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Abstract 

Access to financial resources is considered to be the most constraining feature for small and 

medium enterprises (SMEs). Many researchers describe networking as an essential factor for 

accessing a bank loan as SMEs seek to access to resources for development. Thus, the objective 

of this paper is, describe the network impact on accessing a bank loan in Iran and Sweden as well 

as the similarities and differences in the Iranian and Swedish lending process. Lack of literature 

in this field was the main reason for choosing one developed and one developing country. Based 

on the theory which is developed by the author, the impact of networking on accessing a bank 

loan is examining.  

Multiple case studies were implemented to gather the necessary information. By interviewing 

personnel in eight banks in Iran and Sweden and eight SMEs in both countries, this study was 

conducted. The results reveal that social and official networking could provide easier access to a 

bank loan in both countries. In addition, only in Sweden would networking with a manager of 

customer influence the outcome. Further, the results indicate that the principle of the lending 

process is the same in both countries. The main differences in the lending process are included 

the interest rate, the number of decision makers and supporting different sectors.  
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1. Introduction 

_____________________________________________________________________________________ 

 The research area of this study, problem discussion, purpose of the research and research 

question will be presented in this chapter.   

______________________________________________________________________________ 

1.1 Background 

Currently, Small and Medium-sized enterprises (SMEs) are more and more active in 

international markets (Bonaccorsi, 1992; Haahti, Hell & Donckels, 1998). According to Ayyagri, 

Beck and Demirguc-Kunt (2007) SMEs comprise almost 60% of manufacturing employment. 

SMEs form a large part of private sectors in many developed and developing countries. Thus, 

SMEs are a significant source of creating innovation, value added, employment and economic 

growth (Roman & Rusu Valentina, 2011). However the operation of SMEs is not the same in 

developed and developing countries (Beck & Demirguc-Kunt, 2006). Challenges and 

opportunities that SMEs face differed amongst the countries (United Nation Conference in trade 

and development, 2001).  

Besides, there is no difference in business drivers for small and medium-sized firms compared to 

large ones. Managing the operational activities, determining customer requirements, identifying 

suppliers, services and market goods and considering the impact of competitors’ actions is 

needed for SMEs as well as large firms. Therefore, information and knowledge is as essential to 

SMEs as to larger firms (Levy & Powell, 2004). On the other hand, SMEs and large firms are 

different in terms of independence, ownership and scale/scope of operations. SMEs are also 

limited in financial, human and information resources (Coviello & Martin, 1999).    

One of the essential factors for SMEs in order to run the business and survive in the market is the 

financial factor. The financing of SMEs has been a subject of great interest to many researchers 

as well as policy makers (Ayyagri et al., 2007; Beck & Demirguc-Kunt, 2006). Providing the 

financial resources for SMEs is considered to be a great obstacle compared with large firms 

(Schiffer & Weder, 2001; Valverde, Fernandez & Udell, 2009).      
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There are several ways for SMEs to provide their required financial resources; bank financing is 

for instance, one of them. The issue of bank financing is more challenging for SMEs than large 

firms in order to have access to affordable credit for a reasonable period, as SMEs are more 

dependent on the bank (Valverde, Fernandez & Udell, 2009; Tagoe, Nyarko & Anuwa-Amarh, 

2005). For those SMEs that are willing to expand, bank loan is considered as a significant 

opportunity to take advantage of (Riding & Haines, 2001). However, the general perception is 

that banks (especially the large ones) are not interested in financing SMEs, due to them seeing 

them as high risk customers (Le, Venkatesh & Nguyen, 2006). This is because some SMEs are 

not able to pay back their debt (Riding and Haines, 2001). On the other hand, SMEs with a good 

reputation in the market, reliable business data and effective market institution and infrastructure 

are facing less difficulty in order to obtain financing. However, for those SMEs which do not 

have these factors, getting the needed loan from the bank is more challenging (Dorin & Ligia, 

2008).Therefore, networking could give the SMEs an advantage in order to access a bank loan 

by increasing the firms’ legitimacy (Ngoc & Nguyen, 2009; Sirec & Bradac, 2009). Indeed, 

banks do not operate in the same way in developed and developing countries. For instance, in 

developing countries, banks are not willing to be exposed to SMEs (Beck & Demirguc-kunt, 

2006). In this case, it is interesting to see how networking can have an influence in order to 

provide the needed loan for SMEs by banks.              

1.2 Problem discussion 

SMEs play a significant role in the development of a number of countries in terms of their 

contribution to GDP (gross domestic product) and creation of employment opportunities in both 

developed and developing countries. However, the way that they act differed amongst the 

countries. Securing finance, lack of innovation, insufficient access to finance and technological 

capabilities are the major constraints that SMEs face (Pandya, 2012). However, access to 

financial resources is still more challenging in developing countries than developed ones (United 

Nations conference in trade and development, 2001). Therefore, SMEs in different countries 

have different perceptions and challenges regarding providing financial resources (especially 

bank loan).    

Moreover, as is mentioned above, the way that banks operate is different in different countries 

which means having different perspectives regarding services to SMEs. Although, in the 
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traditional perspective, banks have been reluctant to provide services for SMEs, due to a number 

of reasons such as,  high-risk borrowers, inadequate financial statements or low capitalization, 

but with the help of advances in information technology, lots of banks, particularly in developed 

countries, are putting in some effort in order to reach SMEs customers. Thus, the way that banks 

get financial rights to SMEs could be different, depending on the country (United Nations 

conference in trade and development, 2001). Besides, networking could be a key factor which 

makes it easier to have an access to the bank loan in both developed and developing countries.   

Since the majority of studies in this field only focus on developed countries and there has not 

been many studies done that compared developed with developing countries, the contribution of 

this paper is to compare developed and developing countries.  

While scientific literature and theory only address a part of reality, it is significant to supplement 

this with the knowledge from real cases (Gumesson, 2002). This means by integrating this type 

of knowledge with research, greater dynamic development can be reached.   

In light of the above discussion, the following section describes the impact of networking on 

getting bank loans by SMEs in both developed and developing countries.        

1.3 Purpose:   

The purpose of this study is to describe and analyze the importance of network impact on 

accessing a bank loan (Iran and Sweden) as well as the similarities and differences between the 

Iranian and Swedish lending process. Thus, the aim of this thesis is to contribute to the 

understanding of the network impact by viewing the differences and similarities between Iranian 

and Swedish banking system.  

1.4 Research Question: 

The questions that this paper is willing to answer are:  

How can SMEs take advantage of networking to gain a bank loan in Iran (developing) and 

Sweden (developed)? 

What are the similarities and differences in the lending process between Iran (developing) and 

Sweden (developed)? 
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1.5 Organizing of this study 

This study is divided into six chapters, introduction, previous research and theory, methodology, 

empirical data, analysis, conclusion, recommendation, limitation and further research. The 

background of the subject, problem discussion, paper’s purpose and research question are 

included in the introduction part. In the previous research and theory, the previous researchers’ 

opinion about the subject has been considered and the theory model is presented. The way that 

this study was conducted, is explained in the methodology. The information from interviews is 

presented in the empirical data. In the analysis and conclusion chapters, the result from this study 

is indicated and the research question is answered.        
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2. Previous research and Theory 

_____________________________________________________________________________________ 

This chapter contains the previous research considering SMEs definition and the bank loan 

process and bank system in Iran and Sweden, also the influence of networking on accessing a 

bank loan are discussed and the model which is developed by author will be presented.  

______________________________________________________________________________ 

The financing of SMEs (small and medium size enterprises) has been a subject of great interest 

for many years, as SMEs play a significant role around the word (Beck, Demirguc-Kunt & Peria, 

2008). A healthy and growing SME sector is perceived to be essential for economic development 

and sustainable competitive advantage at local, regional and national levels (Porter, 2006). 

However, the absence of adequate financing represents a major hindrance, as SMEs require 

adequate funding at each stage of their life cycle to meet needs. Thus, if the financial structure is 

skewed, an SME’s life is likely to be cut short. In most developed and developing economies, a 

number of SMEs need to access a wide range of financial sources (Javed, Millman & Matlay, 

2006). However, some characteristics of the firms such as the size of the firm, the stage of their 

development and their sector of activity, can have an effect on obtaining financial sources 

(Agrebi, 2009).      

Below, there is some more explanation about SMEs definition, as well as SMEs in the Sweden 

and in Iran in order to gain an insight into the behaviors of domestic entrepreneurs during the 

years of their operation.  

2.1 SMEs definition 

The term SME has a broad spectrum of definitions which varies from country to country. For 

instance, Iran considers SMEs to have fewer than 50 employees (Hassani, Mojaverian & Yasari, 

2012), while in Vietnam, SMEs are defined as having more than 10 and fewer than 300 

employees. Europeans define SMEs with employees less than 250, but in the United States, they 

have defined SMEs as having manpower fewer than 500 employees (Natarajan & Wyrick, 2011). 

According to the World Bank, SMEs are defined as enterprises with a maximum of 300 

employees, 15 million dollars in annual revenue and 15 million dollars in assets (Pandya, 2012).  
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2.2 SMEs in Sweden   

SMEs make a significant contribution to net employment growth and wealth creation in 

developed economies. In addition, smaller firms are considered as key players in innovation, 

wealth generation, industrial restructuring and economic growth (Javed, Millman & Matlay, 

2006). In most industrialized countries, the governments’ trend is to promote entrepreneurial 

growth in areas outside expanding metropolitan districts (Klagge & Martin, 2005; Ratten, 2006 

cited in Berggren & Silver, 2010). The strategy which is used by the Swedish government to 

promote entrepreneurship outside metropolitan areas is to establish universities in regional 

centers, as Sweden has few metropolitan districts and a comparatively large number of cities 

which act as regional centers. The logic behind this approach is that universities could help the 

growth of the local economy through knowledge spillovers from the universities (SVCA, 2008, 

cited in Berggren & Silver, 2010).  

Moreover, firms need secure access to financial resources in order to fulfill their role as creator 

of innovations (Harding and Cowling, 2006). In Sweden, venture of capital firms are mostly 

concentrated in Stockholm and Gothenburg, the two largest metropolitan areas. Indeed, more 

than eighty percent of the members of the SVCA (Swedish Venture Capital Association) have 

their headquarters in these two cities (SVCA, 2008, cited in Berggren & Silver, 2010). 

Commercial banks (also called business banks, which provide services such as basic investment 

product, giving business loans and accepting deposits) are quite evenly distributed in Sweden, 

due to their prevalent local branch networks. Indeed, Banks are considered as the most important 

source of external financing for SMEs in most European countries, including Sweden. However, 

the lending rates that financial institutions and banks charge borrowers can increase due to the 

high risk of inability to repay by borrowers (Beck, 2007). Although many researchers such as 

Binks et al., (2006) describe the relationship between SMEs and banks as problematic, as 

entrepreneurs claim that the banks do not have adequate knowledge in order to help development 

and growth of the firms.         

2.3 SMEs in Iran 

Access to financial sources is ranked as the most constraining feature of the business bank loan 

by small and medium enterprises (SMEs) in many developing economies. The cost of finance is 

rated by over 35 percent of SMEs in developing countries as a major growth constraint.  
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In 1996, many economic variables such as exchange rate and inflation came under the control of 

the Iranian government through the adoption of a contractionary budget control and monetary 

policy. According to the United Nations Industrial Development Organization (2001), micro-

enterprises are involved in 98.4 percent of all business in Iran. However, the absence of a good 

number of medium sized firms which only involves 0.2% of the enterprises is negatively 

influencing Iran’s capability to export. Further, starting a business in Iran is more challenging, 

when compared to many countries due to very lengthy bureaucratic procedures and a lack of 

access to finance. Although oil exports are included as most of the country’s total exports, the 

increasing rate of non-oil exports represent the government’s intention in encouraging industrial 

and non-industrial goods and services. Recently, the government has set up some program in 

order to upgrade productivity and human resource efficiency, reduce governmental monopolies 

and promote competitive economic activities and support small industries by providing facilities 

to investors (United Nations Industrial Development Organization, 2001).     

2.4 Bank loan  

Accessing financial resources can be a critical issue for SMEs, especially in their early years. 

Thus, banks are considered as the main lenders for those SMEs that turn to debt financing (Kang, 

2001). However, the general perception regarding SMEs is that banks are not interested in 

financing SMEs; the aim of the current financial system for SMEs is to facilitate SME access to 

financial resources and to lower the cost of borrowing from banks and other institutions (Kang, 

2001). According to Beck, Demirguc-Kunt and Peria (2008) the profitability perception is the 

most important driver for banks, both in developed and developing countries, to be involved with 

SMEs. However, based on the bank ownership types, some differences arise. For instance, the 

private banks consider the profitability of the segment as the key driver, but government-owned 

banks point to competition between segments as an important driver. While for banks in 

developed countries competition in the SMEs’ segment is considered as the main obstacle, for 

banks in developing countries macroeconomic environment is the top rated obstacle (Beck, 

Demirguc-Kunt & Peria, 2008). 

Moreover, in most of the economic and finance literature, information asymmetry between banks 

and firms is considered as a main challenge for SMEs to access bank financing (Ebben & 

Johnson, 2006; Winborg & Landstrom, 2000). The concept of information asymmetry was first 
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introduced in Akerlof (1970) a paper which relates information asymmetry to trading 

mechanisms and assets characteristics (Auronen, 2003). Information asymmetry is created by a 

firms’ motivation to conceal negative information (Bardong, Bartram & Yadav, 2005). 

Therefore, information asymmetry is a main reason for the existence of financial intermediaries 

such as banks. There is a unique possibility for banks to reduce information asymmetry through 

their relationship with firms. Besides, banks give a possibility to firms which are tending to 

borrow money, to prove their creditworthiness through their own actions by providing a stable 

relationship with them (Svensson & Ulvenblad, 2000). Therefore the bank-borrower relationship 

might play a significant role in the loan contract process. Banks might use the private 

information that has been acquired over the course of a relationship to refine the contract terms 

offered to the borrowers (Berger & Udell, 1994). On the other hand, finding alternative sources 

of capital and external debt financing such as loans from relatives and friends, trade credit and 

support from governments to satisfy its needed capital is desirable for the SME (Ngoc & 

Nguyen, 2009).           

In the late 19
th

 century researchers began to study how banks and financial institutions mitigate 

information problems in SME lending. Lending technologies have been focused by this 

approach. A lending technology is a combination of contract elements, screen mechanism and 

monitoring strategies. The main focus of this approach is on relationship lending which is 

considered as one specific lending technology. Relationship lending is based on proprietary soft 

information about SMEs which is gathered over time through their interaction with borrowers 

(Carbo-Valverde, Rodriguez-Fernandez & Udell, 2009). Soft information is any kind of 

information other than the comparatively transparent public information about the company 

which can be SMEs’ future prospects compiled from past interaction with their competitors, 

customers, suppliers or neighboring business (Petersen & Rajan 1994; Berger & Udell, 1995; 

Degryse & Van Cayseele, 2000; Appendini, 2005). Thus, the prevalent perception is that 

relationship lending is the noticeable way to cope with opaqueness as it can mitigate opacity 

problems by soft information which is gathered by the loan officer through personalized, 

continuous and direct contacts with SMEs (Torre, Peria & Schmukler, 2010).   

A lending relationship plays an eminent role for SMEs within a context of asymmetric 

information. The small and new established firms are highly dependent on banking finance. 
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Therefore, these firms can benefit from a lending relationship; however the dark side of 

relationship lending is that it could get able lenders to extract additional rents from borrowers 

(Garriga, 2006).  Carbo-Valverde, Rodriguez-Fernandez and Udell (2009) mention as the bank-

borrower’s relationship becomes stronger, a borrower has a better possibility to get credit 

availability, however this relationship could have a negative impact on the loan interest rate. 

Thus, relationship lending entails many benefits as well as costs for the borrower which could 

affect the loan covenants and credit amount (Garriga, 2006).    

While financing is considered as the greatest constraints for a firm’s operation amongst other 

elements of the business environment, trust in a country’s institutions is a momentous demand-

side factor which determines whether people may have access to formal finance (Beck & 

Demriguc-Kunt, 2008). In other words, distrust provides a discouraged for borrowers and 

bankers to continue their relationship (Deakins, North, Baldock & Whittam, 2008).     

2.5 Bank system in Sweden:  

In terms of the source of financing in developed countries such as Sweden, there is a shift in 

SMEs using external funds instead of internal funds. In 2009, 49% of European SMEs used 

internal resources to finance their activities, however in 2011, this amount declined to 25%. 

Sweden is one of the countries with the greatest falls which shows that it has become easier for 

SMEs to access external finance. Despite of the fact that credit standards have been tightening 

since 2009, accessing external finance has increased over the period. For instance, debt finance 

has increased by 14% (European commission, 2011). Besides, some governments such as 

Sweden and Denmark have provided some programs in order to improve access to external 

finance for SMEs (OECD, 2012; European commission, 2011).   

Rapid development of the financial sector has happened during the last ten years in Sweden. 

Entering new companies to the market as well as extending operations by established companies 

has changed the market. At the same time, Swedish banks have increased their operations abroad 

and became competitive outside Sweden. Sweden had a total number of one hundred and 

seventeen banks in 2012. Commercial banks, saving banks, foreign banks and co-operative 

banks are the main categories of banks in the Swedish market. During the last ten years, the 

numbers of commercial banks have increased and more foreign banks have been established. 

Besides, increasing use of the telephone and internet for banking transactions and contact by the 
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banks costumers, increases competition in the banking market and develops new services. 

Moreover, the banks set interest rates for their credits and deposits based on the common interest 

rates on the money market, however it is varied in different cases (Svenska Bankföreningen, 2013).      

2.6 Bank system in Iran:    

Accessing financial resources for developing countries is enhanced through multiple channels of 

loans and credits including trade finance and bank loans. Recently, developing countries 

intended to provide easier access to external sources of finance to SMEs, but still there are 

considerable gaps in supporting SMEs as compared to developed countries. For instance, the 

interest rates tend to be high for SMEs due to perceived risks and inadequate financial statements 

(Asia-Pacific Trade and Investment report, 2009). Iran is one of the countries that reorganized its 

banking system to Islamic banking after the Islamic revolution in 1979 (http://banki.ir/sood). In 

1980, the central bank of Iran reduced the interest rate charged for borrowers. In 1983, the 

government submitted the Islamic banking bill which banned the payment of interest on all 

borrowing and lending activities which was implemented in 1984. Banks, thereby, were given 

eighteen months to fulfill transformation to Islamic banking ideology (Sadeghi Shahdani, 2007).     

Over the last decade, the Islamic bank has been steadily moving into an increasing number of 

financial systems, not only in countries with a majority Muslim population such as Iran and 

Malaysia, but also in other nations where Muslims are a minority, such as Japan (Sole, 2007). 

The Islamic principle banned the payment and receipt of interest. It is this embargo that makes 

Islamic bank different from their Western counterparts (Sadeghi Shahdani, 2007). Thus, Islamic 

banks have developed profit-sharing schemes in mobilization and tapping their resources to 

avoid interest. While the relation between entrepreneurs and banks in Western countries are more 

creditor-debtor, this relationship based on the Islamic rule, is either investor or partner. Both 

Islamic bank lending principles and policy, thereby, are excellent tools for developing and 

creating entrepreneurs (Ashraf & Giashi, 2011). Iranian banks, like other Islamic banks are those 

that follow Sharia
1
 in their operations (Sadeghi Shahdani, 2007). Furthermore, formal sources of 

financing in many developing countries such as Iran include commercial banks, foreign banks 

                                                      
1
 According to the Quran, the collection of interest in all monetary transactions and charging fees for services 

provided is prohibited. In other words, Sharia-compliant banking must be: trade-related with demand for the fund in 

its purest form, interest free and ethically directed (for instance, funds cannot be provided for gambling, pork, 

pornography and liquor that Islamic law rules as unlawful).   
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and financial institutions. Indeed, banks offer different types of term loans under different names, 

such as individual loans or housing loans. Normally, the amount of loans depends on the size of 

the SMEs (http://www.investdirect.ir/).                

2.7 Networking 

Previous researchers mention various definitions regarding networking which include business 

networks, social networks, formal networks, informal networks and social capital (Leory, 2012). 

In general, any sustained relationship between a business enterprise and an individual which is 

mutually beneficial to all the parties involved is defined as networking (Hallen & Johanson, 

2004). According to Scalera and Zazzaro (2009, cited in Leory, 2012) networking is a set of 

stable links established for cost effective economic transactions among the networks’ members 

founded on formal and informal links with mutual goals.  

Networking might increase a firms’ legitimacy in order to have access to external finance. 

Networks might have a significant role in spreading knowledge about a firms’ existence as well 

as help firms learn appropriate behavior and thus obtain needed support by the general public 

(Hoang & Antoncic, 2003; Ngoc & Nguyen, 2009; Peng, 2001). In addition, networking can be 

an effectual way for SMEs to access external financing, including bank loans. Other external 

debt financing which SMEs could use through networking is loans from relatives and friends, 

trade credit and support from government, which are more convenient and accessible. Hence, 

networking by providing other sources of funding than a bank loan, could reduce the need for 

bank loans (Hussain, Millman & Matlay, 2006; McMillan & Woodruff, 2002; Ngoc & Nguyen, 

2009). Networking promotes the firms’ access to bank loans by providing information, 

knowledge and legitimacy advantage. On the other hand, networks make access to other sources 

of funding easier for firms by reducing the need for bank loans. However, the net effect is 

different across different types of networks (Ngoc & Nguyen, 2009).  

Many authors consider social networks such as networks with family and friends, as the most 

common types of network tie (Coleman, 1988; Redding, 1990; Kadushin, 2004).Zhang, Cavusgil 

and Roath (2003) mention that the amount of time required to improve performance and gather 

information will be reduced by social networks. Indeed Talavera, Xiong and Xiong (2010) write 

that having a relevant social network is essential for a manager/owner of the firm in order to 

obtain bank loans. On the other hand, several authors have suggested that managerial ties could 

http://www.investdirect.ir/
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facilitate the firm’s performance by providing opportunities to approach external resources (Shu, 

Page, Gao & Jiang, 2011). Thus, in some countries, particularly developing countries, ties with 

government are critical for SMEs survival (Ngoc & Nguyen, 2009).     

There are some differences between this paper and the aforementioned studies. First, two 

countries are covered in this paper, one in a developed country (Sweden) and the other in a 

developing country (Iran) while the majority of studies in this field have focused on developed 

countries (Beck, Demirguc-Kunt & Peria, 2008).  

2.8 Theory  

2.8.1 Social Network: 

Social network is defined as the relationship that connects an individual to an individual, to an 

organization or to the whole society which mainly includes ties with family, friends and with 

members of social associations, but the one that do not belong to managerial or official networks 

(Barnes, 1954; Mitchell, 1969; Ngoc & Nguyen, 2009). Social networks play a significant role in 

SMEs’ success in many contexts by facilitating a manager’s access to a variety of resources, 

including access to information and advice, capital and emotional support (Mitchell, 1969; 

Marwell & Pamela, 1988; Ngoc & Nguyen, 2009). SMEs become more dependent upon a 

manager’s personal networks to afford their required resources especially in Iran, as Iran has a 

collectivism culture rather than an individualism culture (Basabe & Ros, 2005). Similar to China 

or Vietnam, ties based on friends, family, relatives or hometown connections are important in the 

Iranian society. Thus, both the person to whom a manager/owner of a company is connected to 

and manager/owner’s competency and contribution is considered as a measure to evaluate an 

individuals’ efficiency (Ngoc & Nguyen, 2009).        

Social networks can be a signal of reputation by spreading knowledge about firms and their 

operation which means a firm’s social networks can facilitate their access to external financing, 

including bank financing (Ngoc & Nguyen, 2009). Although Swedish culture is individualism 

(see appendix 1) (Hofstede, 1991), but still social ties are considered to be an important factor to 

establish and run a business (Greve & Salaff, 2003). While the social network ties are an 

essential part of doing a business and accessing finance in both countries, there are country 

differences in time spent networking and size of discussion networks (Ngoc & Nguyen, 2009).     
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2.8.2 Official network: 

An official network mainly refers to networking with a government. In many countries, 

particularly developing countries, the government still has a strong influence on business 

activities (Nguyen et al., 2005). Thus, manager/owner’s ties with government represent a special 

type of managerial resource in such countries (Peng & Luo, 2000).  

Privately owned SMEs in many cases receive little support from the government compared to 

state-owned firms. Having a network with a government official helps private firms to gain 

access to scarce resources and thereby improve their business performance (Peng, 2000; Nguyen 

et al., 2005). Due to the fact that private SMEs play a prominent role in economic growth and job 

creation, governments usually have support programs such as lower interest rates to promote the 

private sector (Smallbone & Welter, 2001). However, in practice, governments’ support 

programs are normally restricted to targeted industries. Thus, only those SMEs that have network 

ties with government are able to make use of these supportive programs (Ngoc & Nguyen, 

2009).             

2.8.3 Managerial Network: 

A managerial network is a type of network with managers of customers and suppliers which 

could increase a firm’s legitimacy in several ways, such as spreading knowledge of the business 

practices and firm’s existence to the general public (Ngoc & Nguyen, 2009). This is important 

more when firms apply for bank loans. Mostly in developing countries, bankers have to rely on 

an informal information channel to learn about borrowers in order to mitigate the lack of public 

data (Meier, O’Toole JR, 2005; Ngoc & Nguyen, 2009). The chance of getting bank loans 

increases for those SMEs when banks receive positive information about them. Therefore, the 

more a network relationship builds between firms’ managers, the higher chance the firm has in 

order to access finance (Aldrich & Fiol, 1994). Indeed, an endorsement from respected managers 

of buyers or suppliers could create a positive image of the firm (Nguyen et al, 2005; Peng & Luo, 

2000; Ngoc & Nguyen, 2009). More importantly, the firm’s owner learns appropriate business 

behavior through networking which would increase the firm’s sociopolitical legitimacy and 

therefore the firm’s ability to access a bank loan (Peng & Luo, 2000; Ngoc & Nguyen, 2009).       

Although, a firm’s general legitimacy can be increased by networking with managers of 

customers and suppliers, it has not been shown to improve a firm’s access to a bank loan 
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(Peterson & Rajan, 1994; Ngoc & Nguyen, 2009). This means effective networking with 

managers could facilitate a firm’s access to trade credit. Thus, the benefits that a firm can take 

advantage of depend on whether the focal firms are customers or suppliers. For instance, private 

firms might benefit from trade credit granted by their suppliers. On the other hand, customers 

with strong ties to a firm would look for more trade credit from that firm (Ngoc & Nguyen, 

2009).  

In both developed and developing countries, trade credit from suppliers is the major source of 

capital for SMEs. The firm’s reputation and legitimacy affects the suppliers’ perception of the 

money return process and willingness to grant trade credit (Ebben & Johnson, 2006). Besides, 

having a long term business relationship with suppliers, has helped firms convince suppliers to 

grant trade credit and therefore reduce the use of a bank loan. However, customers with strong 

ties to a firm perceived as a low risk of payment default, tend to a have long term relationship 

with the firm. Thus, those firms that have a strong client base would be able to persuade banks in 

order to access a bank loan (Nyugen et al., 2005; Ngoc & Nguyen, 2009).              

The above discussion is presented by the conceptual framework: 

 

     

Table 1: Source developed by the author 
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3. Methodology 

_____________________________________________________________________________________ 

In the following part the literature search, method strategy, selection of respondents and data 

collection will be presented. At the end, validity and reliability will be demonstrated.  

______________________________________________________________________________ 

3.1 Literature search 

The research has started by searching at Halmstad University’s library. The literature that was 

collected primarily includes SMEs, SMEs in developed and developing countries, financial 

resources, bank loans, and networks. Many references iterate a number of times and were, 

thereby, considered to be of great importance. More particular literature has been taken from 

Summon, the university library’s search engine. Some of the most common key words in this 

study were: SMEs, developed countries, developing countries, Iran, Sweden, bank loan, and 

network. The key words were used in various combinations. A qualitative approach represents a 

view of social reality (Bryman & Bell, 2007).  

3.2 Research strategy    

As the purpose of this study was to indicate the impact of networking on accessing bank loan, a 

qualitative study was conducted. The focus of qualitative study is on how an individual perceives 

and interprets reality as compared to quantitative study where the emphasis is on analysis of data 

and quantification in the collection. The core of qualitative study, for instance, is on words rather 

than numbers (Bryman, 2002; Bryman & Bell, 2007). According to Bryman (2002) the survey 

design that an individual case is studied with a qualitative method, is called case study. This type 

of study is used when a specific case from one place is studied, for instance a geographical area 

or an organization (Bryman, 2002). The three criteria that a case study must fulfill are: (1) a case 

study should respond to how something is happening, (2) a case study is essential for events that 

occur at present and finally (3) in the case that the researcher has little or no control of the events 

(Yin, 2009). Indeed, Yin (2009) writes that a case study is used in several different situations in 

order to contribute to further knowledge considering the organizational, individual and social 

phenomena and the fact that a case study is only used to interpret the operations and success at a 

given time (Yin, 2009).  
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Table 2 represents that developing a theory is a first stage in research. Selecting cases and 

definition of precise measurements for the data collection process is the next step. The third step 

is about the case studies, where each case study includes a whole study with facts and 

conclusions for each case. Lastly, the cross cases must indicate why some cases had certain 

results while others had contrary results (Yin, 2009). This paper is following this case study 

model. 

 

 

 

 

 

 

 

 

  

 

 

 

Table 2: CASE STUDY METHOD (YIN, 2009. P.57) 

Yin (2009) depicts a list of commonly required skills to conduct a correct and good case study, 

which are: the ability to ask good and appropriate questions without interpreting the responses, 

being a good listener and no bias, being flexible and adaptive, having a firm grasp of the issue 

and it is significant to be neutral by preconceived notions. It means the investigator should be 

responsible and sensitive to contradictory proof (Yin, 2009). These skills have been considered 

during the interviews.  
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3.3 Selection of the respondents 

In order to have enough interviews for this study, I have contacted 10 SEMs in Iran and 7 SMEs 

in Sweden. However, most of them were not involved in the lending process or have not had any 

intention to apply for the bank loan. Thus, four SMEs and banks in each country have been 

interviewed. Based on the responses that we have received from the bank, we noticed that banks’ 

tendency were to be anonymous. All the interviews thereby, conducted as anonymous. The main 

reason for choosing the selected banks and SMEs was because all of them are operating over two 

years, they, thereby have enough experience in the market and all SMEs were involved in the 

lending process, even though some of those SMEs faced some difficulties to access a bank loan. 

Besides, four companies and four banks could give us better insight to see the relationship 

impact in order to access a bank loan in two countries with two different banking systems and 

different economic situations. The representatives that were interviewed were for SMEs the 

director manager of the company, and for banks the bank officer, because they were the ones that 

were involved in the bank loan and lending process. One respondent for SMEs and one 

respondent for banks have been interviewed. Even though all SMEs and banks are in the same 

market (Iran and Sweden) they may have had different experiences in the same market. It is 

interesting to see if networking could help to ease access to bank loans in Iran and Sweden.  

3.4 Data collection 

Primary and secondary are two sources of data collection (Churchill & Iacobucci, 2005; Lewis, 

Saunders & Thornhill, 2007). The data which a researcher collects by interview, for instance, is 

called primary data. The data which is gathered from existent research and already published 

literature, where the data had been gathered not for the researcher’s particular case study but for 

another purpose, is called secondary data (Churchill & Iacobucci, 2005; Lewis, Saunders & 

Thornhill, 2007). Both methods were used in this study. 

An interview with SMEs’ representative and banks’ officer in their offices was conducted in 

order to acquire the required information for answering the research questions. According to 

Bryman (2002) an interview is the most common method, while a qualitative research approach 

is used. Churchill and Iacobussi (2005) also introduce interviews as one of the common methods 

in qualitative marketing research strategy. When the aim of a study is to conduct a case study, an 

interview should be applied instead of a survey. By conducting interviews the investigator is able 



18 

 

to acquire a more depletive evaluation of what the respondent go through situation on some cases 

(Churchill & Iacobucci, 2005). Bryman (2002) also states it gives the researcher more flexibility 

in research questions. The interviewee can speak more freely and follow-up questions can be 

asked by the researcher if needed for further information (Bryman, 2002; Yin, 2009). Another 

position aspect with interviews is the chance to help answerer if she/he has any questions 

considering their question, which can lead to not answering due to the lack of understanding 

(Bryman, 2002). When it is an interview the interviewee can ask and thereby, give a correct 

answer. However, one negative aspect with interviews is regarding cost. Conducting a survey is 

less expensive than an interview (Bryman, 2002). The cost was not a problem in this study as the 

SMEs’ and banks’ geographical location was quite near. According to the respondent’s answer, 

the length of the interviews differed, which were between 30 minutes and 67 minutes for banks 

and between 25 minutes and 45 minutes for SMEs.     

The interviews were done according to the interview guide. However, the structure was not 

always considered. This means the questions were asked based on the response from previous 

questions and also by the interviewee who sometimes started to talk about one of the questions 

that were not yet asked. A semi-structured interview is this type of interview when the 

investigator follows an interview guide but also may ask other questions and follow-up questions 

that are not on the interview guide (Bryman, 2002). By using this method, the questions will 

differ from interview to interview (Churchill & Iacobucci, 2005). By giving the respondents 

capacity to talk freely, they emphasis what is important for them regarding the bank loans 

process.             

Regarding the secondary data, Lewis, Saunders and Thronhill (2007) stress the importance of 

finding relevant information according to the study’s purpose (Lewis, Saunders & Thornhill, 

2007). Academic database and archival types of resource, thereby, were used in this study.  

This study is called deductive process as the theory was gathered before the research questions 

were conducted (Bryman, 2002). 

3.5 Validity 

According to Christensen, Engdahl, Grääs and Haglund (2001) validity is a measurement for 

how the research reflects on reality.  Construct validity, that is mostly used in quantitative 
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research, Internal validity, which is considering the relationship between two or more variables 

to discover whether it is sustainable or not and External validity, which is concerning whether 

the findings from the research can be generalized or not, are three types of validity (Bryman, 

2002; Churchill & Iacobucci, 2005; Yin, 2009). 

According to Yin (2009) internal validity is accomplished by the researcher who points out that a 

certain event is the consequence, due to a previous event which is derived from the collected 

information from interviews and other documented facts. The information in this study is 

collected from earlier studies in this field which are made by recognized and well-known 

scholars as well as respondents’ answers from the interview.  

However, Bryman (2002) indicates that it is impossible to attain external validity when a case 

study is used. This is because a specific company or bank cannot be representative for other 

banks or companies. However, Yin (2009) mentions that the purpose of case studies is not in 

statistical generalization but in analytical generalization to expand a theory. Stake (1995) also 

indicates that in case study researchers make naturalistic generalization which develops by 

recognizing similarities of issues and objects within a context which is different from deductive 

generalization based on statistical analysis. This study’s intention is not to represent the entire 

society but rather present how these cases banks and companies perceive relationships as an 

important factor in order to gain bank finance. This study, by having four banks and four 

companies in each country (Iran and Sweden) tries to generalize the result.   

3.6 Reliability 

Reliability is considering whether the findings from the research can be repeated or not. The data 

collection, for instance, should generate the same outcome (Bryman, 2002; Yin, 2009). 

Minimizing errors in the study is the aim of reliability (Yin, 2009).  

By containing every step that has been made from the beginning such as literature search in the 

University’s library database, Google scholar, to the interviews made with banks and companies, 

the methodology part is well documented. According to Yin (2009) this is a general way of 

impending the problems with reality. Besides, the case study method that is presented (see table 

2) in the research strategy part, increase the reliability of this study by showing a more detailed 

structure of the study’s process.  
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All the interviews have been done by two participating researchers. The hand-written notes as 

well as tape recorders (in many cases) were used. To avoid missing important information due to 

the noise or other distractions, all the interviews were conducted in a meeting room. In order to 

limit any misunderstandings, detail notes were transcript started as soon as the interview 

concluded.   
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4. Empirical Data 

_____________________________________________________________________________________ 

This chapter contains the information that gain from the interviews with banks and SMEs. 

______________________________________________________________________________    

4.1 Banks in Iran 

According to my interview with two private banks and two governmental banks in Iran, filling 

the application form is the first step for SMEs in order to apply for the bank loan. The next step 

is, enquiries from central bank regarding a case company’s history. Based on a central bank reply 

regarding the company’s financial situation, for instance whether the company has debt or not, 

how a company pays off its previous loans and the reputation of the company, the bank either 

rejects the loan application or asks for more document from the company. If the company is 

eligible, the bank will ask for more documents considering the company’s structure, established 

advertising, establishment license, company’s capital, commercial cards, the industry that the 

SME operates (whether the company is producer/manufacturer or service provider), the 

company’s business plan, property documents or leased documents, the number of employees, 

employees’ insurance, company income during the last year, the number of years that the 

company has operated, machinery Inc and even the company’s top managers financial situation 

which could be a grantee for the repayment and how they could grantee the refund (by their 

personal or company’s property). Indeed, according to the rule, banks only allocate loans to 

Iranian producer/manufacturers and service providers.      

After receiving all needed documents, a bank officer will investigate the company situation to be 

sure that the loan is going to be used for its purpose. Based on the bank officer’s report and the 

company’s documents, a decision will be made in a bank branch office. Each bank branch office 

has a specific rank, A, B, C and Momtaz (excellent) that defines its authority as well as the 

amount of money that can be lent. A bank branch office which is ranked as a Momtaz (excellent) 

has a lower authority in order to provide bank loans which means they could only offer 100 

million Rial (50,000 SEK). The amount of bank loan is increased for level C, B and A which has 

the maximum authority with 1 milliard Rial (500,000 SEK). Asking for greater amount of money 

than the bank’s authority may agree needs a higher official approval.   
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However, the risk that the bank officer undertakes in each case could affect the lending process 

or accelerate it. Since the relationship between a company and bank, according to the Islamic 

rule, is based on a partner or investor, banks and companies share the benefit and loss. Thus, 

banks are only allowed to lend out money for those companies that are operating in the 

producer/manufacturer part or economic part that can bring benefits for both parties. Since banks 

are considered as a customers’ lawyer, customers have to pay some money to banks as 

honorarium (advice fee). Indeed, the honorarium rate based on the collateral that a company 

provides and the company’s cash flow and revenue is different. After deducting the honorarium, 

the revenue will be divided between the parties.                  

Furthermore, the private banks indicate that they are not allowed to lend money more than 10 

times the company’s assets, in any case. Although working with state-owned companies decrease 

the repayment risk for banks, as governmental banks mention it, private banks are not allowed to 

open an account for state-owned companies. Besides, the companies which are operating in 

producing automobile segment and foundry are not qualified to get a bank loan, according to 

private banks (these rules set after Iran sanction). Indeed, a bank officer pointed out that “those 

companies that have a few numbers of products or their products are only useful for few 

numbers of companies are considered as high risk companies. Therefore, they need to have a 

well-developed business plan to get approved for a loan”. Moreover, Iranian banks would rather 

offer a small amount of loan that has a lower risk than a large loan.           

Both governmental banks mentioned that they have specific rules regarding the lending process 

which they cannot break, however having a relationship with the company’s owner or manager 

could speed up the process. One of them, for instance, mentioned that “we have had cooperation 

with a glass producer for a quite long time and anytime he calls me and asks for bank loan, I will 

provide it as soon as possible. This is because; first of all, he is one of our good clients and we 

do not want to lose him and moreover I have full information regarding his personal bank 

account and the company’s bank account that would grantee repayment”, he said. In addition, 

both banks indicated that being introduced by a reputed client could help a company to have 

priority over others applicants; however it does not meant that they are guaranteed to receive 

bank loans.      
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According to private banks, if a bank provides a loan for a company and the company was not 

able to repay it, the bank officer who approved the loan is in charge. Thus, the bank officer is 

more circumspect in order to give a loan. However, they still mentioned that “the relationship 

and connection could influence the process as it considers as a grantee for repayment”. Indeed, 

they said that the owner of the company or managing director’s reputation is important for banks 

in order to approve the loan request. This is because many companies do not have acceptable 

qualifications or revenue, in some cases due to tax avoidance or unreported income to reduce the 

tax liability, to get a bank loan, but having a personal contact with the owner or manager director 

of the company could allow us to have comprehensive information regarding case company and 

be sure that this person follows the rules which could be enough to be approved for a bank loan.     

Moreover, the honorarium (advice fee) is the same in all the cases except for those companies 

that are operating in the agricultural section. The only difference is that the state-owned banks 

offer cheaper rates than private banks.           

4.2 Bank in Sweden 

According to my interview with four Swedish banks, the first step in the lending process is 

gathering information about a case company. If the company already has a bank account in the 

bank branch, it is easier for a bank officer to go through the application as they have some 

information regarding a company’s history, business, the revenue and cash flow of the company. 

However, if a company is considered as a new customer, the bank needs to gather more 

information about the case company by reading all the published information and ask UC 

(provides credit monitoring, decision support and credit reports for credit assessments in 

Sweden. In other words, it provides economic information about people and companies) to have 

economic information about the company. At the same time, they start learning about the 

company, the company business idea and business plan and most importantly the results from the 

previous year, especially the cash flow and revenue. In a case that a company is a new started 

company or a company wants to invest in a totally new business area then the business idea and 

payment capacity are imperative, as they show how the investment is going to be repaid. In 

general, banks need information that makes them be able to analyze the economic situation of a 

customer/company.     
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In some cases when a company is considered as a high risk company according to the bank, Almi 

(Almi Företagspartner AB, a State-Owned company that helps companies with advice and 

capital) can provide complementary funding. In this situation, Almi take the higher risk which 

can be up to 75% and banks take the rest. This is when Almi and banks cooperate with each 

other to cover the loan (see appendix 2).     

Besides, payment capacity, budget and business plan, another important factor for banks to lend 

out money is a quality plan. “Banks want to be sure that a case company considers ethics and 

environment in its business. Therefore, it is important that a company shows us some documents 

to prove it. So, that is something we have with us when we analyze a case”, an account manager 

mentioned this. After showing documents regarding the company business idea/plan, budget, 

revenue from last year and working in an environmentally friendly way, the next requirement is 

collateral. Companies should provide collateral to secure the repayment. In other words, banks 

need some guarantee to be sure that the borrowed money would be repaid in any case, as one of 

the bank account managers mentioned “when we come to collateral, different kinds of collateral 

arise such as the machines that a company owns. If they go bankrupt, a bank will sell the 

machine and get its money back”. However, the collateral that a bank asks for is different from 

case to case. For instance, an account manager indicated “if it is a new company we want to have 

collateral such as mortgages and if a subsidiary from a parent company asks for a bank loan 

then we want to have a guarantee from the parent company. Finally, if private people that have a 

company ask for a bank loan then we would like to have a guarantee from a person”.    

All the interviewed banks mentioned that they do not have any regulation regarding supporting 

especial industries; however they recognize some industries as risky industries which they need 

examine more deeply to these companies when they analyze the case. “Transport, shopping, 

construction especially if a company works in a project in construction when the payment is one 

year ahead and restaurants are the typical example of business with a high amount of concerns. 

In these cases, we need more information, we need more documents or collateral from the 

company and we are more careful to loan money”.   

According to the banks, the interest rate is different from case to case. Parameters such as 

figures, financial statements and risk that a bank takes (which should be based on credit policy), 

influence the interest rate. An account manager added “the interest rate that we give to the 
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customer is based on how strong the company is as well as the collateral that a company has. 

However, the interest rate is increased for those companies that have not had collateral.” 

Moreover, all the decisions are made by more than one person; however the number of decision 

makers is varied from case to case. Thus, if a case goes bankrupt a bank officer/account manager 

that guarantees a case would not be in charge. An account manager continued “we have different 

scales, depends on the financial statement of the company, how strong we find the company and 

the loan amount that the company applies for, the number of decision makers would be different. 

In some cases only two persons can make decisions up to certain amount (up to 10 million SEK) 

then we can make certain decisions in the office in Halmsatd and besides that we have committee 

in districts and besides that we have a bigger committee in the region and really big one, in 

Stockholm”. He continued “Therefore, we look at the company the same way and of course if a 

borrower would be a reputed/famous person, we know this person has a lot of money and it is no 

problem because it is looking good that he is a customer of our bank. However, if this reputed 

person presents a business idea or document which is not acceptable for the bank then I would 

say no to the case, because it is a business and we have to be sure that the economic plan is 

sustainable. Finally, if a really successful business man applies for a bank loan and guarantees 

the loan by his properties then it might work out. At least, we could consider this case one more 

time but it has to be environmentally friendly and ethical”. He completed his words by 

mentioning, “I can give advice or full information of the lending process to my personal contacts 

but it does not mean that they are eligible for a bank loan”.   

All the interviewed banks mentioned that if a company only produced a small number of 

products for small number of companies (even though a famous ones) that would increase the 

risk of that business. However, small companies can take advantage of working with famous 

companies by having a contract with those companies. For example, an account manager cited 

“in this case, we want to see a contract then it is considered as a strong case. Although, you can 

always break the contract but anyway if there is a contract, it is stronger”. Besides, the 

interviewee mentioned that lend out money to governmental companies is considered as a secure 

lending as they never go bankrupt due to the government financial support. One of the account 

managers explained “Companies which belong to governmental Halmstad common, have always 
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the government guarantee and they never go bankrupt, lending money to Halmstad common, 

thereby, is not a problem”.  

At the end, all the banks mentioned that they are interested to be involved with SMEs as much as 

large firms.  

        

4.3 SMEs in Iran 

Four SMEs have been interviewed in this part, however only two of them were able to get a bank 

loan. All these companies have operated for more than four years and have between five and 

twelve employees. Two of the entrepreneurs have a family business back ground which helped 

them to survive in the market during the first years of their operation. One of them mentioned 

that “I have not had any problem considering registration and paper works and I was able to 

negotiate easily with banks and suppliers by using my grandfather’s name”, he said. However, 

others have many difficulties at their early stage regarding company’s registration, tax office and 

accessing a bank loan.  

All companies see accessing a bank loan as an obstacle, especially in their early stage as they had 

limited resources and assets. They explained that for getting a bank loan, presenting the 

company’s bank statement transaction (cash flow) for the last six months is required. The 

amount of bank loan is based on an income report for the last six months. However, the 

interviewed companies had low-income at that time due to the fact that their just started their 

operation. Thus, only two of these four companies were granted a bank loan. The entrepreneur of 

one of this companies explained, “I went to the bank that my grandfather always worked with, 

with all the required documents, talked to the bank officer about my family business as well as 

my plan for the future of the company and I gained a bank loan”. However, all companies 

pointed out that banks are willing to lend money to those companies that have a high income.         

Moreover, all companies emphasize that the Iran sanction brought many problems for them 

especially during last three years. The government has changed its regulation regarding its 

supporting program in order to decrease the cost. For instance, one of the companies that is 

operating in medical service explained that, “before the government have allocated some loans 

for medical devices but after the sanction they cut off these loans and asked to produce the 
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equipment and material instead of import it, if they want to get any support by the government”. 

The fact that in the current situation it is not possible for companies to open an LC (letter of 

credit) or get any support from Iranian or foreign banks in order to import raw material from 

foreign countries, brought many difficulties for producers.  

This situation even affects the bank loans due to imposition of some restrictive rules regarding 

the lending process. All companies mentioned the importance of networking in the current 

situation in order to access a bank loan. One of the companies explained that “we applied for a 

bank loan through the informal way which means before applying, they talk to a bank officer 

regarding the bank loan, the amount of money that could be lent and the needed time, as they 

have connection in the bank, and if it is an acceptable condition for the company, we will apply”. 

Two out of four companies are a member of the chamber of commerce but they said that “for 

getting small amount of loan, we prefer to use of our own connections, for example, a friend or 

family but for a large amount of money, having connections in the chamber of commerce or 

central bank could help a company as it consider as a guarantee for repayment”.    

Besides, it is interesting to know that most of the SMEs in Iran are not interested to get a bank 

loan. They would rather use their internal finance or their own money or accept the new partner 

that can provide more financial resources than applying for a bank loan (only four out of ten 

companies that I contacted, have applied for a bank loan or wanted to be involved in a bank 

loan). Even these four companies that have already applied for a bank loan, are not interested in 

applying again, due to seeing it as time wasting and difficult.    

4.4 SMEs in Sweden 

Four SMEs have been interviewed in Sweden which were involved in the bank loan process 

however only one of them was able to receive a bank loan. All these four companies have been 

operating in the market for more than two years and have between two and six employees. 

Entrepreneurs of two of these companies have started their business right after finishing their 

university. One of them indicated that “I got the idea of my business in school and after finishing 

my program, decided to work on it and developed it, but business was not as easy as I imagined 

in school and people were not interested in my products in this region. So, I had to change my 

strategy and entered to other regions where I could find my potential customers”. None of them 
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had any family business background and started their business with a small budget; however all 

of them got a good result after a period of hard work.  

All four companies started their business with their own money. One of them mentioned that “we 

did not want to be involved in the bank loan process at the beginning as we were not sure 

whether this business could be profitable or not”. Besides, all of them explained about the Almi, 

a state-owned company in Sweden; its aim is to create innovation and growth in business 

through counseling and financing, and Halland Region which helped them in their early stage in 

terms of financial support. One of the entrepreneurs, for instance, said “when I started my 

business, a person from Almi came to my office and asked about my business idea and my 

business plan, then I received 20,000 SEK from Almi as a financial support which means I did 

not need to return the money. The maximum amount of money that a company could receive from 

Almi without repayment is 50,000 SEK which is enough if a company operates in the service 

section however it is not enough for a producer”, according to one of entrepreneurs.  

On the other hand, companies mentioned that the interest rate that Almi set out for a loan is 

really high. Therefore, they would rather to apply for a bank loan than getting a loan from Almi. 

All the companies argued that the business plan, cash flow and revenue are the most important 

parameter that banks need in order to allocate the bank loan. While the only company that was 

able to receive the bank loan mentioned that “it is not a hard process, you just need to have a 

strong business plan as well as a stable financial situation in your company”, others explained 

that applying for a bank loan is a complicated process, especially for small companies as they 

ask for many documents to guarantee a bank loan. A woman who has a design company 

mentioned that “I was thinking about applying for a bank loan last year as I wanted to expand 

my business but when I went to the bank and asked about the requirements, I found it really 

complicated. They asked for strong collateral such as a house. So, I was thinking it might be 

easier for me to get a house loan and use it for my business without involving my business at all 

or find an investor or a partner who could bring more money to my business”.  

In addition, almost all of these companies indicated that having connections with a manager of 

customer could help them in order to easier access a bank loan, since having a reputed customer 

could considered as a guarantee. They mentioned “working with a big and famous company 
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could increase their companies’ validity in people’s eyes which would help them in order to have 

easier access to a bank loan”.        
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5. Analysis 

_____________________________________________________________________________________ 

In the following chapter, the collected data in empirical part (chapter, 4) will be compared with 

theory that is presented in the previous research and theory (chapter. 2) as well as the 

similarities and differences in the lending process (Iran and Sweden) will be described. 

______________________________________________________________________________ 

  

5.1 Networking impact (Bank’s perspective) 

5.1.1Social network  

Previous researchers (Ebben & Johnson, 2006; Winborg & Landstrom, 2000) describe 

information asymmetry between banks and firms as the main obstacle for SMEs in order to 

access a bank loan. In fact, a firm’s motivation to conceal negative information creates 

information asymmetry (Bardong, Bartram & Yadav, 2005) which could be reduced by having a 

relationship with firms (Svensson & Ulvenblad, 2000). As was mentioned by a bank officer in 

Iran, having a personal relationship with an owner of the company could provide comprehensive 

information regarding a case company and build the trust between the company and bank which 

could be enough to be approved for the bank loan. Thus, Iranian SMEs could take advantage of 

having a social network in order to have easiest access to a bank loan even though they have not 

had all the required documents considering cash flow and revenue.    

According to Iranian bank officers, having a relationship with a company’s owner could be 

considered as a guarantee for repayment which could be a reason for lending out money to the 

company. For instance, an Iranian bank officer explained that they have been cooperating with a 

famous glass company for quite a long time and the bank officer would provide as much money 

as he asks for, only because of his personal knowledge about the owner and the trust which is 

built between them. Indeed, a social network could accelerate the lending process as they have 

enough information regarding a case company in Iran. It is the same with the Swedish banks, as 

account managers mention that when an old customer or famous person asks for a bank loan the 

needed time for investigation would be decreased due to the fact that they have enough 
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knowledge and information regarding a company and a person. Besides, one of the account 

managers in Sweden mentioned that a person who has a personal contact in the bank could get 

advice or full information regarding a lending process but it does not mean that they are eligible 

for a bank loan. This is what is mentioned by previous researchers (Mitchell, 1969; Marwell & 

Pamela, 1988; Ngoc & Nguyen, 2009) that social networks, by facilitating a manager’s access to 

a variety of resources, including access to information and advice, capital and emotional support, 

play a significant role in SMEs’ success in many contexts. This study shows a social network has 

influence in both countries but in a different way. While having personal contacts in Iran could 

lead to have priority over other companies or even be qualified for a bank loan, in Sweden it 

could only help to get advice and full information regarding the lending process as having a 

strong business idea is as important as the reputation of people.  

5.1.2 Official network 

Bank officers in both Iran and Sweden mention that working with governmental companies or 

those companies that the government financially supports are considered as a strong case, since 

these companies never go bankrupt and in some cases could even help the company to get a 

lower interest rate in Sweden or speed up the lending process in Iran. This is also indicated by 

Smallbone and Welter (2001) that official networks could decrease the interest rate. Thus, banks 

would like to work with governmental companies as they have a strong financial supporter. 

Profitability perception is the most important driver for banks, both in developed and developing 

countries, to be involved with SMEs (Beck, Demirguc-Kunt & Peria, 2008). This study shows, 

official networks, only in terms of working with governmental companies, has a deep effect on 

access to a bank loan in both Iran and Sweden.  

5.1.3 Managerial network 

The Iranian and Swedish bank officers mention that a company which produces a small number 

of products for a small number of companies, is considered as a high risk company. However, 

according to Swedish account managers if a famous company has a contract with a company that 

applies for a bank loan, this case is considered as a strong case, although there is always a 

possibility of breaking the contract agreement. As Aldrich and Fiol (1994) mention, the chance 

of getting bank loans increases for those SMEs that banks receive positive information about 

them. Although bank officers explain that having a contract with a famous company could have 
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both positive and negative effects and the factors such as the variety of products and number of 

customers that a company serves could affect the decision, but according to this study, 

networking with the manager of customers could increase the chance of accessing a bank loan in 

Sweden. However, networking with a manager of suppliers does not have any impact in 

accessing a bank loan neither in Iran nor in Sweden.  

5.2 Networking impact (SMEs perspective) 

5.2.1 Social network  

According to Javed, Millman and Matlay (2006) the absence of adequate financial resources is 

considered as a main hindrance for SMEs, especially in their early years. However, Carbo-

Valverde, Rodriguez-Fernandez and Udell (2009) point out that relationship lending by gathering 

information over time through the interaction with borrowers could provide the easiest access to 

a bank loan, especially for newly established companies (Garriga, 2006).   

Entrepreneurs in both countries (Iran and Sweden) mention that they had many problems in their 

early stages as they have not had enough financial resources and started up business with limited 

capital. Although, SMEs in Sweden get more support from the government by getting a non-

repayment loan from companies such as Almi and Halland region (in Halland district) but still 

they perceive it as not enough, especially if company operates in the producing section. On the 

other hand, Iranian SMEs emphasize the role of social networks in accessing a bank loan, as one 

of the Iranian entrepreneurs indicated that by applying in the bank that his grandfather always 

worked with, and mentioning his grandfather’s name and his family business background, he 

was qualified for a bank loan. This is what Basabe and Ros (2005) cite that SMEs, especially in 

Iran, become more dependent upon a manager’s personal contacts/networks to afford their 

required resources as Iran has an individualism culture.  Besides, social networks can be a signal 

of reputation by spreading knowledge about firms and their operation (Ngoc & Nguyen, 2009) 

which is also mentioned by Iranian entrepreneurs, that being a member in some institution for 

example, the chamber of commerce could considered as a guarantee for borrowed money 

repayment. According to this study, social networks have a deep impact on accessing a bank loan 

for SMEs in Iran. Although due to some political and economical situations, the government put 

some restricted rule in order to allocate bank loans to SMEs, but still personal connection and 

networks are the most important factor in Iran in order to access a bank loan.  



35 

 

5.2.2 Managerial network 

Swedish SMEs emphasize the role of manager of customers to access a bank loan. According to 

Ngoc and Nguyen (2009) a network with managers of customers could increase a firm’s 

legitimacy in several ways, such as spreading knowledge of the business practices and the firm’s 

existence to the general public. This is what Swedish companies mention, that having a strong 

customer could increase the reputation of the company and thereby, be considered as a guarantee 

for repayment. On the other hand, none of the Iranian companies see managerial networks 

(manager of customers and manager of suppliers) as being important in order to access a bank 

loan. Thus, a network with manager of customer could provide an easiest access to bank loan for 

Swedish companies.    

Further, SMEs neither in Iran nor in Sweden do not have any inclination to apply for a bank loan. 

Other financial resources such as finding investor or partner would be preferred by SMEs and a 

bank loan is considered as a last option for them.       

5.3 Challenging the previous research 

Moreover, some researchers (Agrebi, 2009) claim that some characteristics of the firms such as 

the stage of their development and their sector of activity, can have an effect on obtaining 

financial resources. However, all the interviewed SMEs and banks in this study see the cash flow 

and business plan as the most important parameter in order to obtain a bank loan, not any of 

aforementioned characteristics of the firms. Previous researchers such as Beck, Demirguc-Kunt 

and Peria (2008) indicate that the profitability perception is the most important driver for banks, 

to be involved with SMEs. This study shows, although, some Iranian and Swedish companies 

mention that banks are more interested to lend money to large firms as they have more cash flow, 

but banks officers in both countries claim that they are make decision not only based on cash 

flow but also according to the business plan that a company presents. Finally, all banks in both 

countries mention that they are as interested to be involved with SMEs as large firms.  

Although Nguyen et al., (2005) cite that mainly in developing countries, governments have a 

strong influence by for instance, supporting especial industries, but according to this study banks 

have not had any governmental regulation in order to allocating bank loans to especial sections 

or industries. Banks officers in both countries mention that they look at all companies the same 

ways however, they categorized some industries as high risk industries which means the 
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companies that operate in these industries need more investigation or have a lower chance to get 

a bank loan, but banks in both countries are the ones who categorize the industries, not the 

government.          

5.4 Comparing bank perspective with SMEs perspective 

As is mentioned above, according to bank officers in both countries, social networking could 

affect access to a bank loan. Although it does not mean that a company would be approved for a 

bank loan, only because of having a social network. However, none of the Swedish companies 

mention social networks as a factor that could help them to receive a bank loan. On the other 

hand, all the Iranian companies stress the importance of social network in order to have access to 

a bank and even in some cases; they mention it as the only way to get a bank loan. Thus, the 

Iranian SMEs’ perception regarding the social network impact is closer to the banks in both 

countries.    

Further, all the Swedish SMEs explain about the benefits of having famous companies as their 

customer and how it could help them in order to have easier access to bank loans. However, a 

Swedish account manager only mentioned that a company with a reputable customer might need 

a less time to investigate, but at the same time it could be a negative factor for lending money. 

Thus, although, Swedish SMEs only mention the positive effect of having a network with the 

manager of customers, but it could also decrease their chance of getting a bank loan.             

In addition, researchers (Binks et al., 2006) perceive the relationship between SMEs and banks 

as problematic as entrepreneurs claim that the banks do not have adequate knowledge in order to 

help development and growth of the firms. This study also shows that SMEs miss-perception 

regarding the lending process could be the main reason that they would rather use other financial 

resources than applying for a bank loan, even though all the banks in both countries mention that 

they are as open to small companies as large ones.    

5.5 Similarities and differences in lending process 

Although Iran and Sweden have two different bank systems, the whole process of lending money 

and the logic behind that is almost the same. The lending process in both countries is started by 

gathering information regarding a case company and analyzing the company’s situation, 

especially the financial situation. The company’s revenue and cash flow are the most important 
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factor for being eligible to receive a bank loan. While in Iran, to borrow up to a certain amount 

of money (maximum 500,000 SEK) there is only one person who makes a decision regarding a 

bank loan, in Sweden there is always more than one person who decides about the case. That 

could be the main reason that the social network has a greater effect on access a bank loan in 

Iran. This is because; being the only person in charge could open a way for using of position.   

Another difference in the lending process is that the interest rate in Sweden is different for each 

case; this could explain why Swedish SMEs are not interested to apply for bank loans, since 

small companies usually should pay high interest fees as the banks see them as a high risk lender.    

However, as Iranian banks follow the Islamic rules, they are not allowed to receive interest.  

Moreover, Iranian banks only support Iranian companies that operate in the producer or services 

sectors; however, Swedish banks have not had any regulations regarding being involved in a 

specific section. On the contrary, they support all the importers, exporters and companies in all 

sections.          

In both countries, some industries consider as a high risk industries upon which the bank officer 

needs more investigation for granting a bank loan. While in Sweden companies in these 

industries still have a chance to receive a bank loan, in Iran high risk industries would not be 

qualified for a bank loan in any cases, according to a private bank.   
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6. Conclusion, Recommendation, Limitation and Further research 

______________________________________________________________________________ 

In this last chapter the conclusion of this study, regarding network impact on accessing bank 

loan in Iran and Sweden as well as the similarities and differences in the lending process 

between Iran and Sweden, will be presented. Further, some recommendations to banks and 

SMEs will be suggested. The chapter will end with limitations and further research.  

______________________________________________________________________________ 

6.1 Conclusion 

This study finds that the Social network has influence in access a bank loan both in Iran and 

Sweden. However, the way that it affects the system is different, as in Iran it could lead to be 

granted for a bank loan, in Sweden it could only help to have more detailed information 

regarding the bank loan.  

According to the banks in Iran and Sweden, lending money to governmental/state-owned 

companies are considered as a secure repayment; as these companies always have government 

financial support and they never go bankrupt. The official network, thereby, could provide easier 

access to a bank loan; although none of the interviewed SMEs see it as a crucial factor.   

Moreover, Swedish bank officers and SMEs explained about the importance of having a famous 

customer that could be a guarantee for repayment. Although a Swedish account manager 

mentioned that it could have both positive and negative effect but this study shows that these 

kinds of companies could have more chance to be granted a loan. Having a network with the 

manager of customers, thereby, has an influence on accessing a bank loan in Sweden.   

Although two different bank systems have been followed in Iran and Sweden, the principle of the 

lending process is almost the same. However, the main differences that were recognized were; 

first of all, Iranian banks operate according to Sharia which means interest free transaction, 

however Swedish banks have interest rates which differed from case to case. Moreover, there is 

always more than one person who decides about allocating bank loans to a company in Sweden, 

but in Iran, up to certain amount of money, only one person is in charge. Finally, Iranian banks 
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only support the Iranian producer and service provider, but Swedish banks support companies in 

all sections (export, import, service, and product).          

Based on the results, the aim of this study has been fulfilled, since the purpose of this study was 

to examine the similarities and differences in the Iranian and Swedish lending process as well as 

the network impact on accessing bank loans (Iran and Sweden).  

6.2 Recommendations 

The focuses of this section are on the recommendations to the bank sector as they play a major 

role in financing SMEs and how they can encourage SMEs to be more involved with banks. 

Apart from the bank sector, some recommendations are directed to the SME sector regarding 

how they can improve their performance to be granted a bank loan. 

6.2.1 Recommendation to the Banks 

Previous researches identify banks as the main lenders to SMEs that turn to debt financing. 

Besides, they mention that the aim of the current financial system for SMEs in many countries is 

to facilitate SMEs’ access to financial resources (Kang, 2001). However, the results of this study 

confirm that only few percent of SMEs have had access to a bank loan. Thus, the 

recommendations to the bank sector could be: 

 Decreasing collateral requirements 

As most of the SMEs, especially in their early stage, have a weak capitalization, they are not able 

to provide the required collateral to secure their repayment. This study, thereby, recommended 

that banks may reduce the collateral requirements to encourage SMEs to apply for bank loans.  

 Educational program 

Most of the SMEs in Iran emphasize the importance of having a social network in order to access 

a bank loan. Some of them, even, mentioned that “we do not apply for a bank loan as we have 

not had any connection”. However, according to the Iranian bank, social networks could provide 

some facilities regarding accessing bank loans, some other factors such as revenue of the 

company, the companies’ business growth plan, etc, could have a positive effect in order to 

accessing a bank loan. Thus, organizing some educational programs would help SMEs to have a 

more realistic interpretation regarding bank loans. It is the same in Sweden as many SMEs saw 
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the lending process as really complicated and mentioned the importance of having a reputable 

customer in order to access a bank loan. SMEs by participating in an educational program would 

notice that the lending process is not as complicated as they think and learn which documents 

they need in order to be approved for a bank loan.  

 Monitoring 

One of the main problems in Iran is that Iranian SMEs do not trust the bank system as they 

complain about the efficacy of social networks in accessing bank loans. Thus, it could be helpful 

that banks monitor the systems to be sure that all has been done according to the rules and 

educate SMEs about the monitoring system to regain lost trust.   

6.2.2 Recommendation to the SMEs 

According to the previous literature, accessing a bank loan is considered as the main difficulty 

for SMEs. This is because banks see SMEs as a high risk customer (Le, Venkatesh & Nguyen, 

2006). Indeed, the result of this study shows that SMEs have a limited access to bank loans. 

However, the networking theories (social, official, managerial) indicate that the chance of 

accessing the bank loan would be increased for those SMEs that have a strong network. This is 

also reflected in the results of this study that having a social network in Iran and network with 

manager of customer in Sweden would provide easier access to bank loans. Thus, SMEs should: 

 Network 

SMEs inclination to find and have a network to share knowledge, information and resources 

could open channels and enable SMEs to interact and develop relationships with influential 

people that might have a positive influence on their firms, for instance, by learning more from 

other entrepreneurs/individuals and improving the performance of their firms. Besides, 

networking by spreading knowledge of the firm’s existence and improving the legitimacy of the 

firms could increase the firms’ chance to have access to the bank loan.      

 Choose the right time  

Knowing about the right time for applying for a bank loan is crucial. Having a sustainable 

situation and certain amount of income and appropriate business plan are key factors for the 
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banks to be involved with SMEs. Thus, it is important that SMEs provide these important factors 

before applying for the bank loan.   

6.3 Limitation and Further research 

Although there are a lot of factors that have an influence in obtaining financial resources for 

SMEs, in this dissertation, only bank loans have been addressed. Since the purpose of this study 

was to have a deep understanding of the lending process in Iran and Sweden and to examine the 

network influence in lending process, four SMEs and Banks in each country have been chosen.    

This study only shows from the viewpoint of Iranian and Swedish banks officers’ and 

entrepreneurs’ perspective, thereby, it cannot be applied in every developed and developing 

countries. Moreover, only three types of networking has been studied in this paper, however, it 

would be interesting to find out how other determinants of networking such as entrepreneurial 

orientation or product type could affect the lending process.     
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Figure 1. 

individualism index 

(IDV) values for 50 

countries and regions 

(Source: Hofstede, 

1991, p. 53)  
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Background Information:  

What is your work title? 

How long have you been working here? 

Do you want to add something before we start? 

Bank: 

 Please describe the strategy of the bank in the lending process? 

 Could you explain the step SMEs must go through in order to get bank loans? 

 Could you explain the case which was able to get bank loan or the case which was not 

granted for bank loan? Which is the important part for your bank in order to grant a firm? 

  How does the risk of the business influence the lending process? 

 Do you have special rules in order to support more specific industries?  

 Does the firm need any kind of guarantee to get access to the finance?  

 Working with the government agencies or being in a formal position could be a guarantee 

in order to get bank loans?   

 Have you had any particular case that its business growth plan could help to get faster 

finance? 

 According to the Islamic rule, Islamic bank should be interest-free banking. How do you 

manage it? What do you call your interest rate? (for Iranian banks)  

SME: 

 How long has your business been operational? 

 Please describe the strategy of your company? 

 What industry is your business enterprise operating in? Could you explain about the 

opportunities and challenges in this sector?   

 Have you ever applied for getting bank loan? How did you find it? 

 How do you evaluate the risk of your business?  
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 Are you a member of any kind of professional association such as chamber of commerce? 

If yes please explain what your position is and how it could help to gain more access to 

resources. 

 Do you maintain relationships with government agencies? If yes, please explain more 

 Do you maintain any business relationships with your suppliers, customers? Please 

explain how important you find it. how it could help in order to access to bank loan?   

 Do you belong to any social associations, clubs or friends? How it could help in order to 

access to bank loan? 

 Do you find it easy to access a bank loans? What opportunities or difficulties did you 

face? 

 Have you had any business growth plan?  

  

  

 


