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Abstract
In several developing countries entrepreneurs work under radical uncertainty caused 
by market disruptions. In this study, we apply effectuation theory to theorize the 
process through which entrepreneurs innovate their business models to create new 
opportunities to serve low-income customers in the face of radical uncertainty. 
Based on an in-depth qualitative multi-case study in Iran, we illustrate how the ef-
fectual logic enables entrepreneurs to transform their business models constantly to 
cope with market disruptions caused by economic sanctions. Our findings contrib-
ute to business model innovation and frugal innovation research. We also contribute 
to effectuation theory by extending its boundary conditions.

Keywords  Market disruption · Business model innovation · Effectuation · Frugal 
innovation · Sanctions · Iran
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Introduction

Working amidst market disruption is business as usual for entrepreneurial small firms 
in some developing countries (Leavy, 2017). Unanticipated events impact supply 
chains and generate uncertainty for businesses (Strandvik et al., 2018). Economic 
sanctions have been a dominant method in geopolitical tensions in the second half of 
the twentieth century, and over 20 countries are under the United Nations (UNDPPA, 
2020) and US sanctions at the time (US Department of the Treasury, 2020). Interna-
tional sanctions put local entrepreneurs under ongoing stress due to market disrup-
tions, such as rising barriers to accessing international supply chains (Vith et al., 
2019). Uncertain political and economic situation also banishes foreign investors 
from these market (Glenn, 2016; Karami et al., 2024; Montes & Nogueira, 2021).

We have limited knowledge of how entrepreneurs work under increasing political 
and economic sanctions that result in market disruption and cause radical uncertainty 
in entrepreneurs’ decision-making (Afshar Jahanshahi & Brem, 2020; Karami et al., 
2024; Meyer & Thein, 2014). Market disruption refers to “unplanned and unantici-
pated events, which may further influence the flow of goods and materials within a 
supply chain.” (Shen & Li, 2017, p. 697). We argue that market disruption can be 
beneficial for innovation by creating opportunities for small firms to deviate from 
established patterns in the marketplace (Gilbert, 2003). Such disruptions open more 
space for small firms serving low-income customers to revise their business mod-
els (BMs) and provide affordable, functional, and user-friendly -frugal- solutions 
for those customers (Shahid et al., 2023). We integrate effectuation theory, business 
model innovation (BMI), and frugal innovation to unpack and explain how such 
conditions necessitate entrepreneurial actions (Ananthram & Chan, 2021; Karami & 
Hossain, 2024) to make sense of the constantly emerging situations (Foss & Saebi, 
2017), and develop frugal solutions to serve low-income customers.

According to effectuation theory, while uncertainty causes threats for some firms, 
it may work as a source of new opportunities for innovation (Sardari et al., 2024) and 
creating new products and markets (Read et al., 2016). As such, market disruptions 
highlight new needs and opportunities in the market (Guckenbiehl et al., 2022) for 
serving low-income vulnerable customers (Ananthram & Chan, 2021). We argue that 
to address the uncertainty caused by sanctions, small entrepreneurial firms employ 
effectual logic to innovate their BMs to activate partnerships, mobilize resources, 
and co-create frugal solutions. Effectuation enables them to come up with “novel and 
nontrivial changes to the key elements of [their] firms’ BM and/or the architecture 
linking these elements” (Afshar Jahanshahi et al., 2020; Foss & Saebi, 2017, p. 201; 
Karami et al., 2022).

We conceptualize BM as a cognitive structure that reflects the entrepreneur’s 
imagination of new opportunities and understanding of the industry and business 
(Doz & Mikko, 2010; Karami et al., 2022). This includes how entrepreneurs of small 
firms imagine and operationalize new frugal ways of value creation and delivery. In 
line with this conceptualization, we define BMI as a process through which entrepre-
neurs of small firms and other key stakeholders translate their cognitive maps into 
real BMs by applying their different means and capabilities (Foss & Saebi, 2017; 
Karami et al., 2022). We also define frugal innovation as providing affordable offer-
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ings to users of innovation in developing economies (Balasundaram et al., 2023; Sha-
hid et al., 2023). Against this background, we ask how market disruptions affect the 
actions and interactions of small firms in developing countries hit by economic and 
political sanctions. More specifically, we ask: How do small entrepreneurial firms 
transform their BMs to foster frugal innovation in response to market disruptions 
caused by international sanctions?

This is an important question in the context of developing and emerging econ-
omies (Karami et al., 2024; Peng et al., 2018), where countries are experiencing 
international sanctions (Aliasghar & Rose, 2023; Meyer et al., 2023), and the entre-
preneurship literature is not showing enough attention to the phenomenon (Özdamar 
& Shahin, 2021). We address the question by conducting a qualitative case study 
(Eisenhardt, 1989; Yin, 2009), which included five case firms in Iran. The aim is 
to theorize the process through which entrepreneurs utilize technology to transform 
their BMs and create new frugal innovation opportunities (Foss & Saebi, 2017; Iqbal 
& Piwowar-Sulej, 2023) for serving their vulnerable customers (Shahid et al., 2023). 
We contribute to BMI literature by conceptualizing BMI as a cognitive process 
through which entrepreneurs transform uncertainty into opportunity. By applying 
effectuation logic, we demonstrate how entrepreneurial small firms leverage BMI 
both as a dynamic process and as an outcome of their innovativeness. Additionally, 
we advance the frugal innovation literature by illustrating how effectual approaches to 
BMI empower small firms to deliver affordable solutions to their customers. Finally, 
we extend effectuation theory by broadening its boundary conditions to explain mar-
ket disruptions—particularly within the context of an Asian economy.

Theoretical background

Market disruptions and uncertainty

Radical changes in geopolitical status may result in market disruptions as unplanned 
and unanticipated situations, influencing the small firms’ supply chain (Shen & 
Li, 2017). The prolonged political crisis between the US and Iran and the follow-
ing economic embargo brought market disruption and have put Iranian small firms 
under stress. Uncertain geopolitical status reduces business confidence (Montes 
& Nogueira, 2021). As a result of such disruptions, small firms and entrepreneurs 
have been experiencing market disruptions (Vith et al., 2019) for decades in terms 
of difficulties in having access to new technologies and materials in their value chain 
(Glenn, 2016). What the embargos impose is the unpredictability of the future for 
entrepreneurs and small firms in terms of macro factors such as exchange rate, infla-
tion rate, availability of raw material, know-how, and many more. Consequently, the 
uncertainty of the future, defined as “an individual’s perceived inability to predict 
something accurately” (Miliken, 1987, p. 136), has become a permanent situation for 
these businesses (Karami & Dubinsky, 2018; Venkuviene & Masteikiene, 2015). This 
uncertainty portrays Iranian market to foreign investors as a depressed market with 
an uncertain future (Montes & Nogueira, 2021). Under such conditions, it is difficult 
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and almost impossible to predict the future and plan a course of action with a certain 
degree of confidence (Miliken, 1987).

A few empirical studies discuss the uncertainty caused by economic sanctions and 
embargos. For instance, Charlebois and Camp (2007) have observed how Canadian 
small firms integrated vertically to cope with the uncertainty imposed by an embargo 
on Canadian meat. Venkuviene and Ruta (2015) investigated the impact of the Rus-
sian Federation’s economic embargo on Central and Eastern European countries and 
observed how the embargo raised uncertainty for small firms. In another interesting 
study, Morgan (2016) discussed how the US embargo on Cuba created uncertainty 
regarding the intellectual property rights of small firms in both countries. Finally, 
Hidalgo and Martinez (2000) observed the uncertainty caused by the US sanctions 
on Cuban small firms such as family restaurants. In all these studies, the uncertainty 
of the future and the outcomes of decisions were the main problems entrepreneurs 
encountered under sanction. However, the impact of sanctions in terms of market dis-
ruptions and frugal innovation as a way small firms choose to respond to the resultant 
uncertainty remains understudied.

BMI for addressing market disruptions

We conceptualize entrepreneurs’ BMs as cognitive maps reflecting their understand-
ing of the market, resources, customers, etc. (Foss & Saebi, 2017). Considering the 
dynamic nature of entrepreneur’s cognition and the importance of learning by doing 
for them (Karami & Tang, 2019), we focus on BMI as a process wherein entrepre-
neurs calibrate their cognition of the situation and the way they apply their exist-
ing means and take actions and interactions to exploit new opportunities for frugal 
innovation. BMI has gained increasing attention among practitioners and scholars 
in the last two decades (Foss & Saebi, 2017). BMI becomes specifically important 
in entrepreneurship research as BMs are reflections of dynamics in entrepreneurial 
cognition to make sense of the market, customers, and other important actors (Foss 
& Saebi, 2017; Karami et al., 2022). In this sense, entrepreneurial BMI is related to 
the entrepreneur’s imagination and judgment of the environmental uncertainty of 
the future, which brings new opportunities for making a better world (Foss & Saebi, 
2017). Entrepreneurs always ask the important question: “How does business model 
design affect the performance of entrepreneurial firms?” under uncertainty (Zott & 
Amit, 2007, p.181). As Foss and Saebi’s (2017) study reveals, there is a relationship 
between BMI and the performance of entrepreneurial firms. Entrepreneurs revise 
established BMs in their industries by challenging and revisiting the existing value 
propositions and putting forth new value propositions based on new opportunities, 
new stakeholders, new resources, and actions (Sarasvathy, 2001).

Foss and Saebi (2017, 210) have summarized 14 definitions of BMI. A close read-
ing of the definitions shows the key element of opportunity in almost all definitions. 
All of the definitions are opportunity centric as they all emphasize the changes in 
the way that business creates, proposes, and delivers value to customers and other 
stakeholders. As argued by Khanagha et al., (2014, p. 324) “business model innova-
tion activities can range from incremental changes in individual components of BMs, 
the extension of the existing BM, the introduction of parallel BMs, right through to 
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disruption of the BM, which may potentially entail replacing the existing model with 
a fundamentally different one.”

There are three main streams of BMI research, including antecedents and pre-
requisites of conducting BMI (e.g., Visnjic & Bart, 2013), the process of BMI (e.g., 
Berglund & Sandström, 2013), and outcomes achieved through BMI (e.g., Wei et 
al., 2014). Saebi et al. (2017) investigated the antecedents of BMI and observed that 
while some BMIs are focused on protecting the business from environmental threats 
(Threat-oriented), others focus on the positive side and pursue new opportunities 
emerging from the changes (opportunity-oriented). Zott & Amit (2007) also com-
pared efficiency-centered versus novelty-centered BM designs and found a posi-
tive relationship between the performance and novelty-centered BMs. However, the 
stream that focuses on the opportunity side of innovating BMs “is usually retrospec-
tive, case-based, and inductive rather than predictive and theoretical” (Foss & Saebi, 
2017, 212).

We consider BMI as a change process (Berglund & Sandström, 2013). In this 
stream, BMI is considered a process in which organizations transform their found-
ers’ and managers’ cognitive maps into different components of BMs and continu-
ously improve them by applying their different means and capabilities (Foss & Saebi, 
2017). The important role of entrepreneurs’ cognition in BMI is the core focus of this 
stream. This stream, therefore, focuses on the key issue of BMs “as cognitive struc-
tures providing a theory of how to set boundaries to the firm, of how to create value, 
and how to organize its internal structure and governance.” (Doz & Mikko, 2010, 
371). In explaining the process of BMI, the existing research talks about the different 
stages of BMI (e.g., Girotra & Netessine, 2013), what resources, capabilities, and 
processes are needed (Demil & Lecocq, 2010), and the critical role of experimenta-
tion, making sense and learning by doing (Eppler et al., 2011). BMI as a change 
process helps us better understand how decision-makers in small firms make sense of 
market disruptions caused by economic sanctions and innovate their BMs to create 
and exploit opportunities for serving low-income customers. This is a less studied 
angle in BMI and frugal innovation literature.

Frugal innovation

Frugal innovation has received considerable attention from innovation and entrepre-
neurship scholars in recent years (Shahid et al., 2023). There are several definitions of 
frugal innovation each emphasizing certain aspects. The convergent aspects of frugal 
innovation are offering simple solutions to lower-income customers, efficient use of 
means and resources to focus on essential features of the offerings (Kuo, 2014), to 
address the basic needs of customers (J. et al., 2020), with affordable prices (Hos-
sain, 2018). The critical aspect of frugal innovation is that it is not just a new method 
for affordable innovation, but it is a shift in our mindset and managerial philosophy, 
which employs ‘higher technical and market novelty, to revise our approach to inno-
vation for addressing low-income customers’ needs (Agarwal & Brem, 2017; Chat-
terjee et al., 2021; Gupta, 2023).
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UNICEF1 defines frugal innovations as “simple products or services often born 
out of necessity and lack of resources, built by the people who need them the most 
with locally sourced materials.” In line with this definition, we conceptualize fru-
gal innovation as a new philosophy of innovation that applies technical and market 
novelty to address the crucial needs of stressed customers who are sanctioned by the 
global market system. Frugal innovation, therefore, uses available means and fewer 
resources and concentrates on the affordability of the offerings.

Effectuation logic and BMI for frugal innovation

Effectuation theory, introduced by Sarasvathy in 2001, redirected our understanding 
of entrepreneurial cognition and action. Effectuation theory shifts the focus away 
from competing for scarce resources, such as those constrained by sanctions or 
embargoes, in pursuit of predetermined goals and competitive advantage, toward an 
entirely different logic of control (Venkataraman & Sarasvathy, 2001). According to 
effectuation theory, uncertainty makes it impossible to predict the future and plan for 
it. This is the case because under radical uncertainty there is not a single future to be 
predicted; indeed, there is no future unless those to be created by entrepreneurs (Read 
& Sarasvathy, 2012; Read et al., 2016).

Effectuation theory as a cognitive theory of entrepreneurship helps us unpack 
founders’/managers’ cognitive maps and the dynamics of cognitive mapping (Read 
et al., 2016). Effectuation theory clearly explains all factors we already discussed in 
the BMI as a process; namely the role of entrepreneurial cognition, experimentation, 
learning by doing, means and capabilities, and the governing logic that combines all 
these factors in the process of BMI (Karami et al., 2022; Sarasvathy, 2001). Effec-
tuation logic enables entrepreneurs to concentrate on opportunities emerging from 
changes in the environment and successfully innovate their BMs in search of new 
frugal innovations (Khanal et al., 2022). It gives a clear understanding of how entre-
preneurs apply effectual heuristics to make sense of the uncertainty and pull together 
their personal and professional means to co-create affordable solutions (Heeks et al., 
2014; Kerr & Coviello, 2020).

The effectuation process happens at the network level, wherein the focal entrepre-
neurs, along with the other key stakeholders, interact and share their perception of the 
uncertainty of the environment and collectively make sense of the situation (Karami 
et al., 2022; Kerr & Coviello, 2020; Sarasvathy, 2001). The effectual collective cog-
nition enables and motivates stakeholders to transform their pre-commitments into 
the actual commitment of their limited resources and take required actions (Read 
et al., 2016) in actualizing the collectively imagined frugal solution in the face of 
radical uncertainty. The key stakeholders collectively focus on the critical question 
of what we can do with our existing means in the face of this perceived uncertainty 
to create an effect (Kerr & Coviello, 2020). This collectively constructed cognition 
enables stakeholders to take the next steps and gradually expand their control over 
the situation by revising and innovating their BM (Karami et al., 2022).

1 ​h​t​t​p​s​:​​​/​​/​w​w​​w​.​u​n​i​c​e​​f​.​o​​​r​g​/​i​​n​n​o​v​a​t​​i​​o​n​/​s​​t​o​r​​​i​e​s​/​w​​​h​a​t​​-​a​​r​e​-​f​r​​​u​g​a​l​​-​i​n​n​o​v​a​t​i​o​n​s​#​:​~​:​t​e​x​t​=​F​r​u​g​a​l​%​2​0​i​n​n​o​v​a​t​i​o​n​s​
%​2​0​a​r​e​%​2​0​s​i​m​p​l​e​%​2​0​p​r​o​d​u​c​t​s​,​s​o​%​2​0​i​n​%​2​0​a​%​2​0​s​u​s​t​a​i​n​a​b​l​e​%​2​0​m​a​n​n​e​r.

https://www.unicef.org/innovation/stories/what-are-frugal-innovations#:~:text=Frugal%20innovations%20are%20simple%20products,so%20in%20a%20sustainable%20manner
https://www.unicef.org/innovation/stories/what-are-frugal-innovations#:~:text=Frugal%20innovations%20are%20simple%20products,so%20in%20a%20sustainable%20manner
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To sum up, there is a gap in our understanding of the impact of economic sanctions 
on small firms and the way they overcome the uncertainty caused by the sanctions. 
Our literature review reveals that while BMI has been discussed as a way for frugal 
innovation (e.g., Rosca et al., 2017), there is a lack of knowledge about how BMI 
works under heavy economic sanctions, and what is the mechanism for such BMI to 
result in frugal innovation in less developed economies. More specifically, the role 
of BMI in sustaining innovation under economic sanctions in developing countries is 
under-theorized (Le Bas, 2023).

Method

Qualitative multi-case study method

Qualitative research method focuses on collecting, analysing, and interpreting non-
numerical data. Its aim is to form an understanding of the phenomenon, rather than 
to measure it (Creswell, 2014). Within the context of this study, it helps to gain a 
deeper understanding of how small firms navigate market disruption resulting from 
economic sanctions, and how they transform their BMs to foster frugal innovation 
(Yin, 2009). This exploratory approach enabled us to collect and use empirically 
rich, detailed, and sensitive data that is, in many cases, difficult to reach (Swanborn, 
2010). Further, the qualitative case study method facilitates the investigation of a 
phenomenon that has been understudied and has received rather meager attention in 
the academic literature (Edmondson & Stacy, 2007; Yin, 2009). The multiple-case 
study method also enables us to create and develop a more robust theory, as the find-
ings can be deeply grounded from various empirical sources (Eisenhardt & Graebner, 
2007). This approach has also been widely applied in the entrepreneurship literature 
(see e.g., Baucus & Human, 1995; Urbano et al., 2011; Henry & Foss, 2015).

Context of the empirical study

For this study, we selected small Iranian entrepreneurial firms that have experienced 
transforming their BMs and creating new business opportunities for frugal innova-
tion under international sanctions. More detailed, we established three specific cri-
teria to ensure the selected case firms were relevant to the study: i) the firms must 
demonstrate organizational stability, ii) show clear intentions to continue business 
operations in the future, and iii) generate revenue through the sale of existing prod-
ucts or services. As it was difficult to find small firms fulfilling all these criteria, we 
consulted an industry expert who is actively consulting and mentoring small firms in 
Iran. Based on his advice, we made a list of nine firms that matched these criteria. 
We contacted and negotiated with the top managers of these firms and requested to 
participate in the study. Of these nine firms, we ended up with five small firms from 
different industry sectors (see Table 1), which is typically sufficient for theory build-
ing in multi-case study research (Eisenhardt, 1989).
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Data collection 

We implemented the data collection for this study between February and September 
2019. A total of 14 interviews were carried out within the premises of the partici-
pating firms (see Table 1). These face-to-face interviews typically took around two 
to three hours. We applied a semi-structured interview approach as it provides an 
opportunity to make detailed, open-ended questions, especially when the research 
topic is nascent and less studied (Edmondson & McManus, 2007). This interview 
approach also enabled us to ask further questions based on the interviewees’ reac-
tions and answers (Myers & Newman, 2007). We had three interviews with each case 
firm, except for one where we had only two interviews (Firm A). All the interviewees 
were either co-founders or top managers of the case firms, who had the most relevant 
information needed for this study (see Table 2).

The interview protocol proceeded as follows. Firstly, we asked questions related 
to the business idea of the start-up that led to the establishment of the firm. Secondly, 
we used open questions related to the firm’s history and further evolution. Thirdly, we 
asked more detailed questions related to the changes in the markets, revenue, delivery 
modes, and technologies. Fourthly, we asked questions focusing on customers and 
how the firm’s products or services bring value to their customers. Finally, we asked 
about and discussed unpredictable situations in the economy caused by international 
sanctions, the way the firm copes with these situations, and actions taken to survive 
in the market.

The interview questions were first planned and written in English. Subsequently, 
the questions were translated from English into Persian by one of the authors, who is 
bilingual. All the interviews were conducted in Persian by one of the authors. After 
the interviews, transcripts (in Persian) were translated from Persian to English. To 
ensure the validity of the translation, another bilingual co-author double-checked the 
translations to ensure the validity.

Table 1  Overview of the case firms
Firm A B C D E
Industry Tourism Data 

Processing
Healthcare Manufacturing 

/ Metering
Lo-
gistics 
/ IT

Firm age 6 2 3 5 3
Firm size 12 5 4 7 6
Family Business Yes No Yes Yes No
Number of Founders 2 5 2 3 1
Experience of Founders at 
the beginning

No No Yes Yes Yes

Local or Int customers International Local Local Local and 
International

Local

B2B / B2C/ B2G B2C B2B B2C B2C / B2G B2B
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Data analysis

We first developed case narratives from each case firm in the data analysis process. 
This was conducted by synthesizing the transcripts and removing unnecessary data 
(Eisenhardt, 1989). Next, we coded the interview data based on process coding (Miles 
et al., 2014). We first looked at the impacts of international sanctions on the case 
firms’ businesses. For instance, when the interviewee noted: “Foreign companies are 
not present in Iran to outperform our simpler technologies.” This was coded as an 
impact of a sanction restricting foreign firms operating in Iran and therefore, opening 
new opportunities for small firms. Thereafter, we searched for possible connections 
between sanctions, new opportunities for frugal innovation, and BMs. For instance, 
the note: “We started our business by selling tours, but later we turned into a Tour 
Market Marketplace due to the new sanctions. We changed the BM to offer one com-
prehensive marketplace tour” was coded as a new opportunity based on sanctions that 
encouraged a BMI to exploit the opportunity. Figure 1 shows the data structure. We 
also triangulated our insights with multiple existing secondary data such as official 
websites, customers’ reviews on social platforms, talking to employees, investors, 
and competitors to guarantee trustworthiness (Duxbury, 2012).

Table 2  Interviews and secondary sources
Firm Representative Date Length Other source materials
A CEO and co-founder Feb 29, 2019 3.5 h • Official website

• Customers’ reviews 
on social platforms
• Talking to employees

Co-founder March 2, 2019 2 h

B CEO and co-founder March 5, 2019
March 12, 2019
April 1, 2019

3 sessions, each 
session around 
1 h. Totally 3 h

• Official website
• Talking to investor

CTO and co-founder March 7, 2019 2.5 h
Business Developer and 
co-founder

March 18, 2019 2.5 h

C Co-founder and business 
developer

March 14, 2019
March 15, 2019

2 sessions
Totally 4 h

• Official website
• Talking to employees
• Talking to a 
competitor

HR manager April 5, 2019 2.5 h
Content manager March 22, 2019 2 h

D CEO and co-founder April 19, 2019 4 h • Official website
• Researching this 
sector and foreign 
competitors through 
internet

Business developer and 
co-founder

April 23, 2019 3.5 h

CTO and co-founder May 15, 2019 3.5 h

E CEO and co-founder June 7, 2019 3.5 h • Official website
Marketing manager June 11, 2019 1.5 h
CTO June 11, 2019 2 h
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Findings

Focus on opportunities for frugal innovation

Almost all the case firms took an entrepreneurial approach to address market dis-
ruptions by focusing on new opportunities rather than threats. Entrepreneurs did 
not focus on the unpredictability of the situation. Instead, they looked at the new 
demands in the marketplace that were emerging due to the absence of foreign brands 
and operators, as well as the confusion of the traditional import-oriented businesses 

Fig. 1  Data structure
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in the local economy. An interesting finding was the impact of the international sanc-
tions on destabilizing the established order in different industries in the country so 
that small firms could get a chance to challenge the established traditional import-
oriented BMs. For instance, the CEO of firm B mentioned that the absence of Google 
from the market, let them build a business around big data analysis and provide 
affordable data-based solutions for local business problems. These new solutions 
changed the nature of the value proposition by focusing on affordability and simplic-
ity, and as a result, relationships with customers, channels, and key resources also 
changed. The co-founder of firm D highlighted this point: “Our product has some 
advantages that are considered valuable by customers. For example, some customers 
were interested in the decrease in costs due to separating the service lines and cost 
management. However, upper-class customers consider value, such as making their 
buildings smart by using our user-friendly app.”

The lack of established foreign providers in the market has provided enough time 
for these entrepreneurs to try new ways for initiation, ideation, integration, and imple-
mentation of frugal solutions. Time has become a luxurious resource for young entre-
preneurs and their small firms as they have been able to present their new solutions 
to the market, get feedback, and further develop their offerings without international 
competition. The point was clearly mentioned by the CTO of firm D who believes 
that “If there were no sanctions, the importers would probably import foreign-made 
products; therefore, in my opinion, the sanctions are in favor of our business.” The 
same idea was mentioned by the CEO of firm A: “Even if some trading companies 
import a similar product, the price is not comparable anymore… our product is much 
cheaper than its foreign counterparts.”

One of the counterintuitive findings of our study was that sanctions were not inter-
preted as threats by small firms. The immediate effect of each new sanction was 
negative for almost all cases, but the long-term impact was different. The differ-
ence in short- and long-term impact was an interesting point, considering that these 
sanctions have been around for over four decades. The uncertainty of the situation 
provided opportunities for trial and error and learning overtime, which in turn gener-
ated new opportunities for small firms, rather than disappointing them from doing 
business under such conditions. Almost all the interviewees mentioned this point. For 
instance, the CEO of firm A clearly stated that “There was no realistic picture of Iran 
in those comments provided by tourists from Western countries… people had asked 
questions like: is it safe at all to visit Iran? is there any green areas in Iran? Isn’t it 
an all-dry country?” He emphasized the hidden opportunity of being unknown as a 
tourism destination for outsiders who really want to experience it. Firm A took the 
opportunity to learn from tourists’ comments and adjust its online content to address 
tourists’ specific concerns and questions.

The CEO of firm E had a more competitive-oriented picture of new opportunities. 
He mentioned that “if the sanctions are removed, the country’s macro environment 
will improve, but on the other hand, with removed sanctions stronger competitors 
with rich international experience and more resources would give a hard time to 
small firms like us.” The same point was mentioned by others, such as the co-founder 
of firm C: “Although our innovations are not at a high level, they are affordable and 
applicable in Iran because large international companies are not present in Iran to 
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outperform our simpler technologies.” Our interviews revealed that local small firms 
consider sanctions as a permanent macro-environmental element and always factor it 
into their strategies. Having this cognitive ability to see the positive side of interna-
tional sanctions, which has been developed over four decades in the country, enables 
entrepreneurs to have a different view on sections and the uncertainty caused by 
them. As such, the perception of uncertainty within such a context was different, and 
entrepreneurs tended to focus heavily on the opportunities for new frugal solutions.

Sanctions have overcomplicated the regulative institutions and banned interna-
tional firms from entering Iran. The unfilled gap between the demand for new solu-
tions and the shortage in supply of services and products by the import-oriented 
traditional business system as well as the absence of international providers due to 
the sanctions has opened up an opportunity window for a new generation of entrepre-
neurs who are technology savvy, and able to work together to create new solutions and 
provide localized affordable solutions and services. For instance, technologies such 
as Ultrasonic meters as a new solution for urban buildings in developed countries, 
have not been imported to the Iranian market due to the international sanctions. Firm 
D, a start-up in the metering industry, not only developed a domestic version of these 
ultra-sonic meters but also took the time to develop its product further and added 
a mobile app to enable the product to meet the specific needs of residents in urban 
buildings. As mentioned by the CTO of the firm, “If the sanctions get lifted, importers 
will import international products, and our customers probably will prefer foreign 
brands. Sanctions target the whole economy and people do not have money to spend 
on things that are not their primary needs; as such, sanctions have more advantages 
for us than disadvantages in terms of offering affordable but good enough solutions.”

The ongoing uncertainty caused by the economic sanction also had another posi-
tive impact, in the sense that This shift has highlighted to small firms the necessity 
of embedding digital capabilities into their BMs, enabling greater adaptability and 
resilience in the face of disruption. This decision changed almost all elements of their 
BM. As emphasized by the co-founder of firm B: “Since our operations are cantered 
on big data analytics, economic fluctuations have minimal impact on our service 
production costs, allowing us to maintain a stable profit margin.” Also, interviewee 
E stated: “We made a platform to transmit from traditional to a digitalized model 
to have direct contact with our customers. This platform enabled us to increase the 
diversity of our services and become more user-friendly.”

The unpredictability caused by the sanctions also encouraged these entrepreneurs 
to enter foreign markets due to the cheaper prices of their offerings. As clearly men-
tioned by the CEO of firm C, the necessity of entering foreign markets in pursuit of 
more stable revenue streams worked as a second engine for the firm to double its 
efforts. The point was clearly raised by the co-founder of firm D: “Due to the high 
quality of our products and the high technology that we utilize in our work as well as 
the low cost of our products, we have received some cooperation propositions from 
foreign investors.”
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Effectual BMI for frugal innovation

Effectuation logic enabled the entrepreneurs of small firms to imagine new ways of 
doing their business and create new opportunities out of market disruptions. This 
point was raised by the CEO of firm A when he pointed out: “We started our busi-
ness with selling tours, but later we turned into a Tour Marketplace due to the new 
sanctions… The second change occurred 6 months after the first change when we 
decided not to provide any tours. Instead, we started to provide separate services, 
such as visas, hotels, tour guides, etc., to make our services simpler and more afford-
able for our customers. We changed our BM to reach the best process of delivering 
our services.”

The key logic that enabled all the following mechanisms was the effectual logic 
of control. Almost all the case firms stated the critical importance of keeping control 
over their businesses while passing through different stages of market disruptions. 
CEO of firm A stated “We learned that uncertainty management is an important part 
of our business. Thus, we partnered with some young but like-minded consultants in, 
and offered them some shares instead of full payments to reduce the cost.” The criti-
cal importance of controlling the situation was also mentioned by the CEO of firm 
D: “We minimized our costs by revising our key activities and resources and became 
agile in responding to sharp environmental changes.”

In most cases, digital platforms such as Instagram and Facebook were used to over-
come the liability of limited resources, manage relationships with key stakeholders, 
and ensure the agility of the BMs. Technological capabilities were the main advan-
tage of these entrepreneurs. As mentioned by the co-founder and business developer 
of firm C “When we turned to social networks, we could easily attract the attention of 
many psychologists [as our key service providers] and key customers of our service, 
and almost 25% of our sales come from online service … Social media also enables 
us to target Iranian diaspora.” The CTO of firm B also highlighted the role of digital 
technologies in terms of efficiency and low cost: “We benefit from social platforms 
by analyzing big data to identify potential customers that may be interested in our 
services, without having to pay for market research services.”

The process of BMI worked mostly through effectual mechanisms of networking, 
experiential learning, learning from other stakeholders, resource sharing, and utiliz-
ing advanced technology. Utilizing digital technology provided entrepreneurs with 
a distinct competitive advantage. As stated by the CEO of firm A: “We utilized our 
knowledge and experience of new technologies to redesign our product in a relatively 
short time. We changed our business model to focus only on one marketplace tour. We 
collected and marketed different tours from different agencies. This business model 
was much better and more scalable.” Digital platforms enabled small firms to be 
agile in their reactions to changing situations. As mentioned by the CTO of firm D: 
“Our business model has now evolved to offer complete flexibility.”

Effectual networking was another key mechanism at work. As mentioned by the 
co-founder of firm B: “Our firm consists of a technical team, an investor, and a men-
tor as board members. This diversified team brings different relational resources to 
us.” However, the networks differed in structure and function among the case firms, 
reflecting nuanced roles shaped by each firm’s strategic objectives and market envi-
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ronment. For instance, while firm E heavily relied on social network of its founder, 
firm D was a family business and only utilized the investor’s political ties to approach 
government-funded projects. These projects were so important in terms of giving the 
firm enough time to survive and transform its BM to withstand market disruptions. 
As mentioned by the co-founder of firm D: “We recruited an investor with a con-
nection with the government. Consequently, we changed our strategy, and with the 
help of our investor, we began to connect with the government.” The CEO of firm B 
also raised the importance of business ties: “We failed in previous attempts to start 
a business because we did not know the importance of relationships and networks 
in our business. We now have our investor in our managerial board who brings dif-
ferent projects through his business ties.” The co-founder of firm A highlighted the 
importance of networks: “Our business is essentially depending on online payment 
platforms provided by our partners, and we really cannot survive without them.” The 
human resource manager of firm C also mentioned the same: “The psychologists who 
provide the service are our business partners. Our game-developing team is one of 
our key partners. Without these ties who supply the key services, we could not make 
any of these strategic moves.”

Accumulated resources within networks both helped with sense-making of the 
disruptions and transforming them into new opportunities for frugal innovation. As 
reported by the CEO of firm B: “The combination of experts, mentors, and inves-
tors was the most important point in our business. These partnerships bring rela-
tional and financial resources which are crucial for us.” The co-founder of firm D 
also highlighted the point: “It was totally a co-evolutionary process of aggregating 
complementary resources. The leader of our team brought knowledge of affordable 
ultrasonic meters. I tried to contribute to developing the business, and our other 
members were responsible for IT-related and marketing jobs. Our investors are also 
important part of this process.”

Continuous BMI to keep up with changes in the market

A counterintuitive finding of this study is that the evolving and intensifying economic 
sanctions, along with the uncertainty they introduced, did not deter entrepreneurial 
activity; instead, they served as a catalyst for ongoing innovation aimed at over-
coming persistent market disruptions. The BMI process of the case firms had a few 
important aspects.

Firstly, in all cases, BMI was an ongoing incremental change to the initial BM in 
reaction to market disruptions. The evolutionary nature of the BMI process helped 
small firms learn from each disruption and change their BMs accordingly. They suc-
cessfully adapted their BMs to accommodate the emerging disruptionAs mentioned 
by the co-founder of firm A: “Ongoing sanctions always challenge us. We tried to 
factor in the ongoing uncertainty in our BM. For instance, our gateways may be 
cut off, or our money from our foreign customers may be blocked at any time. Thus, 
we tried to consider alternatives for our gateway servers and always have a large 
amount of money as a reserve to solve any unpredictable problems caused by the 
disruptions. However, this hasn’t been all that bad because, after all, we have learned 
how to adjust our BM.”
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Secondly, the other important aspect of the BMI process was time. The absence 
of international brands and operators from the domestic market due to the economic 
sanctions provided a great opportunity for the case firms to take their time and reflect 
on their experiences and mistakes and work out different solutions for different issues 
in the absence of international brands. The lack of competitive pressure from the 
international operators and the disinterest and confusion of traditional import-ori-
ented competitors in the local market provided enough time for small firms to work 
out effective solutions at each stage and evolve their BMs accordingly. This oppor-
tunity to explore alternative BMs and derive insights from iterative learning contrib-
uted significantly to the development of a dynamic capability for continuous BMI. 
Both points were clearly stated by the CEO of firm C: “We have had time to reflect 
on these constant changes, as there is no powerful foreign competitor in the market, 
and the traditional domestic firms are also out of the game due to our new digital-
based BMs. We are now trying to facilitate online payment for our overseas market, 
which will enable us to have access to international markets with a huge potential to 
recover our loss.”

Thirdly, another mechanism that facilitated and enabled continuous BMI was 
learning. Learning by doing, as well as learning from others, facilitated the evolution 
of their BMs. Economic sanctions provided a massive opportunity for all of the case 
firms to take their time and learn about different elements of their BM and how to 
change them to address market disruptions. As a result, the case firms could afford to 
try new ideas and invent new solutions and products for their market without being 
concerned about the reactions from major international competitors. As such, the 
entrepreneurs had enough time to try their new offerings, get feedback, and further 
develop their solutions. The process was so effective that some of them started pre-
senting their offerings in foreign markets in a relatively short amount of time. This 
point was stated by the co-founder of firm A: “We worked on this BM for six months… 
Our analysis revealed numerous contradictions in the tour design process, highlight-
ing the complexity and challenges involved. Later, we changed our BM to offer a 
single comprehensive tour. After a while, we restructured our business model once 
again and identified that the core issue lay within the tour offerings. By this revised 
BM, we could get the attention of some young European adventure tourists who were 
after affordable but comprehensive tours.” Learning also facilitated the process of 
networking with other innovative small firms who were interested in further develop-
ing their new ideas. For instance, the CEO of firm E pointed: “We have thought about 
items we can offer besides our service. As we have been thinking about these matters 
over the years, a few small firms have appeared as serious competitors to established 
actors in the market. We analyzed their BMs and concluded that we can develop a 
similar digital-based BM.”

Figure 2 illustrates our suggested model.
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Discussion and conclusion

Our findings provide a clear picture of how small firms in an Asian economy heavily 
hit by economic sanctions continually revise their BMs to address changes in the mar-
ket and thrive. More specifically, we showed that entrepreneurs of small firms apply 
effectual logics to make sense of disruptions in the market, identify emerging oppor-
tunities, and transform their BMs to develop frugal innovations for their customers 
who are losing their purchasing power due to the sanctions. We found that economic 
sanctions imposed to Iranian economy cause market disruptions which impacts small 
firms. However, our findings reveal that those businesses look at opportunities com-
ing out of market disruptions, rather than focusing on threats, and move on to utilize 
those opportunities by continually revising their BMs to adapt them to their changing 
situations and develop frugal solutions for their customers. This is a novel finding. 
The extant literature on the impact of economic sanctions on small firms is shallow 
and requires more robust theorization of such an important phenomenon which is 
rising in the world by moving towards multilateral order. Our findings revealing the 
positive impact of economic sanctions on small firms in terms of developing new 
opportunities and thriving in long term, is in line with observations that firms under 
sanctions had higher research and development expenditures, prioritize innovation 
in their business processes (Hesarzadeh, 2025), and further develop digital entrepre-
neurship (Khachaturyan et al., 2021). Our findings are also in line with Rosca et al., 
(2017) revealing that small firms can develop frugal innovation through BMI. How-
ever, we provide further details on how BMI works under heavy economic sanctions. 
Our findings add more details about the effectual mechanisms for such BMI in less 
developed Asian economies. More specifically, our findings elaborate on the role of 
BMI in sustaining innovation under economic sanctions in developing countries (Le 
Bas, 2023).

Fig. 2  Market disruption, and effectual BMI for frugal innovation
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Effectual BMI for frugal innovation under uncertainty

Our findings provide interesting insights on the process of BMI by small firms under 
economic sanctions. We develop three propositions about the effectual process of 
BMI by small firms under market disruption caused by sanctions. First, economic 
sanctions disrupt the market, which generates radical uncertainty for all economic 
actors in the market, because of the unpredictability of changes in the supply chain 
(Shen & Li, 2017). However, entrepreneurs of small firms who apply effectual logic 
in their decisions and actions consider uncertainty as a source of new opportunities for 
change in the dominant logic of their industry (Gassmann et al., 2016). New oppor-
tunities emerge as larger firms who are highly dependent on international supply 
chains, lose control over their operations and adopt a “wait-and-see” approach (Yan 
et al., 2025). This lack of initiative creates opportunities for smaller firms that can act 
swiftly and decisively by leveraging their soft resources (e.g., human capital, famil-
iarity with new technologies). We, therefore, formulate the following proposition:

P1  The greater the extent to which entrepreneurial small firms employ effectual 
logic, the more likely they are to identify new business opportunities under condi-
tions of radical uncertainty (caused by international sanctions).

Second, entrepreneurs who successfully apply effectuation to make sense of the 
changes in their environment, leverage BMI as a mechanism to take actions and 
translate uncertainty into new opportunities. Business model provides a comprehen-
sive picture of the key stakeholders and relationships among them in an industry 
and how any change in small firm’s offering or processes may impact each of those 
stakeholders (Gassmann et al., 2016). As such, business model provides an effective 
platform for making sense of new opportunities, further developing and transform-
ing them into new products, relationships or processes (Karami et al., 2022). Small 
firms who apply effectuation logic, take control of their actions through systematic 
approach to BMI which enable them to challenge the dominant logic in their industry 
by revising different elements of their business model, that is who they serve, what 
they offer, how they offer and why their BMI make them economically sustainable. 
As such, we formulate the following proposition:

P2  Entrepreneurs of small firms who apply effectuation logic are more likely to 
engage in BMI, which in turn helps them challenge the dominant logic in their indus-
tries and transform environmental uncertainty into new opportunities.

Third, considering the heavy impact of economic sanctions on customers’ purchas-
ing power, small firms adapt their business model and focus on affordable, and con-
textualized solutions with the application of new technologies. Small firms apply 
effectuation to network with like-minded actors in the market who have the same 
understanding of the changes in the market (Read et al., 2016) to develop quality solu-
tions with affordable prices for customers who are suffering from sanctions. Effec-
tuation logic fosters a pragmatic orientation toward solutions, requiring a systematic 
approach to BMI (Gassmann et al., 2016; Karami et al., 2025). Such a pragmatic 
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approach to business model innovation results in frugal innovation, which enables 
firms to offer quality products to customers (Shahid et al., 2024) and challenges the 
dominant industry logic of importing and distributing expensive innovations with 
minimal or no value added by local actors. As such, we formulate the following 
proposition:

P3  Small firms that apply effectual logic in their BMI under international sanctions 
are more likely to develop frugal solutions to cope with constrained customer pur-
chasing power, which in turn increases their ability to challenge the dominant logic 
in their industries.

Theoretical implications

This study set out to investigate how small firms transform their BMs under radical 
uncertainty caused by market disruptions. Investigating market disruptions caused by 
international political and economic sanctions provides an opportunity to study small 
firms’ entrepreneurial reactions to those changes and how they develop new opportu-
nities for offering frugal solutions to their customers. Furthermore, this lens enabled 
us to understand better how these firms withstand heavy sanctions and evolve by 
transforming their BMs for frugal innovations. Table 3 summarizes the findings.

BMI is an important topic in entrepreneurship and strategic management 
(Täuscher & Nizar, 2017). This study examined BMI as a process to reflect on the 
radical changes in small firms’ macro environment. We used effectuation theory and 
theorized the process of BMI through which entrepreneurs leverage their knowledge 
of new technologies to transform their BMs or some elements of it to create new 
opportunities for frugal innovation. As such, our study is a step forward in theoriz-
ing the BMI process (Foss & Saebi, 2017) during market disruptions. Our findings 
revealed that small firms concentrate on the positive side of the limitations that sanc-
tions put on a country in terms of servicing low-income vulnerable customers. We 
integrated effectuation theory and its emphasis on serendipity with BMI, and frugal 
innovation literature. As shown in our study, these small firms constantly change their 
BMs which in turn makes them more resilient and adaptive to their new situations, 
opening new space to serve low-income customers. As such, our study moves for-
ward the existing literature on drivers and processes of frugal innovation in develop-
ing countries suffering from heavy international sanctions.

We contribute to the BMI literature by explaining how effectuation enables small 
firms to innovate their BMs for frugal innovation in response to market disruptions, 
showing that effectuation enables small entrepreneurial firms to consider BMI as a 
process and an outcome of their innovativeness. We also contribute to frugal inno-
vation literature by explaining it as a result of effectual BMI. This highlights the 
promise of frugal innovation research as a rapidly growing field with strong potential 
to explain innovation dynamics in non-Western, often labelled developing econo-
mies—particularly within the Asian context. (Liu, 2024a). Finally, the findings of the 
current study also contribute to the effectuation theory (Sarasvathy, 2001) by extend-
ing its boundary conditions to accommodate the context of developing economies 
with market disruptions (Lema et al., 2021). Effectuation theory considers Knightian 
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Firm A B C D E
Any change in 
Business Model

Yes Yes Yes Yes Yes

Change in target 
customers

Yes No No No Yes

Delivery Model Direct con-
nection with 
customers 
/ internet 
based

Direct con-
nection with 
customers / 
human-based

Direct connec-
tion with custom-
ers / internet 
based

Direct con-
nection with 
customers

Direct con-
nection with 
customers 
/ internet 
based

Value for 
Customers

A great user 
experience / 
comprehen-
sive info / 
Completely 
digitalized

Help managers 
to make better 
decisions

Cheap product 
and services

For custom-
ers: reduction 
in costs / a 
new product 
with different 
options
For gov-
ernment: 
continuous 
monitoring 
and removing 
paper bills

Providing 
services in 
a shorter 
time and 
with more 
reliability

Product 
Differentiation

Yes No Yes No Yes

Localized 
Knowledge

Tech: No
Industry: Yes

Yes Tech: No
Industry: Yes

Yes Tech: No
Industry: 
Yes

The Most Impor-
tant Resource

Financial 
capital; 
Human 
Resource

Human Resource
networks quali-
fied investor

Human Resource Human 
Resource
Financial 
Capital

Human 
Resource

Important 
Partners

Transaction 
suppliers

Investors developers Investors / 
Infrastructure 
Provider

Company 
representa-
tives

Digital Services Cloud / 
Affiliated 
Marketing

Social media 
such as LinkedIn

Social media to 
promote and also 
as a medium to 
apply soft pres-
sure to get their 
rights

Social media 
to promote 
and also as a 
force on enti-
ties that want 
to destroy 
them by 
unequal rights 
and powers

mostly focus 
on search 
engines

Table 3  Summary of the findings
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uncertainty as one of its boundary conditions, however, this study conceptualizes 
uncertainty as an ongoing change in the macro environment, which requires deci-
sion-makers to revise their assumptions constantly and apply their effectual logic to 
make sense of the changes and create new opportunities for frugal innovation out of 
those changes (Shahid et al., 2023). The constant nature of changes in the political 
and economic environment provides a unique context for decision-makers to navi-
gate through by effectually innovating their BMs. Such conditions provide a clear 
example of Knightian uncertainty where there is no future to be predicted. In such 
conditions, reflecting on everyday decisions and their outcomes and learning how 
to learn or double-loop learning become vitally important (Argyris, 2002). Double 
loop learning is not investigated in effectuation research, although it is mentioned in 
effectuation literature. The constantly changing macro environment due to the inter-
national sanctions provides a unique uncertain condition that extends the concept of 
uncertainty in effectuation theory. As theorized in effectuation theory, when entrepre-
neurs imagine a new future out of the uncertainty of the situation, they move on and 
take action to effectuate a new future. Whereas in our study, the situation changes 
constantly, and entrepreneurs have to change their BMs constantly to catch up with 
changes in the market. As such, we extend the boundaries of effectuation theory to 
accommodate such uncertain and complex conditions. Our findings show that not 
only the unpredictability of the future caused by sanctions was the source of frugal 
innovation, but the ever-changing and growing nature of those sanctions was also 
an important factor in terms of providing ongoing opportunities for learning in the 
absence of international competitors and adding to the resilience and resourcefulness 
of these entrepreneurs (Liu, 2024b). Manifested in the BMs of these entrepreneurs, 
the ongoing sanctions force them to innovate their BMs instantly to catch up with 
changes.

Practical implications

The findings of this study provide some useful implications for the founders and 
managers of small firms who work amidst market disruption. First, founders/manag-

Firm A B C D E
Challenges of 
Country

Good in 
overall
but have 
some 
undesirable 
effects

Not important 
so much as it is 
under control

Unpleasant event
It is good but has 
some unpleasant 
effects
It is bad but 
we can see 
opportunities

Extremely 
affected by the 
challenges that 
the country 
faces
Environmental 
challenges 
have been 
good for us
Have some 
opportunities 
and challenges

Not impor-
tant so much
Economic 
challenges 
for our 
country 
lower 
consumers’ 
purchasing 
power
The demand 
for our 
services has 
been re-
duced a lot

Table 3  (continued) 
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ers of small firms need to have a clear understanding of market disruptions and look 
for new opportunities for frugal innovations arising from those disruptions in the 
absence of large international firms. Due to the impact of international sanctions, 
both businesses and consumers have experienced a significant decline in purchas-
ing power, prompting a growing demand for more cost-effective alternatives. Small 
firms can reimagine their BM to (e.g., reengineering their supply chain and produc-
tion methods) to produce affordable solution for their customers, such as ultrasonic 
meters in our study.

Second, founders/managers of small firms need to have a clear understanding of 
the different blocks of their existing BM, such as key partners, key activities, key 
resources, and customer segments, to make sense of the changes in the environment 
in terms of their impact on any of these blocks. Small firms can use different BM 
tools, such as road mapping to imagine and define alternative paths to transform their 
existing BMs into future BMs (DeReuver et al., 2013) or BM stress testing to control 
the robustness of their BM under different conditions (Haaker et al., 2017). Effectua-
tion logic enables them to make decisions and transform existing BMs as it provides 
a clear view of resources, partnership, and learning (Xu & Koivumäki, 2019).

Third, as shown in our study, digital platforms play a vital role in reducing busi-
ness costs. For instance, small firms can utilize app-based services without physi-
cal branches which can reduce their operational costs significantly. Digital platforms 
can provide competitive advantage for small firms by reduce overhead, promoting 
accessibility to customers across the market, and enabling innovation with minimal 
financial costs.

Finally, small firms can adopt co-creative BMs and engage their suppliers, custom-
ers and other stakeholders in their value creation and delivery process. For instance, 
startups can connect their customers through digital platforms to share insights, 
equipment and logistics. As shown in our study for small firms who are active in 
tourism and health care industries, collaborations with other actors in the market can 
increase small firms’ market presence, reduce their marketing costs, and eventually 
increase their market share.

Limitations and future research directions

This study has its own limitations. First, we conceptualized international sanctions 
and their impact on uncertainty in the macro environment. This is a unique phenom-
enon that is the case only for a few countries in the world. However, this conceptual-
ization opens the door for future research to consider different sources of uncertainty 
beyond the immediate environment of small firms. It can extend the boundaries of 
market disruptions. The current pandemic has proved the fragility of businesses’ 
macro environment and the undeniable impact of its market disruptions on small 
firms’ business practices. Future research can focus on the changes in scope and types 
of entrepreneurship activities (Zahra, 2021) in the post-pandemic area, as well as 
economies that are under ongoing international sanctions.

Second, this study focused only on small firms and did not investigate large busi-
nesses. Considering the impact of market disruptions on all businesses regardless of 
their size, future studies can investigate large businesses’ actions and interactions in 
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addressing different disruptions, such as environmental, and market disruptions. Size, 
age, experience, and the operand resources that large businesses own may enable 
them to focus on different strategies. As such, a comparison between small resource-
poor businesses and large businesses may provide a better image in addressing how 
these firms cope with the uncertain situation (Zahra, 2021).

Third, although it is a useful source of knowledge about an understudied country 
(Shultz et al., 2014), it has certain limitations in terms of the generalizability of its 
findings. Future research can build on the findings of this current research to run a 
large-scale quantitative study across a few more countries that are experiencing dif-
ferent disruptions at the national level to gain more generalizable findings. National 
culture may provide a good lens to look at different approaches that decision-makers 
take in different countries. Hofstede’s cultural model, The Globe project, and the 
World Value Survey may provide a good starting point.

Data availability  The data for this study is in the Iranian language (Farsi) and can be made available if 
required by the editors.
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