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Abstract

The objective of this study is to examine the moderating role of underlying factors of lack of growth and development in the
relationship between interactional/identity conditions, generational gap, and the consequences of business collapse in small
and medium-sized enterprises (SMEs).This applied and descriptive—survey research was conducted based on a deductive
approach within the positivist paradigm. Data were collected through a researcher-made questionnaire administered to 144
managers and experts of SMEs in Arak with more than 42 months of activity. Content validity was assessed using the Lawshe
index and reliability with Cronbach’s alpha. Structural equation modeling was performed using Smart PLS software to
analyze the hypotheses. The results demonstrated that interactional/identity conditions and generational gap significantly
influenced cultural capital weakness and lack of competitiveness. Furthermore, these two deficiencies had positive effects
on strategies of lack of growth and development, which in turn increased the persistence of underdevelopment and the
likelihood of business collapse. Out of 15 tested hypotheses, 12 were supported, while the moderating role of contextual
factors was not significant in some pathways. The findings highlight that contextual factors of lack of growth and
development amplify the impact of interactional/identity conditions and generational gap on business collapse outcomes.
Thus, strengthening cultural capital, fostering competitiveness, and reducing generational conflicts in SMEs are essential to
mitigate the adverse consequences of underdevelopment and prevent business collapse.

Keywords: Lack of growth and development, interactional/identity conditions, generational gap, business collapse,
economic development
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Extended Abstract

Introduction

The study of entrepreneurial dynamics, particularly in the context of small and medium-sized enterprises
(SMEs), has gained substantial attention due to their critical role in job creation, innovation, and regional
development. Scholars have emphasized that SMEs are often more vulnerable to contextual challenges such
as cultural constraints, generational conflicts, and institutional inefficiencies, which can increase the risk of
business collapse and perpetuate economic underdevelopment (Maksimov et al., 2017). In developing
economies, where structural weaknesses remain prevalent, SMEs face the dual burden of limited access to
financial resources and insufficient strategic support from institutional frameworks (Darini et al., 2015).

The sociological dimensions of entrepreneurship provide a lens through which these vulnerabilities can be
better understood. For instance, cultural capital and social networks are repeatedly highlighted as intangible
resources that determine business resilience (Nazari Sheikh Ahmad et al., 2021). When such resources are
weak or poorly transferred between generations, SMEs are likely to suffer from reduced competitiveness,
inefficiencies, and heightened risks of collapse (Kushins & Behounek, 2020). This aligns with evidence
showing that family businesses, while deeply embedded in social relationships, often encounter unique




AL drwgi § Sty (b 3g0T

obstacles such as nepotism, intergenerational conflicts, and identity-driven management practices (Bani
Fatemeh et al., 2017; Zellweger et al., 2019).

Global research also highlights the role of broader contextual factors. For example, failure in start-ups has been
shown to stem not only from financial deficiencies but also from poor relational and interactional conditions
(Wimal & Ajendra, 2023). Moreover, social support has emerged as a critical moderator in mitigating
entrepreneurial failure, suggesting that cultural and institutional contexts strongly shape business outcomes
(Al-Alawi et al., 2023). Parallel studies reinforce that technological ecosystems and digital entrepreneurship
open new pathways for overcoming structural barriers, particularly for underrepresented groups such as
women (Huang et al., 2025).

The persistence of underdevelopment in SME:s is further linked to macro-level sociological and institutional
shortcomings. Research demonstrates that weak development policies, lack of integration between cultural and
economic strategies, and poor alignment of national development programs with local realities exacerbate
structural inequality (Tamizifar et al., 2020). In the Iranian context, scholars argue that despite decades of
development planning, institutional inefficiencies and low levels of trust in economic institutions have
hindered sustainable growth (Moghadam Asil & Rahimi, 2018; Rafiei & Shiri, 2017). This aligns with the
view that development must be seen as a holistic process encompassing social, cultural, and institutional
reforms alongside economic growth (Joghtaei & et al., 2016).

International perspectives provide comparative insights into how SMEs interact with broader economic and
cultural systems. For instance, studies in China have shown that Confucian values and traditional philosophies
can serve as stabilizing forces during transitional economic periods, allowing family businesses to maintain
continuity and adapt to shifting market realities (Kawaguchi, 2019). Similarly, research on indigenous
entrepreneurship underscores the role of cultural networks in enabling social mobility and sustaining
entrepreneurial activities (Coté & Evans, 2025). Such insights reinforce the argument that SMEs cannot be
fully understood without considering their embeddedness in social, cultural, and institutional frameworks
(Neubaum, 2018).

The significance of entrepreneurial ecosystems in reducing poverty in developing nations also deserves
emphasis. SMEs, by providing localized employment and fostering innovation, have been identified as pivotal
agents of poverty reduction and social inclusion (Maksimov et al., 2017). However, when factors such as
intergenerational conflicts, weak competitiveness, and cultural misalignments prevail, the very potential of
SMEs to contribute to economic development becomes undermined. This contradiction has been noted in
sociological analyses of Iranian enterprises, where family-centered management structures often perpetuate
inefficiencies rather than enabling sustainable growth (Moradpour et al., 2024).

The rise of social entrepreneurship in transitional economies further highlights the importance of aligning
business objectives with societal needs. Strategic approaches to social entrepreneurship, such as those observed
in Ukraine, reveal that businesses can simultaneously pursue profit and social impact, thereby addressing
systemic gaps left by state institutions (bpaynaresns, 2025). Likewise, research on tourism development in
Brazil has underscored how economic sociology frameworks explain the integration of local culture, social
structures, and business strategies in fostering sustainable development (Gustavo, 2022).

Taken together, the literature suggests that SME success or failure is the outcome of a complex interplay
between interactional/identity conditions, generational gaps, and contextual development factors. This study
contributes to this body of knowledge by investigating how underlying factors of underdevelopment moderate
the relationships between these interactional and generational conditions and the consequences of business
collapse, with a focus on SMEs in Iran. By embedding the analysis within the broader sociological and
developmental frameworks discussed above, the study aims to illuminate the social mechanisms underlying
business resilience or collapse in contexts of economic underdevelopment.
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Methods and Materials

The study adopted an applied research design with a descriptive-survey approach. Data were collected through
a researcher-developed questionnaire distributed among 144 managers and experts of SMEs in Arak, Iran,
selected through Cochran’s formula from a population of 240. Validity was ensured through content validation
(Lawshe method) and reliability confirmed by Cronbach’s alpha. Structural equation modeling (SEM) was
conducted using Smart PLS software. The cross-sectional design enabled an examination of the relationships
between identity/interactional conditions, generational gaps, contextual underdevelopment factors, and
business collapse outcomes.

Findings

The findings revealed that interactional/identity conditions significantly influenced both cultural capital
weakness and lack of competitiveness. Similarly, generational gap conditions, characterized by unclear
partnerships and formal hierarchies, had direct positive effects on cultural capital weakness and lack of
competitiveness. Both cultural weaknesses and reduced competitiveness were found to contribute significantly

to strategies of underdevelopment, which in turn heightened the persistence of underdevelopment and
ultimately led to business collapse.

Of the 15 hypotheses tested, 12 were supported. Results indicated that strategies of underdevelopment strongly
predicted the consequences of continued underdevelopment as well as business collapse. Moreover,
persistence of underdevelopment was directly associated with higher risks of collapse in SMEs. However, the
moderating role of contextual underdevelopment factors—such as lack of investment and absence of
development-oriented thinking—was not significant in some relationships, particularly those linking
interactional/identity conditions with underdevelopment strategies.

Overall, approximately 25% of the variance in business collapse consequences was explained by the model,
highlighting the substantial role of cultural, generational, and developmental factors in shaping SME
sustainability.

Discussion and Conclusion

The results provide important insights into the dynamics of SME collapse in contexts of underdevelopment.
The finding that interactional/identity conditions and generational gaps significantly affect cultural capital and
competitiveness aligns with sociological theories emphasizing the centrality of intangible resources for
organizational survival (Kushins & Behounek, 2020; Zellweger et al., 2019). Weak leadership styles and
identity-driven practices undermine cultural cohesion and reduce firms’ capacity to compete effectively,
echoing earlier findings on the challenges of family enterprises in Iran (Bani Fatemeh et al., 2017).

The significant role of underdevelopment strategies in predicting collapse resonates with prior research on the
structural limitations of SMEs in developing contexts. For example, studies have demonstrated that weak
development planning, insufficient investment, and inadequate institutional alignment reinforce cycles of
inequality and economic stagnation (Rafiei & Shiri, 2017; Tamizifar et al., 2020). The current findings extend
this literature by empirically showing how these deficiencies feed directly into business collapse risks in SMEs.
Interestingly, the absence of strong moderating effects from contextual underdevelopment factors suggests that
structural weaknesses are so pervasive that they operate as baseline constraints, leaving little room for
moderation. This differs from research highlighting the potential of contextual factors to either buffer or
exacerbate firm-level challenges (Moradpour et al., 2024). A possible explanation lies in the pervasive nature
of institutional inefficiencies in the Iranian context, which may overshadow the subtler moderating
mechanisms observed elsewhere.

Comparative perspectives further enrich the discussion. The parallels with findings from Sri Lanka, where
start-up failures were linked to relational and interactional deficiencies (Wimal & Ajendra, 2023), as well as
evidence from global contexts where social support mitigated entrepreneurial failure (Al-Alawi et al., 2023),
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highlight the universality of interactional and cultural challenges in entrepreneurship. Similarly, the role of
digital ecosystems in empowering marginalized groups (Huang et al., 2025) points to potential pathways for
mitigating the adverse effects of structural underdevelopment in Iran.

The study also resonates with broader debates in family business research. While some scholars argue that
family involvement fosters resilience (Neubaum, 2018), others emphasize its risks in perpetuating
inefficiencies and conflicts (Kawaguchi, 2019; Zellweger et al., 2019). The current findings suggest that
without deliberate efforts to manage generational gaps and identity-driven practices, family involvement may
indeed exacerbate collapse risks.

At a broader level, the study underscores the importance of integrating sociological perspectives into
development and entrepreneurship research. Insights from economic sociology, such as those applied to
tourism development in Brazil (Gustavo, 2022) or indigenous entrepreneurship in Canada (Coté & Evans,
2025), illustrate how social structures and cultural dynamics shape economic outcomes. The evidence from
this study reinforces the view that business collapse in SMEs cannot be explained solely by financial or
strategic factors but must be understood as a product of complex social and cultural dynamics.

In conclusion, the research highlights the central role of interactional, generational, and developmental factors
in shaping the survival or collapse of SMEs. By situating these findings within a sociological and
developmental framework, the study contributes to both theory and practice, emphasizing that policies and
interventions must move beyond financial considerations to address cultural capital, generational cohesion,
and institutional development in order to foster sustainable SME growth.
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