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Abstract

Purpose- Nowadays, the importance of rural business development and its key role in advancement of
countries is undeniable. Development of rural business is considered as the main strategies for economic,
socio-cultural development of deprived areas and it is used as a solution to poverty alleviation, poverty
reduction, social and economic justice. Thus, the present study is aimed to provide a model for rural business
development in Ilam province.

Design/Methodology/Approach- To this end, a mixed-method approach (both quantitative and qualitative)
was applied. The population of this research in the qualitative part includes experts and in quantitative section
are the owners of rural businesses in Ilam province. To select the sample in the qualitative part of the research,
snowball method was carried out and 12 people were selected. Also, in quantitative phase 120 owners of rural
businesses in Ilam province were selected. Data collection tool in qualitative section was semi-structured
interviews and in quantitative part was standardized questionnaire. In order to analyze data in the qualitative
section thematic analysis method and in quantitative section structural equation modeling (SEM) was used.
Findings- The results showed that 57 indicators in the form of 15 sub-themes and 6 main themes including:
marketing capability, competitive intelligence, government policy, entrepreneurial empowerment, strategic
communication and social acceptance were identified as factors affecting the development of rural businesses
in llam province.

Originality/value- In present research, marketing capability, competitive intelligence, government policy,
entrepreneurial empowerment, strategic communication and social acceptance have been identified as the
factors affecting the development of rural businesses. The results of this research can help the authorities to
have a deeper insight into the factors affecting the development of rural businesses as well as create strategic
planning in order to successfully perform the development of rural businesses.
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1. Introduction
oday, rural development has a special
position in the economic persistence life
of the nation and in non- industrialized
countries is the pivot of the national
economic development programs (Morris et al.,
2022). Rural business is considered as a kind of
business which creates high employment coefficient in
the country, in other words, it has high rate of
employment. In particular, rural development is now
more involved with the phenomenon of
entrepreneurship (Clune and Downey, 2022). Rural
business is the usage of rural facilities and resources in
an innovative and creative way. Due to small
population size of the villages, this type of business is
small on a scale and often includes between 10 and 20
people and it has specific efficiency regarding to
prevailing agricultural and workshop activities
(Soleimani et al, 2021). Although these types of
businesses are often part of the informal and hidden
economy, they have a significant role in the wealth and
economic growth of a society and the development of
social capital (Moghsem et al, 2019). Rural businesses
in developed countries have an average annual sales of
over $ 300,000 each year (Gabriel and Bitsch, 2019).
It may rise competition in the economic sector by
increasing production and decreasing prices. It may
also bring new and unique insights into the delivery of
goods and services and help small and new markets
that are less profitable and attractive than larger firms
(Saleh, 2021). In this type of businesses, people will
not be forced to work within a given time frame and
thus working hours is flexible, it will be more
appealing to people. Also, since people spend more
time with their family, the balance between work and
life is established and this leads to a higher quality of
work life (Ahmed, 2020). The studies show that with
enhancing development of new technologies,
especially digital technology and cyberspace
expansion , many opportunities for rural jobs have
been created so that 20 percent of the income of
developing countries is obtained from rural jobs (as in:
china and Bangladesh). Rural businesses in terms of
job creation, innovation in product offerings or service
cause a lot of changes in the society and economy of
the country (Falah, 2018). Today, the importance of
rural business development and its critical role in the
development of countries is undeniable. Meanwhile
economic, environmental, social and political changes
around the world pose a serious challenge to the
production and sale of particular products especially in
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small scale production. If rural businesses are to sell
products to the market, they don't have a bargaining
power to determine trade conditions. According to the
statistics of the public census, rural unemployment rate
is increasing. Due to the entrance of rural labors to the
city and creating a variety of problems, the necessity
and importance of creating jobs and paying attention to
the development of rural businesses will be
determined. llam province is one of the border
provinces of Iran which is deprived and less developed
regions of the country with major unemployment
problems and other economic indicators especially
development indicators. According to the latest
statistics published by the Iranian statistical center,
more than 40 percent of llam'’s population lives in rural
areas and this province has more than 400 village
governors or Dehyars. llam's rural areas like other rural
zones of the country face some problems that require
systematic planning in creating jobs and rural
entrepreneurship  to  create  more  sustainable
development (agriculture, industry, services and
tourism). Thus, to achieve the above objectives in the
present study, the factors affecting the development of
rural businesses in llam province have been
investigated. It seems that development of rural
businesses in llam provide the development process of
this province and improve the production and
employment status in rural areas. Literature review of
the present study shows that there has not been any
research on identifying the factors affecting the
development of rural businesses in llam province.
Therefore, this study aims to identify the factors
affecting the development of rural businesses in Ilam
province. (a step toward the development of this
province).

Therefore, the main issue that considered by the
researcher is answering to this fundamental question
that what factors affect the development of rural
businesses?

2. Research Theoretical Literature

Setting up rural business has some advantages. First, it
requires less capital and overhead costs to start the
business. Second, it's easier to organize a business in a
small area where people know each other. However,
infrastructure and equipment are better provided in
urban areas (Megaravalli and Sampagnaro, 2019).
Rural businesses dont need a lot of primary
investment, yet they can be very profitable. Therefore,
it can be a good choice for those who have no high
financial power. As a result, it is a good solution to
reduce the rate of unemployment and providing
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employment opportunities, especially for many
women and young people who are skilled in areas but
unable to find a job in the market (Binz et al, 2018). In
general, rural businesses are not a new phenomenon.
Yet due to the current social and economic changes,
these types of businesses are growing (Stojanova et al,
2022). The villages are full of new and hidden
opportunities like cities. Discovery, creation, and
exploitation of these opportunities and setting up
businesses can bring significant economic benefits to
the villagers (Blankson et al, 2018). Several factors
have been considered for the development of rural
businesses such as information and communication
technology (Saleh et al, 2021), entrepreneurial training
and technical skills (Ahmed, 2020), strategic
innovation (Megaravalli & Sampagnaro, 2019),
branding and family brand (Binz et al, 2018),
sustainable entrepreneurship (\Woodfield et al, 2017).

Nowadays, rural businesses play a major role in the
growth and creation of healthy economic space in the
society and their role has been confirmed in economic
stability. There are various elements and actors that
affect and meanwhile support the development of rural
businesses. One of these actors is the government
which plays an important role in the development of
rural business by devising and implementing
appropriate policies (Gulsia & Sarika, 2023).
Government support of rural businesses can improve
their competitiveness; also governments usually
provide appropriate supportive programs in the early
establishment of rural businesses (Khurana & Sangita,
2022). Rural businesses are faced major challenges at
their early activities; creating a market for selling
products is one of the most important ones (Mousivand
etal., 2022). Marketing capabilities and optimal use of
these capabilities will lead to the development of sales
and improvement of sales performance of rural
businesses (Moumenihelali et al., 2022). Empowering
rural entrepreneurs can lead to creation of new job
opportunities and play a key role in improving
economic and livelinood of rural areas. In order to
empower rural businesses, entrepreneurial activities
should be promoted, the spirit of entrepreneurship
fostered and ultimately an entrepreneurial environment
created (Hajarian et al., 2021). Information and
communication technology have a significant impact
in rural business development. In fact, communication
is considered as a critical element of rural business to
enter the big markets (Leonidou et al., 2020). Several
studies have been conducted in the field of rural jobs
and their development by researchers. In these studies,

the key variables affecting the development of rural
businesses are mentioned. The most recent studies in
this area are reported as follow.

Dahiya et al. (2023), creation of e-cognitive social
capital and communication development have a key
role in the development of businesses in the villages.
Romero-Castro et al. (2023) studies the characteristics
of successful entrepreneurs in rural businesses. The
incentives to create rural businesses include flexibility,
praise of others, be a boss of yourself, caring for
children, having minimal skills, creativity and
innovation. Cavite et al. (2021) pointed out that the
factor that contributes to run a rural business is mainly
the flexibility in lifestyle and work-family life balance.
Though these benefits are more considerable for
women than men. Gorman & Ennis (2022) stated that
community recognition and society needs should be
performed in pre-launch phase of rural businesses, and
individuals should believe in rural products and their
position in the market. If people with strategic
capabilities and entrepreneurial talent in a specific field
do not trained and they don't used communication
technologies, they won't have any achievement.
(Clune & Downey, 2022) developed a successful
model for rural business which investigate family
social capital affects, knowledge capital of
entrepreneurs and external social capital on investment
process by using resource-based view, social capital
and network theories. The results show that family
social capital, which is measured as family support,
leads to preparing to make investment decisions and
has direct and indirect effects on investment. Buratti et
al. (2022) investigated the factors influencing starting
up a successful rural business. The study showed that
three factors including personality and behavioral
criteria (such as creativity and innovation, risk taking,
self - esteem, etc.), cultural and social (prestige and
reputation achievement, knowledge and skills
acquisition, fame, etc.) and governmental factors (legal
and spiritual support, creating an entrepreneurial
culture and promoting entrepreneurial  spirit,
consulting support services, etc.) play a key role in the
success of rural development. Sharifinia (2022)
investigated the obstacles of staring home businesses
in rural areas and indicated that financial obstacles,
market barriers, distribution channels and intermediary
barriers, price obstacles and behavioral and attitudinal
barriers can be considered as the most important
barriers toward starting home businesses in rural home
areas. Lopez et al. (2022) have studied the driving
factors in the development of very small business in
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rural home jobs sector. The result showed that factors
such as entrepreneurial culture, entrepreneurial
capacity and entrepreneurial empowerment are the
most important driving factors in the development of
very small business in rural home jobs. Hansson &
Sok (2021) studied systematic analysis of the factors
affecting the growth of rural businesses and pointed
out that education, experience, communication and
motivation are the most effective factors affecting the
growth of rural businesses. Ganguly et al. (2020)
studied forecasting the development of small and
medium-sized enterprises in rural areas finally, and
found that strategic innovation, entrepreneurial
thinking, futurism and interaction are the most
important factors affecting the growth of rural
enterprises. Carter et al. (2019) in their study showed
that governments played a major role in the success of
rural businesses.

In the empirical background of the present study, there
are limited studies that investigate the effect of several
variables on rural businesses and mostly carried out as
survey research with quantitative  approach.
Furthermore, most of the previous studies have
examined rural businesses in the field of agriculture
and tourism. The present study is exploratory mixed
one and the factors affecting the development of rural
businesses identified through interviews with experts
who were familiar with research topic. The present
research considers broad domains in business and the
presented model provides the development of rural
business in all industries, not just tourism and
agriculture.

3. Research Methodology

The present study is an applied research and a mixed-
method approach (both qualitative and quantitative)
was employed. Furthermore, it seeks to discover and
identify the factors affecting the development of rural
businesses. In qualitative part, the statistical population
of this study includes experts in the field of rural
business (the top rural entrepreneurs, rural business
owners and faculty members of the university) who
have work experience in rural businesses and even
conducted some studies on rural business domain. The
reason for choosing these people is familiarity with
research topic and having work experience in rural
businesses. The selected individuals have at least three
to five years of experience in rural business. Also, the
selected university scholars and researchers are rural
entrepreneurs or at least have deep studies in the field
of rural and entrepreneurship development. In
guantitative phase, the statistical population includes
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120 active rural business owners with more than three
years passed since they have started their business in
Ilam province (according to statistics issued by Ilam
science and Technology Park). In the qualitative
section, 12 experts were selected to reach data
saturation. To select the sample size snowball method
was used. Then, the interviewees were asked to
introduce people who were familiar with research topic
to conduct the next interview. To collect data in the
qualitative phase, semi structured interviews and in
quantitative section researcher-made questionnaire
were applied. In this research, data triangulation were
obtained through sampling with maximum diversity of
people, including genders, educations, jobs, types of
business. In order to evaluate the reliability of the
qualitative section, intercoder reliability (ICR) is
conducted. Since ICR=80 % and this reliability is more
than 60 percent, it can be claimed that the research tool
in the qualitative part is reliable. To examine the
validity of the quantitative phase, the content and face
validity were used. Moreover, to evaluate the
reliability of the tool, Cronbach's alpha coefficient was
used. Since Cronbach's alpha coefficient was 0.87 and
more than 0.70, so reliability in quantitative part is
confirmed. In order to analyze data in the qualitative
part thematic analysis and in quantitative section visual
PLS software were used.

4. Research Findings

In the qualitative phase, the thematic analysis of Braun
and Clarke (2006) was applied. This analysis includes
a continuous process between data sets and code
summary as well as data analysis. The six phases of
thematic analysis, based on the work of Braun and
Clarke (2006) include: (1) familiarization of data:
immersion in the data involves "reading and rereading
of data" effectively to find patterns and meanings. (2)
coding: this phase consists of generated codes for
features of the data appropriate to overarching research
aim whereby a set of initial codes is created to
represent the patterns and meanings in the data. (3)
searching for themes: this step includes organizing the
codes into relevant themes (4) reviewing the themes:
the fourth stage starts when the researcher creates a set
of main themes and refining the themes, the process
continues until the researcher satisfies that the themes
created a map about the data. (5) defining and naming
themes: itinvolves formulating exactly what we mean
by each theme and figuring out how it helps us
understand the data. By naming themes the researcher
come up with a succinct and easily understandable
name for each theme. (6) reporting of findings: this



Vol.12 Presenting a Model for Rural .../ Taban & et al.

A
JLRI?

stage starts when a researcher has a set of fully
standardized and approved themes.

To conduct a thematic analysis, the first stage is to
identify sub-categories of research. Subsequently, they
are classified into several main categories. After
conducting interviews, selective coding (basic themes)
is extracted. The text of each interview is reviewed
several times and the codes mentioned by interviewees
are identified. Then, the organizing themes are formed.
Organizing themes contains some basic themes that
are semantically associated. In other words, every
organizing theme is composed of several basic themes.

After determining the organizing themes, the
overarching theme (main theme) is revealed. A
number of organizing themes that are semantically in
a more general concept form overarching themes.

In present study, after conducting some interviews and
revising them for several times by using thematic
analysis method, 57 basic themes were extracted. Then
with reorganizing the basic themes, 15 sub-theme
extracted and finally six themes were identified as the
main themes. The results of the qualitative section of
the study are reported in table 1.

Table 1: Thematic analysis result

Row Organizing Theme Overarc_:hing Theme Basic them_e
(Sub-theme) (Main theme) (selective coding)
1 marketing of rural products
2 joint venture and access into the right market
3 communication development development of specialized centers for supporting rural
Strategic communication - businesses
4 taking advantage of modern technology
5 using information and technological capabilities
6 communication technologies improving R & D department
7 proximity to science and technology parks
8 paying bank facilities under favorable conditions
9 government financial support giving easy loans and facilities
10 boosting financial and credit support
11 reducing bureaucracy
12 Effective rules
13 government legal support government policy reduce complexity and remove redundant rules
14 tax exemptions
15 government intervention in market
16 govemment intervention Boosting cultural and educational infrastructure by the
government

17 government incentive policies
18 creativity and innovation
19 to hold training courses
20 individual empowerment previous experience
21 entrepreneurial entrepreneurial motivations
22 empowerment upgrading sales skills
23 appropriate management of rural businesses
24 features and requirements having essential skills to run a business
25 Personal capabilities/ empowerment
26 Changing community attitudes to rural businesses
27 Trust and social belief in rural strategic planning to support rural business by community
28 businesses To gain potential customers trust
29 social acceptance special support_ by society_and reIeve_lnt organizations
30 risk culture in the family
31 establishing a suitable social Family support( both moral and material)
32 position for rural businesses culture of failure
33 Create a positive attitude in society towards rural business
34 . product market adjustment and clarification
35 healthy competition in the competitive intelligence internal markets openness

market - -
36 to compete with other companies
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Row Organizing Theme Overarching Theme Basic theme
(Sub-theme) (Main theme) (selective coding)
37 Create a competitive competition between rural businesses
38 environment between rural collaborative atmosphere between rural businesses
39 businesses dealing with rural business challenges
40 competitive space of business
41 . . supervision on product quality standards
enhancing competitiveness of - - - - -
42 rural businesses paying attention to quality production and its features
43 the attractiveness of products in the market
44 Customer focus
45 strategic bidding
46 . . improving product quality
47 marketing mix easy delivery of ad
48 local market for sale of rural products
49 identifying appropriate business processes
. - workin
0 providing facilities to start . I gooq orking space
51 . marketing capabilities Family collaboration
businesses at homes e

52 Adequate facilities
53 rural business income levels
54 recoanition and special Paying attention to the based on society needs
55 o ha spectal. creating culture of consuming rural goods and products

attention to society needs in — - ;
56 customer satisfaction and meeting customer's needs

rural products - - —

57 consideration of customer orientation

After identifying the basic themes, the organizing and the overarching theme, the network of themes is
presented in figure 1.

marketing
capabilities

entrepreneurial
empowerment

social
acceptance

Development
of rural
businesses

government
policy

strategic
communicatio
n

competitive
intelligence

Figure 1: Rural business development model
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The rural business development model is presented
in the qualitative phase. Then, it was examined at
the scope of present study in quantitative part. The
required data were collected by a researcher-made

questionnaire which was the output of the
qualitative section. The structural model of
research is presented by using PLS software in
figure 2.

marketing

capabilit

ies

entrepreneurial

0.820
(11.465) empowerment
government T
policy |
0.698
0.775 (9.459)
(10.155) -
develop \RSa=0.633
ment
. Strategic
0.625 | communication
(5.094) 0.799

social

acceptance

(10.376)

competitive
intelligence

"‘-..\_‘_‘_‘_._._,_,..-‘

Figure 2. Structural model of research

The GoF has been developed as an overall measure
of model fit. It ranges from 0.0 to 1.0 and the GoF
values close to 1 indicate a good quality of the
model. The amount of GOF in the structural model
of the study is as follows :

GOF =0.8102 x 0.590 =0.69

According to Wetzels, Odekerken-Schroder, and
Van Oppen, three values of 0.01, 0.25, and 0.36

Table 2: Structural

which were known as weak, medium, and strong
values for GOF. According to the results of this
study, the value of the GoF of the model was 0.69,
which indicated good fit of the structural model.
The results of the structural model of the research
regarding to the path coefficient and the significant
number obtained from the structural model of the
research are summarized in table 2.

path analysis results

Main Hypothesis Path coefficient t-value Result
marketing capability development of rural businesses 0/820 11/465 | supported
entrepreneurial empowerment development of rural businesses 0.698 9/459 | supported
Strategic communications development of rural businesses 0/645 9/937 | supported
competitive intelligence development of rural businesses 0/799 10/376 | supported
social acceptance development of rural businesses 0/625 9/094 | supported
government policy development of rural businesses 0/755 10/155 | supported
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As it is observed, since the significant numbers of the
research paths are all abovel/96 and the path
coefficients are all positive, it can be claimed that
identified factors (marketing capabilities,
entrepreneurial empowerment, strategic
communications, competitive intelligence, social
acceptance and government policy) have positive and
significant impact on rural business development in
Ilam province.

5. Discussion and Conclusion

Like cities, the villages are full of new and hidden
opportunities. Exploration and exploitation of these
opportunities as well as creating new and competitive
businesses based on it can bring considerable
economic benefits to the villagers. Although rural
business development is not the only suitable strategy
for economic development of villages, it is less
expensive than other rural strategies and is more
suitable for rural areas. Villagers will achieve their
required goods and services with the development of
rural businesses and this has a great impact on rural
economic growth and migration to cities. The purpose
of this study is to present a model for rural business
development in llam province. To this end, semi-
structured interviews were conducted along with the
experts who were familiar with research topic. Finally,
after conducting interviews and analyzing them by
using thematic analysis method, 57 basic themes were
extracted. Then with reorganizing the basic themes, 15
sub-themes extracted and finally six themes were
identified as the main theme. In response to the main
question of the research, what factors can affect the
development of rural businesses in llam province, six
factors are identified as key contributors to affect the
development of rural businesses: marketing capability,
social acceptance, entrepreneurial empowerment,
strategic communications, competitive intelligence
and government policy. Recognizing these factors and
having strategic planning in order to utilize these
factors as well as strengthen them can act as the driving
forces of rural business development. Since identified
factors are presented from the viewpoint of experts and
owners of rural businesses, paying special attention to
these factors and utilizing them in action plays a key
role in the development of rural business. Each of these
factors is described as follow.

One of the factors that affect the development of rural
businesses is marketing capability. Marketing
principles and tactics can improve the sales
performance of rural businesses. Moreover, it can be a
market for their products. Marketing mix plays a key
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role in rural business success Binz et al. (2018).
Yoshida et al. (2020) also stated that marketing
capabilities are one of the factors determining the
success of the agribusiness. Rural businesses can
improve their performance by using tools and tactics
of marketing mix as well as planning to train their
personnel. Rural businesses can also improve their
sales performance while recognizing and paying
special attention to the society needs in household
products and considering the production of products
based on the needs of society by using marketing
principles and sales. Another factor influencing rural
business development is competitive intelligence. In
present study, competitive intelligence is meant to
improve the competitiveness of businesses and create
a competitive environment between rural businesses.
Saleh et al. (2021) stated that rural business can be able
to complete their knowledge by using information
technology and enhancing information intelligence
and have a good reaction to competitors' strategy. Melo
et al. (2022) also stated that intelligence will promote
sustainable performance in rural businesses. Rural
businesses can focus on the quality and attractiveness
of production products to enhance their
competitiveness. One of the factors affecting the
development of rural business is the government
policy. Blankson et al. (2018) stated that government
policies have a significant impact on the success of
small rural businesses. The government can improve
the rural jobs by paying easy bank loans and facilities
for rural jobs. Another factor influencing rural business
development is entrepreneurial empowerment which
includes personal empowerment and required skills for
rural business management. \WWoodfield et al. (2017) in
their study stated that entrepreneurial empowerment
enhances business ability and improves their
competitiveness. To this end, having minimal skills to
run a successful business is important. Consulting with
experts who have been successful at home based
business also affects the success of rural businesses.
Strategic communication is another factor influencing
the development of home - based businesses. Rural
businesses can be successful by using communication
technologies and new technologies Megaravalli
and Sampagnaro (2019) in their study stated that
strategic communications are the most effective factors
affecting the high growth of home based businesses.
Peng et al., (2022) stated that communication plays a
key role in the market making of rural businesses.
Social acceptance is another factor influencing rural
business development which includes trust and social
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belief in home — based businesses and creating a
suitable social position for rural business. Guzman et
al. (2020) in their study stated that societies and
people’s attitude towards rural business have
significant impact on the sustainability of these
businesses. Bouichou et al .(2021) also stated that rural
businesses can have a fruitful performance by
developing positive attitude toward the importance and
success of rural jobs in families and their supports
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