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Abstract

Recent research highlights the critical role of an improved business environment in driving
economic growth and fostering entrepreneurial opportunities, thereby contributing to production
prosperity and business success. Among the various factors influencing the business
environment-particularly for small and medium-sized enterprises (SMEs)-access to banking
facilities and credit is especially vital in bank-oriented economies such as Iran. This study
examines the impact of bank credit and facilities on the Business Environment Monitoring Index
across Iran’s 31 provinces from 2016 to 2023. Preliminary statistical analysis reveals significant
disparities in both the business environment and credit distribution among provinces. After
conducting collinearity, cross-sectional dependence, second-generation unit root, cointegration,
and heterogeneity tests, the findings-based on Panel-Corrected Standard Errors (PCSE) and
Discoll-Kraay Standard Errors (DKSE) models-demonstrate that increased bank credit and
facilities significantly enhance the business environment in Iran’s provinces. Additional results
show that higher employment rates and government spending positively influence the business
environment, while inflation and urbanization exhibit a negative relationship with the index.
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