Journal of Management, Education and Development in Digital Age

Submission Date: 2026-03-25 Revision Date: 2026-07-23 Accept Date: 2026-07-30 Initial Publish Date: 2026-08-11 Final Publish Date: 2027-08-23

Designing a Participatory Governance Framework for Home-Based
Business Financing: A Case Study of Mehr Iran Qard al-Hasan
Bank in Sanandaj

1. Mahdi Shahbazi®: Ph.D. Student, Department of Public Administration, Qa.C., Islamic Azad University, Qazvin, Iran
2. Freydoun Ahmadi®*: Associate Professor, Department of Public Administration, Payame Noor University, Tehran, Iran

3. Hamed Rahmani®: Associate Professor, Department of Public Administration, Qa.C., Islamic Azad University, Qazvin, Iran

*Corresponding Author’s Email Address: freyedon@pnu.ac.ir

Abstract:

This study aimed to develop a contextualized, multilevel framework for participatory governance in home-based business financing based
on the experiences of key stakeholders of Mehr Iran Qard al-Hasan Bank in Sanandaj. This qualitative study employed a hermeneutic
phenomenological approach. The participants comprised 30 stakeholders from five groups, including home-based business applicants and
operators, bank employees, facilitators and managers of nongovernmental organizations, university academics, and policymakers. They were
selected through purposive maximum-variation sampling, which continued until theoretical saturation was achieved. Data were collected
through in-depth semi-structured interviews and analyzed using thematic analysis at descriptive, interpretive, and integrative levels.
Credibility and trustworthiness were enhanced through member checking, data triangulation, peer review, reflexive note-taking, and
theoretical saturation. The analytical process generated 127 initial codes, 24 axial codes, and seven principal categories. The findings
indicated that transparency and distributive justice constituted the most fundamental classical principles of governance in home-based
business financing. Continuous monitoring, facilitation of administrative and collateral procedures, specialized training and counseling,
establishment of sustainable sales networks, and equitable distribution of risks and benefits emerged as the principal determinants of
successful financing partnerships. Governance barriers were organized into three interconnected levels: macro-level economic instability and
complex regulations; meso-level institutional fragmentation, rent-seeking, and humiliating banking procedures; and micro-level historical
distrust, diminished self-confidence, and existential passivity. Four novel governance dimensions were also identified: procedural justice,
healing governance, institutional agility, and existential eligibility assessment. The proposed causal model suggested that macro-level
constraints operate through ineffective meso-level institutions, intensify applicants’ existential wounds, and ultimately increase the likelihood
of business failure. Effective governance of home-based business financing requires moving beyond narrowly financial and administrative
approaches toward a participatory, human-centered, and multilevel framework. Such a framework should simultaneously ensure
transparency, equitable resource allocation, institutional responsiveness, respectful treatment, trust restoration, and assessment of applicants’
psychological, motivational, and meaning-related readiness.
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Extended Summary

Introduction

Home-based businesses have become an increasingly important component of contemporary labor markets, local
entrepreneurship, household income generation, and inclusive economic development. They encompass a broad range of
productive and service-oriented activities carried out primarily within the place of residence, including traditional occupations,
handicrafts, food production, educational services, consulting, online retailing, and technology-based work. The expansion of

digital communication, electronic commerce, remote service delivery, and low-cost access to wider markets has substantially
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altered the traditional separation between home and workplace. In this context, the home is no longer merely a private
residential space but may also function as a site of production, innovation, self-employment, and business formation (Dewlly,
2008). Recent scholarship has accordingly treated home-based work as part of a broader transformation in urban economies,
employment patterns, lifestyle preferences, and knowledge-based production (Zenkteler et al., 2022). A systematic review of
two decades of research similarly indicates that home-based businesses are associated with technological change, flexible
working arrangements, reduced start-up costs, women’s economic participation, and the growing preference for occupational
autonomy (Malik et al., 2024).

The attractiveness of home-based businesses is partly related to their relatively limited requirements for physical space,
initial capital, transportation, and formal organizational infrastructure. Such businesses may facilitate a more flexible
relationship between occupational and family responsibilities and can provide entry opportunities for individuals who face
barriers in formal labor markets. Evidence from the United Kingdom has shown that many home-based businesses remain
statistically and institutionally less visible than conventional enterprises despite their contribution to employment and local
economic activity (Mason et al., 2011). The formation of such businesses is also frequently linked to everyday life events,
household constraints, personal transitions, and gradually recognized opportunities rather than to a fully formalized
entrepreneurial plan (Vorley & Rodgers, 2014). Home-based work may further improve perceived flexibility, work—life balance,
job satisfaction, and control over working conditions (Morganson et al., 2010). International experiences, including the growth
of home-based entrepreneurship in Singapore, also demonstrate the increasing tendency of individuals to replace conventional
office-centered employment with independent and flexible business models (Salim, 2017).

Home-based enterprises are particularly significant for women, who may experience constraints arising from caregiving
responsibilities, limited access to formal employment, sociocultural expectations, restricted mobility, and insufficient financial
resources. Under such conditions, a home-based business can provide a pathway toward income generation, occupational
participation, and greater economic independence (Walker & Webster, 2004). Nevertheless, women entrepreneurs in
developing economies continue to confront obstacles such as restricted access to credit, inadequate training, limited business
networks, weak institutional support, and gender-related inequalities (Gashi et al., 2022). Iranian studies have similarly
emphasized that the success of women’s home-based businesses requires an integrated combination of financial assistance,
capacity building, market access, networking, and institutional facilitation (Abi, 2025). More generally, entrepreneurship and
home-based business development can contribute to household productivity and sustainable employment only when financial
support is accompanied by appropriate educational, managerial, and motivational interventions (Amini & Ghanbari, 2025).

In Iran, home-based businesses have gained particular relevance because of unemployment, limited formal employment
opportunities, uneven regional development, and the need to create accessible forms of local economic participation.
Comparative evidence suggests that these businesses can support national employment policies, although their sustainability
depends on access to information, training, social networks, suitable financing mechanisms, and stable markets (Parchami &
Jalali, 2019). Research on rural and agricultural home-based entrepreneurship has also identified the business environment,
previous experience, knowledge management, personal characteristics, governmental support, and managerial skills as
influential factors, while economic, informational, marketing, and household-related barriers can impede development (Izadi
et al., 2016). Structural analysis of Iranian home-based businesses has further highlighted the importance of development

institutions, associations, networking, clustering, training, financial facilitation, digital support, and spatial infrastructure
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(Marvati et al., 2024). These findings indicate that the provision of credit alone cannot guarantee business survival. Many
recipients continue to face weak market access, inadequate consultation, administrative complexity, repayment pressure, and
insufficient coordination among banks, governmental agencies, nongovernmental organizations, and local facilitators.

The sustainability of home-based businesses therefore depends on more than short-term financial survival. Sustainable
businesses must be capable of maintaining operations, adapting to crises, learning from changing conditions, and protecting
their future capacity while meeting immediate financial needs. Business sustainability during periods of crisis is closely linked
to flexibility, organizational learning, adaptive capacity, and supportive networks (Hamsal & Ichsan, 2021). Social
entrepreneurship research likewise suggests that economic activity in developing environments is shaped by interacting social,
institutional, and environmental forces and cannot be explained solely through market-based reasoning (Arend, 2020). In
unstable economic conditions, financing policies must consequently be accompanied by training, market development,
monitoring, counseling, and institutional responsiveness.

Governance provides a useful framework for understanding these interdependencies. Good governance is generally
associated with transparency, accountability, participation, distributive justice, effectiveness, rule of law, regulatory quality,
and control of corruption. In the business environment, governance quality determines whether regulations are understandable,
predictable, enforceable, and supportive of entrepreneurial activity. Effective governance can reduce administrative barriers,
improve trust, facilitate business formalization, and create a more enabling environment for enterprise development (Ndukwe
& Allison, 2021). In Iran, regulatory quality and governmental effectiveness have also been identified as major elements of
good governance in facilitating the business environment (Kiani et al., 2023). Participation is particularly important because
policies designed without the involvement of applicants, local institutions, and implementing actors often become disconnected
from practical realities. Participatory governance can strengthen legitimacy, improve policy implementation, and distribute
responsibility among institutions and stakeholders (Abdelaziz, 2021).

Government and financial institutions also have social and developmental responsibilities in creating equitable access to
economic opportunities. Public authorities can promote responsible institutional conduct through transparent regulations,
incentives, infrastructure development, and support for collaborative arrangements among banks, civil society, and citizens
(Wirba, 2024). Corporate and organizational governance contributes to business sustainability when transparency,
accountability, stakeholder interests, and adaptive decision-making are institutionalized (Gutterman, 2023). Similarly, positive
attitudes toward the business environment and the development of social capital depend on effective communication, learning,
and information-sharing infrastructures (Safari et al., 2019). However, the Iranian business governance system still faces
fragmented institutional relations, weak policy transfer, overlapping responsibilities, and insufficient coordination among
relevant organizations (Mohammadian & Rahimi, 2024). Research on agricultural business sustainability has likewise
demonstrated the importance of regulatory quality, accountability, effectiveness, rule of law, and corruption control (Salarinia
etal., 2025), while sustainable development literature emphasizes that governance must simultaneously integrate effectiveness,
justice, and participation (Dhaoui, 2019). Against this background, the present study sought to design a participatory
governance framework for home-based business financing based on the lived experiences of stakeholders of Mehr Iran Qard
al-Hasan Bank in Sanandaj.

Materials and Methods
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This qualitative study was conducted using a hermeneutic phenomenological approach. The participants consisted of 30
stakeholders selected through purposive maximum-variation sampling. They included 16 home-based business applicants and
producers, seven employees of Mehr Iran Qard al-Hasan Bank and other banks, three facilitators and managers of
nongovernmental organizations, and four university academics and policymakers. Variation in age, professional background,
organizational affiliation, and stakeholder role was considered to obtain diverse and contrasting experiences. Theoretical
saturation was reached after the twenty-sixth interview, although four additional interviews were conducted to ensure data
sufficiency.

Data were collected through in-depth semi-structured interviews lasting approximately 45 to 90 minutes. The interview
guide included 15 main and supplementary questions addressing transparency, accountability, distributive and procedural
justice, participation, institutional responsiveness, monitoring, barriers, success factors, and stakeholders’ experiences of
financing procedures. All interviews were recorded with informed consent, transcribed verbatim, and returned to participants
for confirmation where necessary.

The data were analyzed through thematic analysis at three levels. At the descriptive level, the interview transcripts were
coded line by line and initial concepts were identified. At the interpretive level, related codes were compared, integrated, and
organized into axial codes and broader categories. At the integrative level, the principal categories were connected to construct
the final conceptual framework. Trustworthiness was strengthened through member checking, data triangulation across five
stakeholder groups, peer review, reflexive notes, and continued sampling until saturation.

Findings

The analysis generated 127 initial codes, 24 axial codes, and seven principal categories. Among the classical principles of
governance, transparency was the most frequently emphasized principle, reported by 26 participants, equivalent to 87%.
Distributive justice ranked second and was identified by 24 participants, or 80%. Accountability was reported by 22
participants, or 73%, followed by participation with 67%, continuous monitoring with 60%, rule of law with 53%, and
efficiency and effectiveness with 47%.

The participants proposed governance assessment indicators in three groups. Outcome-oriented indicators received the
greatest emphasis, with a relative frequency of 80%, and included the three-year survival rate of home-based businesses, annual
income growth, successful loan repayment, and stakeholder satisfaction. Process indicators, with a frequency of 73%, included
public participation in planning, response time, consultation sessions, and the level of disclosed information. Institutional
indicators, with a frequency of 67%, included interorganizational cooperation, independent monitoring mechanisms, reduction
of prolonged bureaucracy, and the capacity to revise ineffective regulations rapidly.

Five key success factors were identified. Continuous monitoring and performance evaluation ranked first and was mentioned
by 28 participants, or 93%. This factor included assessment before, during, and after loan payment, periodic site visits, and
technical and economic evaluation. Administrative and collateral facilitation ranked second, with 87%, and included reducing
bureaucracy, accepting alternative guarantees, and simplifying collateral requirements. Specialized training and counseling
were reported by 83% of the participants and involved technical, managerial, financial, marketing, and confidence-building
support. Sustainable market and sales networks were emphasized by 77% and included online marketing, sales guarantees, and
collaboration with digital platforms. Equitable distribution of risks and benefits was mentioned by 70% and included applicants’

financial contribution, shared funds, and balanced risk allocation.
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The barriers were classified into macro, meso, and micro levels. Macro-level barriers, identified by 53% of participants,
included inflation, economic instability, restrictive regulations, and frequent regulatory changes. Meso-level barriers had the
highest frequency, at 73%, and included weak performance of some nongovernmental organizations, humiliating banking
procedures, lack of institutional coordination, favoritism, and rent-seeking. Micro-level barriers, reported by 67%, included
historical distrust, existential passivity, low self-confidence, insufficient skills, and the psychological consequences of repeated
institutional rejection.

Four novel governance dimensions emerged from the qualitative data. Procedural justice, reported by 77% of participants,
referred to consistent rules, behavior, and decision-making processes across all branches and for all applicants. Healing
governance, identified by 73%, referred to institutional actions intended to restore dignity, trust, and self-confidence through
respectful, empathetic, and stable interactions. Institutional agility, emphasized by 53%, referred to the capacity of
organizations to revise procedures and regulations rapidly in response to economic and environmental changes. Existential
eligibility assessment, identified by 60%, referred to evaluating applicants’ motivation, commitment, psychological readiness,
self-confidence, and meaningful engagement with the proposed business in addition to conventional financial criteria.

The resulting three-level causal model indicated that macro-level instability and complex regulations weaken meso-level
institutions. Meso-level institutional dysfunction, in turn, intensifies applicants’ distrust, humiliation, and loss of confidence at
the micro level. These accumulated effects increase the likelihood of business failure, even when financial resources are initially
provided.

Discussion and Conclusion

The findings demonstrate that effective governance of home-based business financing requires a shift from a narrowly
financial and administrative model toward a participatory, multilevel, and human-centered framework. Transparency and
distributive justice emerged as the most important classical principles because stakeholders primarily experienced governance
through access to information, fairness of resource allocation, and consistency of institutional behavior. Trust cannot be created
through formal regulations alone when applicants encounter unclear criteria, inconsistent branch practices, or unequal
treatment.

The priority given to continuous monitoring also indicates that stakeholders do not interpret monitoring solely as financial
control. They expect it to function as developmental support that can identify technical, managerial, and market-related
problems before they result in business failure. Similarly, administrative facilitation, alternative guarantees, training, and
market development were perceived as essential components of financing rather than optional supplementary services. A loan
may increase financial pressure when it is not accompanied by skills, counseling, market access, and adaptive follow-up.

The three-level classification of barriers shows that failure should not be attributed exclusively to applicants. Individual
weakness or lack of skill may be partly produced or intensified by unstable economic conditions and ineffective institutional
interactions. Macro-level inflation and regulatory volatility constrain institutional performance, while meso-level bureaucracy,
fragmentation, and disrespectful behavior weaken motivation and trust at the micro level. Therefore, successful reform requires
simultaneous intervention at all three levels.

The four newly identified dimensions broaden the conventional understanding of governance. Procedural justice emphasizes
that fair outcomes are insufficient when institutional processes remain inconsistent or discriminatory. Healing governance
highlights the developmental importance of preserving dignity and restoring trust among applicants who may have experienced

repeated exclusion or failure. Institutional agility recognizes that rigid procedures are unsuitable for volatile economic
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environments. Existential eligibility assessment suggests that applicants should not be evaluated solely according to collateral
and repayment capacity but also in terms of commitment, motivation, readiness, and capacity to sustain meaningful engagement
with the business.

In conclusion, the proposed framework integrates classical principles of transparency, accountability, participation,
distributive justice, rule of law, and effectiveness with procedural justice, healing governance, institutional agility, and
existential eligibility assessment. Its practical logic extends from applicant identification and fair assessment to financing,
training, monitoring, market connection, and post-financing support. Such a framework can transform microfinance from a
one-time credit transaction into a coordinated developmental process designed to increase business survival, strengthen

institutional trust, preserve applicants’ dignity, and support sustainable home-based employment.
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