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ABSTRACT

Characteristics and Growth Factors of Start-ups in Rural
Areas

Background and Purpose

O Recently, start-up policies have emphasized the establishment of a
start-up ecosystem in common. The start-up ecosystem is defined as a
system in which start-up management, institutions supporting
start-ups, and investors are organically connected to each other and
continuously vitalize start-ups. The start-up ecosystem includes
various environment and principal elements in the region where
start-ups appear, such as research and development, finance, human
resources and entrepreneurship, and affects the survival and growth of
start-up firms. It is necessary to evaluate policies or projects
supporting rural start-ups and draw up improvement tasks from the

perspective of establishing an ecosystem for start-ups.

O The study aims to investigate the post-starting growth process and
analyze the factors affecting the survival and performance of the
start-ups in rural areas. We propose strategies and policy improvement
tasks to promote rural start-ups based on the growth path and

performance by firm type.

vii



Research Methodology

O We conducted statistical data analysis, quantitative analysis, literature
reviews, questionnaire surveys, and in-depth interviews. The overall
changes in rural start-ups were examined through raw data from the
census of businesses. The current status, survival or closure, and
growth characteristics of the business entities started in rural areas
were identified by utilizing the corporate database held by Korea
Enterprise Data Co., Ltd. Survival and growth factor analysis methods
were applied to derive the factors based on corporate DB data. We
surveyed 200 firms to identify the characteristics of production
activities and the demand for policies. We conducted in-depth
interviews with major companies to recognize the characteristics of
the growth path of rural start-ups. We interviewed persons in charge of
major start-up support agencies and experts related to rural industries

to derive policy directions and tasks.

Key Findings

O The survival rate of start-ups in rural areas is higher than that in cities.
The founders' experience and capabilities, the innovation capacity, and
management size affect the survival and growth of rural start-ups.
There is also firms’ closing rate increase within three years after the
starting point, which is called “the Valley of Death,” while the firms

move from the establishment stage to the growth stage.

O According to the characteristics of rural start-ups, the proportion of

viii



established firms in rural areas is high due to low rent and personal
preference. It is confirmed that trading relations, business support
services, and innovation networks concentrate in the region after
establishment. This means that it is possible to expect the effect of
revitalizing the rural economy through the increase in rural start-up
activities. However, founders point out the poor environment for
start-ups in rural areas as a problem in supporting finance, public
sector capacity, and accessibility to the market. In interviews with
rural start-up support agencies and experts, it is also confirmed that the

rural environment for start-ups is insufficient.

Policy Suggestions

O The following are the directions for improving policies to support
start-ups in rural areas taking into account survival and growth factors,
characteristics of production activities, policy demands, and recent
trends in other sectors' start-up policies. First, it is necessary to
discover competent start-ups and strengthen support for promising
start-ups. Second, customized support is needed for each stage of
growth after initial starting. Third, players in the private sector with
capacity and expertise should be nurtured and incorporate into rural
start-up policy. Fourth, it is necessary to recognize the poor
environment for start-ups in rural areas and support connection with
resources outside the region. Finally, the policy implementation
system in the region where actual rural start-up policies are promoted

should be overhauled.

ix



O Following the policy improvement direction, we propose policy tasks
about innovation system, start-up financing, market and value chain,
entrepreneurship and human resources development, infrastructure,
and public support agencies, which constitute the rural start-up

ecosystem.

Researchers: Chung Dochai, Kim Yonglyoul, Seo Hyeongju, Kim Jeongseung, Chung Yuri
Research period: 2020. 1. ~ 2020. 10.
E-mail address: dcchung@krei.re.kr
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(H 3-13) M= 201 2M Ha 7| X EA
e b T = Mit £ R
0I5 0.701 0.458 1 0
log(DHZ24) 14.392 2.129 22.696 | 3.807
log(TE2I ) 1.928 1.533 9.917 0
2iftlE 886.014 | 30,450.68 | 4,738,894 0
CHEXH SZH SAL 7|2t 78.877 92.075 732 12
CHEEX} LIO| 51.036 10.369 106 22
Al Hg 0.045 0.208 1 0
AN EXH 40,793.95 | 5305347 | 1.16x10° 0
e = 587.578 | 47,091.93 | 6,454,029 0
£, 514 Y YIS X2, E2 KHMS(E) 0.002 0.040 1 0
S0H 2 AI(G) 0.346 0.476 1 0
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HEEMAHJ) 0.025 0.155 1 0
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20114 0.104 0.305 1 0
2012 0.111 0.314 1 0
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20144 0.116 0.320 1 0
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20164 0.111 0.315 1 0
20174 0.105 0.307 1 0
20184 0.092 0.289 1 0
20194 0.034 0.182 1 0
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(E 3-14) MZ 201 24 23}

Eig =Y FH| p &
log(DHE2Y) 0.875 0.000
7| Mt ~
ExiulE 1.000 0.165
3 CHEER} SEAH AL 7|2t 0.998 0.000
UK £
CHEERE LIO| 1.003 0.416
_ Sl 4 0.635 0.001
A 2
AR EXHH| 1.000 0.522
HE XA 25t HRZ 1.000 0.665
S, of4 U 7|12 X2, 22 M) 0.467 0.448
=0f 2 ATH(G) 0.712 0.000
Uy =5 2 SAIER() 0.609 0.108
HEEMNAWJ) 0.599 0.073
M2, atst 4l 7|z AHIA (M) 0.604 0.002
Oz, AXx 2 071 A MHIAR(R) 0.851 0.616
2011 1.065 0.625
20124 0.867 0.289
2013 0.929 0.594
2014 1.067 0.649
AANZEH o 2015 0.972 0.866
2016 0.920 0.697
20174 0.413 0.026
2018 0.506 0.348
2019 0.000 1.000
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v &, HEA} 3
JAZ, 79T AF40 o 7, A7 TR, Hig, A 720 9= 1
Sl 7Pk ool W& 7442 o ek Ert.

y=XB+e

B Iz BE Hit |z Bt
IHE HE 0.56 0.85 4.99 -0.99
SifHE 3,697.25 | 74,892.88 | 4,738,894 0
CHEX SEA SAL 7|12t 119.61 112.78 Al 12
CHEA LHO| 52.76 9.51 85 24
S 0.19 0.39 1 0
SN X 269,322.6 | 14,900,000 | 1.16x10° 0
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TR, Wt A 7S MHIAI(M) 0.07 0.26 1 0
AMYAIE 2], MY XIE S Y MEIAN) 0.05 0.22 1 0
2 W AMEEX| MHIA(Q) 0.002 0.05 1 0
O, AR 31 047} 23 MHIAR(R) 0.02 0.13 1 0
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4 7]& A A M) A QI3 T2 B E ARQo] AR AR JFEO| F2 Ao
2 3= 59 Trf © Am4(G), dll&, A= o7} I A B[ AY(R)S
FAAHOE Fou|otA AxJET AFE 1 F2 A0 2 Yeyth &, 15t
4 7|& AH|AGM)2 AZJE T v & JA4E0] w2 A0E FHE o,
EAH o FolushA] ke Ao Vbt
3-20) 4% Q01 2M Znt
B FHR| TZ WX} p &
7| Mot o 3 8 -9
CHEXH SS YA SAE 7|2t 0.0001 | 2.33x10° | 0.00
AL EY CHERE SEA SAL 7|2t MiZ -5.27x107 | 4.08x10° | 0.00
CHEERF L4O] -0.007 0.0001 0.00
. Sl S 0.628 0.002 | 0.00
SiAl
AT EX| -5.16x107° | 540x10™ | 0.00
M X 25t HxZ -3.39x10% | 7.79x10° | 0.00
S, ol Y H7 |2 X2, 22 HAEY(E) -0.204 0.155 | 0.00
0f 2 ADHG) -0.118 0.002 | 0.00
=51Q] 2 SAIKOK() -0.181 0.009 | 0.00
HEEMAW) -0.007 0.007 | 030
et £ -
MZ, 0fstal 7| HHIA%*(I\/I) 0.005 0.004 | 0.18
AHAIA B, A K[ 2 QITH AHJAR(N) -0.010 0.005 0.07
BHY U A= X] AHIAR(Q) -0.172 0.027 | 052
Oz, Ax U Of7t 2 MHIAY(R) -0.107 0.010 0.00
e 0.948 0.007 | 0.00
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