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Extended Abstract

Introduction: Economic development in recent decades has transformed small and large enterprises into
major actors in industrial societies, increasing the need for agile and effective economic governance.
Traditional and complex governance structures may create institutional barriers to economic activity and
contribute to adverse social consequences, including rent-seeking and the erosion of social capital. From
an industrial sociology perspective, this study aimed to develop an innovative governance model for
improving the business environment and examine how redefining the government as a facilitating actor can
reduce institutional barriers and strengthen relations between public and private-sector actors.

Method: This qualitative study employed a grounded-theory approach. Eight entreprencurs from small and
medium-sized enterprises (SMEs) in Kermanshah Province were selected through purposive and snowball
sampling until theoretical saturation was achieved. Data were collected through semi-structured interviews
and analyzed using open, axial, and selective coding with the assistance of MAXQDA software. The
trustworthiness of the findings was assessed based on the Lincoln and Guba criteria. The analysis resulted
in 71 concepts and 15 categories, which were integrated into the paradigm model of Strauss and Corbin.
Findings: The findings identified legislative reform, market-oriented economic infrastructure, and
technological infrastructure empowerment as the main causal conditions for innovative governance.
Contextual conditions included cultural and social factors; economic, institutional, and market structures;
and physical, digital, and geographical infrastructures. Intervening conditions comprised the political and
international macro-environment; economic, financial, and market conditions; and the social, cultural, and
technological environment. The proposed strategies included structural, administrative, and legal reforms;
financial, tax, and market-support measures; and strategies for empowerment, innovation, and
infrastructure development. The resulting outcomes were categorized into economic and market
development, institutional governance, and social and technological outcomes.

Conclusion: The findings indicate that successful enterprise development in contemporary industrial
societies requires an innovative governance framework that addresses institutional, economic,
technological, and social conditions simultaneously. Such governance can strengthen social capital and
improve interaction between public institutions and the private sector by facilitating rather than excessively
controlling economic activity. The model also provides a framework for addressing rent-seeking
opportunities, supporting the industrial middle class, and creating conditions that may contribute to
retaining skilled human resources. Beyond diagnosing structural barriers, the proposed model offers a
practical framework for policymakers to coordinate reforms, infrastructure, financial and market support,
and innovation-oriented strategies. By integrating causal, contextual, and intervening conditions,
innovative governance can contribute to improved business environments and more sustainable economic
and social development.
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