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Factors That Influence Rural Entrepreneurship: Case-Study Evidence from Torbat-E Heydarie, Kadkan District

Summary

Entrepreneurship is an important instrument in planning and realizing rural community
development. Owing to current problems in societies, focusing on the rural entrepreneurship is
of utmost importance. Entrepreneurship by creating new opportunities for employment and
income plays an important role in improving socioeconomic conditions of villages. The aim of
this study is to assess the factors influencing the development of rural entrepreneurship in a case
study of villages in Torbat-e Heydarieh, Kadkan district. The research method was descriptive-
analytic, and the data collection method was library and field studies. For data analysis, One-
sample t-test with principal component analysis was used. The statistical population of the study
was the villagers of Kadkan district of Torbat-e Heydarieh, from which 240 people were asked
to complete a questionnaire. The validity of the questionnaire was evaluated using the Content
and face validity with expert judgement. Reliability of the questionnaire was examined by
Cronbach's alpha coefficient which for all studied domains was above 0.75 which indicated that
guestionnaire was satisfactory. The results indicated that economic factor was the most
influential issue in the rural entrepreneurship. The results also showed that rural
entrepreneurship provides a good context for creating jobs in agricultural and non-agricultural
sectors and it is an important factor for achieving sustainable rural development.

Keywords: Entrepreneurship, Development, Village, Torbat Heydariyeh, Kodkan

Resumen

El espiritu empresarial es un instrumento importante en la planificacion y realizacion del
desarrollo de la comunidad rural. Debido a los problemas actuales de las sociedades, es de suma
importancia centrarse en el espiritu empresarial rural. El espiritu empresarial mediante la
creacion de nuevas oportunidades de empleo e ingresos juega un papel importante en la mejora
de las condiciones socioecondmicas de las aldeas. El objetivo de este estudio es evaluar los
factores que influyen en el desarrollo del espiritu empresarial rural en un estudio de caso de
pueblos de Torbat-e Heydarieh, distrito de Kadkan. El método de investigacion fue descriptivo-
analitico, y el método de recoleccion de datos fue biblioteca y estudios de campo. Para el
analisis de datos, se utiliz6 la prueba t de una muestra con analisis de componentes principales.
La poblacion estadistica del estudio fueron los habitantes del distrito de Kadkan de Torbat-e
Heydarieh, de los cuales se pidio a 240 personas que completaran un cuestionario. La validez
del cuestionario se evalu6 mediante el contenido y la validez aparente con juicio de expertos. La
confiabilidad del cuestionario se examind mediante el coeficiente alfa de Cronbach, que para
todos los dominios estudiados fue superior a 0,75, lo que indicd que el cuestionario era
satisfactorio. Los resultados indicaron que el factor econémico fue el tema mas influyente en el
emprendimiento rural. Los resultados también mostraron que el espiritu empresarial rural
proporciona un buen contexto para la creacion de puestos de trabajo en los sectores agricolas y
no agricolas y es un factor importante para lograr el desarrollo rural sostenible.

Palabras clave: Emprendimiento, Desarrollo, Pueblo, Torbat Heydariyeh, Kodkan.
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Introduction

The village is the oldest form of human settlements and human life. Villages as first
communities have played a significant role in prosperity of societies and civilizations.
Regarding the fact that they were responsible for national development process, especially for
food supply, their growth and development is of great importance and necessity (Hosseini,
2011: 63). Financial issues, especially finding a job, has been an important reason for villagers’
migration to the cities. It causes many problems such as marginalization, low quality of life, and
lack of jobs and higher rates of crime in cities. On the other hand, the decline in the growth of
the agricultural sector in rural areas and the reduction of employment by 23.4%, reveal that in
the future, agricultural development cannot guarantee economic growth and eradication of
poverty in the countryside, therefore, it is necessary to focus on other sectors (Najafi Kani et al.,
2015: 37).

Rural Entrepreneurship

More than a century, researchers, sociologists, economists, geographers, government agencies,
and concerned individuals have sought to define "rural” more precisely according to social,
economic, and environmental factors. There is a cultural hierarchy that considers urbanity as
positive trait and rurality a negative one. This hierarchy is not in many way culturally valid, as it
is fairly easy to turn upside down in the form "urban - bad, rural - good" (Ritzer, 2007: 24).

Rurality is a controversial concept, for example, Dobson (2005) defines rural areas in the
United States with differences in economics, values, environment, and climate. What can be
deduced from his definition is that economics represent agricultural occupation and values refer
to issues such as religion and traditions of self-sufficiency, the environment which includes
unique and beautiful landscapes, animals and livestock, and trees and farms. Finally, it also
implies that atmosphere is a relaxed lifestyle that is a safe and wholesome place to raise kids.
Another seminal work about rurality is Cloke’s (2006) enquiry; he recognizes three significant
theoretical frameworks which have been influential in constructing the conceptualization of
rurality. The first can be thought as functional concepts of rurality. In this framework, a village
can be defined in terms of areas which are used for agriculture and forestry, land use, including
smaller settlements and residents, and it create a way of life which are characterized by
respecting the environment and the great landscapes. A recent national program in Iran aimed at
lending 4% interest rate loan to so-called rural entrepreneurs is a clear example of the functional
meaning of rurality, and the concept of supply side of entrepreneurship (Thornton, 2011: 35).

Our study area is located in Kadkan section, one of the rural sections of Torbat-e Heydarieh city
in Khorasan Razavi province. Its population is 12805 (6,438 men and 6,367 women) with 3932
households and two rural districts of kadkan and rafijen with population of 5,941 and 3,145
which have 17 and 16 inhibited villages (Statistical Center of Iran 2018).

In this study, we seek to answer the following questions:
1. What factor influence the development of rural entrepreneurship in the studied area?

2. What factors have the greatest impact on entrepreneurship in the studied villages?
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The necessity of entrepreneurship and its role in rural areas

Entrepreneurship is very influential factor in rural development; because it can improve the
socio-economic conditions of the villages by creating new employment and income
opportunities. Therefore, measuring the entrepreneurship of the villagers and trying to develop
and strengthen it in the process of rural development by providing its initial grounds is of
particular importance. Due to special ecological and socio-economic conditions, rural areas face
many problems, such as poverty and deprivation (Rezvani and Najarzadeh, 2008: 161).
According to Reagan (2002: 23), rural entrepreneurship generates wealth, employment, greater
income and improved life quality and helps local people to engage in the economy. (Heritot,
2002: 19) by considering entrepreneurship as a pattern for economic growth, defined rural
development as the process of encouraging, assisting and offering managerial and technical help
to rural entrepreneurs, transportation and rural communication and information services, natural
resource management. Therefore, the development of rural entrepreneurship has the potential to
diversify and increase agricultural and non-agricultural production of rural people and,
consequently, increase income and provide good opportunities to reduce livelihood risk and
increase sustainable food security in rural areas and can be one of the suitable grounds for
creating employment opportunities in agricultural and non-agricultural sectors (Dabson & other,
2003: 11).

Definition

Entrepreneurship has been present in all different aspects of human life since the beginning of
human creation and has been the basis for all human developments and progress and there are
various definitions of it (Samad Aghaei, 2014: 57).

Review of literature

Although entrepreneurial activities have traditionally and experimentally existed in different
societies from the beginning; however, researcher in recent decade have studied it based on
scientific frameworks and methodological models (Bouzarjomehri et al., 2014: 452)
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Tablel

The following table lists some research that has been done in this area.

Results

Researcher | Year Title
Attracting young, specialized and skillful human
force in rural areas and agricultural activities is the
main solution for improving entrepreneurship in line
with sustained development
Analysis of different
Rezvani et 1999 aspects of the r_urfal
al entrepreneurship in
development of rural areas
High Capabilities and potentials of the region, the
. threshold of innovation and creativity in the
Agricultural . .
. agricultural sector of rural areas need to be reviewed
. Entrepreneurship . - .
Rokn-aldin L and appropriate policies offered for solving problems
oftekhari et | 2010 Development Strategies in
al Rural Areas: A Case Study
of Khodabandeh County
Villages
.. Prioritization of The Rural entrepreneurship is a new approach in
Faraji 2011

sabokbar et

Entrepreneurship
Development in Rural

development theories for empowerment and capacity
building in rural areas with the aim of reducing the
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al Areas Using Prometric gap between urban and rural areas, creating
Technique : Case Study of economic, social, environmental and institutional
Suburban Rural District of equality.
Khodabandeh County,
Zanjan Province
Prioritization of obstacles Economic and educational obstacles are the most
. of rural women important ones in the development of
Alidostetal | 2012 . P . . P .
entrepreneurship entrepreneurship of this segment of society,
development in Garmsar respectively
In the recent past, rural women have worked
the Role of Rural Tourism | alongside men. However, due to social, economic and
behmand 2015 in the Development of cultural developments, the role of women in rural
Rural Entrepreneurship of activities has been greatly reduced in recent years.
women This has caused many social and economic problems
to the villages.
the role of women Focusing on women entrepreneurship and
Anbarlo et 2016 entrepreneurship in the empowering women and their decisive role in
al economic development of sustainable development should be considered in
human settlements theory and application.
One of the dynamic tools in the development process
.| is the entrepreneurship that can provide the conditions
the role of entrepreneurship o )
. . for the development process in its various
. . process in sustainable rural . . . . o . .
Eltiyami . dimensions, especially in the social dimension. Social
) 2016 development with . . .
niya et al . . development is one of the important factors in
emphasis on social . . .
achieving sustainable rural development, which
development . . . . e .
improves the quality of life of villagers, social justice,
collective participation and rural trust and security.
Given that about half of the country's population and
a significant portion of the economically active
. lation are women and their proportion in th
the role of rural handicrafts popufation are .O _e ? d ¢ p oportio ¢
and tourism in develonin educated community is still increasing, but They have
Khaterietal | 2016 ping not gained merit in the national economy. However,

rural women’s
entrepreneurship

women entrepreneurs in their path have been able to
achieve successes that can have a tremendous impact
on the economic, social and political arenas of the
country.
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Analysis of the
Relationship between

Entrepreneurship is growing rapidly in important

Ramezan Awareness and economic sectors and one of these areas is tourism. In
zade Entrepreneurship of Local | order to develop entrepreneurial activities in the rural
leshoyiee et 2016 Communities in the tourism sector, various factors such as environmental
al Tourism Sector (Case capacities with emphasis on the tourism sector,
Study: Rural Areas of personal, psychological factors, etc. are influential.
Mianband, Noor)
Nevertheless, the rural areas of the country have good
capabilities and potentials to help the development of
the country. In this regard, more attention to rural
Rewayiee 2016 Challenges of ru.ral entrepreneurship is a necessity. On the other hand, we
entrepreneurship T
know that entrepreneurship is a key factor to the
survival of organizations and is a source of
employment and growth and development.
Entrepreneurship and rural
ind_ustrialization: Paying attention to local characteristics can be
Raphael bar 1998 Comparing urban a_nd rural achieved by attracting local and indigenous people
etal pattern_s Of locational and using this power to create relative industrial
choice in Israel development in rural areas.
Study of moc.jern Age has an effect on agricultural employment in the
Lowvreetal. | 2012 agerri]éﬁlttjﬁg?:rrs:]rlaﬂ :rr]:as . region and the activation of knowledge
infrastructures, management, systems and chains are
Case of the Netherlands the requirements of rural entrepreneurship.
Rural Entrepreneurship A Access to resources, need for information, skilled
Zaltinetal | 2013 Case Study of the United | labor, technology and capital are among the problems
States of villages in the direction of entrepreneurship.
When an initiative
promises more than it National governments invest in initiatives aimed at
delivers: a multi-actor encouraging rural entrepreneurship on the assumption
perspective of rural that it contributes to competitiveness and employment
kasabov 2014 entrepreneurship inadequacies of one-size-fits-all policies seeking to
difficulties and failurein | encourage rural entrepreneurship by failing to address
Thailand the needs and capabilities of the involved
entrepreneurs.
When Rural The input of firm resources tF) competitive_ a_\dvantage
. has generally been theorised and empirically
kasabov 2015 Entrepreneurship

Marketing Does Not Work:
A Case of OTOP Failure in

examined in the context of large companies. Less
frequent are discussions about resources in small
firms and entrepreneurial ventures. These issues
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Thailand

deserve empirical testing, though, since
entrepreneurship plays a substantial role in economic
development and contributes to rural communities

Entrepreneurship has significantly reduced the

Madann et 2015 Rapid growth rates in India | incidence of poverty, as well as increased inequality
al and other Asian countries | in local sub-areas, especially in rural and urban areas,
and between skilled and inefficient workers.
How higher education in
Kaushik et 2016 _rural India helps human_ This endeavor has certainly improved the lives and
al. rights and entrepreneurship prospects of many women.
. In f tryin n overview of any general
Supporting rural stead of trying to get_ an ove 'e 'o any genera
dobson 2016 . program that may directly or indirectly affect
entrepreneurship . . .
entrepreneurship that focuses on the main topic.
Establishing The Link This strategy overlooks the fact that the conditions for
Between Entrepreneurship, entrepreneurship in rural environments are
Built Capital And Poverty underpinned significantly by other factors, not least
Asitik 2016 Reduction In Rural those related to built capital or infrastructure. This
Northern Ghana paper argues that built capital can either facilitate or
restrict rural entrepreneurship and consequently
poverty reduction.
Barriers to the Religious, socioeconomic and structural forces play a
development and progress significant role in suppressing social and cultural
muhmmad | 2016 of entrepreneurship in rural | capital in rural areas of Pakistan, explaining the low
Pakistan level of entrepreneurship in these areas. Social and
cultural capital requires a certain socioeconomic
context for entrepreneurship to thrive.
Social entrepreneurship
among Kenyan farmers: A | g, ces5 of the programs may be attributed, in part, to
case example of P ;
Jeanette et 2017 ’ individual and group cultural learning and the
al acculturation challenges | o505 riateness of the servant leader approach to the
and program successes Kenyan context.
. While highlighting the factors that enhance success as
Rural entrepreneurship and well as those that impede development, the study
Koyana 2016 | transformation: the role of ’

learnships

found that the learnership contributed significantly to
social transformation through rural entrepreneurship.
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The lack of financial capital, lack of appropriate
Rural entrepreneurship in technologies, lack of the market, lack of raw
Tanzania: why are micro materials, lack of skills and lack of commitments
msamula 2017 and small enterprises not restrains ability of rural MSEs to create value. Legal
creating value in furniture concerns, suppliers, customers, competitors,
manufacturing industry? middlemen and transport concerns limits the abilities
of rural MSEs to create value.
Social capital and female
entrepreneurship in rural | Social capital increases women's willingness to move
.. ions: Evi from family entrepreneurship to organizational
Jejipsetal | 2018 regions: Evidence from y Y ploorg :
Vietham entrepreneurs and access and availability and distance
to market is influential too.
Methodology

Research purpose is applied and its method is descriptive-analytic. For data collection, Field and
non-field methods were used, while in order to complete the questionnaires, the survey method
was used and the questionnaires were distributed and collected within a month. 240 people were
selected as a sample. According to the research questions and the characteristics of the people, a
15 items questionnaire was developed and completed by sample. The questionnaire’s validity
was examined via content and face validity with the judgment of experts (university professor
and statistician). Its reliability was examined using Cronbach’s alpha coefficient, which
indicates the desirable agreement of the questionnaire.

Table 2

Cronbach alpha of variables

Index Numbe | Mea | Standar | Varianc | Skewnes | Kurtosi | Minimu | Maximu
r n d e S S m m
variatio
n
Consultatio | 50 3.68 | 0.74 0.77 -0.64 0.54 1.33 5.00
n
teaching 50 3.78 | 0.71 0.82 -0.81 0.16 1.50 5.00
Personal 50 3.44 |0.78 0.70 -0.55 -0.04 1.20 5.00
experience
Marketing 50 3.40 | 0.88 0.91 -0.85 0.72 1.00 5.00
Developme | 50 3.39 | 0.72 0.80 -0.84 1.68 1.00 5.00
nt
Capital 50 3.71 | 0.78 0.64 -0.60 1.02 1.00 5.00
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Marketing, | 50 3.50 | 0.57 0.72 -1.22 3.23 1.00 4.83
developmen 1
t and capital

According to Table 2, Cronbach's alpha value which is higher than 70%, shows that the research
instrument has high internal consistency and good reliability. The collected data were analyzed
using SPSS software and one-sample T method. Cronbach's alpha coefficient which is between
0 and 1 were used to examine the internal consistency of measurement tools. 1 shows the
highest correlation and 0 indicates the lowest correlation. As the percentage is closer to 100, the
validity of questionnaire is higher. The alpha coefficient of less than 60% is usually considered
unacceptable, a range of 70% is acceptable and above 80% is considered good. The overall
Cronbach's alpha value in the questionnaire was 0.758, which is acceptable considering the
above, and indicates the good reliability of the research questionnaire. Based on the sample of
50, the Cronbach's alpha level of the questionnaire for its dimensions is listed below. According
to the obtained values, the reliability of the questionnaire is desirable.

Table 3

dimensions of research’s variables

Elements Indexes
Consulting, perseverance and resistance to problems,
Personal familiarity with business rules, business experience,
characteristics | rural capital status, self-confidence, participatory spirit,
Potential and responsibility, literacy
capacities for
development of Allocating subsidies to entrepreneurial activities,
entrepreneurship compiling a document on national entrepreneurship
and rural Marketing, development, encouraging local investors, the
employment development and existence of property and credit institutions, helping
capital the villagers to allocate capital by the government,
buying the products of the villagers, developing the
wealth of the villagers
Results

General Characteristics of Respondents

The distribution of respondents according to age groups in the present study was as follows:
26.6% in the age group 20 - 29 and 40% in the age group 30-39, 20% 40-49 and 13.4% 50 years
and above, their literacy status shows. 75.41% of them were literate and 24.59% of them were
illiterate. Their employment status shows that 41.25% of them were unemployed and 58.57% of
them were employed. Their entrepreneurial background shows that 23.75% of the respondents
did not have an entrepreneurial background and 76.25 people have an entrepreneurial
background.
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Questionnaire Indicators
Personal characteristics

Table (3) has 2 measures that according to the respondents, the weighted average of "education™
is 3.78 so it is placed in the first rank, "consultation" with a weighted average of 3.68 is in
second rank and "personal experience” with a weighted average of 3.44 is in the third rank. In
describing the individual features, it can be said that personal characteristics are the main
resource of entrepreneurs; as people are always looking to take advantage of opportunities to
create something new or change it and turn threats into opportunities and use them for the
benefit of themselves and society. Entrepreneurs see failure as a good opportunity to achieve
success and insights that can paved their way for realizing all their dreams.

Table

Variance and standard deviation of personal characteristics

Index Number | Mean Sta_ndfard Variance | Skewness | Kurtosis | Minimum | Maximum | rank
variation
Consultation 50 3.68 0.74 0.77 -0.64 0.54 1.33 5.00 2
teaching 50 3.78 0.71 0.82 -0.81 0.16 1.50 5.00 1
Personal 50 | 344 | 0.78 0.70 055 | -004 1.20 5.00 3
experience
Personal | oo | 363 | 064 0.63 -0.89 0.90 1.46 4.88 x
characteristic

Marketing, development and capital

In table (3), which is about marketing, development and capital, based on the mentioned
indicators and ranking, the weighted average of “capital” is 3.71 which is considered as the first
rank, the weighted average of "marketing", is 3.40, placed in second rank, the weighted average
of the last rank "development" is 3.39, therefore it can be concluded that the respondents
consider “capital” as the most important one because basically no work or development is
possible without it.

Table 5

Variance and standard deviation of marketing, development and capital

Standa
Index Numb | Mea rd Varian | Skewne | kurtos | minimu | Maximu | ran
er n variati ce SS is m m k
on
Marketing 50 3.40 0.88 0.91 -0.85 0.72 1.00 5.00 2
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De":r:;’pm 50 [339| 072 | 080 | -084 | 168 | 100 | 500 | 3
Capital 50 |371| 078 | 064 | -060 | 1.02 | 1.00 5.00 1
Marketing,

developme | ., | 350 | . 0.72 -1.22 | 3.23 1.00 4.83 *
nt and 1

capital

Testing hypotheses

- There is a significant association between personal characteristics of villagers and
entrepreneurship development.

Statistical hypothesis can be tested as the following:

HO: There is no significant association between personal characteristics of villagers and
entrepreneurship development. (The mean of the variable is not more than 3).

H1: There is a significant association between personal characteristics of villagers and
entrepreneurship development. (The mean of the variable is more than 3).

The results of t-test are presented below:

Table 6

the result of t-test comparing the mean of impact of personal characteristics and
entrepreneurship development with score 3

. Standard T Freedom Hypothesis
H h Mean . . P val
ypothesis e deviation | statistics degree vaiue result
Mean of impact of
personal characteristic | , oo | gag 11428 | 133 | 0.000 | confirm
and entrepreneurship
development

It is observed that the p-value divided by 2 tests is less than 0.05 and the t-statistic is positive
(11.428), so the null hypothesis that impact of personal characteristics of villagers and
entrepreneurship development is not significant is rejected, in other words, the mean of impact
of personal characteristics of villagers and entrepreneurial development is higher than average,
so it can be concluded that personal characteristics are effective in the development of rural
entrepreneurship, i.e. the first hypothesis is confirmed.

- There is a significant relationship between marketing and entrepreneurship development.
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HO: There is no significant relationship between marketing and entrepreneurship development.
(The mean of variable is not more than 3).

H1: There is a significant relationship between marketing and entrepreneurship development.
(the mean of variable is more than 3).

The results of t-test are presented below:
Table 7

The results of t- test comparing the significant relationship between marketing and
development of rural entrepreneurship with score 3

- D f
test Mean Star_1dz_;1rd T statistics egree o p-value result
deviation freedom
the relationship
between marketingand | 5 o) | 5574 | 10087 133 | 0000 | confirmed
rural entrepreneurship
development

It is observed that the p-value divided by 2 tests is less than 0.05 and the t-statistic is positive
(10.087), so it can be said that the null hypothesis implying that there is a significant
relationship between marketing and rural entrepreneurship development is not significant, so it
is rejected, in other words, the impact of a significant relationship between marketing and rural
entrepreneurship development is more than average, so there is a significant relationship
between marketing and entrepreneurship development, i.e. the second hypothesis is confirmed.

Conclusions

The following strategies are influential in the development of entrepreneurship in rural areas:
- considering private sector investment in rural areas;

- Encouraging participation of local communities in rural development programs;

- Teaching different skills to talented villagers;

- focusing and emphasizing on the indigenous knowledge of the villagers and the development
of rural industries by entrepreneurs with the aim of facilitating employment in the villages and,
consequently, preventing the migration of villagers to the cities;

- Building good and wide connecting roads for driving trucks and constructing good
accommodation and suitable service complexes in the area, which are already seen in some
places. Raising security should be taken seriously by establishing police station and sometimes
checkpoint in the area. The most important thing is to build a suitable educational environment
for the villagers so they do not forced to travel to neighboring villages to study which ultimately
may encourage them to migrate.

- Consulting with locals is very affective because in doing so, not only respecting the people but
also encouraging them to compete for more cooperation in the development project, etc.,
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moreover, the residing people are more aware of the problems in each area therefore it will save
the money and appropriate facilities will be built and used in a suitable place for the residents;

- by creating good employment opportunities with good income prevent rural people’s
migration to urban areas and village’s destruction which can mostly done through public and
private investment in the area or paying long term, low interest rate loan so rural people work
peacefully and not concerned about heavy repayments regarding the fact that farmers face many
challenges including climate change, pest and others which may ruin their crop so they can’t
make the same profit every year.

The results reveal that entrepreneurship has a positive impact on economic, social, institutional
and cultural aspects, which lead to improvement of national culture and identity, diversification
of agricultural, industrial and rural services and activities, maintenance of the population with
minimal damage to the rural environment, reduction of migration to cities and also providing
employment, welfare and development in the village. Considering the above, it may be possible
to prevent the destruction of rural areas and agriculture and reduce rural migration that put
further pressure on the cities as their population are constantly increasing.
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