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Abstract. The work of the Center for Rural Entre-

preneurship is research based. We are committed to
evolving research-based practices and policies that
can guide those engaged in economic development,
as well as policy makers who shape and support it.
This monograph — Research & Learning Focus — pro-
vides an overview of the Center’s approach to its re-
search and learning.

I ntroduction
The rural American landscape is massive, diverse and it
can be categorized into one of three camps:

Urbanized. The largest segment of rural America de-
mographicaly is experiencing urbanization and the pro-
found trangition from arural to an urban place. America’s
ever-expanding metropolitan places and high amenity
(e.g., Aspen, Colorado) communities are converting big
chunks of rural Americainto urban landscapes.

Challenged. Thelargest segment of rural Americaspa
tialy is often a landscape in decline with heavy out-mi-
gration, risng poverty, aging populations and declining
communities. These are the places that are losing their
historic economic purpose (often tied to natural resource
industries) and desperately need economic devel opment.

Hot Spots. Findly, there are the hot spots, places lo-
cated in the heart of rural America (excluding high ame-
nity and urban adjacent places) that are doing better to
great. Somehow they have made amore successful tran-
stion from declining older economies to growing new
ones.

The foundation of our central hypothesis is rooted and
shaped by these observations about the three rural Ameri-
cas. While rura America has been studied extensively,
this research has largely focused on changes in rural
America. Much of the story istied to what is not work-
ing and too little work has been done on places that are
succeeding like Kearney, Nebraska or Tupelo, Missis-
sppi. Thisredization is shaping our research and learn-
ing focus. But for now, let’s take at look at the Center’s
central hypothesis.

Central Hypothesis
Research and insights associated with the Global Entre-
preneurship Monitor Project (GEM) and thework of the
National Commission on Entrepreneurship have greatly
influenced our thinking. We have used this work as a
benchmark for our rural work. Our central hypothesisis
anchored in the following statements.

Statement 1. In today’s increasingly important market
economy, entrepreneurs are fundamental to building stron-
ger and more sustainable regiona economies.

Statement 2. A core difference between expanding, ro-
bust regiona economies and ones that are struggling is
the level of entrepreneuria activity and particularly the
incidence of entrepreneurial growth companies (EGCs).

Statement 3. A fundamental reason for the weaker eco-
nomic performance in many rural regional economies is
the lower level of entrepreneurial activity and a lower
incidence of EGCs.

Statement 4. Many, if not mogt, rura areas that have
more robust economies have higher levels of entrepre-
neuria activity and a higher incidence of EGCs.

Statement 5. Increasing entrepreneurid activity levels,
particularly theincidence of EGCsinrura regiond econo-
mies, represents one of the core economic development
strategies for the first half of the 215 Century.

In order to test this hypothess, the Center is exploring
two basic research questions.

Critical Questions
Our critical research questions are as follows:

Question 1. Isthere compelling evidence to support the
view that a core difference between better performing rural
regional economies and weaker performing ones is the
level of entrepreneuria activity and particularly the inci-
dence of EGCs?
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Question 2. Why have some regional economies been
ableto increase entrepreneurship rates and achieve higher
incidences of EGCs?

Combined, these two questions are driving our research
and field work throughout rurd America. Towards this
objective, we are pursuing three tracks of research work:

Research Track 1. Firgt, weare continuing to chalenge
and document the linkage between entrepreneurship/
EGCs and rural regiona economic performance. In its
early stages, this work was informed by the Kauffman
Foundation’s Regional Catalyst Project. Withthedimi-
nation of that research activity, we are working with the
Center for the Study of Rural America (Federa Reserve
Bank of Kansas City) and others to capitalize this work.

Resear ch Track 2. Second, weareconducting casestudy
research of rural places like Kearney, Nebraska and the
Kentucky Highlands region to better understand how they
are energizing entrepreneurial taent in their rura land-
scapes. (For more information on the evaluation frame-
work developed to guide this research activity, contact
Deb Markley, dmarkley@nc.rr.com.)

Research Track 3. Findly, through our field work, we
are continuing to gather insight within the Rochester
Framework.

The following section provides the Rochester Analytical
Framework that is guiding our field research and learn-
ing.

Analytical Framework
Figure 1 on page 3 of this monograph emerged during a
Rochester, Minnesota academy session summarizing the
flow of the discussion. Jay Kayne drafted this decision
tree reflecting the input of the Minnesota academy par-
ticipants.

Thisoverall framework asks a progression of three ques-
tions related to how entrepreneurial a particular rural
economy and society may be. This framework provides
auseful structure through which we are gaining additional
national, as well aslocd, insght into entrepreneurship in
Rural America.

Question 1. Dorural residents have apropensity to be-
come entrepreneurs?

What our research suggestsis“ yes,” with significant
gualifications. Clearlyrural peopleareheavily engaged
in self-employment activitiesrequiring certain levels of
entrepreneurial attitudeand behavior. However, weal so
find significant cultural, social, andindividual attributes
that appear to inherently limit or undermine entrepre-
neurship. Smply put, rural peopleareentrepreneurial
toapoint.

This research suggests a need for policies and programs
that address cultural and behavioral issues that limit
higher levels of entrepreneurship.

Question 2. Dorura resdents have the knowledge and
skills associated with entrepreneurship?

Thefield research strongly suggeststhat manyrural resi-
dents have key entrepreneurial skillsand considerable
experiencewith entrepreneurial undertakings. However,
we al so find significant deficienciesin critically impor-
tant entrepreneurial knowledge and skills sets. We be-
lievethisisparticularly truewith respect to experiences,
knowledge and skillsrelated to entrepreneurial growth
companies.

This research suggests that there is a critical need for
appropriate policies and programsthat preparerural resi-
dents to be entrepreneurs. Underlining our preliminary
findings is the suggestion that many, if not mogt, asss
tance programs focus on enterprise issues, not necessar-
ily the knowledge and skill sets required to be successful
asan entrepreneur.

Question 3. Arerural residents succeeding asentrepre-
neurs?

Inalimited sensetheanswer is” yes.” Many, if not most,
workingagerural residentsareengagedin entrepreneur-
ial activitiesdirectly contributing to their personal and
economicwell being. Conversely, it appearsfewer rural
residents are succeeding in creating or growing suc-
cessful entrepreneurial enterprises when compared to
urban America. Thispreliminary finding might provide
apowerful explanation for the economic and social de-
cline of many rural regionswithin North America.
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These findings suggest a critical need to explain the inci-
dence of arelatively high share of rural residents engaged
in some forms of entrepreneurship, but only managing to
sustain margina enterprises.

Rural Americaisvery different from urban Americawith
respect to entrepreneurship in three basic ways— market,
isolation and cultt hal-
lenges that when explored help explain the ditference in
entrepreneurship rates from high performing to low per-
forming areas.

Figure 1 — Framework for Encouraging
Rural Entrepreneurship
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Unique Challenges
Jay Kayneformerly with the Kauffman Foundation iden-
tifies five unique challenges for entrepreneurs in Rural
America. Theseare:

1) Greater distance to markets and services,
2) Inability to meet thresholds of demand to justify
location of support services,
3) Absence of other entrepreneurs;
4) Absence of industry clusters, and
5) Independent spirit of the rural population.*

* For example balancing the entrepreneurial desireto be*one’ sown boss’
with the realization that successful entrepreneurs cannot go it alone.

Field research undertaken by the Center for Rural Ent-
repreneurship focused on Kayne's “unique rura chal-
lenges’ and developed the following hierarchy of chal-
lenges:

Market. For most of Rural America the characteriza-
tion of low density and high cost markets is applicable.
Kayne's (1) and (2) challenges fall under thisissue area.
As a result the following research and learning issues

emerge:
1 How does distance from larger and urban
markets impact rural entrepreneurship?
2 How does distance from necessary and de-
sired servicesimpact rural entrepreneurs?
3 How do rural markets create adequate

thresholds of demand tojustify thelocation
of support services?

4 Are there threshold barriers as rural entre-
preneurs grow from local and area markets
intoregional, national, or international mar-
kets?

I solation. Dramatically improved transportation, national
media access, and tel ecommuni cations connections have
al greatly reduced the isolation of Rura America from
the mainstream economic and cultural life in the United
States and the world. However, isolation continuesto be
real and a significant barrier to development:

5 How does the absence of other entrepre-
neurs impact the ability of rura entrepre-
neursto succeed?

6 How does the absence of industry clusters

impact the ability of rural entrepreneursto
compete and grow?

7 Does isolation limit the ability of rural en-
trepreneurs to see opportunities and envi-
sion enterprises capabl e of growth and de-
velopment?
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Culture. Our preliminary research suggests that rural
culture is a powerful force supporting and limiting entre-
preneurship at the same time. It is a culture that cel-
ebrates self-employment and individual accomplishment.
But it isalso aculture that can punish success and failure
with equal force. It is often a culture that encourages
entrepreneursto succeed to apoint, but not over-succeed,
creating tensions within the community where others
might be struggling.

8 Doesrura culture create anegativethat lim-
its (or chasesaway) entrepreneurs?
9 Is there a lack of awareness and recogni-

tion that entrepreneurshipiscentral to build-
ing arenewed and more dynamic economy
and society?

10 Doesrural culture compound the isolation
of entrepreneurs, contributing to the insu-
lar nature of rural societiesand economies?

Figure 2 —Unique Rural Challenges
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Conclusion

There is a growing belief that entrepreneurship is criti-
cdly important to the American economy. This belief is
rooted in solid research undertaken by the federal gov-
ernment, the Kauffman Foundation, the National Com-
mission on Entrepreneurship and the Corporation for
Enterprise Development. Some are beginning to believe
that entrepreneurship is aso critically important to build-
ing stronger rural economies. The Center for Rural
Entrepreneurship’ sresearch program iscommitted to pro-
viding objective research to support practitioners and
policy makers as they explore how energizing entrepre-
neurs can energize rural economies. We welcome your
comments, suggestions and particularly your research.
For more information contact Deb Markley
dmarkley@nc.rr.com or through our web site at
www.ruraleship.org.



About the Center

The Center for Rural Entrepreneurship is a RUPRI or Rural Policy Research Institute na-
tional research and policy center with founding support from the Ewing Marion Kauffman
Foundation of Kansas City, Missouri. Our mission is to enable every rural resident to
achieve his or her full entrepreneurial potential. This mission will be achieved by collabo-
rating with individuals and organizations engaged in the study, practice and policy of rural
entrepreneurship. The Center supports research, field work, and policy development through
collaborations with national, state and community interests. For more information on the
Center for Rural Entrepreneurship contact Taina Radenslaben at 402-323-7336 or
taina@ruraleship.org.
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