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Abstract
Aim and introduction: In recent decades, profound economic, social, and
technological transformations have demonstrated that economic growth alone is
an insufficient metric for evaluating societal success. Escalating inequalities,
resource constraints, declining social capital, and increasing environmental
complexities have underscored the imperative of sustainable development. By
emphasizing the equilibrium between economic, social, and institutional
dimensions, sustainable development aims to foster long-term value creation,
enhance systemic resilience, and safeguard the well-being of future generations.
Local markets, serving as pivotal socio-economic platforms for value creation,
play a decisive role in facilitating sustainable development. Beyond their primary
economic functions, these markets function as critical arenas for social interaction,
knowledge exchange, trust-building, and collective collaboration. Within this
framework, open innovation—by facilitating knowledge flows, network-based
interactions, and multi-actor cooperation—can bolster learning capabilities and
support the generation of shared value. However, the efficacy of open innovation
is contingent upon the presence of social capital, trust, shared norms, and robust
relational networks. Social capital fosters innovation by strengthening
cooperation, facilitating knowledge transfer, and mitigating interaction costs.
Concurrently, knowledge management plays a fundamental role in transforming
social capacities into structured processes of knowledge creation, sharing, and
utilization, thereby underpinning sustainable development. Conversely,
detrimental behaviors such as knowledge hiding can erode trust, impede
knowledge flows, and constrain collective learning and innovation. In such
contexts, community leadership may serve as a facilitating mechanism by
enhancing participation, coordination, and trust among community members.
Despite extensive research, the simultaneous interaction among social capital,
knowledge management, open innovation, and boundary factors—specifically
knowledge hiding and community leadership—in achieving the sustainable
development of local markets remains insufficiently explored. This study aims to
develop an integrated framework to examine these interrelationships and provide
strategic insights for enhancing innovation, resilience, and sustainable value
creation in local markets.
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Methodology: This study employs a quantitative, applied, and descriptive-
analytical approach to examine the relationships among social capital, knowledge
management, open innovation, and the determinants of rural local market
development via a survey method. The statistical population comprises economic
and institutional actors active in the rural local markets of Urmia County,
including farmers, cooperative members, local managers, and village council
members. Utilizing stratified random sampling, the sample size was estimated at
approximately 400 participants using the Soper (2025) calculator for structural
equation modeling (SEM). Data were collected through a structured 40-item
questionnaire utilizing a five-point Likert scale. Furthermore, the instrument’s
psychometric properties were rigorously assessed, confirming content validity,
convergent validity (AVE), discriminant validity (based on the Fornell-Larcker
criterion), and reliability through Cronbach’s alpha and composite reliability (CR).
Finding: Factor analysis revealed that all measurement item loadings, with the
exception of the final sustainable development item, exceeded 0.4, and t-values
surpassed the 1.96 threshold, thereby wvalidating the indicators. Reliability
coefficients for all constructs were above 0.7, indicating satisfactory measurement
reliability. Convergent validity was established through AVE values exceeding
0.5, while the Fornell-Larcker criterion verified discriminant validity, as the
square root of the AVE for each construct was greater than its correlations with
other constructs. The structural model was evaluated using R2ZR"2R2, Q2Q"2Q2,
and Goodness-of-Fit (GOF) criteria. The results demonstrated strong explanatory
power for sustainable development, moderate levels for perceived knowledge
quality, and relatively lower levels for knowledge management and open
innovation. The Q2Q"2Q2 values indicated robust predictive capability, with
sustainable development exhibiting strong prediction, while other constructs
showed moderate predictive power. Overall, the findings confirm the acceptable
fit of the model and its capacity to explain the complex relationships among the
research constructs.

Discussion and Coclusion: The comprehensive findings of this study indicate that
achieving sustainable development in local markets necessitates a simultaneous
focus on social, knowledge-based, and innovation-oriented factors. The results
underscore that social capital, serving as the bedrock for trust, cooperation, and
actor interaction, plays a pivotal role in fortifying knowledge and innovation
capacities. Indeed, robust social relationships and effective networks establish the
prerequisite conditions for knowledge sharing, collective learning, and sustainable
value creation. Furthermore, the findings demonstrate that knowledge
management and open innovation function as critical mechanisms for translating
social capacities into developmental outcomes. By facilitating knowledge flows,
enhancing learning processes, and strengthening adaptive capabilities, these
mechanisms contribute significantly to sustainable development. Additionally,
perceived knowledge quality is central to the efficacy of developmental processes,
as knowledge yields a sustainable advantage only when it is perceived as reliable,
useful, and applicable. Ultimately, the findings suggest that sustainable
development is not the product of a single determinant but emerges from the
synergistic interaction among social capital, knowledge management, innovation,
knowledge quality, and supportive factors such as community leadership.
Consequently, fostering collaboration, promoting knowledge sharing, and
cultivating a trust-based environment are essential to enhancing resilience,
innovation, and long-term value creation in local markets.

Keywords: Social Capital, Sustainable Development, Knowledge Management,
Open Innovation, Perceived Knowledge Quality, Knowledge Hiding.
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