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Abstract 

Most of the scholars argue that the big challenge for the SMEs in order to grow is access 

to finance. They consider financing as the most crucial need of a growing company. 

Based on the previous researches, companies need to move from the internal financing to 

the external financing through growth. In this situation, one way for SMEs is, to take 

advantage of a bank loan; however, many researchers argue that accessing a bank loan is 

not easy for SMEs. On the other hand, in the last decade since the number of SMEs 

increased in many countries, tendency of the banks, regarding cooperation with SMEs; 

gets increased as well. Although, many of the SMEs are still not satisfied with the 

lending process. Thus, this study investigates if some factors can have an effect on the 

lending process. Since, the factors which affect the lending process are various, the 

purpose of this study is, to examine how having an appropriate business growth plan 

could be helpful in order to have access to a bank loan. There is a lack of literature 

regarding observation of this process in developing countries and comparing the lending 

process in developing countries with developed countries, this paper will examine the 

lending process and influence of business growth plan in one developed country 

(Sweden), and one developing country (Iran) and compare all the systems with each 

other. In order to achieve the required information, multiple case study was chosen. The 

main result of this study is that a business growth plan has a different effect on the 

lending process in each country, since it is seen as a positive sign in Iran while it has both 

an advantage and disadvantage in Sweden.    
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1. Introduction 
_______________________________________________________________________ 

 Introduction chapter contains the research area, problem discussion, purpose of study, 

research question and organization of study. 

_______________________________________________________________________   

1.1Background 

In many countries, both developed and developing ones, small and medium sized 

enterprises (SMEs) are impressively active (Bonaccorsi 1992; Erramilli & D’ Souza 

1993; Haahto, Hall & Donckels 1998 cited in Coviello and Martin 1999). According to 

Gree and Thurnik (2003, cited in Olawale & Garwe, 2010) the creation of SMEs are 

essential for economic growth. In both developed and developing countries by creating 

new SMEs, new products are introduced and new technology is developed. Besides, in 

some cases the creations of new SMEs led to business growth (Olawale & Garwe, 2010). 

  

However, it is should be considered that small businesses and enterprises are not only the 

small version of large businesses but also they have unique size and different behaviors in 

their analysis and interaction with their environment. (Coviello & Martin 1999). Since 

small firms are different from large ones in their managerial style, ownership, 

independency and scale of operation, understanding of SMEs’ behavior regarding their 

business plan is important (O’Farrel & Hitchins 1988 cited in Coviello & Martin 1999). 

Indeed, SMEs are expected to be limited in human, management and financial resources  

(Buckeley 1989; Erramilli and D’Souza 1993 cited in Coviello and Martin 1999), as their 

structure and managerial processes are less sophisticated and rigid than large firms. 

(Shuman and Seeger 1986 cited in Coviello & Martin 1999). 

 

In addition, currently, growth inclination is getting raised by some SMEs as many 

researchers discuss the importance of being in the international markets. Indeed, growth 

can be domestically or internationally, even domestically growth is a consequence of 

internationalization as domestic companies could be threatened by competitors. However, 

it is crucial to understand, growth inclination is varied across the enterprises. (Amit et al. 

2000, Gundry & Welsch, 2001, Wiklund et al. 2003 cited in Cassar, 2006).  
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Although, the major factor that has an effect on growth is the motivation of an 

entrepreneur, but having an appropriate business growth plan is the area that plays a key 

role in growth. Furthermore, the researchers state that financial success is one of the 

influential motivation factors in order to explain growth preference. In fact, growth 

inclination has positive associations with the importance of financial success (Cassar, 

2006).  

 

It is obvious that young companies are willing to grow fast, but as is mentioned above 

this growth is limited by the motivation of the entrepreneur, business growth plan and the 

financial resources. Furthermore, the business growth plan and external financing have a 

direct relationship; as there is more ambition to grow, the greater is the need to provide 

financial resources. It means the companies need to search for more new financiers when 

their internal funds are insufficient (Dorin & Ligia, 2007). Therefore, growing companies 

need more capital in order to finance their growth inclination. One of the ways to provide 

finance for companies is via a bank loan; so companies need a bank to believe in them 

and lend them money (Andersson, 2003). An SME in need of finance will follow a 

special order; for an SME with a positive reputation, reliable both in business and 

business growth plan and effective infrastructure and institution, the chance of getting 

finance from the banks will increase (Dorin & Ligia, 2007). 

 

Based on the previous researches, SMEs face more constraints in order to gain access to 

formal finance than large firms, however banks do not operate in the same way in 

developed and developing countries; for instance in the developing countries, banks are 

not inclined to be exposed to SMEs and provide only a low share of the available bank 

loans (Beck & Demirguc-kunt, 2006). This operation could be a challenge for SMEs.  

1.2 Problem discussion  
SMEs play a crucial role in the development of countries; however they do not act in the 

same way in both developed and developing countries. There are some major challenges 

that SMEs face, such as lack of innovation, insufficient access to finance and 

technologies and securing finance (Pandya, 2012). Since accessing financial resources is 
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more challenging in the developing countries than developed ones (United Nations 

Conference in Trade and Development, 2001), SMEs have different perceptions and 

challenges regarding the provision of financial resources.  

 

Generally, the banks consider SMEs as high-risk customers; inadequate financial 

statements or low capitalization can lead to reluctance to provide services for them. In 

addition, it was mentioned that the operation of banks is not the same in developed and 

developing countries which means that they operate in different ways with regard to   

services for SMEs. However, currently due to the advance in information technology, a 

lot of banks try to access SMEs customers. (Especially in developed countries) (United 

Nation Conference in Trade and Development, 2001).  

 

As the majority of studies focus on developed countries regarding access to the bank; the 

contribution of this paper is to fulfill the lack of literature in this field especially 

regarding developing countries and comparing developed and developing countries. 

Moreover, as theory only concentrates on a part of the reality, it is crucial to supply the 

theory from the real cases and integrate it with the research to achieve better dynamic 

development (Gumesson, 2002).  

1.3 Purpose 

This thesis intends to describe and analyze the similarities and differences in the banking 

system between Iran (developing) and Sweden (developed) especially in the lending 

process as well as the role of having an appropriate business growth plan in order to 

access bank loans in both countries.  

1.4 Research question 

What is the influence of SMEs business growth plan on accessing a bank loan both in 

Iran (developing) and Sweden (developed)? As well as, what are the differences and 

similarities in the banking system between Iran and Sweden?    
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1.5 Organizing of this study 

This dissertation involves 6 chapters: Introduction, theoretical framework, methodology, 

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

In the introduction part, the background of the subject, problem discussion, the purpose 

of the paper and research questions is included. The previous researchers’ ideas about the 

subject and the main theory that is used in this paper are mentioned in the theoretical 

framework part. In the methodology part, the way that this paper is conducted is 

considered. In the empirical data, the information from interviews is indicated and finally 

in the analysis and conclusion the result of this dissertation is presented and research 

questions are answered.  
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2. Theoretical Framework 

_____________________________________________________________________ 

In this chapter the previous researches will be presented regarding business growth, 

business plan growth and financing resources.  

______________________________________________________________________ 

2.1 SMEs and Business growth 

There is not one way in order to define business growth and how to measure this growth, 

but generally business growth is measured and defined by using changes in assets, sales, 

productivity, employment, profit and profit margins. Sales data are typically available 

and business owners are seeing sales as a business performance, as they are a good sign 

to show the size and growth (Olawale & Garwe, 2010). Barringer et al. (2005) 

emphasizes that the competition between enterprises is determined by their sales in the 

market.   

 

Churchill and Lewis (1983) pointed out that every new enterprise has some growth stages 

with their owns unique characteristics. Five stages of growth are identified by Churchill 

and Lewis (1983) and are; existence, survival, success, take-off and resource maturity. 

This model depicts the dynamic of an SME growth, involving distinguishing 

characteristics, growth requirement and problems and explains the business growth 

process.     

 

Based on Delmar and Wiklund (2008) one of the factors that has a considerable influence 

on the growth of an SME is business environment. Smith et al. (2007) explains that 

business environment has affected the survival and success of the organization. 

Moreover, Beck and Demirguc-Kunt (2006) depict that new SMEs should be 

strengthened in both the internal and external business environment. It is important to 

know that the internal environment includes some factors such as finance, managerial 

competency of the owner, investment in information technology, location and cost of 

production and networking (Cassar, 2004; Barbosa and Moraes, 2004 cited in Olawale & 

Garwe, 2010). According to Beck (2007) external factors are informational framework 

and contractual, social factors, microeconomic environment and technology.   
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Tambunan (2008) considered SMEs as the output growth and the main source of 

employment generation both in developed and developing countries and he stresses that 

they play an important role in economic development, hence the government focus on the 

development of SMEs in order to improve economic growth (Olawale & Garwe, 2010). 

The studies consider that economic growth and SMEs growth have a direct relationship 

with each other. For instance, Beck (2005) mentioned that the relationship between the 

size of economic growth and the SMEs’ sector is positive as an SME’s growth leads to 

economic growth which causes the development of economic and reduction of poverty 

(Pandya, 2012). Beck et al. (2005) claims that countries with more SMEs have more 

growth and the rate of poverty is falling faster. Indeed, Pandya (2012) points out that the 

roles of SMEs are increasing considerably in national economics.  

 

Furthermore, the roles of SMEs are crucial in developing countries due to SMEs’ 

potential to improve the income distribution, poverty reduction, employment creation and 

export growth (Pandya, 2012). Besides, SMEs are seen as sources of innovation as well 

as entrepreneurial motivation and creators of competition (Abedsamed & Wahab, 2012). 

Moreover, the studies show that more than 22% of adult populations are employed by 

SMEs in developing countries (Daniel, 1994; Daniels & Ngwira, 1992; Daniels & 

Fisseha, 1992; Fisseha, 1992; Fisseha & McPherson, 1991; Gallagher & Robson, 1995). 

 

Currently, different SMEs face different challenges to grow, for instance, trade 

liberalization and the phenomenon of globalization create new challenges and 

opportunities for SMEs growth (OECD, 2004). Organization specific, is one of these 

challenges as the main problem for SMEs is the size of the firm in this challenge. Husain, 

Farooq and Akhtar (2011) stress that the crucial constraint, for small size enterprises,  

are lack of finance (Pandya, 2012). In addition, Tung & Aycan (2008) argue that the vital 

barriers to SMEs growth are insufficient investment capital and access to financial 

resources. These two reasons are the main challenges regarding the failure amongst 

SMEs (Pandya, 2012). 



7 

2.2 SMEs and financial resources 

According to the above discussion, it is obvious that all enterprises and business need 

financial resources to start their business and growth. However, access to finance is the 

main constraint for the business owner. A firm could access finance from the internal 

(informal) resources such as family and friends or the external (formal) resources such as 

banks, venture capitalists and private firms (Olawale & Garwe, 2010). Unfortunately, 

many SMEs are faced with a problem regarding access to finance from the external 

finance sectors. Thus, access to funds to start or expand the business could be the major 

obstacle for entrepreneurs (Berger et al., 2011).   

  

The organization for Economic CO-Operation and Development (OECD, 2012) depicts 

that survival of SMEs is dependent upon their access to financial resources. Modigliani 

and Miller (1958) argue that the investment attitude of a business depends on its 

financing decision in the perfect capital and credit market. Although, in the imperfection 

market, a firm’s decision will be influenced by financing constraints. An entrepreneur 

should use his/her personal knowledge and business plan in order to overcome this 

constraint and be able to access a bank loan (Abedsamed & Wahab, 2012).  

 

A number of studies have mentioned that SMEs count on financing from banks as a 

major source of finance regarding growth inclination. For instance, in Sweden, when 

internal funds are insufficient for firms, they are willing to using the external financing 

from banks (Bruns & Fletcher, 2008 cited in Sheng, Rani & Shaikh, 2010). However, 

according to Berger and Udell (2006) financing SMEs is not a pleasant issue from the 

bank’s perspective as they see SMEs as higher risk customers compared with large 

companies(Sheng, Rani & Shaikh, 2010). Besides, in order to make the lending decision, 

banks have an inclination to analyze different aspects of an SME. In this process, banks 

try to “seek signal from borrowers”. In some cases banks see the positive signal from 

SMEs which is a positive signal for the banks to cooperate with SMEs such as a good 

business plan or business growth plan (Jiangli & Unal, 2008, Cowling & Westhead, 1996 

refer to Storey, 1994 cited in Sheng, Rani & Shaikh, 2010).  
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2.3 SMEs and business plan 

Based on the above discussion, the business growth plan may play an important role to 

raise the chances in the lending process (Abedsamed & Wahab, 2012). Generally, 

business planning publications use a ‘one size fits all’ approach. This strategy is used to 

develop SMEs that have an inclination to grow in size, employment and so on. It is 

crucial to consider that the different business plans do not have the same needs, for 

instance, a growth plan is different from a start-up plan. It exactly depends on the needs 

of a firm to recognize which kinds of plan it requires due to the situation. Figure 1 shows 

the different business plans (Bloe J. 2010). 

 

State of business  Description Type of 

plan used 

Notes 

Start up Business starting    up Start-up Demonstrates viability of 

new enterprise 

Growth Business growing in terms 

of revenue,volume or both 

Growth Eliminates roadblocks to 

growth 

Growth-Volatile Business enounterning 

rapid change in either 

marketing or operation 

Growth Focuses on business 

survival. similar to 

growth plan with less 

ambition revenue targets. 

Growth-Mature Business is stable; not 

much change needed 

Growth Helps owner adjust to 

existing operations. 

Transitional/Succession Business passed on to a 

next generation or 

ownership 

Transitional Transition planning 

assists with transition. 

Some management 

consulting companies 

specialize in this.  

Figure 1: Different types of business plan for different development stages of a business (Bloe, 2010. p. 

5) 
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However, according to the purpose of this study only the growth state of a business plan 

will be studied. 

 

On the other hand, it should be considered that the business plan is divided into four 

different divisions and the growth of a business has an influence in each of them in a 

different way. Figure 2 shows these four divisions of the business plan and the influence 

of growth and transition on them. However, based on the purpose of this study, only the 

financial area will be investigated.  

 

 

 

Division From                                          To 

Marketing Prospecting                      Customer  service                           

        

Operation Chaotic                              Systematic 

Human resource Collegial                          Structured 

Finance Internal                             External 

Figure 2: Transition in the business division.(Bloe, 2010. p. 4). 

 

As is shown in figure 2 as the business grows, finance state moves from the internal 

resources to the external resources such as banks and investors.   

 

Furthermore, Zhzng (2008) has defined the credit status variable as a positive effect in 

the process of bank loans. Likewise and Roman (2002, cite in Abdesamed & Wahab, 

2012) argue that a family business’ owner will more count on the informal finance at the 

early stage of their business as they do not have the formal plan. On the other hand, for 

entrepreneurs who have a business growth plan, they can present their plan to an investor 

who may access a bank loan and could provide the bank loan for them. Thus, if a firm has 

a clear business growth plan, it will be helpful regarding access to a bank loan. In fact, a 

provider (bank officer) is not interested to invest in the business in which the investor 

does not believe in its business growth plan (Abdesamed & Wahab, 2012). Figure 3 
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shows how a business plan could create ease of access to a bank loan. This figure is 

developed by the author.  

 

 

Figure 3: developed by the author  

2.4 SMEs and access to finance 

Although having an appropriate business growth plan could raise the chance of accessing 

a bank loan, according to Elyasiani and Goldberg (2004) relationships play a significant 

role in the lending application process. It is more seeing when Banks face with the SMEs 

that have financial difficulties (cited in Sheng, Rani & Shaikh, 2010). In this situation, 

SMEs choose the small banks in order to have closer relationship (Cole & Goldberg, 

2004 cited in Sheng, Rani & Shaikh, 2010). Based on Peria (2010) unlike large banks 

which are not interested in serving SMEs, small and niche banks are capable of 

overcoming SMEs opaqueness through relationship lending (Peria, 2010). Relationship 

lending is a general issue in credit financing all around the world, especially in the 

European Union (Christoph, Schmieder & Ingrid, 2008).  

 

In addition, some studies suggest that SMEs face fewer problems in order to access 

finance in the countries where foreign banks have significant presence (Clarke, Cull & 

Peria, 2006). In the past decades, foreign banks have increased in many developing 

countries. Developing countries could take advantage of foreign banks regarding their 

ability to improve financial intermediation by rising improve stability, competition and 

enhancing efficiency. By entering foreign banks the competition and bank sector stability 

will be increased which are beneficial factors for all borrowers. As is mentioned before, 

foreign banks’ entrance could improve bank sector efficiency in developing counties 

(Clarke, Cull & Peria, 2001).      
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 On the other hand, some opponents suggest that increasing the number of foreign banks 

might have some unpleasant effects. (Clarke, Cull & Peria, 2001). Focarelli and Pozzolo 

(2000) argue that in spite of all the benefits by entering foreign banks, it could be still 

harmful for SMEs as foreign banks are more interested in large companies. The evidence 

proved that large organizations have difficulties in lending money to SMEs. However, 

according to Clarke et al. (2001) currently by changing in the technology, the inclination 

of lending to the SMEs by large banks has increased. Further, Mester (1997) points out 

that the nature of SMEs lending might change by advancing in a power computer and 

increasing data availability. Petersen and Rajan (2000) have seen the importance of these 

factors as they create a greater facility for SMEs regarding the lending process since, 

there is less necessity for banks to have a physical presence in the geographic area of 

lending.  

2.5 Bank system in Iran 
 In some developing countries such as Iran which obeys the Islamic rules for their 

banking system, some differences arise compared with developed countries such as 

Sweden. As is mentioned, Iran reorganized its banking system to the Islamic bank by the 

late 1979. The status of relationship between the entrepreneurs and banks in the Islamic 

banking system is either investor or partner not the creditor-debtor, like the European 

countries such as Sweden. In the Islamic banking system the concepts of participation in 

enterprises are employed and they utilize the funds at risk, on both profit and loss. The 

inspiration of the Islamic bank is coming from religion and strictly obeys the Shariah law 

(Ashraf, Giashi, 2011). Shariah is the religious law of Islam which literally means ‘the 

path to be followed’. Besides, Sharia is divided into two parts, Ibadat (literally means 

pray) which is related to the worship, and Muamalat (literally means business) which is 

related to the political, economics and so on. As the banking system is a part of the 

economy, it is channeled through Muamalat. According to the Islamic rules (Sharia) all 

the monetary transactions should be interest free as Islamic rules prohibit money which 

earns without any effort (Riba). Therefore, a profit-sharing scheme in mobilization has 

been developed by Islamic banks in order to avoid interest (Ashraf, Giashi, 2011). 

Furthermore, the capital cannot be provided for pornography, liquor, gambling and pork 

which are prohibited by Islamic rules (Sadeghi Shahdani, 2007).  
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The Islamic Sharia principle has two fundamental techniques which are Mudaraba 

(Capital financing) and Musharaka (Partnership). The former means the capital trust 

financing which is a contract between two parties. These two parties share profits and 

losses, which mean an entrepreneur, for instance, should return the entire funds to the 

bank with a negotiated profit or in case of any losses, it is undertaken by the bank as well. 

The latter means that the bank and the client contribute capital jointly. Profits and losses 

are shared based on the negotiated contract, but a partner is not responsible for the losses 

which are caused by the other partner (Sadeghi Shahdani, 2007). 

 

 In addition, several resources can be used in order to access finance in Iran. These 

resources are; state banks, private banks and financial institutions. State banks offer long 

and medium-term loans to the business but they prefer to work with the large businesses 

or those businesses that are trustworthy for them. For instance, they are interested to 

cooperate with SMEs which have a guarantee to take back a loan or those that belong to 

the state (Sadeghi Shahdani, 2007). However, the private banks main focus is on SMEs 

as they need SMEs since they form more than 90 percent of the businesses market in Iran 

and private banks are not allowed to cooperate with the organizations which belong to the 

government (United Nations Industrial Development Organization, 2001). 

 

Moreover, based on the Rules of Republic Islamic of Iran banks are divided into four 

different grades which are; Momtaz (Good), A, B and C. The jurisdiction of bank officers 

is different based on these grades. The bank officers with the Good grade have the 

minimum authorization and it is increased from grade ‘C’ to grade ‘A’. Generally, bank 

officers are able to decide up to a certain amount of money, 1000,000,000 Rial (500,000 

SEK). For larger amount of money the decision is transferred to the committee which 

includes four people who have higher authority. (http://www.investdirect.ir/).  

2.6 Bank system in Sweden 
In 2009, about 49% of SMEs in European countries used the internal resources in order to 

finance their enterprise; however this percentage has been decreased to 25% in 2011. The 

decision which was taken by the European commission an there could be a reason 

http://www.investdirect.ir/
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regarding this fact. The European commission made an action plan to develop access to 

finance for SMEs due to the fact that in most of the European countries such as Sweden 

more than 90 percent of businesses include SMEs. However, a credit standard has been 

contracted compared with 2009, but accessing the external finance has been increased 

(European commission,2011). In addition, it is crucial to know that the European 

Investment Bank (EIB) and the European Investment Fund (EIF) need to have a close 

cooperation with the European commission to play a major role in investing in SMEs 

(Darmanin, 2012). Indeed, Sweden provided some programs regarding improving access 

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

 

Moreover, in Sweden, four different categories of banks are: Foreign banks, saving 

banks, commercial banks and co-operative banks. Due to the last statistic in December 

2012, 117 banks are active in Sweden. The number of banks increased during the years in 

Sweden, for instance the number of commercial banks increased from 42 to 66 from 2000 

to 2012. Besides, new internet, credit market companies, telephone banks and securities 

firms became banks. Considering these increases, foreign banks have had the most 

increases during these years (Svenska bankföreningen, 2013).  

 

Banks set special interest rates for their deposits and credits which strongly depend on the 

current interest rates on the money market. The borrower’s creditworthiness, the bank’s 

financing cost, the competition between different saving and loan forms, the competition 

among credit institutions and the non-repayment risk are the other factors which are 

affecting the interest rates. Since the 1990s, the bank’s average lending and deposit rates 

have a descended trend. Although, the interest rates are varied in recent years, it is still 

lower compared with the 1990s (Svenska bankföreningen, 2013).   

 

Finally, there are some differences between this paper and the aforementioned studies. 

First of all, in this paper more information about a Middle East country (Iran) will be 

covered compared with the other papers. Moreover, there is a comparison between a 

developed country (Sweden) and a developing country (Iran) which has not been done in 

this way before.  
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2.7 SME in Sweden  
In development economics SMEs have a considerable contribution to make in order to 

net employment growth and wealth creation. Moreover, small firms are seen as key 

players in industrial restructuring, innovation, wealth generation and economic growth 

(Javed, Millman & Matlay, 2006). In most of the industrial countries governments make 

strategies trend in order to promote the entrepreneurial growth in areas outside expanding 

metropolitan districts (Klagge & Martin, 2005; Ratten, 2006 cited in Beggren & Silver, 

2010). The Swedish government establishes universities in regional center as a strategy to 

promote entrepreneurship outside metropolitan districts since Sweden has large number 

of cities which act as regional centers. The belief of this strategy is that universities can 

help the growth of the local economy by disseminating their knowledge.  

 

Furthermore, most of the ventures of capital firms in Sweden are located in Stockholm 

and Gothenburg which are the largest metropolitan areas. In fact, more than eighty 

percent of the members of the SVCA (Swedish Venture Capital Association) are located 

in these two cities (SVCA, 2008 cited in Berggren & Silver, 2010). However, banks 

should be considered as the most important resources of external financing for SMEs in 

most European countries including Sweden (Beck, 2007). Although, many researchers 

such as Binks et al., (2006) claim that in the lending process the relationship between 

SMEs and banks are problematic, since some entrepreneurs argue that banks are not 

helpful in order to help development and growth of the firms.  

 

2.8 SME in Iran  
Based on the United Nation Industrial Development Organization (2001), small size 

firms are included in 98.4% of all the businesses in Iran. Moreover, medium size firms 

are involved in only 0.2% of the business which leads to reduce the capacities to export. 

As is mentioned before accessing external finance is a big challenge for the SMEs in 

most of the countries, especially in Iran, as there are huge lengthy bureaucratic 

procedures. Although, the main export of the country is included, oil export, the 

government has an inclination to encourage industrial and non-industrial goods and 

services to increase the rate of export. Recently, the Iranian governments has set up some 

program in terms of upgrade human resources and productivity, promote competitive 

economic activities and reduce governmental monopolies, as well as support small 

industries by providing facilities to investors (United Nation Industrial Development 

Organization, 2001).             
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3. Methodology  
_____________________________________________________________________ 

This chapter begins with a literature search and continues research strategy, selection of 

respondents, data collection, validity and reliability.  

_______________________________________________________________________ 

3.1 Literature search  
This paper has begun with a theoretical framework research in the Google scholar and  

Halmstad University’s library. The theoretical framework defines SMEs, growth, 

business plan, internationalization, financing and bank loan. Some references iterate a 

number of times that shows their importance. Most articles are gathered in the university 

library’s search engine Summon, thereby, the major parts of the theoretical framework 

especially the newer parts, has been taken from that library. Some keywords that have 

been used in this paper are: growth, SMEs, business growth plan, bank loan, Sweden, 

Iran, developed countries and developing countries. The keywords have been used both 

individually and in combination.     

3.2 Research strategy 
Since the purpose of this paper is to express the relationship between the business growth 

plan and access to a bank loan, a qualitative study is conducted. A qualitative study 

includes a emphasis on how an individual perceives and interprets reality. In contrast, a 

quantitative study emphasizes on quantification in the analysis and collection of data. For 

instance, the focus of a qualitative study is on the words rather than numbers (Bryman, 

2002; Bryman & Bell, 2007). Based on Bryman and Bell (2007) a qualitative study 

depicts a view of social reality as a regularly modifying emergent property of an 

individual’s personal creation. According to Bryman (2002) a case study is a survey 

designed when an individual case is studied with a qualitative approach. Case study is 

used when an especial case from one place such as a geographical area or an organization 

is studied (Bryman, 2002). According to Yin (2009) a case study should fulfill three 

criteria; (1) it is responsible to cover how something happens when an issue is set, (2) 

also it is used for evidences that happen now or finally (3) finally it is used when there is 

a little investigators or there is no control of the events (Yin, 2009). Besides, Yin (2009) 

indicates that a case study is used in lots of different situations to gather more knowledge 

regarding social, phenomena, organization and an individual. In addition, he emphasizes 

that a case study is helpful in order to interpret an operation and the success at the 

specific time. Further, having more than one case in any study is called multiple case 

studies (Yin, 2009). 

Figure 4 shows that a theory needs to develop as a first stage. In the second step, the 

cases are selected and especial measurement for the data collection is processed. The 

third step includes each case study with whole facts and conclusions for each one. 

Finally, it indicates why the results are not the same for all case studies (Yin, 2009). In 

this paper, this model is precisely followed.     
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Figure 4: Case Study Method (Yin, 2009. p. 57) 

 

 

Moreover, lists of regularly required skills are suggested by Yin (2009) in order to have a 

correct case study. This list involves how to ask a correct question but not interpret the 

answer, being a good listener, do not use your own preconception, being responsible to 

present contradictory proof, being flexible and adaptive (Yin, 2009). All aforementioned 

skills have been considered during the interviews.  

3.3 Selection of the respondents 
From the beginning I was supposed to select four banks in Iran and four banks in Sweden 

as well as four SMEs in Iran and Four SMEs in Sweden. In order to achieve this goal I 

contacted ten SMEs in Iran of which only four of them were suitable for my interview 

since the other ones mentioned that they have no inclination to access a bank loan. 

Moreover, I contacted seven SMEs in Sweden of which only four of them agreed to an 

interview. Further, based on the interviewees I was asked not to mention the names of 

either the banks or respondents and therefore all responses are anonymous. As the 

purpose of this study was to compare Iran and Sweden the companies are divided in to 

two parts; some of them active in Iran and the other ones active in Sweden. Also, banks 

were selected for interview in both Sweden and Iran. In Iran two different kinds of banks 

were selected for interview which were included state-banks and private banks. The 

reason that these two kinds of banks were selected is; there were some differences 

regarding bank loans between them. It took some weeks to access the bank officers and 

CEOs of the companies in both countries. SMEs that have been interviewed have 

operated in different sectors, in both Iran and Sweden.   

3.4 Data collection 
According to Churchill and Iacobucci (2005) and Saunders and Thornhill (2007) data 

collections are divided into two parts, Primary data and Secondary data. When a 

researcher collects the data by interview it is called primary data. Secondary data is data 

that is collected from the existent researches or published literature. Both methods are 

used in this study.  
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In this study, in order to acquire information in both Iran and Sweden in total seventeen 

interviews were conducted, which included four interviews with the bank officers in Iran 

and four interviews with the bank officers in Sweden. Eight interviews were conducted 

with the CEO or manager directors of the SMEs in their office in both countries. Also, 

one interview was conducted with the CEO of an SME by Skype in Iran because of the 

geographical inconvenience. Based on Bryman (2002) when a qualitative research is 

used, an interview is the most common method. Churchill and Iacobucci (2005) argue 

that when a case study is used, an interview should be applied instead of a survey. A 

researcher is able to gain a more depletive evaluation by conducting interviews. Further, 

an interview gives more flexibility in the research question to the investigator (Bryman, 

2002). In addition, in an interview, if some questions are needed for the further 

information a researcher can ask them and the respondent can speak freely (Bryman, 

2002; Yin, 2009). Moreover, in an interview there is a chance for the respondent to ask 

questions regarding the questions that he/she needs to be answered which avoids 

misunderstandings (Bryman, 2002). On the other hand, the cost of a survey is less 

expensive than an interview which is the positive aspect of a survey. In this study the cost 

was not a problem due to the geographical location of companies and banks which were 

nearby and there was no need to pay to use Skype. The lengths of the interviews were 

different based on the words of the respondents. For the banks, it was between 30 

minutes and 67 minutes and for the SMEs they  were between 25 minutes and 45 

minutes.       

   

The interviews had an interview guide to follow, however, sometimes the respondent 

started to talk about the questions which were not yet asked, thereby; the questions were 

asked based on the answer from the previous question. This kind of interview is called 

semi-structure interview. Based on Bryman (2002) semi-structure interview is used when 

a researcher follows an interview guide but asks other questions which are not in the 

interview guide. In addition, Churchill and Iacobucci (2005) state that by this method 

questions will differ from interview to interview.  

 

Moreover, regarding secondary data, Lewis, Saunders and Thornhill (2007) suggest that 

collection data is crucial to find related information, based on the study’s purpose. In this 

study an academic database and archival types of resources were used. In this study the 

theoretical framework was gathered then the research question was conducted which is 

called the deductive process (Bryman, 2002).    

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

in order to measure the reality of a study. Validity includes three different types which 

are; Internal validity, which is established casual relationship among two or more 

variables in order to investigate if it is sustainable or not, Construct validity, which is 

used in quantitative studies and finally External validity which is used to find out if the 

finding from the study can be generalized (Bryman, 2002; Churchill & Iacobucci, 2005; 

Yin, 2009).  

 

Yin (2009) states that an investigator accomplishes Internal validity by indicating a 

certain event is the result from  previous events, regarding the collected information from 
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documented evidence and interviews. Internal validity is used in this study as the 

information that is collected from the interviews and earlier studies that were made by 

well-known scholars; besides the interviews were taped and transcribed.    

According to Bryman (2002) it is possible to achieve external validity by using case 

study, as a specific enterprise is not representative for the other enterprises. However, 

based on Yin (2009) the purpose of a case study is in the analytical generalization to 

expand a theory, not in the statistical generalization. Indeed, Stake (1995) mentions that 

researchers make naturalistic generalizations in a case study which is developed by 

distinguishing similarities of subjects within a context which is not the same with 

deductive generalization, according to statistical analysis. In this study only the 

challenges which companies face regarding access to bank loan are considered. In 

addition, in this study, the author tried to generalize the theory by gathering information 

which is collected from the interviews regarding Yin’s (2009) assumption, who states 

that a case study’s goal is to an extent, a theory. Finally, more than five companies are 

interviewed in this study which makes it more generalized.  

3.6 Reliability     
It is called reliability when it considers whether the findings from a study can be repeated 

or not. Yin (2009) and Bryman (2002) argue that the data collections need to generate the 

same result. Moreover, Yin (2009) states that the goal of reliability is to minimize the 

errors in the study.  

 

In this study, the methodology part is well documented, as every step that has been made 

from the beginning is mentioned in the methodology part, and theoretical framework has 

searched in the University library. Yin (2009) states that this is a general way of 

approaching the problem with reliability. Moreover, the reliability of this study is 

increased by presenting the case study method in the figure 4 which shows a more 

detailed structure of the study’s process.  

 

According to Kvale and Brinkman (2009) the researchers who transcribe their interviews 

have a bright picture of conversations. Indeed, due to the noise and distraction during the 

interviews, most of the interviews were taped and they were transcribed in detail as soon 

as interviews were ended (Kvale & Brinkmann, 2009). This leads to minimize the chance 

of misunderstandings, due to the fact that they were still fresh in the memory. Also, the 

interviews which were conducted in the mother language minimizes the risk of 

misunderstanding. After all these processes the interviews were listened to one more time 

to avoid any mistake.  
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4. Empirical data 
________________________________________________________________________ 

According to the purpose of this paper, the author had several interviews with banks and 

SMEs both in Iran and Sweden. Indeed, the empirical part in this study will be divided 

into two parts: Iran and Sweden. 

________________________________________________________________________ 

4.1 Empirical data in Iran 
As is mentioned above, the empirical data in Iran is divided into two parts: interviews 

with banks and interviews with SMEs, which included four banks and four SMEs. 

4.1.1 Banks’ Interviews 
 Four interviews with banks in Iran have been done which were included two state banks 

and two private banks. Based on these interviews the first step for a firm to access a bank 

loan is filling in the application form. The second step is, the bank investigation regarding 

the financial situation of the firm, as the bank questions from the central bank about the 

case firm’s history. Several important things to investigate are; whether the firm has had 

any debt or not, reputation of the firm and how the firm paid off its previous loan. After 

all these investigations the bank either asks for more documents or rejects the request in 

the early stages. In fact, if the firm is recognized as a reputable one, the bank asks for 

more documents such as an established advertisement, firm’s capital, establishment’s 

license, the industry which the firm operates in, commercial card, the number of 

employees, property or leased documents, cash flow of the firm during the last year, 

employees’ insurance, age of the firm, machinery Inc, the board’s financial situation 

which could be a good guarantee to repayment and finally, acceptable collateral 

regarding repayment (could be property or personal’s account). Due to the rules of the 

Republic Islamic of Iran, banks only allocate loans to the Iranian producers and services 

providers; which means that if a firm imports products, it cannot be eligible for bank 

loans. In the last step, the bank officer investigates the firm’s situation by being in the 

place personally and proctors the firm’s operation to be sure that the firm is operating in 

the industry which is claimed. 

 

After all these steps, if the firm’s application regarding the bank loan is less than 

1000,000,000 billion Rial (500,000 SEK), the decision will be made in the branch 

according to the bank officer’s report and firm’s documents; otherwise the case will be 

sent to the committee which includes four people who have more authoritiy than bank 

officer branches. Based on all documents and the industry which the firm operates in, the  

banks will decide whether the loan should be allocated to the firm or not. For instance, 

according to one bank officer, “the bank is not interested in cooperation with the firms 

which operate in the car industry right now, while the bank has a tendency to deal with 

the companies which operate in the gold industry (produce gold).” It is crucial to 

mention that private banks can only cooperate with the firms which are not monitored by 

government. Moreover, the state-owned firms need to cooperate with the state banks.  

 

Furthermore, based on the interviews, the risk that a bank’s officer accepts has a crucial 

role in order to allocate the loan, but having the business growth plan could make access 
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to a bank loan easier for companies. They mentioned that “having the business growth 

plan could be a guarantee for us to be sure that the risk of the business is low, besides the 

chance for the companies with the business growth plan is higher than the ones without 

any plan.” One of the bank officers in the private banks states that “It is really good for 

the private banks to work with a company which has the appropriate business growth 

plan since a successful firm could increase the bank’s reputation as well”. On the other 

hand, the decisions for state banks are easier as they are able to cooperate with the state-

owned firms which could be a good guarantee regarding repayment.  

 

Moreover, the interviewees explain the interest free system by adding “Although there is 

no interest in the banking system as the banks work as a lawyer of SMEs, they charge 

SMEs with specific money which is called honorarium (advice fee). Honorarium is 

different amongst the private and state banks; the rate is lower in state banks”.       

 

According to all interviews, the lending process has specific rules and the bank officers 

cannot interfere with or break the rules, even if there were any relationship. However, 

sometimes knowing a manager of a firm or having full information about his/her 

financial situation or his/her business plan could be a guarantee to allocate the bank loan. 

One of the interviewees mentioned that “The bank cooperates with a firm for a long time 

and has had full information about his business. Indeed when he asks for the bank loan, 

the bank accepts his request because there was no risk to allocate a loan to him.” 

However, banks are not allowed to allocate the loan more than ten times a firm’s assets. 

Indeed, all the interviewees mention that the honorarium (advice fee) is different from 

business to business and it depends on the collateral and cash flow of the business. A 

company with strong collateral will pay fewer honorariums.  

4.1.2 SMEs’ interviews    
It is interesting to know, ten SMEs were selected to interview considering the purpose of 

this study, but only four of them either have applied for bank loans or have the inclination 

to apply. Based on my research, most of the SMEs are not interested to apply for a bank 

loan as they see it as a big challenge, so they would rather use internal finance. When I 

talked to entrepreneurs, I asked if they have tried to access a bank loan.  They answered 

“there is no need to try as we know that there are lots of obstacles. In point of our view 

there is no way to access a bank loan”.  

 

On the other hand, four interviews have been done with SMEs which applied for a bank 

loan, although only two of them were able to access it. All these companies had more 

than four years background and they have between five and twelve employees. Among 

these companies two of them are business families which helped them to be able to 

survive at the early ages. One of the entrepreneurs mentioned that “I had no problem 

regarding negotiation with the bank (the same bank which his family deal with) or 

finding the right way in order to access a bank loan as my grandfather cooperated with 

the bank officer for years and he had a good reputation. So, it was easy for me to use my 

grandfather’s name and take advantage of his reputation. I was able to access a bank 

loan with the minimum amount (100,000,000 Rail, 50,000 SEK) but recently when I 

applied for more finance I have faced obstacles, as I am running a business considering 

importing products”. In addition, there was another company which was able to access a 



21 

bank loan with the maximum amount (10 times companies’ assets) based on its business 

growth plan. The entrepreneur emphasized that “I had a business growth plan for the next 

five years ahead, my plan was a guarantee for the bank as they investigated my company 

and was sure that I have followed my plan during the last 2 years, however, I used my 

connection to convince the bank to investigate my business”.   

 

On the other hand, there were two interviews with the firms that applied for a bank loan 

but they were not able to access it. When I asked them about their business growth plan 

they answered “I have a business plan but not the business growth plan”. In addition they 

claimed that “one challenge they faced is, the amount of bank loan is based on the last six 

months company’s transactions (cash flow); however the cash flow is low in the early 

stages while banks are interested to work with those companies that have the high cash 

flow”. Although one of these companies imports the medical devices, he was able to 

access a bank loan before, but everything is now changed after the sanctions imposed in 

Iran.  

 

All the companies claim that “they faced lots of problems due to the sanctions, especially 

during the last years”. For instance, the entrepreneur who imported the medical devices 

claimed that “there was a rule for the companies that import the medical devices in the 

past in order to access a bank loan, but after the sanctions there are no facilities and 

banks ask us to produce the devices in order to access a bank loan. However, the capital 

of machinery to produce these devices is four times of our sales”. Another problem 

which the companies face is that they are not able to either open an LC (letter of credit), 

or using foreign banks. They even face challenges to access a national bank’s facilities if 

they want to import raw materials, as all banks are boycotted by the European Union, 

USA and the other countries. 

 

Finally, all the entrepreneurs mentioned that “to access a bank loan is not easy in Iran, 

especially in the current situation in which the risk of the business is increased”. Even the 

companies which were able to access a bank loan previously, have no interested to apply 

for it one more time.        

4.2 Empirical data in Sweden   

4.2.1 Banks interview 

As is mentioned before, four interviews with banks have been done in Sweden with 

account managers. Based on the interviews, the first step for an entrepreneur in order to 

access a bank loan is, being a customer of a bank. Then the banks start to investigate the 

business. In the next step, they expected to be informed considering the business plan. 

Then they ask for the documents such as a collateral or cash flow of the company. 

Finally, they make the decision based on all the information they have. 

 They all mention that “if the entrepreneur is a customer that we already have in the 

bank, we know more about his/her business and basic information about the company but 

when it is a new customer, of course we have to investigate his/her business and be sure 

about the ethics of the business. Indeed, we start by learning to know the company, what 

they do, what their business is all about, why they conduct this business”. Besides, they 
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considered that “the cash flow of the company is really important, in fact the cash flow of 

the company is evidence for the bank to see whether the company has the repayment 

capability or not?” One of them stated that “we ask for the last years cash flow of the 

business, if we see they have done their job with the good cash flow, then being involved 

in the credit process is easier”.  

 

Moreover, one of the crucial things in the credit/lending process is a business plan. All 

the interviewees argue that having a business plan is really important. One of them 

mentioned that “We would like to see the business plan but also the budget of the 

company. I would say it is almost the same for the business growth plan”. However, all of 

them consider that having a business growth plan has both advantages and disadvantages 

as it will increase the risk of the business. One of them stated that “The growth business 

is always interesting and it is always fun to work with, they are really entrepreneurs, they 

are really see that things have to go further; but you have to remember when you are 

growing, things happen with the balance sheet, your stock would goes up probably, but 

you have to get a cash flow to follow”. Another account manager mentioned that “I would 

say a business growth plan is good in one way because it shows that the company has 

done its homework, analyzed the market and the possibility of increasing the products 

and that is definitely a positive sign, but our job is to analyze if is possible to reach this 

economic profit. I mean you cannot just show us some figures, you need to see if the 

economics’ plan is sustainable. So, having a business growth plan has both pros and 

cons”.   

In addition, after a bank becomes sure, considering the capability of the repayment they 

will ask for collateral which is really crucial for banks, as if a company goes down they 

are able to use collateral to repay. As one of the bank managers mentioned “When we 

come to the collateral, there are different kinds of collateral in the lending process, for 

instance, when a company put its properties as a collateral such as machinery, if 

something happens for the company, we can sell the machines and repay the money.  

 

Moreover, there is limitation in the lending process based on the properties of a 

company, but it is different from case to case and there is no especial definition for this 

limitation”. Indeed, it is possible to put different things as collateral, even  personal 

property.  

 

It is interesting to know that the interest rate is different from case to case in Sweden. 

According to the interviews all of the account managers confirmed that “interest fee 

depends on several factors such as the risk of the business or the amount of money that a 

company asks for. In fact a company with a low risk and high profit would pay lower 

interest fee than a company with a high risk and low profit. Indeed, a company which 

operates in the industry that is seeing as a high risk industry, faces more challenges, even 

with a strong business growth plan. When the risk of a business gets increased, the risk of 

a successful business growth plan gets increased as well”.     

4.2.2 SMEs’ interviews 

 In Sweden seven SMEs were selected to interview, however, only four of them either 

applied for the bank loan or have an inclination to apply. When I asked the SMEs, that 
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did not apply for the bank loan, “what your reason is?” They considered that “As we are 

new companies we do not have enough documents to apply; besides, there is a supporter 

for SMEs which is called Almi. All of the SMEs have this chance to get money from Almi 

without need to repay. Although, the amount of money is not a lot but it is still enough for 

the new companies”.  

Almi is found in 1994 and it is a state-owned company. It includes 21 subsidiaries and 19 

regional companies. The aim of Almi is to create growth and innovation in business, 

besides, get more innovation ideas with the combination of consulting.     

 

In addition, the other three SMEs mentioned that from their perspective accessing a bank 

loan is not easy at all, however, one of the interviewee cited that “I think it is easy to 

access a bank loan if you have a perfect business plan, indeed I think that having a 

business growth plan could be a factor for more help”. He added that “I went to the bank 

and asked for a bank loan, they asked about my business plan as I had both business and 

business growth plan, I had no problem considering access a bank loan”. I asked him “if 

he had access Almi” and he stated that “Yes, I got money from Almi three years ago when 

I started my business, besides in Halland it is possible to get help from Halland region, 

but right now I need more money in order to grow my business”. 

 

As is mentioned before, it was not the same for the three other companies. One of them 

argued that “I went to the bank and asked for a bank loan and all the documents that they 

needed, but they asked for lots of documents and collateral such as my own house which 

was not acceptable for me, further, if I wanted to put my house as collateral I would take 

a loan as a private customer, so why should I put my business in risk. Indeed, the interest 

fee that they suggested for repayment was so high for my business”. I asked “if she has a 

business growth plan”. Her answer was “I have not had any business growth plan and I 

was not interested to grow but, of course I had business plan”. The answer of the two 

other companies were almost the same as her, except they mentioned that “I think for 

SMEs which are working in the innovation field like us it is better, do not get the bank 

loan as we can use the money from Almi”. One of them mentioned that “I got 20,000 SEK 

from Almi which was enough for my companies at the beginning and right now when I 

asked for the bank loan I found it difficult. So, it is better not to put my business in risk. 

Accessing a bank loan needs lots of documents and I do not have tendency to grow”.   
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5. Analysis  
 

______________________________________________________________________ 

Analysis of this study is divided to three parts, first of all the banks’ perspective will be 

analyzed, then the SMEs’ perspective will be considered and finally, the similarities and 

differences will be mentioned. 

______________________________________________________________________  

 5.1 The impact of business growth plan on accessing a bank loan 
[banks’ perspective]  
 Likewise and Roman (2002, cited in Abdesamed & Wahab, 2012) argued that for 

entrepreneurs who have a business growth plan there is more opportunities to access 

either investors or banks  by representing their business plan. Thus, if a company has a 

clear and convincing either business or business growth plan, it could be helpful 

regarding access a bank loan as the banks are not interested to invest in the business 

which investors do not believe in its business plan (Abdesamed & Wahab, 2012). Based 

on the interviews with the banks in Sweden, it is clear that they deeply follow this idea as 

the banks officer stated that having a business plan is crucial in order to access a bank 

loan. It is the same for the banks in Iran as they interested in the SMEs with the good 

business plan. However, there are some differences ideas regarding the business growth 

plan. As is mentioned above all the account managers in Sweden argued that having a 

business growth plan have both advantage and disadvantage due to increasing the risk of 

the business. In the sustainable situation, business growth plan is a positive sign but it 

could lead to the catastrophe in the bad economic situation. Indeed, banks should be more 

careful in order to cooperate with SMEs which have a business growth plan. As a result, 

if a company has a business growth plan, an entrepreneur is expected to have the whole 

information considering margins in order to be able to convince the bank regarding its 

business growth plan. In fact, in Sweden having a business growth plan would be a 

negative signal to access a bank loan unless the entrepreneur is able to calculate the entire 

situation such as economic situations, margins, and cash flow and so on.   

   

On the other hand, bank officers in Iran stated that having a business growth plan is a 

positive sign for the banks. The banks are interested to cooperate with the businesses with 

an appropriate business growth plan as banks consider them as a source of economic 

growth. Besides, private banks in Iran intend to be financial supporter of businesses that 

have an inclination to grow. Indeed, a company with an ethic and logical business plan 

has more chance to access a bank loan compared to the other. According to the Iranian 

rules which emphasize on allocating loans to a domestic business producer, the 

preference of having a business growth plan is getting increased. In fact, a company is 

able to receive more amount of a bank loan by being more productive. Although, due to 

the Islamic banking system that emphasizes on sharing the profits and losses, banks are 

more careful regarding allocating bank loans, which could be seeing when we come to 

examine the documents that banks ask regarding a bank loan.  
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5.2 The impact of business growth plan on accessing a bank loan, SMEs’ 
perspective  
Likewise and Roman (2002, cite in Abdesamed & Wahab, 2012) argued that SMEs more 

count on the internal finance at their early stage of their business as they do not have 

either the formal business or business growth plan. Besides, family business’ owners 

more count on the internal finance at their early stage of their business while Bloe,(2010) 

considers that during the growth process, the need of financing is move from the internal 

preference to the external preference. In addition, according to the Zhzng (2008), the 

credit status variable has a positive effect in the lending process. 

  

The interviews with SMEs in Sweden confirm the idea of Zhang as all the SMEs argued 

that they need to be a customer of a bank and have an appropriate business plan to access 

a banks loan, which means they need to have a credit in order to be eligible for a bank 

loan. However, most of SMEs find it extremely difficult to access a bank loan. The big 

challenge for them is the business idea. Most of the SMEs prefer to present a business 

idea for Almi and take advantage of the money from Almi. In addition, it is surprising 

that most of the SMEs in Sweden do not tend to grow and they prefer to stay small and 

use an internal financial. They considered growth as a big challenge as most of them 

mentioned that we do not have a business growth plan and just some of them have growth 

inclination. Although, the SMEs with growth inclination believe that their business 

growth plan is a key factor to access a bank loan, we could find out from bank’ 

perspective, it is not always like that and sometimes a business growth plan could be a 

reason for not being approved.  

 

On the other hand, the interviews in Iran show that most of the SMEs have an inclination 

to grow, on the contrary of Bloe’s (2010) idea, they are not interested to use the external 

capital during growth preference as they face lots of obstacles in this process. According 

to Likewise and Roman (2002) not only SMEs are interested to use the internal financing 

at the early stages, but also they continue this approach during their growth process. In 

SMEs’ point of view, asking for a bank loan is a time consuming process. However, 

some of them try to access a bank loan. As this study demonstrates, most of the 

companies with an appropriate business growth plan were able to access a banks loan in 

the past but the sanction makes the situation hard for them. If we assume that there is no 

sanction a company with a business growth plan has a higher chance to access a bank 

loan than the other ones in Iran.   

 

Moreover, scholars argue that SMEs face fewer problems considering access to finance 

in the courtiers where foreign banks have significant presence (Clarke, Cull & Peria, 

2006). By looking at the situation in Iran we can confirm this assumption. As is 

mentioned before, due to the sanction it is not possible for the Iranian companies to 

access a foreign bank, indeed they face more challenges regarding cooperating with 

foreign countries as they are not able to use their credit during transactions while the 

SMEs in Sweden do not face such difficulties. Indeed, if an Iranian company is interested 

to grow in international market, it will be faced lots of obstacles regarding the situation. 

In this case, although the bank loan is an enormous help for the companies but it is not 

enough.  
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 5.3 Similarities and Differences  

 5.3.1 Interest rate V.S. Interest free 

From my point of view, the interest rate creates a huge difference between Iran and 

Sweden as Iranian banks are interest free while the interest fee is applied by Swedish 

banks which is different from case to case. Due to the interviews with account managers 

in Sweden the interest rate depends on the risk of the business which means a company 

with a business growth plan takes more risk; it leads to increase the interest fee which is 

not a pleasant for growing SMEs. On the other hand, due to the interest free rule in 

Iranian banks whole the process is a little bit different. In Iran there is amount of money 

which should be paid by borrowers, is called honorarium (advice fee). Honorarium is 

different from business to business, it depends on the cash flow and the collateral of the 

companies, thus a SME with a business growth plan not expected to repay more, which is 

a pleasant factor for those that have an inclination to grow. As honorarium is different 

amongst the Iranian private and state banks (it is lower in state banks) most of the 

entrepreneurs tend to apply for a bank loan in state banks.   

 5.3.2 Lending process 

Furthermore, it is interesting to know that the lending process is more complicated in Iran 

than Sweden as Iranian banks ask for more documents and need more investigations 

considering the lending process. However, it seems Iranian banks are not consider the 

business idea or business plan as an important factors. Indeed, a company with a adequate 

cash flow but not an innovative business idea has the same chance to access a bank loan 

compared a company with an innovative business idea and the same cash flow. While in 

Sweden business idea is the most important factor for the banks. In both countries having 

strong collateral is essential as they need to be sure regarding the repayment. Moreover, 

the amount of loans which could be allocated to companies have a specific limitation in 

Iran (10 times of companies’ asset) while in Sweden it is different from case to case.  

 

Furthermore, for Iranian banks, it is crucial to cooperate with the companies which are 

produced the domestic products and not be involved in importing sections, however, 

Swedish banks support companies in all sections.   

 5.3.3 Banks’ perspective V.S. SMEs’ perspective 

In addition, it is significant to compare the bank’s perspective and the SMEs’ perspective 

as there is a big gap between them. From banks’ perspective in both countries accessing a 

bank loan is not difficult and the banks ask for the general documents and have full 

cooperation with SMEs. Besides, they are interested to work with SMEs and there is no 

challenge as long as SMEs operate based on ethics and legal. 

 

While from the SMEs’ perspective in both countries there are lots of obstacles to access a 

banks loan. They all often consider the process as a tough process. They believe that 

there is no logic behind the documents that banks ask for. For instance, the cash flow 

during the last year is a big challenge for them as most of the SMEs are in their early age 

is not able to provide an adequate cash flow. Another challenge for them is collateral 



27 

which is hard for them to provide. They are not interested to put all their properties in risk 

regarding bank loan. 

 5.3.4 Overall view  

This study relive that having a business growth plan could be a positive sign for the 

Iranian companies as they are able to access a bank loan with their business growth plan 

while for the Swedish companies the situation is different. It is possible a company lose 

its chance to access a bank loan with a weak business growth plan. One reason for this 

different could be Iranian banks tendency to encourage the companies for producing 

domestic products. Thus, they have tendency to give credit to the growing companies in 

term of internal productions, however, banks get adequate collateral in case of any failed. 

On the other hand, being profitable is the most important factor for the Swedish banks. 

Indeed, if they consider a business growth plan risky they are not interested to be 

involved with this business.    
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6. Conclusion, Recommendations and Limitation and 
Further research 
_______________________________________________________________________ 
In the last part of this study conclusion will be presented, besides some suggestion will be 

provided for both banks and SMEs, and finally, the limitation of study will be explain as 

well as the further researcher. 

________________________________________________________________________________________________  

6.1 Conclusion 
 At the beginning of this study, the purpose was to describe the similarity and differences 

in the lending process in Iran and Sweden as well as how having an appropriate business 

growth plan could be helpful to access a banks regarding the lending process, besides the 

research questions were set as, 

 How do SMEs business growth plan could influence on accessing a bank loan?  

What are the differences and similarities in the lending process between Iran and 

Sweden?  

 

Since, I was able to describe the whole lending process in both countries and compared 

the process, explain precisely the role of the business growth plan in the lending process 

in both countries and consider the similarities and differences between Iran and Sweden 

the aim of this study is fulfilled.  

 

First of all, this study indicates that the logic behind the lending process in both countries 

is the same since the banks start the process by investigating the business situation and 

when they become sure about the ethics of the business and adequate cash flow they shift 

to the next level. Further, for banks in both countries having appropriate collateral is 

essential and they are not interested to cooperate with the high risk SMEs. 

 

Furthermore, some differences were recognized such as the interest rate. As was 

mentioned before the banking system in Iran is interest free, although they receive 

amount of money as an advice fee, in Sweden banks are set out interest rate for bank loan 

which is different from case to case. Indeed, in Sweden the priority in the lending process 

is with business idea and then cash flow while in Iran the priority is with cash flow even 

if the business idea is not creative or innovative.    

 

Moreover, Iranian banks will be involved in the lending process when the SMEs are 

domestic producers while there is no difference between an importer and a producer for 

the Swedish banks. In fact, Swedish banks will be involved in the lending process when 

SMEs have all the required documents.   

   

Finally, having a business growth plan does not have the same influence in Iran and 

Sweden regarding the lending process, since it is a positive parameter for the Iranian 

banks most of the time while it could be considered as a negative parameter for the 

Swedish banks if they consider growth process risky.  
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The most surprising found in this study is the banks’ perspective V.S. SMEs’ perspective 

regarding the lending process. Banks intend to cooperate with SMEs and do not consider 

it as a big challenge while from SMEs’ perspective there are lots of obstacles in order to 

access a bank loan. It is noticeable to know that SMEs in Sweden are not interested to 

grow as they perceive growth as a difficult process especially when they need to move 

from the internal to the external financing, besides Swedish banks see the growth as a 

risky plan. Indeed, it is tangible that if Swedish SMEs want to cooperate with Iranian 

banks their willing to grow will be increase as Iranian banks try to support growing 

business most of the time.          

6.2 Recommendation 
The recommendation of this study will be divided into two parts. First part focuses on the 

recommendation to the banks and the second part focuses on the recommendation to the 

SMEs.  

 6.2.1 Recommendation to the Banks 

Based on the pervious researchers which state that currently, banks need SMEs since the 

number of SMEs is increased in the market, especially in developed countries, the 

suggestion for banks is to try decreasing the obstacles for the SMEs in order to get more 

involved with SMEs section. As a result, the following suggestions will be mentioned  

 Decrease collateral requirement  

 Monitoring business growth plan  

 

Based on the all interviews in both Iran and Sweden, providing collateral is a big 

challenge for SMEs since they do not have considerable properties. In this situation, 

banks accept the personal collateral but most of the SMEs are not interested to put 

personal properties in risk. Thus, if the banks are able to change the situation for the 

SMEs in order to provide collateral based on their cash flow or the size of their business, 

it could be opened new windows for the SMEs.  

 

Moreover, in Sweden a business growth plan could provide some difficulties for  the 

SMEs as the logic behind it could be not accepted by the banks while it is possible that a 

SME begin to grow, on the contrary of the logical predicts it become successful 

companies. As is mentioned in the theoretical framework the entrepreneur’s willing play 

a crucial role considering growth, indeed most of the time the entrepreneurs who tend to 

grow are the ones who are able to overcome the challenges. On the other hand, Iranian 

banks are easily trust the growing business which is not positive point either. Thus, if 

banks in Sweden are able to trust the growing business and in both Iran and Sweden 

banks give market analysis consults to SMEs, the chance to access a bank loan would be 

raising.  

6.2.2 Recommendation to the SMEs  

According to the all interviews and previous researchers if a company has an inclination 

to grow, it need to move from the internal financing to the external financing, however 

there were some examples of SMEs in Iran which are growing without shifting their 

finance situation. Based on the interviews in this study many of the SMEs are not 
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interested to apply for the banks since they perceived it as a big challenge. However, 

banks argue that the door is always open for the SMEs, indeed the suggestion of this 

study for the SMEs managers is to have a clear business plan and increase the cash flow. 

Besides, it is not a good idea to apply for the bank loan at the early stage due to the 

unsuitable situation. It is better they take advantage of investors at the early stage and 

when they have appropriate cash flow, they apply for the bank loan. The crucial item is 

that the key to access a bank loan in Sweden is business idea and in Iran is good 

reputation and adequate cash flow.      

6.3 Limitation and Further research  
Although, many factors have an influence on SMEs access a bank loan such as 

networking but in this paper just the role of having a business growth plan was 

considered. Furthermore, due to the aim of better understanding regarding accessing a 

bank loan and comparisons between a developed and a developing country, two countries 

were considered in this paper.  

 

Furthermore, this study only investigates in one developing and one developed country, 

thus the results cannot be applied in every developed and developing countries. 

Moreover, just one dimension of business plan is studied in this paper and could continue 

to examine the effect of the other dimensions of business plan.  
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Appendix: 

 

Background Question: 

 

What is your work title? 

How long have you been working here? 

Do you want to add something before I start? 

 

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? 

 Could you explain about your business plan? 

 How do you evaluate the risk of your business?  

 Have you had any business growth plan? 

 Do you find it easy to access to bank loans? What opportunities or difficulties did you 

face? 

http://www.investdirect.ir/
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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?  

 Have you had any particular case that its business growth plan could help to get faster 

(easier) 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)  

  

 

 

 
 

 

 
 


