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ABSTRACT 

The main goal of this study was investigating the feasibility of transform of micro industrial enterprise to 

small and medium enterprises (SMEs) in West Azerbaijan province. This study was a descriptive study 

with survey method. The population of the study included 41 small industrial units in West Azerbaijan 

province. The research instrument was questionnaire that its reliability and validity was confirmed. After 

collecting data, data were analyzed with SPSS software. The results showed that organizational, 

management and environmental-economic factor were explained about 70 percent of micro industrial 

development variance. The result of mean comparison base on export capability and delivery services 

problem showed that there was significant difference in the "low awareness of staff" and the "low quality 

of the product" variables in 99% and 95% level.  
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INTRODUCTION 
Today, industrialization and developments are intimately associated with each other, and sometimes are 

used interchangeably. Industrial development not only supply industrial goods needed for industrial 

development but also increase the efficiency and modernization in other economic sectors. And increased 

innovation, improved management methods and advanced technical skills (Dabbagh, 2009). Micro and 

small scale enterprises have been accepted worldwide as instrument of economic growth and 

development (Small Industries Organization of Iran, 2005; Small Industries Organization of Iran, 2003). 

By starting a wave of industrialization and development, competition for industrial mass production was 

developed. But with the development of new technology, concept of development changed and the new 

concept was try to improve industrial development with small and medium industries (Zamaneh et al., 

2006). Rapid developments in science, technology and economic challenges in social-economic area, 

reduce groundwater reservoirs, increasing poverty and unemployment are the cause of deeper attention by 

policymakers and scholars to develop small businesses (Bazarghan and Farashah, 2004; Marnani et al., 

2007; Beck et al., 2005).  

In South Africa 39 % SME contributes 24 % of GDP. In Bangladesh, around 90 % of the units are of this 

sector. In Japan SME provides a contribution of a staggering 70 % of employment. In Thailand, of the 

total GDP 38.1 % and of the total employment, 60.7 % are provided by this sector. In china of the total 

exports, 68 % are from SME sector. In china those units which provide employment to around 2000 

workers are known as SME. Less than 300 employed people are known as MICRO institutions (Raiyani, 

2010). The lack of coherent SME development strategies, which take into account the three dimensions of 

enterprise evolution (i.e. start-up, survival and growth) and the different needs of enterprises in their 

various stages of evolution, is another important contributory factor (Anonymous, 2001). 

Especially the process of expansion of these enterprises from micro to small and medium size, make their 

most tangible contribution to economic growth and job creation. Dynamic medium-sized enterprises 

provide a competitive edge in two ways – as leading Sub contractors and as venture firms in their own 

right. They also tend to survive longer than most SMEs and create jobs that yield higher returns, thus 

multiplying their impact on economic growth (Anonymous, 2001; Birch, 1987). In the absence of a 

coherent policy framework for enterprise development, globalization and the opening of domestic 

markets as part of liberalization policies has had an adverse impact on the enterprise structure in many 
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LDCs and other developing countries. In particular, SMEs are being decimated or are continually losing 

ground in terms of their competitiveness. Instead, the microenterprise or survival sector has gained 

prominence (Anonymous, 2001; Anonymous, 2012).  

In large industries, layers to express resistance are complex and prevent new formations that surround 

their organizational structures and strengths of small firm's lies in their less bureaucracy. The second 

thing that is often neglected is that, many of the advances in technology are from accuracy of all parts, 

small components, materials and technologies. However, because the use and sale of such small 

improvements, it is not economically justifiable for giant industrial corporations, remain unused. The 

third feature is that a small organization and control due to the direct connection between the challenges 

and encourage employees takes place more easily and individually to increase productivity (Shcerer, 

1998).  

Micro industries are more than 98% of the industrial units and more than 50% of workers in the country. 

In 2011 there were 1500000 active firms in 69000 categories in the country. A total of 761 thousand units 

are operating in distributive field, 382 thousand units are operating in professional and technical services 

field and 377 thousand units are operating in manufacturing trade fields (Small Industries Organization of 

Iran, 2005; Small Industries Organization of Iran, 2003). If we accept that condition to achieve economic 

development is industrial development, then the question is: what type of industrial development strategy 

for country's industrial development should be considered? That is a place of contemplation and study.  

Prior Studies 

According the economists different factors affect on the role of small industries in the development of the 

countries. Small and medium industries affect at least on four aspects of global economy: 

Entrepreneurship, innovation and technological change, industry dynamics and job creation (Karimi and 

Sagheb, 2012; Unido, 2003). Vaona et al., (2008) in their survey on relationship between innovation and 

firm size, believe that micro enterprise has more power in innovation strategy and provide new or 

improved products. And in large firm's innovation strategy is market focus with higher capacity. Also the 

micro firm's innovation depends on their flexibility. In Rapp and Bruch view small and medium industries 

with producing cheap goods can sell their products to the world and take advantage of their (Rosenberg, 

1982; Pilat and Lee, 2001). Rosenberg (1982) believes that small industries have vital role in 

development of indigenous technology. It means that native and appropriate technology is possible when 

there is relationship between supplier and manufacturer of technologies.  

Small businesses because of low costs and limit machinery capacity are more flexible and this allows 

them to grow a new technique and using advanced technology. Competitiveness of the small and medium 

industries due to its lower prices is and low cost of research and development (R & D) is more than 

similar products (Gubert and Roubaudb, 2011; Little et al., 1987). These industrial units often rely on 

internal resources and the various aspects of economic, political and cultural factors. These industrial 

units importance is because participation in all aspects of economic, political and cultural cooperation, 

employment creation, export development, economic stability, investment and the market price.  

The purpose of this article was feasibility study of expansion micro industrial enterprise to small and 

medium enterprises (SMEs) in West Azerbaijan Province. To achieve this goal there are some questions: 

What is the status of our economic structure? And how is its contribution to the industrial development of 

the country? What are the problems for the development of these industries? What is the role of unions 

and community development activities for micro industries? What are the exporting problems of 

industrial products and services? And finally, what factors affect on the development of these enterprises 

in West Azerbaijan province.  

 

MATERIALS AND METHODS 

Methodology 

This study was quantitative and applied research that conducted through descriptive -survey method. 

Questionnaire (that developed by researchers base on literature rearview) and interview consisted the 

means for data gathering. Questionnaire validity confirmed by content validity method with a panel of 
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experts and its reliability confirmed by implication of pilot test and calculation of Cronbach's alpha 

coefficient (0.96).  

The population of the study included 41 prominent (Micro industrial units (1 to 9 employees) that are 

different amounts of capital, labor and production capacity or cash flow growth as vital components of the 

economy (their role is more than 17percent of the total GDP of the country)) micro industrial units in 

West Azerbaijan province.  

Industry groups are the main groups: food, beverages and tobacco, textile, clothing and leather, wood and 

wood products, paper industry, paper, printing and binding, chemical industry, petroleum and 

petrochemicals, basic metals industries, Industrial Machinery and metal products. After collecting data, 

data were analyzed with SPSS software. 

 

RESULTS AND DISCUSSION 

Findings 

The results of descriptive statistics showed that micro industrial unit's history in average was 13 years. 

Also these units were active in average with 4 people. The most of graduate had primary (39%) education 

and also under diploma (39%) education. An interesting result in this section of the finding is that none of 

the staff have college degree.  

The results of the sales and marketing activities of these units showed that the majority of industrial 

products are made to order (over 63%). The results of the distribution of micro industrial enterprises 

according to expansion showed that 85.4% (35 companies) interest in small size and 14.6% of interest is 

in medium size (table1).  

This result seems reasonable, after several years of activity and sustainability they will achieve to medium 

size. And the numbers, who are primarily interested in developing at medium size of development, have 

better economic conditions.  

 

Table 1: Frequency of respondent base on number of employees 

Interest to expansion Frequency Percent Cumulative percent 

Micro to small 35 85.4 85.4 

Micro to medium 6 14.6 100 

 

The results of the frequency distribution of industrial units based on performance and labor productivity 

showed that 44% of respondent believe that traditional labor are efficient and only 7% believe that 

academic workforce are efficient. This result is consistent with the findings in Table 2; none of the 

respondents in this study have been used from academic workforce. These findings can be interpreted 

such that the university graduates are not willing to offer their skills in small industries or with employ 

these graduates the industries were expand to larger level or size. 

 

Table 2: Frequency of micro industrial enterprise base on Supply of labor 

Kind of recruitment and Education of the 

labor force 

 Frequency Percent Cumulative percent 

Recruitment and training of unskilled labor 27 65.9 65.9 

Hire family, etc 5 12.2 78 

Recruitment trained vocational people 7 17.1 95.1 

Trained labor force in free schools 1 2.4 97.6 

Recruitment university graduates 1 2.4 100 

 

In order to identify the main problems that affect on development industrial enterprises 15 important 

items were selected and respondent were asked to prioritize them. Using coefficient variation as indicator 

showed that high banking interest (0.29) and downswing (0.31) are the most important factor that affect 

on development of micro enterprise development. Table 3 illustrates the perception of respondents. 
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Table 3: Ranking problem of development micro industrial enterprises 

Impact on development  

Variable  

Current problems 

C.V S.D Mean rank C.V S.D Mean rank 

0.49 1.34 2.73 Seasonality of production 0.46 1.28 2.75 

0.54 1.09 2 Seasonality of labor 0.48 1.09 2.24 

0.34 1.02 2.95 High cost of labor 0.35 1.12 3.19 

0.63 1.49 2.34 Lack of vocational training centers 0.59 1.27 2.14 

0.31 1.11 3.56 Downswing 0.27 1.05 3.87 

0.29 1.17 3.92 High banking interest 0.36 1.24 3.39 

0.34 1.22 3.53 Labor and Employment Law 0.39 1.21 3.07 

0.44 1.14 3.17 Insurance 0.35 1.19 3.31 

0.33 1.15 3.39 Tax  0.34 1.22 3.56 

0.49 1.45 2.92 Obtaining license 0.57 1.49 2.58 

0.46 1.44 3.09 Customs 0.43 1.28 2.9 

0.63 0.97 1.53 Banking Laws 0.64 1.11 1.73 

0.62 0.92 1.48 Environment 0.62 0.89 1.43 

1.22 1.33 1.09 Login discriminate and illegal goods 0.67 1.21 1.78 

0.57 1.44 2 Poor management 0.57 1.01 1.75 

 

 The result of prioritize the export capabilities, products and delivery services in micro industrial 

enterprises showed that the energy securance such as oil and gas, strong competition and high costs of 

customs have influence on export and current problems (table 4). 

 

Table 4: Prioritize problems of exporting industrial products and services delivery 

Influence on export  

Variable 

Current problem 

C.V S.D Mean 

rank 

C.V S.D Mean 

rank 

0.28 1.11 3.58 The lack of support for exporters 0.21 0.81 3.7 

0.30 1.19 3.85 The high cost of customs 0.24 0.94 3.9 

0.28 1.11 3.95 Instability rules 0.24 0.93 3.78 

0.21 0.87 3.97 Low awareness of Member 0.25 0.92 3.56 

3.87 0.92 3.87 Low quality of goods 0.26 0.92 3.41 

0.27 1.07 3.87 strong competitors 0.36 1.15 3.14 

0.33 1.16 3.46 Problem of Supply energy  0.39 1.2 3.04 

 

Factor Analysis 

Table 7 shows the grouping, arrived at by using ordinal factor analysis, of the factors into three latent 

variables, namely organizational, management and environment-economic context. The basic idea of 

factor analysis is to find a set of latent variables that contain the same information. 

 

Table 5: Classification of Factors that Influence the Employment of graduates by Using Ordinal 

Factor Analysis 

Factor Variables Variance by 

Factor 

Organization  
Seasonality of production, Seasonality of labor, Labor and Employment, 

Law, Insurance, Tax, High cost of labor,.Downswing 
28.8 

Management  Lack of vocational training centers, Poor management, Obtaining license 21.3 

Environment-

economic 

High interest, Environment, Customs, Banking Laws 
20.4 

Total   70.5 
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As it shows in table 5 these three factors totally determined 70.5 % of total variance of micro industrial 

enterprise development.  

To Comparison the effect of business support industries on respondent tendency to development 

industrial enterprises in small or medium size, the Mann- whitney Test was used. The result showed that 

there is significant difference between Engineering consulting firms, Repair Companies, Suppliers of raw 

materials, Financial Services center, related trade association, Department of Industry, Industrial Estates, 

Department of Commerce effect on development size (table 6).  

 

Table 6: Comparison the Viewpoint of respondent about the micro industrial enterprises Tendency 

to development in small or medium size 

Variable  Mean 

Rank 

Tendency  U Sig. 

Engineering consulting firms 136.63 Small 73 0.04* 

22.79 Medium  

Marketing Companies 18.38 Small 111 0.45 

21.63 Medium  

Repair Companies 11 Small 52 0.00** 

23.42 Medium  

Universities  

 

21.38 Small 129 0.92 

20.92 Medium  

Suppliers of raw materials 8.94 Small 35.5 0.00** 

23.92 Medium  

Financial Services center 12.13 Small 61 0.01* 

23.15 Medium  

Related trade association 11.06 Small 52.5 0.00** 

23.41 Medium  

Department of Industry 12.13 Small 61 0.01* 

23.15 Medium  

Industrial Estates 13.56 Small 72.5 0.03* 

22.80 Medium  

Department of Commerce 14.25 Small 78 0.05* 

22.6 Medium  

*&** significant at 5% & 1% level 

 

Discussion and Suggestion 

The result of study showed that despite high experience of industries, unfortunately employers and 

managers have only basic literacy and their education and technical knowledge is very low. Thus because 

of limitation in financial resources and illiteracy they are not able to use efficient from expert advisory 

services. And they do not access to new innovation and technologies.  

As the ordinal factor analysis showed, the factors were categorized into eight groups, namely 

psychological/cognitive, education, economical, organizational, financial, personal characteristics, 

regulatory, and social, ordered by the magnitude of their impact.  
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Figure 1: Conceptual Framework 

 

The result of problem priorities showed that supply energy and high cost of customs are one of the most 

important problems. Then they face with problem for export industrial products. In this regard a Support 

organization for creating a strong industrial presence in foreign markets is important to decrease risk of 

export.  

Seems to be to increase profit ability and enhance the productivity and competitiveness of small 

industries, the following steps must be done to solve their problems: 

1. Economical data collection from small industries, analyze and disseminate this information. 

2. Economic database in relation to other parts of the country, regional and global (domestic and foreign 

market development for products marketing).  

3. Change the view of officials of small industries and cultural barriers and lack of knowledge about the 

importance of small industries in the country. 

4.  Increase capital and small business finance through bank loans and public supports. 

5.  Strengthening and supporting organizations, such as consulting services, educational institutions, 

economic associations, research centers, associations, employment, and support efforts to attract foreign 

direct investment in the development of industries. 

6.  Adopt and implement policies for dynamic and modern activities of micro industries. Support for 

financial contracts between large and small industries through contractors. 

7.  Adjustment of tax law to the benefit of small and medium industrial activities. 

8.  Education Industry Employers or enhance their relationships with customers and external customers 

through e-commerce. 

9. Development of national and regional programs to introduce products and services of micro industrial 

units. 
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