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Extended abstract

Introduction

Over the past two decades, the concept of rural entrepreneurship has undergone fun-
damental transformations, both in terms of methodology and core principles. This
evolution emphasizes the role of humans in economic development, shifting the per-
ception of space from a static physical location to a dynamic system of interrelations
encompassing the activities of local and social actors as well as institutional capi-
tal. As such, acknowledging the role of rural entrepreneurship in the development
of local economies becomes essential, as it fosters the creation and growth of small
economic enterprises in rural areas, driving their economic prosperity. The nature
of activities, the sustainability of operations, and the impact quality of these small
enterprises are shaped by two fundamental approaches. The first approach inte-
grates these enterprises into the local economy, and when supported by an effective
institutional framework and robust property rights, they promote productive entre-
preneurship and foster economic prosperity in rural areas. Conversely, the second
approach positions these enterprises merely within rural areas, exploiting local re-
sources without offering significant benefits to the local population. Such conditions
lead to the disintegration of rural economies, diminishing the significance of local
material and capital flows while encouraging the unsustainable exploitation of ru-
ral resources. Thus, the quality of the institutional framework plays a pivotal role
in determining whether entrepreneurial activities in rural areas are productive or
non-productive. Research on the role of institutions in fostering entrepreneurship in
rural areas highlights how these regions offer unique opportunities and incentives
for various forms of production. Consequently, enhancing production, employment,
and the expansion of economic enterprises in rural areas necessitates the establish-
ment of an appropriate framework for resource allocation. This underscores the im-
portance of identifying and leveraging effective institutional variables to elevate the
level of entrepreneurship in these areas.

Methodos
This study is both fundamental and applied in its purpose, and descriptive in its meth-
odology. The statistical population of this study includes 1,678 households residing in
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the Nesa district of Karaj County, selected through random sampling. Using the
Cochran formula (d = 0.05, p = 0.8, q = 0.2), the sample size was determined to
be 216 participants. The research employed a custom-designed questionnaire
composed of two main sections. The first section contains twenty questions
aimed at gathering individual and demographic data from the residents. The
second section, comprising 102 questions, focuses on institutional factors in-
fluencing rural entrepreneurship development. These questions were derived
from Persian and international sources and validated by three experts. Follow-
ing expert feedback and adjustments, the study identified seven components
and twenty key institutional indicators relevant to rural entrepreneurship de-
velopment. The study employed confirmatory factor analysis to assess the ques-
tionnaire's validity using factor loadings and average variance extracted (AVE)
indices. Reliability was evaluated through Cronbach's alpha and composite reli-
ability tests. The measurement model for institutional factors influencing rural
entrepreneurship development was constructed using t-statistic and standard
factor loading modes in Smart PLS (version 3). A one-sample t-test evaluated
the current role of institutional factors in entrepreneurship development, while
the Friedman ranking test compared their relative importance.

Results and Discussion

This study focuses on identifying the institutional variables that influence en-
trepreneurship in the Nesa rural area of Karaj County. The research is grounded
in the theory of institutional entrepreneurship, which posits a bidirectional re-
lationship between institutions and entrepreneurial activities. A review of the
literature and theoretical foundations identified seven components and twenty
key institutional indicators for entrepreneurship development.

The findings indicate that the current institutional structure is inadequate,
failing to provide the necessary prerequisites for entrepreneurship in the study
area. Research on entrepreneurship in the Nesa rural area reveals poor condi-
tions, with rural businesses primarily focused on providing minimal family live-
lihoods. These activities cannot compete with urban manufacturing industries
and are typically limited to family employment with minimal investment.

Further research highlights the absence of innovation in rural entrepreneur-
ial activities in the Nesa area, particularly in creating and disseminating new
products or introducing novel production methods. A comparative study of this
area with other parts of the country, considering historical structures and so-
cial, economic, and institutional conditions, reveals that entrepreneurial activ-
ities have failed to provide adequate rewards for producers and economic ac-
tors. This failure undermines innovation, the division of labor, and the creation
of added value for residents.
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Violations of property rights and increased asset exchange costs discourage
entrepreneurship as a societal value. Institutional uncertainties further disrupt
production and employment processes, preventing the emergence of produc-
tive entrepreneurship.

Conclusion

The questionnaire results clearly demonstrate the weak and ineffective role of
institutional factors in rural areas. Scores evaluating institutional factors, in-
cluding legal and regulatory dimensions such as business environment support
and law enforcement, were consistently below average. This underscores the
inadequate enforcement of property rights in rural areas under the current in-
stitutional structure.

The lack of institutional support for talented and innovative individuals has
amplified the role of brokers and intermediaries in the eyes of local residents.
These conditions elevate asset exchange costs, effectively eliminating opportu-
nities for productive entrepreneurship.

A structure that lacks transparency and heightens asset exchange risks de-
ters investment in rural areas. The unpredictability of the rural business sector
undermines long-term planning and sustainable economic activities, highlight-
ing the need for comprehensive institutional reforms to foster a supportive en-
trepreneurial environment.
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