activities and has a dynamic nature with respect
to economy, culture and living pattern of human worldwide (Echtner and Jamal 1997). International tourist
arrivals (overnight visitors) reached 1.138 billion in 2014 — 4,000% higher than the 25 million annual tourists in
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the 1950s. Arrivals increased 51 million in 2014, or 4.7%, over 2013. And 2014 marked the fifth consecutive
year of above average growth since the 2009 economic crisis. International tourism receipts also hit a new
record, reaching US$ 1,197 billion in 2013 or US$ 230 billion more than in the pre-crisis year of 2008 (UNWTO
2015). The analysts consider tourism as an industry with its potential socio-economic effects on the place
visited and this fact makes rural tourism inevitable. In today’s Europe this type of tourism promotes employment
opportunities and connects the rural areas together with promoting dynamism among them (lorio and Corsale
2010, Ladkin 2011). Here the role of the host society as one of the essential elements in planning is the key for
sustainable development otherwise there will be no advances made (Andereck and Vogt 2000, Gursoy and
Rutherford 2004). A group of researchers emphasize on this type of tourism as a new financial source which
enhances the domestic economy and livelihood by creating employment and making poverty fade (Lee and
Chang 2008).

2.2. Investment and entrepreneurship

An essential factor in affecting a given nation’s economy is investment, an inevitable fact. Investment
has its positive influence on the macro-variables of the economy; therefore, identifying the effective factors in
this respect is of essence (Gwartney et al. 2006). The classical view on this issue is that investment is subject
to interest rate and the higher the interest rate the less the demand for investment and vice versa (Dupor 2001).
Investment can be provided from internal and external sources. The investment based on internal sources will
naturally have low interest rate and investment curve will be horizontal and when this internal source is used up
the investor is forced to resort to external source with a higher interest rate when the investment curve will have
a positive gradient (Branson 1997). The followers of Keynesian economics in their analysis concentrate on the
demand side of the economy and believe that the final efficiency criteria in investment is the major contributor in
investors’ decision making process (Hall 1989; Konstas and Khouja 1969). It should be noted that the final
efficiency criterion as a major standard is not suitable in investment demand since the comparison among the
projects with respect to the fluctuation in the interest rates would not lead to uniform results. (Brown and
Swersky 2012)

It is necessary to adopt this method in making the investment projects in an accurate manner. The
followers of Keynesian economics (Davidson 1986) and the neo-classics consider investment as an indirect
function of the interest rate and a direct function of the revenue (Moroianu and Moroianu 2012). Another
important theory regarding investment demand is the acceleration principle addressed by John Clark for the first
time (Samuelson 1939), that is, investment is considered as a function of changes in production. Of course, in
the last theory the variables like: tax rate, profit arte, trade cycles, investment availability, risk involved and
uncertainty and alike are determined in the investment demand (Shakeri and Musavi 2003). Achieving higher
production based on limited resource is one of the most important objectives in the economics of a given
country. In most countries the resources, faciliies and talents are different and limited, while the spatial
distribution does not follow a coherent and homogeneous pattern. Iran fits in this category of countries.

Different regions of Iran have special natural features endowed with climatic diversity, population etc.
These differences point to the fact that the national authorities, in planning rational policy making regarding the
national and regional development should consider the above mentioned features and promote investment in
the region for development of activities in proper fields in order to provide and produce quality service and
products. Sustainable development is the most important achievement desired by any country where the major
criterion which determines and measures this growth is investment (Block 2006; Griggs et al. 2013). The
economists have always considered the saving with the objective to invest. In this respect, entrepreneurship is
the most effective factor in investment (Audretsch and Thurik 2001).

With no doubt, the pattern of advanced economies in developed countries is influenced by
entrepreneurship (Van Stel ef al. 2005), an axiomatic aspect, something essential, forgone by the developing
countries (Naudé 2010). This issue becomes vivid when defined in the business context announced by the
World Bank. According to the World Bank, the 2014 records indicate that Iran is ranked down when compared
to 2013 records of its own by 7 points, that is, Iran is ranked 152 among the 189 countries (Arian and Bagherian
2014). In general, investment means utilizing the available money in order to gain more money, that is delaying
the expenditure now to have the opportunity of consuming more in the future (Sharpley 2002). In investment the
two different features are predominant: time and risk. That is, the amount of spent money is known, while the
amount of its return in the future is yet to be known, with uncertainties (Abzari et al. 2008). The nature of
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investment and its contribution to economic development is the issue the discussion of which never stops in
Macroeconomics arena worldwide, and is considered as the moving engine of a given economy. Consequently,
most of the studies in the field of investment focus on identifying and recognizing the factors which influence
investment (Lall and Narula 2004, Trevifio and Mixon 2004, Salahuddin and Islam 2008).
Tourism with its rapid return nature in financial sense is a suitable ground for investment. This industry
can incorporate both the domestic (Tisdell and Wen 1991) and foreign investment (Mahony and Van Zyl 2002)
and have its share in the national economy. In general, foreign direct investment, for developing countries in
specific, is essential, because it would promote the domestic economy and introduce innovation and new
technologies in addition to pave the way for more connections with near markets (Agosin and Machado, 2005).
Investment consists of three components:
1) Social: trust, partnership, responsibility and liability, cooperation, common identity etc. (Ahmadi et al.
2011),
2) Humanistic: knowledge, skill, innovation, health etc (Haskel et al. 2007).
3) Economic: wealth, money, revenue etc. (Azman-Saini et al. 2010). At international level, having the
whole perspective of the selected tourism types and the space are the prerequisite for such
investments and marketing.

Finding places with low risk and high return is accomplished through spatial studies, while at higher
market levels for higher and guaranteed return the ecology, environmental, trade, market capabilities and
capital budgeting aspects are involved in the investment process (Zotic et al. 2010, Tosun 2000). An ideal
domestic space with high net value and high return on investment rate is preferred when it comes to ranking the
criterion (Dwyer et al. 2014).

3. Research method

The method adopted here is of the Grounded Theory, an analytic method for constructing the hypothesis
through inductive qualitative data. This method is concerned with constructing the concept in addition to
providing for a collection of principles, for the study process known as Total Methodology (Weed 2009). In the
last four decades this method has had a vast application as a valuable systematic method for data
accumulation and analysis. This method is vastly adopted in Business and Marketing fields. The features that
distinguish the Grounded Theory method from others are: generation of a conceptual framework based on the
present data, revealing the main processes in the social realm instead of describing the unit under observation,
comparing each one of the datum with all the data, making the data accumulation pattern change possible in
the field of study and promoting the expression of the thoughts about the report as the data collection begins.
This method consists of five stages:

1) Study design (assessing the technical literature and selecting issues),

2) Data accumulation,

3) Controlling the data and drafting the terms and concepts,

4) Data analysis and

5) Designing and verifying the model (Pope et al. 2000).

3.1. Statistical analysis

The data analysis consists of the open, axiomatic and selective coding stages. In this study, the
technique of in-depth review with centralized groups is applied for data gathering. The statistical population
consists of 216 potential investors in the study area and the sampling follows the snowball effect method
resulting in the selection of 40 candidates. A total of at least 35 hrs and 30 min are spent on interviewing the 40
investors in order to obtain the theoretical notion. In a sense the obtained data became repetitive (saturated);
hence, no fresh ideas from the investors’ side. During the interviews, in addition to taking notes, the subjects
allowed us to record the interviews which were very helpful in producing our final manuscript.

4. Case study

The study zone here consists of the rural district of Larijan region of Amol city; Mazandaran Province
with an area of 1.766 Km?2. Larijan is located at the southern part of Mazandaran province. In spring and
summer the population makes 70.000, but due to lack of work and proper accommodation and other facilities in
winter time this population reduces to 10.000. The mountainous rural areas are close to the populated urban
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centers and the main roads, hence a good potential for expansion of tourism. In the recent years, some people
of this region have built their second homes to accommodate tourists. Moreover, some wealthy people from the
capital Tehran have built their resort houses in this region. The connecting roads are in good shape; therefore,
travelling in the northern part of Iran has increased. The tourist related businesses have flourished as well,
significantly. In fact, the elements of tourist attraction places are observed here, the atmosphere exists. The
Mazandaran province, among the northern provinces has always had the greatest share in tourism due to its
closeness to the capital city Tehran and Alborz region (population centers), having busy routes going through it
(Haraz, Chaloos and Firoozkooh highways), with its pleasant climate and natural features. The coastal line of
this province, the south western part of the Caspian Sea, was the major tourist attraction region, but now its
mountainous features have become more attractive.
The Haraz valley attracts all domestic tourists which are categorized in the following three major groups:

1)

The transit traveler who enjoys the scenery, weather and all there is to be served in a maximum 24
hrs time. In fact, they cannot be considered as visitors. Most of the villages under study are on Haraz
highway with their shops open to sell domestic farm and dairy products, restaurants and variety of
service centers for travelers. The transit traveler/tourist has less effect on their business; that is, no
significant impact on rural well being. Of course, there exist some authentic restaurants on this route,
in the villages which attract customers from kilometers away for their quality food and beautiful
scenery.

The non transit travelers who have their own accommodation in the rural areas. Naturally their stay is
long and they have to pay for the services provided by the villagers.

The ones who come to enjoy the natural beauty of the region and of course pay for the services
provided by the villagers. The major services they pay for are: Hotel, water treatment centers, retail
shops, etc.

The number of business units here is 216 while 10.45 % of which are capitalized by non domestic and
the rest by domestic investors.

Table 1 - Number and the percentage of businesses in the study zone

Type of business Number of outlets Percentage
Restaurant 76 35.19
Fish Market 8 3.70
Butchery 12 5.56
Real Estate 15 6.94
Super Market 21 9.72
Bakery 7 3.24
Mechanic Shop 8 3.70
Building Material Center 5 2.31
Coffee House 2 0.93
Villa for rent by the owner 9 4.17
House for rent by the owner 9 417
Hotel 11 5.09
Swimming Pool 9 4.17
Souvenir Shop 11 5.09
Taxi Service 8 3.70
Pilgrimage 3 1.39
Entrance Fee 1 0.46
Mountain Gear Shop 1 0.46
TOTAL 216 100
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Mazandaran province

larijan district Amol county

Figure1 - The location of under study rural areas
5. Data analysis and research findings

In the process collected data are reviewed several times where the similarities, redundancies and
irrelevant cases to the subject matter are removed. The main statements are categorized and encoded without
being classified in an open form. They are categorized and encoded in tables by axiomatic classification. As
mentioned before, with the purpose of extracting the effective factors on attracting investments in tourism in
Larijan, the collected data are analyzed in three levels of open, axiomatic and selective encoding. In open
encoding, the statements and concepts related to the factors affecting the attraction of investment are extracted
and encoded in 103 cases. The results obtained from analyzing the data through open encoding are presented
in Table 2.

Table 2 - Conceptualizing the factors affecting the attraction of investment in tourism in Larijan

ROW STATUS QUO CODE
1 Appropriate place to construct tourism infrastructure C1
2 Cheap labour force F1
3 Provision of loan with 5 % or less interest L1
4 Investment net profit A1
5 Capital return potential A2
6 Investor’s experience in tourism A3
7 Tax exemption F2
8 No fixed prices in tourism services F3
9 Low fluctuation in tourism related goods and services K1
10 | Non systematic risk F4
11 | Bank incentives L2
12 | Long-term banking services L3
13 | High quality road network C1
14 | Acceptance of the concept of tourism by the natives G1
15 | Credibility of the touristic region C2
16 | Strong media in the region C3
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ROW STATUS QUO CODE
17 | Record of tourist attraction in the region C4
18 | The potential of forgiving delays in bank installations L4
19 | Investment insurance A4
20 | Tourist attraction level C5
21 | Attracting foreign tourists F5
22 | Basic services C6
23 | Fluctuating demands K2
24 | Domestic tourism volume F6
25 | Provision and customer service D1
26 | Tourism facilities L5
27 | Local incentives (nativity) G2
28 | Sense of belonging to the region G3
29 | Business costs F7
30 Investment interest rate A5
31 Tourism position in provincial development programs H1
32 | Tourism position in national development programs H2
33 | Improving tourism through media E1
34 | Native youths willing to help the tourism infrastructures G4
35 | Tourism market’s future K6
36 | Attracting non-native capitals A6
37 | Tourists’ expenses F8
38 | The extent of the current market F9
39 | Employment growth F10
40 | Geographical variation C6
41 Brand variation C7
42 | Participation of natives J1
43 | Comprehensive management of the assets F11
44 | Appropriate tourism regulations B1
45 | Correlation between business and tourism F12
46 | Local institutional support 11
47 National institutional response 12
48 Marketing program H3
49 | Security for tourists J2
50 | Appropriate cultural behavior G5
51 | New infrastructures such as IT D2
52 | Natives’ behaviors towards investors A7
53 | Entrepreneurship in the region G6
54 Economic sanctions K3
55 | The subsidiary law objectives K3
56 | Reducing transactions costs F13
57 | Stability in policies after changes made in management B2
58 Relative stability in price tax rate F14
59 | Transparency in production K4
60 | Transparency in information and statistics H4
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ROW STATUS QUO CODE
61 No discrimination between production and service sectors H5
62 | Stability in investment regulations B3
63 | Fluent and facile administration for investments 13
64 | Law flexibility of regulations regarding micro and macro investors A8
65 | Integrated correlation between scientific and tourism centers H6
66 National Holidays and vacations H7
67 Proper approach of institutions and organizations with respect to investment 14
68 | Appropriate work and production G7
69 | Worthiness of investment in tourism A9
70 | Efficient and capable provincial management 15
71 | Regional strategy to guide investors H8
72 | Technology and technical knowledge’s updating potential D3
73 | Organizing festivals related to tourism E2
74 | No changes in laws and policies B4
75 | Adherence of state to the rules B5
76 | Sympathy among the officials 16
77 | Work related regulations F15
78 | Scientific tourism maps of the region H9
79 | Awareness of the investors from tourism industry F16
80 | Skilled staff in tourism sectors of the region D4
81 | Availability of university graduates in tourism field D5
82 | Scientific evidence regarding advantages of tourism G8
83 | Providing low cost advertisement through radio and television E3
84 | Enriching the cultural status of the region G9
85 | Natives welcoming the tourists G10
86 | Providing lands C8
87 | Skilled staff in tourism sectors of the region D6
88 | Fluctuations in foreign currency K5
89 | Investors’ interest in tourism G11
90 | Public based organizations in the field of tourism 17
91 | State commitment 18
92 | Low environmental hazards C9
93 | Experienced contractors in the region C10
94 | Successful investment records in the region A10
95 | Travel agencies and services C11
96 | Monuments recorded by UNESCO C12
97 | Meeting the tourism information demands A11
98 | Low racial-ethnical tensions J3
99 | Mutual trust between the authorities and people J4
100 | Low social crimes in the region J5
101 | Long-term profitability and sustainable investment A12
102 | Low cost services provided by travel agencies F17
103 | Public accessibility to tourism services F18
104 | Safe road networks D7
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Table 3 - Conceptualizing status quo resulted from open and axiomatic encoding according to the investors

Expanded
categories

Factors affecting
investment (A)

MICRO LEVELS

= Investment net profit; Capital return potential;

Investor's experience in tourism, Investment
insurance; Investment interest rate; Attracting non-
native city capitals; Natives’ behaviors towards
investors; Law flexibility of regulations regarding
micro and macro investors; Worthiness of
investment in tourism; Successful investment
records in the region; Long-term profitability and
sustainable investment.

Sample quotations

“There is no guarantee of return on
investment rate”

Factors affecting
Regulations (B)

Appropriate tourism regulations; Sustainability in
policies after changes made in management;

Stability in investment regulations; No changes in
laws and policies, Adherence of state to the rules

“It is not clear that government and
parliament tourism policies would
not change in case the authorities
are replaced”

Factors affecting
spatial features (C)

Credibility of the touristic region; Strong media in the
region; Record of tourist attraction in the region; High
quality road network; Tourist attraction level;
Infrastructural services; Geographical variation;
Brand variation; Providing lands; Low environmental
hazards; Experienced contractors in the region;
Travel agencies and services; Monuments recorded
by UNESCO.

“If the region has the possibility of
advertising and has the proper
infrastructure we are willing to
invest”

“Local authorities’ attention to
provide proper facilities can
encourage me to invest’

Factors affecting
infrastructure (D)

Provision and customer service; New infrastructures
such as IT; Technology and technical knowledge’s
updating and upgrading, Skilled staff in tourism
sectors of the region; Skilled staff in tourism sectors
of the region; Providing low cost energy, Safe road
networks.

“Physical facilities in the region and
man power are very effective in
tourism profitability”

Factors affecting
advertisement (E)

Improving tourism culture though media; Organizing
festivals related to tourism; Providing low cost
advertisement through radio and television.

“If the region is not known at
international level, investment is
useless; regional attractions should
be advertised through television and
festivals in order to promote
investment”

Factors affecting
economics (F)

Tax exemption, No fixed prices in tourism services;
Nonsystematic risk, Business costs; Tourists’
expenses, The extent of the current market;
Employment growth; Correlation between business
and tourism; Comprehensive management of the
assets; Reducing transactions costs, Relative
stability in price tax rate; Work related regulations;
Low cost services provided by travel agencies;
Domestic tourism volume; Awareness of the
investors from tourism industry.

“There is no guarantee to protect
the assets after investing in tourism”

Factors affecting

Acceptance of the concept of tourism by the natives;
Local incentives (nativity); Sense of belonging to the
region; Native youths willing to help the tourism
infrastructures; Appropriate cultural behavior;
Entrepreneurship in the region; Appropriate work and

“| like to invest in my birthplace
since | am interested in its
flourishing but I'm not sure how

policy making (H)

programs; Tourism position in national development

culture (G) production; Enriching the cultural status of the region; | would the natives welcome the idea
Investors’ interest in tourism; Scientific evidence and help to materialize it’
regarding advantages of tourism; Natives welcoming
the tourists.

Factors affecting = Tourism position in provincial development “Authorities should plan for regional

tourism with determined policies”
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programs; Transparency in information and statistics;
Regional strategy to guide investors; Scientific
tourism maps of the region.

Factors affecting
institutions (1)

Local institutional support; National institutional
response; Fluent and facile administration for
investments; Proper approach of institutions and
organizations with respect to investment; Efficient
and capable provincial management; Sympathy
among the officials; Public based organizations in the
field of tourism; State commitment.

“Cooperating with good
administrators can bring success in
investment”’

Factors affecting the
social texture (J)

Participation of natives; Security for tourists; Low
racial-ethnical tensions; Mutual trust between the
authorities and people; Low social crimes in the
region.

“The traveler to the region must be
secure and safe from entry to exit’

Economic security

(K)

Low fluctuation in tourism related goods and
services; Fluctuating demands; Economic sanctions;
The subsidiary law objectives; Transparency in
production; Fluctuations in currency, dollar; Tourism
market's future.

“Tourism markets’ future is uncertain
and it is not known if there will be
demand from domestic and foreign
tourists”

“It is not clear what the state has in
mind regarding the subsidiaries on
prices”

Obtaining facilities

(L)

Provision of loan with 5 % or less interest; Bank
incentives; Long-term banking facilities; The potential
of forgiving delays in bank installations; Tourism
facilities.

“The government should provide
better credits for investment than in
other economic sector regarding
interest rate and repayment period,
because the profit in this sector
returns in a long term”

Considering the findings obtained in open and axiomatic encoding, the correlation among the sections is
identified and a conceptual model is developed (Figure 2).

P

Regulatio

Advertisem

Capital and
obtainina facilities
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Figure 2 - Research model
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Discussion and conclusion

One of the most influential factors in today’s economy of most of the nations is the subject of investment.
This issue is the inevitable factor of production, employment and motivating force of the economic cycle of any
given country. In most of the countries’ resources, facilities and skills are various and limited, and the spatial
distribution of these resources do not follow an integrated and homogeneous pattern. Iran is considered as one
of those countries. Different regions of the country have specific natural features, space, climatic differences
and man power. These differences indicate that national and regional planning authorities in the economic
policy making should take into account the capabilities and capacities of the regions in different activities and
lead the investors towards better services. Rural tourism with its rapid-return nature -in financial sense- is a
suitable area for investment. This industry can incorporate both the domestic and foreign investment and have
its effective share in the national economy.

In general, foreign investment, for developing countries in specific, is essential; since it would promote
the domestic economy and introduce innovation and new technologies in addition it would pave the way for
more connections with near markets. Of course, for countries which are not interested in domestic investment in
tourism, the foreign investment alternative is a plus for them since unlike investing in other markets which may
be short-term; this market is long-term in its nature. Yousefi and Aziznejad (2009) announced that in Iran the
GNP and the economic infrastructure leave a positive effect on private investment. The most preventive
elements in private sector investment have issues concerned with the regulatory and judicial system and lack of
investment security. Agheli (2008) evaluated the effective factors in tourism investment. He deduced that by
establishing investment security, regulations and reinforcing the infrastructure the rules of dominance can have
a positive effect on tourism sector in Iran. The features like privatization, economical modifications, establishing
economic and social infrastructures, encouraging investment and dynamism in the national economy are
essential in attracting foreign investors in tourism (Akbari 2008). Muzini and Moradhasel (2008) evaluated the
issue of investment by focusing on the compatibility indexes in tourism sector. In their study, different methods
in providing the finances are introduced and each method is then assessed through SOWT analysis. Their
findings indicate that with respect to the existing circumstances in Iran, the appropriate methods should be
introduced in three short-mid-long term periods. Here generating funds from the finance and bank credit
methods are considered as the short-term, establishing private banking system is considered as the mid-term
and buying bank premium bonds is considered as the long-term, the best alternatives. Ziaii et al. (2013) indicate
that the implementation capacity has the most effect on comprehensive native investment followed by social
and cultural human resource capacities.

This study provides the appropriate grounds in identifying and analyzing the effective factors on
investment in tourism and can be an initiating issue for further research. To declare that investment by domestic
or foreign private sectors can develop and expand rural tourism is a rational assumption. Moreover, non-
involvement of state in activities which are not justified in the logic of the economy automatically provide the
grounds for investment, since, the competition will take place within its limits and the doubt that providing role of
the state which could one day change the rules of the game would vanish.
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