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1. Introduction (Davidsson & Gordon, 2016). The vital role of small
and medium enterprises is increasing due to their ability
to quickly respond to systematic shocks and their poten-

oday, small and medium businesses are tial for job creation and income generation during the
the core of the economy of any country recession of large companies (Karami & Bozarjomehri,,
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2014). Regarding SMEs, there is no general definition
that is widely accepted. Based on this, different countries
have provided a specific definition of these companies
according to their specific conditions; In fact, the eco-
nomic and industrial conditions governing each country
are representative of its small and medium enterprises
(Rezaie & Safa, 2016). But there are criteria such as the
number of employees, initial capital, sales, and income
to define these companies (Hajari et al., 2015). The study
of the impact of small and medium businesses by differ-
ent experts indicates that the role of these types of busi-
nesses in the economy of different countries, especially
developing countries, is very strong (Honjo & Harda,
2006). According to the studies, small and medium
businesses can quickly respond to market changes and
customer needs and can easily adapt to new conditions
(Zhang et al., 2006). Also, their role as a generator of
employment, strengthening social cohesion, reducing
poverty, increasing competitive advantage and national
and regional development has been emphasized in many
countries (Christina et al., 2014; Atkinson, 2010; Thai &
Turkina, 2014).

The importance of the role of small and medium enter-
prises in the economy of both developed and developing
countries is clear to everyone. This role is not only in
terms of the number and diversity of their activities but
also because of the participation of such companies in all
economic aspects of countries. Participating in regional
development, job creation, innovation, export develop-
ment, and playing a complementary role to large indus-
tries are among their prominent and well-known aspects
(Subrahmanya, 2015; Ensari & Karabay, 2014). In the
face of many social and economic challenges in an era
and due to the rapid evolution of technology, new busi-
ness models must organize their focus (Giesen et al.,
2007). Considering this, a developed business model
based on customer needs and social, public, and private
demands should be formed (Rizos, 2016; Teece, 2010).
Achieving this requires a detailed understanding of the
current situation and even examining the obstacles in the
way of businesses (Moriggi, 2019).

Despite the importance of small and medium busi-
nesses and their role in the economic development of
countries, most of these businesses fail. The failure rate
of these businesses is very high in different countries in-
cluding Iran (Barclays, 2012). Various definitions have
been proposed for business failure, including exit from
business (regardless of the reasons), bankruptcy, exit
from business due to inability to pay debts, and exit from
business due to lower performance. He pointed out the
acceptable limit (Ucbasaran et al., 2010), entrepreneur-
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ship and the creation of small and medium-sized busi-
nesses as the engine of economic and social develop-
ment play an essential role in the development process of
societies (Low, 2009; Murphy et al., 2006; Zimmerman,
2008; Shane & Venkataramanet al., 2003). Small and
medium enterprises are the main support of the economy
in the process of industrialization. These companies and
production centers in developing countries, especially in
Iran, are facing many problems and all their capacities
are not used. Among the areas where micro and small
businesses and production centers have been neglected
or are economically isolated due to the lack of competi-
tive conditions and strong financial support and infra-
structure policies, the geographical area of Guilan prov-
ince is. Meanwhile, in this province; 9% of the area and
3.3% of the total population of the country, 2.18% of the
gross domestic product, 36% of rice, 90% of tea, 83% of
olives, 16.17% of tobacco, 82% of irrigated lands, 18%
of dry lands. 5% of the country’s agricultural producers,
34 towns and industrial areas, 5.2 million tons of cement
production per year, 7.3 million tons of steel products,
700 thousand tons of raw steel, 5.7 million square meters
of ceramic tiles, and 30 medium and large auto parts pro-
duction unit has 103 active and being equipped mines. It
is also known as a coastal province with marine resourc-
es and as a tourism target province. But studies show that
the current situation of Guilan province is not suitable,
because the unemployment rate of the province in the
winter of 2018 is equal to 10.6% (the national average is
10.7), the male unemployment rate is 8.2%, the female
unemployment rate is 13.4%, the unemployment rate is
Urban areas, 13%, the unemployment rate of rural areas
is 4.5%, also the rate of economic participation in the
winter of 1398, -3%, the rate of incomplete employment
is 10%, the share of workers in the agricultural sector
of the province is 22%, the share of industrial employ-
ment in the province is 26%, per capita income in less
than 4 million rials per month, the unemployment rate
of 15-29-year-olds in the province was 29% (national
average, 25.3). Also, the high rate of immigration and
change of land use and the increase in the rate of sending
migrants (11th in the country), especially in rural areas,
and many other problems of the spatial structure of the
province, especially the unfavorable conditions result-
ing from the spread of the Coronavirus need to be re-
considered and develop new solutions to get out of the
situation current and being on the path of growth and
development. Due to the importance of this issue, this
research aims to accurately identify the obstacles facing
micro-businesses in rural and peri-urban areas and final-
ly to present a model for the improvement and economic
development of Guilan province. Based on domestic and
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foreign research investigations, studies have been con-
ducted in the field of business challenges and obstacles,
some of which are mentioned below.

2. Literature Review

Small and medium-sized companies influence the
global economy through entrepreneurship and creating
job opportunities and increasing income, and they can
also more easily adapt themselves to rapid environmen-
tal changes and react faster to economic and political
factors. The development of small and medium-sized
entrepreneurial businesses is a powerful tool for recog-
nizing opportunities that can be used to solve problems
such as employment, lack of creative and dynamic hu-
man resources, low Productivity, decrease in the quality
of products and services, economic stagnation, and in-
crease in competition (Landstrom, 2005: 31-39). Small
and medium-sized industries are more user-oriented
than large industries, and for this reason, they need little
expense and investment to create new jobs (Tommaso &
Sabrina, 2000). Therefore, it seems that the main benefit
of the growth of small and medium businesses is related
to the contribution of these types of businesses to the
employment sector (Hamilton & Dana, 2003). This type
of business is very important for governments due to its
nature and special characteristics, as well as due to its
significant contribution to the level of employment in
countries and increasing the economic growth and de-
velopment of societies (Svetlicic et al., 2007). The lit-
erature related to small and medium enterprises is very
extensive. Therefore, various definitions for small busi-
nesses have been presented in different countries. These
definitions are different according to age structure, pop-
ulation, culture, and level of development. Small and
medium-sized companies are innovative and consider-
ing that they have many comparative advantages over
large industries in many sectors, this enables them to
react faster and more efficiently to the growing global
changes. Due to their great flexibility and the ability
to adapt to market changes and customers’ tastes, they
have undeniable advantages (Askari et al., 2007). Small
and medium-sized enterprises are special economic
units that are not homogeneous in terms of nature and
size and directly or indirectly play a significant role in
national production, job creation, and labor recruitment.
Each country has defined small businesses according to
its specific conditions. So that most of these definitions
are based on quantitative criteria such as the number
of company employees, the total net assets of the com-
pany, the number of sales and investments, as well as
the number of company employees. Although this index
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is different in terms of number in different countries;
most countries define small and medium enterprises
in terms of the number of employees in a certain range
from one to two hundred and fifty workers (Imani Rad,
1995). Zhao, Ritchie and Echtner (2011), considered
entrepreneurship as “initiating change through creation
or innovation that is usually associated with risk” (Zhao
et al., 2011). Some have considered it as the process of
creating new opportunities and accepting their risks and
benefits (Hisrich et al., 2005), which is initially the cre-
ation of a business that is created using people’s capital
(Sahin & Asunakutlu, 2014: 851; Sharma et al., 2013).
Due to the characteristics and diversity of the activities
of these companies and the existence of various indica-
tors, there are many definitions and perceptions of small
and medium businesses, and so far, a globally accepted
definition has not been provided. The size of the busi-
ness or the number of employees, the field of activity,
the value of assets, the amount of turnover, etc., are
among the most common indicators used to define small
and medium enterprises (Lopez-Ortega et al., 2016).
Among them, the size or number of employees is one of
the most reliable indicators, so in most countries, busi-
nesses are classified based on this indicator (Olusegun,
2012). Ambois and Maldini (1988) consider small and
medium businesses as economic units that can be easily
established and managed by an independent person (en-
trepreneur) (Karimi & Bouzarjamhari, 2014). Based on
the definition of the United Nations Industrial Develop-
ment Organization and the accepted definition in most
countries of the world, small and medium enterprises are
classified as follows:

» Companies that have less than 10 employees are mi-
cro-enterprises.

* Companies that have from 10 to 49 employees are
small enterprises.

» Companies that have from 50 to 249 employees are
medium enterprises. In addition, their financial turnover
should be less than 40 million Euros and with a balance
sheet of fewer than 27 million Euros. Finally, from an
economic point of view, they should be independent and
more than 50% of it should belong to the private sector.

The European Union’s criteria for defining and identi-
fying SME:s are:

The number of employees, the volume of the compa-
ny’s annual turnover, and the number of its assets and
liabilities. Small and medium businesses in four dimen-
sions: social (by increasing employment), economic (by
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a more homogeneous distribution of income in society),
political (by proper distribution of opportunities among
Persons), and personal dimension (by providing a more
suitable space for creativity). It causes transformation
in society. Transformation in these four dimensions is
also associated with flexibility increase and flexibility
against global changes and transformations (Noori et
al., 2006). Al bulushi & Bagum (2017), in their research
entitled “SMEs growth strategies, challenges and prob-
lems” stated that SMEs are important for the success and
economic performance of any country, which is why all
countries focus on the growth of SMEs. After success in
the local market, SMEs need to grow their business to-
wards international markets or larger-level markets. But
SMEs, face many problems and challenges including
limitations on human resource management, financial
management, operations management and marketing
management. Abeh (2017), in research “titled problems
and limitations of growth and development in Nigeria”
examined the contradictory views in different paradigms
of challenges and prospects and the efforts of the govern-
ment for small and medium enterprises in Delta state.
The results of the research indicate that the owners of
these businesses agree that they are facing different chal-
lenges and problems. Their view showed that the gov-
ernment should act to encourage SMEs in Nigeria to
achieve their potential through growth and development.

Figure 1. Research conceptual model
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Benzazoua et al. (2015) identified the factors affecting
the growth and success of small and medium-sized en-
terprises in Algeria including two categories of internal
factors (entreprencurial characteristics, management
capacity, marketing skills, and technological capacities)
and external factors (laws, access to financing and re-
source capacity) human) have been categorized. Regasa
(2015) in the study of the “factors affecting the sustain-
ability and success of industrial enterprises in the Tigari
region” concluded that infrastructure development and
competition and access to the market have a positive and
significant relationship while interest rate and access to
credits have a negative relationship with the sustainabil-
ity of the enterprises. Romeo Asa & Shalendra Prasad
(2014) in a research about the “factors influencing the
sustainability and success of small and medium busi-
nesses in Zambia” determined that managerial factors,
motivation, responsiveness, and strategic agility were
among the factors influencing the sustainability of these
types of businesses. In the research by Lindstrand et al.
(2011), it is emphasized that financial instruments play
the most important role in the growth and development
of small and medium businesses. Today, the economy
of developed countries is based on the axis of small and
medium-sized businesses, and usually, entrepreneurs
establish these companies who often do not have the
needed funds to develop their plans and ideas.
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3. Methodology

The current research is applied in terms of its purpose
and descriptive-analytical method in nature. The re-
search method is qualitative. To analyze the data, Co-
laizzi and Dickelman method was used. The statistical
population includes experts, business owners in two
independent and supporting groups, and experts from
government institutions and various executive, regula-
tory and legislative departments in public and private
offices of Guilan province. Also, the sample size from
the community of activists in two independent and sup-
porting sectors was determined by experts. The method
of data collection includes documentary studies and field
investigations. 200 individuals were interviewed. Also
a targeted method was used to identify the most effec-
tive solutions for the development of production centers
and small workshops. In this way, in the beginning, the
opinions of the community were collected through the
interview. In each step of the research, the collected data,
which were in the form of field notes and tapes, were
transcribed by the researcher in the word software. After
a line-by-line review of the interviews, the sentences re-
lated to the research questions were identified and speci-
fied. Data analysis was done using content analysis and
two stages of open and axial coding using version 11

Figure 2. The location of Guilan province in the country
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of Maxqda software, the output of which is presented
in Table 1. Finally, according to all the examined cas-
es, a small business ecosystem model was presented in
Guilan province.

Guilan province is located in the north of Iran between
the southern shores of the Caspian Sea and the Alborz
highlands in the south and has an area of about 14,000
square kilometers. Guilan province is divided into 16
cities, namely Astara, Astana Ashrafieh, Amlesh, Bandar
Anzali, Rasht, Rezvanshahr, Rudbar, Rudsar, Siahkol,
Shaft, SoumesaraTalesh, Foman, Lahijan, Langrod, and
Masal, with Rasht city as the centre.

4. Findings

To design and identify indicators of obstacles and
challenges of small businesses, 200 experts, were inter-
viewed. Two main questions were asked in interviews:
“what are the major obstacles and challenges facing
small businesses”? and “What is the main challenge
in this field of work? According to the results obtained
(Table 1), the main challenges and obstacles facing small
businesses in most occupations were the same, which are
categorized below:
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Table 1. Review of business barriers

Priority variables (open coding) Frsg::gfgsof ’}’;iiiglcca;zig:g
Inflation and market fluctuations 180
Expensive raw materials 177
Lack of financial support for farmers 176
The existence of brokers 145
The high cost of the devices required for work and the lack of proper financial support in this field 145
Problems related to receiving bank facilities 130
Lack of medicine and specialized laboratories in livestock matters 125
Financing factors
1 Lack of proper reception of local markets for products 120 and production
Financial inability to employ more labor despite the high potential for activity development 115 inputs
The high cost of electricity consumption and the need to share industrial electricity to small businesses in the 36
field of packing dried fruits and vegetables etc.
Issuance of employment permit without inspection 74
Inability to be present in foreign markets 65
Limiting pastures by the government, as well as the lack of ability and compensation for livestock farmers if their 49
cattle graze on government lands
Absence of transparent, easy and timely banking and crediting system 45
Persons lack of motivation to continue working due to existing problems and obstacles 174
Weak sales market due to lack of proper advertising 165
Limited holding of art exhibitions by the government 145
Lack of proper culture to encourage Persons to buy handicrafts 120 Cultural and social
2 Forgetting many industries and professions 117 factors
lack of labor force and the unwillingness of young Persons to work in this field 105
Lack of entrepreneurial spirit among decision-making elements and agents 98
lack of proper cohesion of unions and trades 91
Lack of sufficient specialized training and advice for those working in the business field 161
Weakness of the market and lack of proper training and advice in the field of sales marketing 110
Failure to train Persons in order to develop and start a new business 97
3 Lack of a specialized laboratory to measure the quality of products 96 Skill training factors
Lack of marketing training for Persons in order to sell products (not using virtual space for sales) 95
Recruitment of non-specialist teachers and trainers 89
the oldness of the designs to be presented to the sales market 69
Existence of useless administrative bureaucracy and inappropriate monitoring of the work process of executive 170
and administrative institutes
The long and challenging process of obtaining a license from the Food and Drug Administration 160
lack of support and support from relevant organizations for producers 145
Lack of full support from relevant institutions such as the insurance institution 145
4 Lack of support for the entrepreneurial spirit and new entrepreneurial ideas of employees 135
The continuity and incompleteness of the main model plans of jihad keshavarzi 132
lack of sufficient monitoring of the work process of executive and administrative institutions 125
Inadequate government support for key products such as silk, etc., which led to the destruction of this industry 110 Supporting and
lack of attention and supervision on the allocation of funding to applicants 104 persuasive factors
lack of proper support for new business ideas 100
Failure to support the cultivation of new and high-yield crops 99
The problem of renting a suitable place for work 98
Failure to settle accounts on time with work skills training instructors 95
The lack of full support from the relevant institutions for livestock farmers 75
The absence of a clear and active union of beekeepers 69
Lack of proper insurance support 65
The presence of many executive institutions in decision-making 45
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To identify the main challenges and obstacles to the
development of small businesses in Guilan province, by
using questionnaires, online and interviews in several
stages, the views of independent activists, support, and
experts in the field of business of the studied institutions
were received and examined. The factors expressed by
these people were classified into four categories: financ-
ing factors and production inputs, cultural and social
factors, educational and skill factors, and supportive
and persuasive factors. Financing factors and produc-
tion inputs include the problems of inflation and market
fluctuations, expensive raw materials, lack of financial
support for farmers, the existence of brokers and the
high cost of equipment needed for work and the lack
of appropriate financial support in this field as the main
obstacles respectively. Many respondents have consid-
ered financial challenges as one of the most important
obstacles to the extent that they have affected many
other aspects of work and made it difficult to continue
their business process and many people had to close
their businesses due to bankruptcy. Another category is
cultural and social factors, which are among the most
important issues discussed by people: lack of motivation
of people to continue working due to existing problems
and obstacles, weak sales market due to lack of proper
exhibitions, limited holding of exhibitions presenting
works of art by the government, etc. and lack of proper

Figure 3. The most important obstacles and challenges facing small businesses
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culture to encourage people to buy handicrafts. Another
factor that can be considered a basic category is the edu-
cational and skill category. Based on the investigations,
it can be acknowledged that one of the reasons for the
failure of businesses is the lack of sufficient specialized
training and advice for those working in this field. Many
people enter this field without prior knowledge and any
training and expertise, so they failed. Another case is the
weakness in product sales due to the lack of proper mar-
keting training for business owners in a new way. This
caused many people not to be able to survive in the cur-
rent conditions of the competitive market even with the
production of new products and eventually facing fail-
ure. the lack of training for people to develop and launch
new and emerging jobs was another challenge. In fact,
the best situation is for people to start a new business
based on the knowledge of educational categories and
background conditions. The examination of support and
persuasion is one of the most important categories that
many respondents are involved with. This category af-
fects many other categories as well. Among these cases
are the existence of redundant administrative bureau-
cracy and insufficient monitoring of the work process
of executive and administrative institutions, the difficult
and long process of obtaining a health permit, issuing a
permit without inspection, and lack of support and sup-
port from the relevant institutions.
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According to the investigations and studies carried
out in this research, the main challenges and obstacles
facing small businesses in Guilan province were identi-
fied, which are mentioned in figure 1. These challenges
can be seen in all stages from obtaining a license to the
end of the work, such as marketing and product sales.
Therefore, it seems that to facilitate the development of
businesses in this province, we need an integrated model
under the title of the small businesses ecosystem. This
ecosystem should be able to remove the challenges and
obstacles, guide the workers and producers from the be-
ginning of the path to the sale of the product. Further,
it is necessary to provide them with specialized training
and advice. In Figure 4, the proposed ecosystem model,
which is the result of discussions between experts and
business activists (independent and supporting) is pre-
sented.

5. Discussion

Nowadays, small businesses improved their knowl-
edge development and the expansion of information
and communication technology. They have occupied a
wide economic area and are considered one of the most
essential economic sectors of societies. In our country
(Iran), reducing the unemployment rate and creating
employment are among the goals and tasks specified in
the country’s five-year vision document and develop-
ment laws. In this regard, developing small businesses
have many positive consequences in the economic, cul-
tural and social aspects which have been noticed by the
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authorities. According to the investigations carried out
during the current research, the business environment in
the field of small businesses in the rural and peri-urban
areas of Gilan province is facing many challenges and
problems, most of which are the same, despite the di-
verse groups and occupations. In general, the results of
the research showed that the business environment in
the field of small businesses in Guilan province does not
have enough coherence and integration. So, small busi-
nesses must be revised and guided towards creating a
comprehensive and targeted ecosystem through various
departments mentioned below:

As in the existing process between the registration
of the license application and its issuance, there is no
proper assessment of the possibility of the applicant’s
activity, in the first part of the ecosystem, the formation
of a working group has been proposed for preliminary
examination of the application.

To connect job seekers (with or without ideas) to sup-
porters, mentors, and investors who are looking for la-
bour, it was suggested to create a database of ideas and
people in this section.

The long process of administrative bureaucracy and,
in some cases, parallel work between organizations, is
one of the challenges and problems facing businesses.
To solve this challenge, it was proposed to form an in-
tegrated licensing system by creating access to relevant
executive institutions.

Applicant to start a
businessideas

Ragister the request in
the systam

Supply in domestic and

forsim markets

Fominza
Obtaining a buzinas: datzbase of
pammit allideas
\ Examining the plan in the
s \ e
| Fomation of pecialized ins
i buziness the p s of

.

S
/ Connaction to \

reprasentatives of sach
l mstitution

support and
production: cemters /

Figure 4. An ecosystem of small businesses proposed in Guilan province
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the lack of rural activists benefiting from sufficient
expertise in the field of issues such as the feasibility of
product production and supply, proper training, know-
ing the target markets and their tastes, how to brand and
commercialize the product, the inability to attract inves-
tors, etc is another challenge. It is possible to solve this
challenge, in a part of the proposed ecosystem, using a
group of experts in this field as accelerators

To create an integrated system of production and for-
mation of employment centres in the rural areas of the
province, the solution of connecting independent activ-
ists to supporters and investors through accelerators us-
ing the business information bank was proposed in this
ecosystem.

One of the most common challenges from the point of
view of independent activists and supporters is the lack
of sufficient government support in the field of granting
facilities (inconsistency of costs with received financial
facilities and the issue of inflation). To facilitate this, the
presence of representatives from the banks granting fa-
cilities in the working groups related to the issuance of
activity licenses was suggested to announce the support
of the bank concerning the desired activity and to mea-
sure the feasibility of establishing a business in the initial
stages of the issuance of the license. Also, creating a plat-
form and benefiting from the financial support of private
sector investment by guiding applicants to link with their
production centres and being placed in the cycle of pack-
aging, branding, marketing, advertising, and distribution
in domestic and foreign markets is the final part of the
small businesses ecosystem. Also, the small works of
Guilan province have been suggested.

The present study was compared with the study of Al
Bulushi and Bagum (2017) who expressed the challeng-
es and problems of businesses in their work process and
stated that the most important factor of success is mov-
ing towards international markets. This research also
with preliminary investigations and an understanding of
the existing situation and obstacles proposed a compre-
hensive ecosystem of the work process for the business
owners to facilitate small businesses. Also, researchers
such as Abeh (2017), Romeo and Shalendra (2014), and
Lindstrand et al., have considered financial, managerial,
educational, responsiveness, and strategic agility as the
most important factors to improve the situation. In this
research, as mentioned before, the most important in-
fluencing factors for improving the business situation of
rural and peri-urban areas were presented in the form of
a comprehensive ecosystem, and all factors mentioned
by the researchers are included above.
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