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ABSTRACT 
  
 "Entrepreneurship" is a process which takes place in a network in the presence of social relations. Vast 
majority of the studies related to entrepreneurship have been in the form of personality traits of the 
entrepreneurs and paying attention to social networks and social capital, has been neglected by them. This study 
investigates the relationship between social capital and rural entrepreneurship and the cases of the study are 
some villages in the county of Kerman. The research method is library work and field study. After defining the 
indexes and variables of the study through a questionnaire, the necessary data are gathered. The sampling 
population is estimated 150 rural enterprises in the county of Kerman. The research findings show that there is a 
direct and significant relationship between rural entrepreneurship and social capital, entrepreneurship and 
correlation, entrepreneurship and awareness, entrepreneurship and cooperation. The present research reveals a 
significant relation between media and the dual variable compound of the demographic factors of 
entrepreneurship. This significance indicates the importance of media’s role in entrepreneurship. The factor 
analysis of entrepreneurship, entrepreneurship infrastructures have the highest effect on the process of 
entrepreneurship. 
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Introduction  
 
 Entrepreneurship is the process of enhancing 
technology through creation of new organizations or 
businesses. In this process, new professions are 
created and the workforce starts to need new skills 
and also new structures are built for the purpose of 
education and distribution of services.  The 
importance of this process is of such high 
significance that it is often described as “the heart of 
economical development activities” [12]. The three 
concepts of creative thinking, organized utilization of 
the resources and the capability to take risks are 
present in all of the definitions of entrepreneurship. 
Entrepreneur attempts to gain access to financial, 
social or human resources through efficient use of 
the opportunities while also taking the risks and 
personal motivations into consideration [19]. 
Entrepreneurship is one of the effective factors in 
rural development, since it can play a significant role 
in improving the financial state of the rural regions 
by creating new jobs and sources of income. 
Therefore, measuring the entrepreneurship of the 
villagers and attempting to develop and reinforce 

entrepreneurship through providing the necessary 
infrastructure is of the utmost importance. Although 
entrepreneurship positively affects rural societies in 
many ways, as a social-financial phenomenon, it is in 
turn dependant to various skills, contexts and factors. 
In spite of the fact that entrepreneurship is not the 
only way for job creation and raising the income 
level of the rural societies, it’s certainly the best and 
most efficient solution. Entrepreneurship can act as a 
tool for sustainability, independence and reduction of 
the villagers needs in their own residence [12]. The 
participation of various rural groups in execution of 
the reforms is an indication of intergroup confidence 
and creation of social capital is the first step for the 
rural development. This paper attempts to study the 
role of social capital on entrepreneurship. It’s 
naturally imperative to first study the criteria for 
different components of social capital and 
afterwards, evaluate its correlation with the rural 
entrepreneurship. 
 
The research background: 
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As a social phenomenon, Entrepreneurship is 
affected by various factors. Some of the theorists 
consider financial conditions as the factor of 
entrepreneurship and believe that it’s the major force 
behind economical development and brings 
innovation, growth and production of services with 
itself.  In an article named “study and analysis of the 
contexts for rural entrepreneurship in rural 
development process”, Rezvani and his colleagues 
arranged the features of entrepreneurs and academic 
criteria and variables of entrepreneurship in the 
framework of 31 questions in a questionnaire. This 
study designs the main indexes and contexts of 
entrepreneurship into the four categories of: the 
personal features of the entrepreneurs, the 
infrastructures of entrepreneurship, the acquaintance 
of the villagers with entrepreneurship skills, the 
acquaintance of the villagers with the skill of 
business formulation, their acquaintance with the 
skill to create new business and their acquaintance 
with acquiring novel ideas. The results of this survey 
revealed that the index of entrepreneurship context 
for the villagers is 73.3% and is classified as low and 
very low and 25.3% of the villagers have had a minor 
new or innovative business in their lifetime. These 
conditions persisted for the rest of the indexes. 
 Aghajani and his colleagues studied the role of 
psychological features of the entrepreneurs on the 
independent entrepreneurship. According to this 
basis, six features of the entrepreneurs were 
measured: the persistence and willpower, innovation, 
creativity, risk taking, job independence, internal 
control and the learning spirit. The results of this 
survey show that psychological features significantly 
affect the process of independent entrepreneurship. 
The job independence is the most effective variable 
and from this point, other variables such as 
innovation, creativity, risk taking, persistence, 
internal control and learning spirit take the next ranks 
[1]. 
 Pour Rajab and his colleagues analyzed the 
entrepreneurship features. The results indicated that 
the mean rate for risk taking, internal control, and the 
need to success were 2.86, 3.35, and 3.47 
respectively. Also the mean rate of practicality, 
innovative imagination, tolerance of uncertainty, 
desire for prosperity and mental health were 3.76, 
3.10, 2, 3.24, and 2.93 respectively [14]. 
 Saadat studied the relation between the social 
capital and the farmers and investigated indexes such 
as the public confidence, institutional confidence, 
active social participations, rural participation 
tendency and the rural economy. The results 
indicated low social capital for most of the villagers 
and also a significant negative relation between the 
indexes of social capital and variables such as the age 
of the farmer, size of the family, farming related 
experience and usable fields. The regression’s results 
showed the six variables of human capital, 
participatory development, farms, non farming 

revenues, family upkeep costs and the physical 
capital as part of the equation’s model and this 
variable explained 56.7% of the social capital index 
variance among the farmers [16]. In 2005 in a 
research conducted in Denmark by Elkho, the 
components of entrepreneurship process were named 
as: 
a) Studying sources of opportunities 
b) The discovery process 
c) Evaluation and utilization of the opportunities 
d) Individuals who do the discovery, evaluation 
and utilization of the opportunities [4]. 
 Krishna divided social capital into the macro and 
micro levels and in the micro level, recognized it as 
comprising knowledge and awareness while the 
factor of awareness itself consists of variables such 
as values, confidence, unity, interactions and social 
norms that in turn, include attitude and behavior. 
Knowledge consists of variables such as the 
horizontal structure of the organization, the decision 
making transparency process, responsibility of the 
social leaders, and responsibility. In the macro level, 
social capital is divided into subjects such as: civil 
law, concentrated government, the participatory 
policies process, the regulations framework and 
social networks. According to his view, the 
dimensions of opinions, attitudes and the social 
behaviors and norms are less touchable [13]. Fouler 
and his colleagues explain access to entrepreneurship 
through social capital as the ability of the social 
capital to be considered as a beneficial resource 
through improving the intra organizational 
confidence by linking units or by linking with the 
external networks. The links responsible for the 
creation of social capital are created in the personal 
and organizational level. Social capital is often 
operated by the means of identifying networks and 
their relations. From this perspective, 
entrepreneurship and social capital create networks 
that ease the discovery of entrepreneurial 
opportunities and identification, gathering and 
allocation of the rare resources [9]. 
 Bornchester and colleagues conducted a research 
on the effects of social capital on the tendency to 
entrepreneurship in the smaller and larger societies of 
Germany. The results showed that access to social 
capital is linked with membership in the sports and 
entertainment clubs, churches, civic organizations 
and religious communities. In this research, 
entrepreneurship was the dependant variable and 
social capital was the independent variable. 15.16% 
of the workforce in the small cities and 13.46% of 
the workforce of the large cities are entrepreneurs. 
The average number of the entrepreneurs who are 
members of the clubs and communities is larger than 
that of others and in the smaller communities; this 
average is larger than the bigger communities. Men, 
married individuals, and state owners show a greater 
tendency to entrepreneurship than others and as they 
age this tendency are increased. Access to the 
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resources such as human and financial resources is 
considered as important in initiating entrepreneur 
activities [3]. The result of Tajbakhsh and colleagues 
research showed that the link the level of social 
capital in the present Iran to the three factors of 
awareness, confidence and participation. These 
scholars relate the awareness index to the attitudes 
and values of the Iranian people towards measuring 
the social attitude [18]. 
 
The logical model of the research: 
 
 Rural entrepreneurship is divided into the four 
major criteria of the psychological features of 

entrepreneurship, infrastructural contexts for 
entrepreneurship, personal contexts for 
entrepreneurship and the entrepreneurship skills. 
Figures (1) illustrate these factors. the characteristics 
of entrepreneurs are described in terms of: (i) socio-
personal features like sex, education, age, marital 
status, caste or ethnicity, etc, (ii) 
psychological/individual characteristic, including 
courage, confidence, patience, modesty, risk taking 
ability, and (iii) business characteristic, comprising 
business types, initial financial investment, size and 
types of employees [8]. 

 

 
 
Fig. 1: Entrepreneurship and the effective criteria 
 
Research methodology: 
 
 Considering the nature of the method, this 
research is a descriptive text. While considering the 
investigation of the relation between various reasons 
of entrepreneurship and its practical purpose, it’s a 
practical research. The timely framework of this 
research was a segmental one, meaning it has been 
conducted only for once during the segment of 
several months. This research was conducted in the 
2nd half of the year 2011. The statistical community 
of this research includes all of the entrepreneurs in 
the rural areas of the Kerman province in Iran. 
Therefore, referring to the central statistics of the 

work and agriculture department in Iran, the 
statistical community was selected as 150 people of 
rural entrepreneurs. The research samples were 
gained using a random method. Questionnaires were 
the main tool of the current research. In the first step, 
44 questionnaires were directly collected by the 
researcher in the entrepreneur community of Bam 
county of Iran. Afterwards, these questionnaires were 
analyzed for perpetuity utilizing SPSS software and 
the Cranach’s alpha method. The amount of 
Cranach’s alpha was obtained 0.79 and 0.86 were 
respectively for the entrepreneurship and social 
capital questions. 

 
Table 1: Reliability analysis (Alpha). 

Scale Name No. of items in the scale Alpha value 
social capital 20 0.862 

entrepreneurship 36 0.793 
 
 To determine the appropriateness of data and 
measure the homogeneity of variables that attracting 
farmers to group activities, the Kaiser-Meyer-Olkin 
(KMO) and Bartlett’s test measures were applied. 

These statistics show the extent to which the 
indicators of a construct belong to each other. KMO 
and Bartlett’s test got for these variables show that 
the data are proper for factor analysis as showed in 
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Table 2. KMO= 0.848 was got and because this value 
is larger than 0.5, it is concluded that the number of 
samples is suitable for factor analysis since KMO 
value is between 0 and 1 and the closer to one , the 
higher the sample validity. According to the above 
table, Bartlett’s test of sphericity was got to be 
1035.93 with significance p=0.000 and because this 
value is significant, it is concluded that the factors 
have not been classified well and the questions in 
each factor have congeneric correlative factor with 
each other. Factor analysis was applied as the main 
statistical technique to analyze the data. The main 
object of this technique is to classify many variables 
into a few factors based on relationships among 
variables. For this purpose, 14 variables were 
selected for analysis. Factor analysis is a statistical 
method that is based on the correlation analysis of 
multi-variables. The purpose is to cut most variables 
to a lesser underlying factors that are measured by 
the variables. Factors are formed by grouping the 
variables that have a correlation with each other. 
Factor analysis is effective when the sample size is 
more than 300. There are mainly four stages in factor 
analysis [4]. 

 a. First solution: Variables are selected and an 
inter correlation matrix is generated for including all 
variables. An inter-correlation matrix is a k (where k 
equals variables) array of the correlation coefficients 
of the variables with each other. When correlation 
between the variables is weak, it is not feasible for 
these variables to have a common factor, and a 
correlation between these variables is not studied. 
Kaiser–Meyer–Olkin (KMO) and Bartlett’s tests of 
sphericity (BTS) are then applied to the studied 
variables to validate if the remaining variables are 
factorable. The KMO value should be greater than 
0.5 for a satisfactory factor analysis. BTS, on the 
other hand, should show that the correlation matrix is 
not an identity matrix by giving a significance value 
smaller than 0.001. 
 b. Extracting the factors: A parts (factors) is 
extracted from the correlation matrix based on the 
first solution. In the first solution, each variable is 
standardized to have a mean of 0.0 and a standard 
deviation of 71.0. So, the eigenvalue of the factor 
should be greater than or equal to 1.0, if it is to be 
extracted. 

 
Table 2: KMO measure and Bartlett’s test to assess appropriateness of the data for factor analysis. 

KMO 
 

0.848 

Bartlett’s test of sphericity 
Approx. chi- square 

2165.161 
Sig 

0.000 
 
 c. Rotating the factors: Sometimes one or more 
variables may load about the same on more than one 
factor, making the interpreting of the factors 
ambiguous. So, factors are rotated to clarify the 
relationship between the variables and the factors. 
When various methods can be used for factor 
rotation, the Varimax method is the most commonly 
used one. 
 d. Naming the factors: Results are then derived 
by analyzing the factor load of each variable. Proper 
names are given to each factor by considering the 
factor loads [4]. 

 
The findings of the research: 
 
 Considering the age variable, about 42 percent 
of the rural entrepreneurs were within the ages 20-30. 
Also 45 percent were university graduates while 55 
percent lacked any such degrees. The average work 
experiences of entrepreneurial are 11 years and 89% 
are male. The more of rural entrepreneurs are 
engaged in the agricultural sector (49%).  

 
Table 3: The characteristic of rural entrepreneurships. 

Independent variable Average Mod 
Age 23 25 

work experiences 11 10 
Level of Education - Diploma 

Job Activity - Agricultural Sector 
 
 The total characteristic of entrepreneurship, rural 
entrepreneurs assessment in good level (mode= 4). 
The total characteristic of social capital, rural 
entrepreneurs assessment in middle level (mode= 3). 
In this study, the number was decided by leaving out 
components with corresponding Eigen values of less 
than one. This is the rule of thumb when conducting 
Principal Component Analysis (PCA) using a 
correlation matrix. Because PCA uses the earlier 
communalities of one, it tends to inflate factor 
loadings, which makes identification of patterns 
relatively easier. In factor analysis sum of squares of 

factor loadings (eigenvalue) shows the relative 
importance of each factor in explaining the total 
variance. Three factors were suggested by the 
criterion of Eigen values. According to Table 3 
eigenvalues for factor 1 through 4 are 3.844, 2.401, 
1.791 and 1.685, respectively. The true factors that 
were retained explained 48.59% of the total variance. 
The percentage of trace (variance explained by each 
of the three factors) is also shown in Table 4. 
 The varimax rotated factor analysis is shown in 
Tables 5-8. In determining factors, factor loadings 
greater than 0.50 were considered for be significant. 
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The results of this research showed that four factors 
explained 48.59% of total variance of components 
that impact of rural entrepreneurship. These factors 
include the physiological characteristic, individual 
characteristic, infrastructural and participatory 
factors. The first factor, i.e., physiological 
characteristic factor explained 18% of the total 

variance and 6 variables were loaded significantly. 
These variables are presented in Table 4. A relevant 
name for this on loading’s pattern is the 
“physiological characteristic factor”. Eigenvalue of 
this factor is 3.844, which is placed at the first 
priority in rural entrepreneurship. 

 
Table 4: Number of extracted factors, eigenvalues and variance explained by each factor. 

Factors Eigenvalue % of variance Cumulative % of variance1 
1 3.844 18.492 18.492 
2 2.401 13.544 32.08 
3 1.791 8.530 40.568 
4 1.685 8.024 48.592 

 
Table 5: Variables loaded in the first factor using Varimax rotated factor analysis. 

Name of factor Variables loaded in the factor Factor loadings 
physiological characteristic 

factor 
Perseverance 

Desire for prosperity 
Innovation 
Risk taking 

Uncertainty tolerance 
Internal control 

0.858 
0.618 
0.534 
0.516 
0.509 
0.355 

 
 In this factor, six variables were loaded 
significantly. These variables include: perseverance, 
desire for prosperity, innovation, risk taking, 
uncertainty tolerance and internal control. 
 The second factor associated mostly with the 
variables about individual characteristic factor. So, 
this factor can be named as the “individual 
characteristic factor”. The eigenvalue for this factor 

is 2.401 which explained 13.5% of the total variance 
(see in Table 6). The individual characteristic factor 
with 13% is the important impact in rural 
entrepreneurship. In this factor, five variables were 
loaded significantly. These variables include: gender, 
work experience, age, level of education and role 
pattern. 

 
Table 6: Variables loaded in the second factor using Varimax rotated factor analysis. 

Name of factor Variables loaded in the factor Factor loadings 
Individual 

characteristic factor 
Gender 

Work experience 
Age 

Level of education 
Role pattern 

0.688 
0.673 
0.600 
0.494 
0.387 

 
 The name assigned to the third factor is the 
“infrastructure factor”. This factor with an 
eigenvalue of 1.791 explains 8.5% of the total 
variance (see in Table 7). The infrastructure factor 
with 8.5% is the important impact in rural 

entrepreneurship. In this factor, three variables were 
loaded significantly. These variables include: 
investing in opportunity, accesses to feasibility and 
marketing. 

 
Table 7: Variables loaded in the third factor using Varimax rotated factor analysis. 

Name of factor Variables loaded in the factor Factor loadings 
Infrastructure factor Investing in opportunity 

Accesses to feasibility 
Marketing 

0.582 
0.503 
0.416 

 
 The name assigned to the final factor is the 
“participatory factor”. This factor with an eigenvalue 
of 1.685 explains 8% of the total variance (see in 
Table 8). The participatory factor with 8% is the 
important impact in rural entrepreneurship. In this 

factor, six variables were loaded significantly. These 
variables include: trust, technical skills, participation, 
social interaction, social Correlation and team 
working. 

 
Table 8: Variables loaded in the third factor using Varimax rotated factor analysis. 

Name of factor Variables loaded in the factor Factor loadings 
Participatory factor Trust 

Technical skills 
Participation 

Social Interaction 
Social Correlation 

Team working 

0.621 
0.608 
0.595 
0.519 
0.488 
0.479 
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Conclusion: 
 
  The acceptance of entrepreneurship as a central 
development force by itself will not lead to rural 
development and the advancement of rural 
enterprises. What is needed in addition is an 
environment enabling entrepreneurship in rural areas. 
Entrepreneurial orientation in rural areas is based on 
stimulating local entrepreneurial talent and 
subsequent growth of indigenous companies. This in 
turn would create jobs and add economic value to a 
region, and at the same time it will keep scarce 
resources within the community. Considering the 
findings of the study that showed about 42 percent of 
rural entrepreneurs being within the age 20-30, it can 
be deduced that the rural entrepreneurs are from the 
younger class of the society. The capacity of the 
youth for entrepreneurship in rural communities is 
judged as appropriate. The other findings indicated 
that more than 55 percent of the rural entrepreneurs 
didn’t have academic education. It can be deduced 

that most of our entrepreneurs lack academic 
education and that the academies education didn’t 
possess the necessary ability to train entrepreneurs. 
The structural weakness in the units of each course 
and the general instructions of the academy indicate 
a low statistical percentage for the academic 
entrepreneurs. The findings also show that there is no 
significant relation between the age variable of the 
entrepreneurs and their entrepreneurship capabilities. 
This is consistent with Jajermy’s work (2009) on the 
entrepreneur headmen in the rural areas, indicating 
that young generation has an entrepreneur spirit and 
according to the field studies, there is no meaningful 
relation between the job resume and entrepreneurship 
 The result of factor analysis showed that the 
determinants of entrepreneurship development in 
rural areas were factors such as: physiological 
characteristic, individual characteristic, 
infrastructural and participatory factors. The 
percentage of trace (variance explained by each of 
the three factors) is also shown in Figure.2. 

 

 
 
Fig. 2: Factors influencing the development of rural entrepreneurship. 
 
 It is concluded that physiological characteristic 
factors help to enhance the villagers` empowerment 
to create business. In this factor were classified the 
variables were expressed in entrepreneurial 
characteristics such as: perseverance, desire for 
prosperity, innovation, risk taking, uncertainty 
tolerance and internal control. This result confirm the 
other investigation reveals that experimenting with 
new ideas, enjoying change, facing uncertainty in 
order to try new ideas, finding problems to solve, 
working on a problem which causes great difficulty 
for others and valuing unconventional behavior are 
some of the important entrepreneurial characteristics. 
Also the result of factor analysis showed that the 
individual characteristic factor help to enhance the 
villagers` empowerment to create business. In this 
factor were classified the variables were expressed in 
entrepreneurial characteristics such as: gender, work 
experience, age, level of education and role pattern. 
It seems individual characteristics of entrepreneurs 
especially, their age and work experience have an 
important role in the development of 
entrepreneurship in rural areas. This result confirmed 
by other results of research [16]. 

 The result of research showed that the 
infrastructure factor was an effective factor to 
develop the rural entrepreneurship. In this factor 
were classified the variables were expressed such as: 
investing in opportunity, accesses to feasibility and 
marketing. It seems identification of the investment 
opportunities by entrepreneurs, optimal access to 
facilities and skills in marketing and the use of this 
process can have an important role in the 
development of rural entrepreneurship.  
 Also the result of factor analysis showed that the 
participatory factor help to enhance the villagers` 
empowerment to create business. In this factor were 
classified the variables were expressed such as: trust, 
technical skills, participation, social interaction, 
social Correlation and team working. This variable 
can be considered as elements of social capital 
components. In other words, social capital in the 
community can be helping the entrepreneurship 
development. In rural communities the variables such 
as: trust, technical skills, participation, social 
interaction, social Correlation and team working are 
very important to encourage the entrepreneurship 
process. In simple terms, the higher level of social 
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capital in rural entrepreneurs could be developed the 
entrepreneurship in rural communities. 
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