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This study presents the first application of Kingdon's Multiple
Streams Framework to analyze international exchange
policymaking in Iran.

Highlights:

Convergence of three streams—problem (sanctions), policy
(successful offshore models), and politics (political will)—has
opened a "policy window" for establishing the exchange.

A hybrid ownership structure combining domestic institutions
with international partners, alongside long-term tax exemptions, is
proposed as the optimal model.

Focusing on Islamic financial instruments and multi-currency
trading capacity is identified as key to attracting regional investors
and circumventing constraints.

Identifying key "policy entrepreneurs"” and their crucial role in
leveraging the policy window is a central finding of this analysis.

Analysis of Policy-Making for Establishing
International Stock Exchange in Iran's Free Zones:
Application of Multiple Streams Framework

Mohammad Ahmadi Beni', Mohammadreza Borji?
Received: 2025/10/13
Accepted: 2025/11/25

Abstract

1. PhD Student of Financial Engineering, Department of Financial Management, Faculty
of Islamic Studies and Management, Imam Sadiq University, Tehran, Iran,
corresponding author, (M.Ahmadi.Beni@isu.ac.ir)

2. Master of International Affairs, Faculty of Islamic Studies and Political Science, Imam
Sadiq University, Tehran, Iran (borjil379isu@gmail.com)



J3lg gl g el I

134 gl s o

b B = i 10N : ol b g g
Fd S ot

This study analyzes the policy-making process for establishing an
international stock exchange in Iran's free trade zones through Kingdon's
Multiple Streams Framework. For over four decades, Iran's economy has
faced profound challenges in accessing international financial markets
due to sanctions, currency restrictions, and limited foreign investment
channels. Despite having eight active free trade zones with substantial
infrastructure and legal frameworks offering twenty-year tax exemptions,
Iran has not yet successfully launched an international exchange, while
neighboring countries like Kazakhstan and the UAE have established
thriving financial centers. Employing a qualitative-analytical approach
with documentary and comparative analysis, this research examines
experiences from eleven international exchanges including Astana,
NASDAQ Dubai, Istanbul, Bermuda, Cyprus, Channel Islands, Cayman
Islands, Barbados, Mauritius, Gibraltar, and Labuan. The findings reveal
convergence among three key streams: the problem stream encompasses
sanctions, currency restrictions, and foreign financing needs; the policy
stream includes successful offshore exchange models and innovative
legal-financial structures; and the politics stream demonstrates political
will to develop free zones and diversify financial resources. This
convergence has opened a policy window for establishing an international
exchange with hybrid ownership structure, long-term tax exemptions,
currency flexibility, and emphasis on Islamic financial instruments. The
results suggest that the Multiple Streams Framework provides an
effective analytical lens for understanding offshore capital market policy
formulation, and this represents the first application of MSF in analyzing
Iran's international exchange policymaking.

Keywords: Multiple Streams Framework, Policy-making, International Free
Zone Exchange, Offshore Capital Market, International Financial Centers
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Introduction

Iran's economy has confronted significant structural challenges in
accessing international financial markets over the past four decades,
rooted in complex political, economic, and international factors.
Economic sanctions initiated in the 1980s and intensified in recent
decades have severely restricted Iranian financial institutions' access to
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international banking systems and global capital markets. These
limitations have not only impacted foreign investment flows but also
created serious challenges for financing large-scale economic and
infrastructure projects. Currency restrictions, as direct consequences of
sanctions, have complicated exchange rate risk management for potential
foreign investors, with severe fluctuations and limited access to
conventional hedging instruments reducing Iran's investment
attractiveness. The need for innovative alternative solutions to access
foreign financial resources has become increasingly critical. Offshore
financial centers and international stock exchanges have emerged as
effective instruments for circumventing structural limitations and
facilitating access to global financial markets. Regional experiences from
the UAE, Qatar, and Kazakhstan demonstrate that establishing such
centers can play pivotal roles in transforming countries into regional
financial hubs. Iran's strategic geographic position at the intersection of
Asia, Europe, and Africa, combined with relatively developed
infrastructure in free economic zones, decades of capital market
experience, and abundant energy resources, provides substantial
competitive advantages for establishing an international exchange.
However, despite these potentials and the existence of eight active free
trade zones, Iran has not successfully operationalized its international
exchange, revealing a significant gap that stems from insufficient
understanding of policy-making dynamics and decision-making
mechanisms in this domain.

Methodology

This research employs a qualitative-analytical approach with an
interpretive stance toward policy-making process analysis. The
qualitative approach was selected due to the exploratory nature of the
subject and the need for deep understanding of policy-making
complexities. Kingdon's Multiple Streams Framework serves as the
theoretical lens, enabling systematic analysis of policy-making processes
through three independent yet interconnected streams: the problem
stream identifying conditions attracting policymaker attention, the policy
stream comprising available ideas and solutions, and the politics stream
encompassing political space and decision-making environment. Data
collection followed the READ approach through library and documentary
methods, gathering information from official international exchange
reports, international organization documents, credible scientific articles,
and relevant laws and regulations. The statistical population includes all
active international and offshore stock exchanges globally, with
purposive sampling selecting eleven exchanges based on criteria
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including geographic diversity, legal structure, financial instruments, and
success in attracting foreign capital. These include exchanges from
Central Asia, Middle East, Europe, Caribbean, Indian Ocean, and
Southeast Asia, representing diverse regulatory frameworks from
common law to civil law and Islamic finance orientations. Data analysis
utilized qualitative content analysis based on thematic coding approach,
implementing initial coding, axial coding, and selective coding stages. To
ensure validity and reliability while controlling for analyst bias, a
triangulation strategy was employed at three levels: methodological
triangulation combining documentary analysis, comparative review, and
multiple case studies; data source triangulation utilizing official
organizational sources, legal documents, and peer-reviewed scientific
publications; and reflexive processes throughout analysis stages to
identify and manage potential impacts of assumptions and theoretical
backgrounds on interpretation.

Results

Analysis of documents and data reveals three primary problems
attracting Iranian policymakers' attention to the necessity of establishing
an international exchange. International sanctions constitute the most
significant limiting factor for lIran's access to international financial
markets, having severed Iranian financial institutions' access to SWIFT
and international banking networks while severely restricting lIranian
companies' presence on credible international exchanges. According to
World Bank data, foreign direct investment flows to Iran reached only 1.7
billion dollars in 2021, demonstrating stark contrast with regional
countries like the UAE receiving 20.7 billion and Turkey 9.1 billion
dollars. Currency restrictions represent the second critical problem,
encompassing inability to freely transfer currency, limitations on using
credible international currencies, and severe exchange rate volatility.
Central Bank statistics indicate exchange rate standard deviation during
2018-2022 reached approximately thirty-five percent, substantially higher
than regional comparators, complicating risk management and reducing
investment attractiveness. The third problem involves growing need for
financing infrastructure and development projects exceeding domestic
resource capacity, with the Ministry of Roads and Urban Development
estimating approximately 150 billion dollars required for completing
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infrastructure projects envisioned in the Sixth Development Plan.
Examination of eleven selected international exchanges demonstrates a
wide spectrum of implementable solutions and successful models for
designing Iran's international exchange. Analysis of ownership structures
reveals three main models: hybrid models combining domestic
institutions with foreign or regional partners as implemented in Astana
and Istanbul exchanges; concentrated domestic models focusing on
domestic institutional ownership as seen in NASDAQ Dubai and
Bermuda; and state or semi-state models emphasizing governmental roles
as observed in Cyprus and Cayman exchanges. Financial instrument
analysis shows successful specialization strategies including focus on
Islamic instruments at NASDAQ Dubai and Labuan, concentration on
insurance-linked securities at Bermuda, and comprehensive approaches
offering diverse instruments at Istanbul and Astana. Legal framework
analysis indicates most successful exchanges employ combinations of
international and local laws, particularly English common law adapted to
local conditions, while tax policy analysis reveals a spectrum from
complete exemptions to preferential rates and temporary exemptions.
Political stream analysis demonstrates relatively favorable conditions for
establishing an international exchange in Iran, supported by the Law on
Administration of Free Trade-Industrial Zones providing appropriate
legal foundation, economic resistance policies emphasizing economic
diversification and foreign investment attraction, and the Sixth
Development Plan explicitly mandating financial market development
and foreign capital attraction. Key policy actors including the Securities
and Exchange Organization, Supreme Council of Free Zones Secretariat,
and Ministry of Economic Affairs and Finance can serve as policy
entrepreneurs with requisite characteristics of decision-maker access,
technical expertise, and political skills, though regulatory concerns and
conflicting interests present challenges requiring careful management.

Conclusion

This research demonstrates that Kingdon's Multiple Streams
Framework provides a suitable and powerful instrument for analyzing the
policy-making process for establishing an international exchange in Iran.
Application of this framework enables deeper understanding of policy-
making complexities and identification of key success or failure factors.
Confirmation of the hypothesis regarding sanctions and currency
restrictions as problem stream constituents aligns with prior research on
sanctions' impact on financial innovation needs in target countries,
indicating external pressures can serve as powerful catalysts for seeking
alternative and innovative solutions. Confirmation regarding
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implementability of successful international models underscores the
importance of policy learning and knowledge transfer in policy-making
processes, demonstrating that in the globalization era, countries can
benefit from each other's experiences and adapt successful solutions to
their contexts. One critical finding involves identifying the vital role of
policy entrepreneurs in connecting the three streams and utilizing the
policy window, with analysis showing that success in establishing Iran's
international exchange substantially depends on entrepreneurs possessing
three key characteristics of decision-maker access, technical expertise,
and political skills. Based on research findings, policy recommendations
include establishing hybrid ownership structure with fifty-one percent
domestic institutional ownership and forty-nine percent regional or
international partnership, initial focus on Islamic debt instruments and
sukuk to attract investors from Islamic countries, providing multi-
currency trading capacity including dollars, euros, and regional
currencies, developing hybrid legal framework combining Islamic law
and international standards, creating independent specialized regulatory
authority, offering twenty-five-year tax exemptions, and providing special
facilities including duty-free equipment imports and simplified
administrative procedures. The central conclusion establishes that
creating an international exchange in lran's free zones is not only
necessary but also feasible given the convergence of problem, policy, and
politics streams, with the current policy window arising from intensified
sanctions, successful international models, and political will for free zone
development providing appropriate opportunity for implementing this
significant project.
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