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Abstract

The study aims to understand and analyze the reasons that led to the
cessation or closure of a number of micro, small, and medium-sized
enterprises (MSMEs) in Jordan during the period (2005-2025). This is
based on a survey distributed across various sectors and governorates.
Despite the recent positive momentum in Jordan’s entrepreneurial
ecosystem—reflected in the entry of dozens of startups into the market
annually, along with the growing number of programs, institutions, and
business incubators supporting youth—markets are also witnessing the
annual exit and failure of a large number of these enterprises. This calls
for shedding light on the causes of business cessation and identifying
ways to mitigate them, in collaboration with partners to improve the
entrepreneurial environment.

A sample of (70) micro, small, and medium-sized enterprises that had
ceased operations in Jordan was selected to diagnose the main reasons
for closure and to track the orientations of business owners. The results
showed, based on relative distribution, that the majority of companies
were partnerships (70%), with activities concentrated in the service
sector (56%) and the commercial sector (29%). Geographically, most
were located in the capital (74%). Most of the businesses were micro-
sized (approximately 56%), employing no more than five employees,
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while (34%) of the sample consisted of startups that had been operating
in the market for a period ranging between (0-3) years.

The findings also revealed that declining sales and weak demand were
the primary reasons for business cessation across all types and
categories, regardless of size. This was followed by rising total costs,
including both operational and fixed expenses. These factors were
prominent across most categories. In terms of business type, sole
proprietorships were more vulnerable to closure due to declining sales,
whereas partnerships were relatively less affected by this factor. From a
gender perspective, males were more affected by declining demand and
sales compared to females. Regarding years of experience, declining
demand and sales emerged as the main common factor leading to
business cessation regardless of experience level. In terms of economic
activity, commercial and service-based businesses were the most
affected by financial factors (declining sales and rising costs), while
industrial and technology firms faced challenges arising from external
economic crises. Concerning the educational level of business owners,
university graduates and postgraduates were the most represented in
closure causes, particularly in relation to declining sales, legal difficulties,
and rising costs. In contrast, less-educated groups were more affected by
issues related to customers’ failure to settle outstanding debts.

Overall, the results confirm that financial and economic factors are the
most influential causes of business cessation, followed by legislative and
procedural factors, while administrative and organizational factors were
the least influential within the studied sample.

Based on these findings, the study recommends conducting additional
detailed sectoral studies to deepen the understanding of specific needs.
It also emphasizes the importance of coordinated efforts to develop and
introduce new support programs based on these findings, ensuring the
effectiveness of government interventions and supporting the
sustainability of MSMEs. This should be achieved through coordination
within official channels and partnerships between public and private
sector entities, including relevant civil society organizations.
Furthermore, it is essential to ensure that policymakers and specialists
are informed of the study’s outcomes when reviewing and developing tax
policies—particularly indirect taxes—in the context of ensuring tax
fairness. Collectively, these measures are expected to reduce failure

4
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rates by strengthening the contribution of vital productive sectors within
the framework of the Economic Modernization Vision.

Keywords: Business failure; Micro, Small and Medium Enterprises
(MSMEs); Jordan
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