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INTRODUCTION
Background

Entrepreneurs and small businesses are key drivers of North Carolina’s economy, accounting for 99.6% of all businesses
in the state and 44.5% of North Carolina employees.! Many of those businesses are not in urban centers but rural
communities. In fact, 77,385, or 45%, of employer small businesses in North Carolina are based in a rural county. Yet,
there are financial, social, and physical barriers to success for rural entrepreneurs that their urban counterparts do

not face. Expanded access to funding, support services, and networks are essential to the facilitation of growth and
success for rural entrepreneurs. The significant, unique, and impactful presence of rural entrepreneurs in the broader
state economy makes a compelling case for greater investment in their development and longevity.

In the spring of 2024, NC IDEA Foundation began to more deeply explore potential avenues for better supporting
the needs of rural entrepreneurs across the state. Ever-expanding access to broadband and the steadily increasing
population size in rural North Carolina are a few of the key indicators that now could be an opportune time to invest
in rural entrepreneurs. Furthermore, since the inception of the North Carolina Black Entrepreneurship Council (NC
BEC), NC IDEA ECOSYSTEM partners? have been expressing interest in a similar model or collaborative tailored to
rural entrepreneurs.

Seeing the wide gap? in rural entrepreneurship and the success of the NC BEC, NC IDEA was inspired to conduct
listening sessions with rural entrepreneurs and stakeholders to better understand the challenges, opportunities, and
barriers that entrepreneurs face in rural areas. NC IDEA partnered with MDC Rural Prosperity and Investment to
facilitate the listening sessions, as they are a trusted voice in rural communities across North Carolina.

The North Carolina Black Entrepreneurship Council

In the fall of 2020, NC IDEA formed the North Carolina Black Entrepreneurship Council (NC BEC) to economically
empower Black founders and address the challenges of Black entrepreneurs in North Carolina. The NC BEC follows
aleadership-driven model that targets investments which engage and empower communities through direct
partnership, leadership, and capacity-building opportunities. The NC BEC has produced many success stories and
continues to positively impact the Black business community in North Carolina. Following the Council’s multi-year
success, small business stakeholders inquired with NC IDEA leadership about supporting an initiative that focuses on
rural entrepreneurship.

NC IDEA Foundation is an independent private, 501c (3) foundation whose vision is to help North Carolinians
achieve their entrepreneurial ambition to start and grow high-potential companies. They foster equitable economic
development with competitive grants and programs for entrepreneurs and funding to strengthen the North Carolina
entrepreneurial ecosystem. Since 2006, NC IDEA has served more than 600 companies and hundreds of communities
and partners with more than $21 million in grant funding and tens of thousands of support programming hours.

MDC catalyzes and accelerates economic mobility across thirteen Southern states by activating changemakers,
strengthening capacity, framing key issues, and cultivating networks — centering equity through it all. Rural Prosperity
and Investment is an issue area of MDC which amplifies the voice, capacity, and power of rural communities in the
South by strengthening and networking their efforts toward equitable systems and policy change using various tools
such as facilitation, strategic planning, coaching, connecting, training, evaluation, research, and policy support.

1Source: Person. (2023). Publications. NC SBTDC.
2ECOSYSTEM partners are representatives of organizations that execute creative programs to support entrepreneurs.

*The rural entrepreneurship gap is wide: 45% employer small businesses in North Carolina are located in a rural county compared with the deep gap in Black entrepreneurship which comprises 4% of
employer small business.

@) BACK TO TABLE OF CONTENTS 3


https://sbtdc.org/resources/nc-business-statistics/

Strengthening North Carolina’s Rural Entrepreneurship Future: Rural Entreprencur & Ecosystem Partner Perspectives

A note on defining Rural North Carolina

NC IDEA and MDC recognize an important step at the outset of a rural entrepreneurship initiative will be locking

in a clear definition of rural North Carolina. The North Carolina Rural Center defines 78 entire counties as rural.
Each of those counties has “an average population density of 250 people per square mile or less.” (Rural Center,
2020) This working definition, which includes most of the state, has allowed the MDC and NC IDEA teams to connect
with entrepreneurs and stakeholders in the ‘most rural’ counties across the state. However, it is important to note
that the Census definition of rural that supports the Rural Center’s definition is not the only way to determine what
counts as rural.

The Census classifies ‘rural’ counties as low-population-density areas that fall both within and outside of
melropolitan areas. It also excludes higher population areas that fall within non-metro areas, like small towns within
more rural places.* The low-population-density areas that fall within metropolitan areas, and tend to be more
socially and economically connected, are a significant portion of the rural population per the Census. The result

is that the Census definition reflects a growing and thriving rural North Carolina that is not untrue, but also not
necessarily consistent under differing definitions of rural.

As mentioned previously, there are a few key indicators that led the NC IDEA team to think that now might be an ideal
time to invest directly and strategically in rural entrepreneurship. Some of those indicators include:

Recent Population According to a recent report by the NC Rural Center, North Carolina’s 78 rural

and Business Growth | counties saw a 2.7% population increase from 2020-2023, nearly the same amount
of growth accomplished over the last decade in just 3 years (2.9% from 2010-2020).°
North Carolina businesses have also seen significant expansion; the state has seen

a record 500,000 businesses started in just the last four years.® As the state sees
continuous growth in population and the business and entrepreneurial ecosystem,
timely investment and intervention could prevent inequities between rural and urban
communities.

Broadband Expansion | The 2020 COVID-19 pandemic drastically changed the way people, especially people
in rural communities, work and live. While it created unimaginable hardships for many
families and businesses across the state, the need for virtual interactions spurred
government prioritization of universal internet access. Many rural areas that previously
did not have reliable access to the internet saw the expansion of broadband in their
communities. There are still many gaps in services across rural North Carolina, but
broadband expansion does pose a significant and much needed opportunity as more
rural entrepreneurs have gained access to a remote platform. A simultaneous increase
in overall e-commerce, specifically the client-base and workforce available through
e-commerce, has been a result of broadband expansion.

AgTech Timeliness Many rural regions of North Carolina boast rich and expansive natural land and
resources. The recent and ongoing developments in agriculture and biotechnology,
which require the kind of land that rural areas possess, offer great potential for rural
entrepreneurs and economies.

“Source: Center on Rural Innovation (2023). The equity of economic opportunity in rural America
sSource: Bailey, D. (2024). Rural resurgence: Recent population growth in rural NC. NC Rural Center

sSource: NC Secretary of State
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EXPLORATORY LISTENING SESSIONS

The spring 2024 listening sessions hosted by MDC and NC IDEA brought ecosystem partners and rural entrepreneurs
into a discussion of entrepreneurial support and funding needs. The facilitation team, MDC Rural Prosperity &
Investment staff, sought to understand and document the unique challenges and opportunities that rural entrepreneurs
face. One of the ideas they explored in the listening sessions was an initiative modeled after the NC BEC that would
specifically support rural entrepreneurs. More pointedly, the sessions primarily focused on needs, gaps and the
supports that would be most effective in addressing them.

1. Gather input and insights from stakeholders and potential funders centered around rural entrepreneurship.

2. ldentify an effective and equitable means of investing in and supporting rural entrepreneurs, including exploring
an NC IDEA-supported Rural Entrepreneurship initiative.

The findings from the sessions covered two overarching topics: 1) Participants shared some of the most common and
salient challenges that rural entrepreneurs face and; 2) What supports or opportunities could help them overcome
those challenges. Each of those challenges fell into one of four major capital categories: financial, social, intellectual,
and built capital:

Financial Capital Often, rural entrepreneurs face many financial barriers, such as accessing capital and
markets, as both are often centralized in urban spaces. Direct investment in rural
entrepreneurs is necessary for small businesses to grow and operate efficiently.

Social Capital There is not an ecosystem of entrepreneurial support and development primarily
focused on rural communities, leading to many rural entrepreneurs feeling
disconnected and isolated. Many rural entrepreneurs don't self-identify with the
term entrepreneur, especially when defined narrowly. This correlates with a lack of
mentorship and peer networking opportunities for rural entrepreneurs to utilize,
identify, and grow a support system close to home.

Intellectual Capital A gap in access and connection to knowledge about support services and
entrepreneurial pathways is evident in rural communities. This gap is seen through a
lack of awareness of existing resources and the physical/geographic distance to access
the resources and markets where they do exist.

Built Capital Physical and digital infrastructure is crucial for businesses to operate successfully. In
rural communities, there is often a small client base, barriers to supply chain access,
and a lack of pre-existing commercial real estate. Digital infrastructure gaps appear
through a lack of consistent and reliable broadband access and a steep technological
learning curve for entrepreneurs in rural areas.

@) BACK TO TABLE OF CONTENTS
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METHODS

In total, MDC and NC IDEA hosted three stakeholder engagement sessions with ecosystem partners and funders, and
two focus groups with entrepreneurs based in rural communities.

For both the stakeholder engagement sessions and focus groups, NC IDEA led the recruitment of participants
through their pre-existing networks, and MDC provided supplementary contacts as needed. NC IDEA first identified
entrepreneurial ecosystem organizations through their internal network, including their formal ECOSYSTEM Partner
network and grant recipients. In the outreach process, the NC IDEA and MDC teams worked to ensure that session
participants represented the geographic diversity of rural communities, in addition to diversity across race/ethnicity,
gender, age, sector/industry, business type, and business maturity/development level.

Participants

Total Participants | 52

Stakeholder 40
Engagement Sessions
HUBs, or historically underutilized businesses, are majority owned
and managed by an entrepreneur of color, female, socially and Rural Entrepreneur
economically disadvantaged person, or disabled owner.” Focus Groups 12

LOCATION OF PARTICIPANTS

Figure 1: Location of participants: Number displayed reflects the number of participants from that county.

The participants in both the stakeholder engagement sessions and the focus groups represented eastern, central,
and western North Carolina. All the focus group entrepreneurs were based in 1 of the 78 rural counties, while many
stakeholder engagement sessions included participants who serve rural communities but are based in urban areas.

’Source: Kirksey, M. (2021). Regional entrepreneur focus group report. NC Rural Center
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BUSINESS AND SUPPORT ORGANIZATION REPRESENTATION

Entrepreneur Business Sectors Stakeholder Organization Type

Sector | # of Participants

. Community Support Organization: 14

Agriculture | 2
g . Statewide Support Organization: 9

B coris

. Higher Education: 5

Aglech | 2

Business to Business Services | 3

Other: 4

Consumer Products | 1 )
Funding Partner: 3

Consumer Services | 3

Figure 2: Stakeholder Organization 1ype depicts the count of stakeholder
session participants from each type of organization in the entreprencurial
ecosystem. Entrepreneur Business Sectors shows the business sectors of the focus
group participants.

MedTech | 1

PARTICIPANT DEMOGRAPHICS

Entrepreneurs and ecosystem partners that participated in the sessions represented diverse identities. Out of the total
52 participants, 36 of the participants were women, and 21 of the participants were Black or African American, both of
which are historically underutilized business owner demographics.

Race & Ethnicity of Participants Gender of Participants

Unknown [l 3
Asian B 1

Native American I 1

Hispanicor Latino [l 2

White I 24

Black or African Americans [ 21
0 5 10 15 20 25 30

Figure 3: Race, ethnicity, and gender of participants in both the stakeholder sessions and focus groups
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PROCESS

All stakeholder engagement sessions and focus groups took place virtually on Zoom between March and May of 2024.

Three stakeholder engagement sessions were held with an intentional mix of NC IDEA ECOSYSTEM partners.® The
sessions had 10, 18, and 12 participants respectively, adding up to 40 ECOSYSTEM partners. During the 90-minute
sessions, NC IDEA held introductions, but exited the call when the facilitators broke the groups into breakout rooms
for deeper discussions. Within breakout rooms, participants were guided through a series of 5-10 questions in an open
forum setting. MDC staff facilitated, scribed, documented, and recorded the sessions to ensure all of the information
shared was captured and key learnings were reflected to the group in real time.

The two focus group sessions followed a similar pattern to that of the stakeholder engagement sessions. The first
session had 2 participants, whereas the second had 10 attendees. MDC facilitated 60-minute open forum discussions
with participants guided by 5-10 questions. Each session was recorded and documented in real time, with reflections
provided back to the group.

Participants of the listening sessions were asked questions focused on the following three categories to best capture
the needs of rural entrepreneurs and how the formation of a Rural Entrepreneurship initiative could be collaborative
and mutually beneficial:

- Challenges and trends in the rural entrepreneurship landscape
- Existing support systems and gaps in the ecosystem
- Exploring the possibility of a Rural Entrepreneurship initiative

FINDINGS
Rural Assets & Opportunities

“Our culture in rural communities lends itself well to entrepreneurship. We understand
how to make things work. If something breaks, we figure out how to fix it. Our
opportunity is to leverage our unique culture.”

- David Mayo, Instructor at the ECU Miller School of Entrepreneurship, Greenville, NC

SECOSYSTEM partners are representatives of organizations that execute creative programs to support entrepreneurs.

@ BACK TO TABLE OF CONTENTS 8



North Carolina’s rural communities are rich in a culture of ingenuity and resilience. Rural entrepreneurs face many

challenges in the development and sustainment of small businesses, yet there are also unique opportunities in rural

areas of the state. As the rural regions of North Carolina have continued to grow, it has become apparent that there are
some key economic and social advantages for small businesses and entrepreneurship in rural NC.

Economic Advantage In the sessions, participants frequently mentioned that rural areas have lower
operating costs in comparison with their urban counterparts. Affordable real estate
and a lower cost of living decrease startup costs, reducing a major financial barrier to
starting a small business.

Trustworthy Rural communities have a natural affinity for strong, loyal, and trustworthy

Partnerships partnerships. Local social networks pose an opportunity for entrepreneurs with

pre-established connections within their community. Simultaneously, rural
communities often have a deep-seated distrust of outsiders, which can make it
difficult to form connections and access resources from outside entities. Focus group
participants highlighted the prevalence of word-of-mouth connections and marketing
for rural entrepreneurs.

Rural Landscape

The vast space, quantity, and quality of the land in rural areas poses great
opportunities for specific entrepreneurial sectors like agricultural/industrial biotech,
renewable energy, and biomanufacturing.

Robust Ecosystem

Both North Carolina’s commitment to having 58 community colleges and their network
of Small Business Centers (SBCs) facilitates greater interconnectivity within, and access
to, higher education and resources for entrepreneurs in rural communities. SBCs and
community colleges in general can serve as a major asset to nascent entrepreneurs by
offering certifications, resources, and mentorship. Additionally, participants named the
regional Small Business Technology Development Center (SBTDC) network across the
state as a huge value add to support the growing number of entrepreneurs launching
and growing businesses.

Retiree Market

Rural areas in North Carolina have a high prevalence of retirees who have migrated
into the area as older adults. They serve as a solid client-base for many of the

small consumer-serving businesses in rural communities. Additionally, retirees are
re-entering the workforce as new small business owners in hopes of continuing to
contribute to the local economies by bridging their skill sets and entrepreneurial
mindset with opportunities in rural areas.

Challenges & Needs of Rural Entrepreneurs &
Ecosystem Partners

Accessible and diverse sources of financial capital are essential to the success of small businesses. Providing access

to capital is one of the “most impactful ways to strengthen access to entrepreneurship.” In rural North Carolina,
entrepreneurs frequently have more limited access to funding sources than entrepreneurs based in urban areas.

?Source: Kauffman Foundation. (2022). America’s New Business Plan

@) BACK TO TABLE OF CONTENTS
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According to the Center on Rural Innovation, in 2018, businesses headquartered in rural America, home to 14% of
the population, received only 0.6% of venture capital dollars. The COVID-19 pandemic appears to have shifted these
dynamics and data suggests that access to venture capital is expanding in rural areas, but only slightly. U.S. companies
received $153 billion in venture capital funding in 2018 and $233.2 billion in 2022 — an increase that more than
doubled their share of venture capital funding, from 0.6% of total funding in 2018 to 1.7% in 2022 (SEC Form D).%°

“There is a need for funding that is not torturous to access for individuals who are
beginning with just an idea and initial thoughts. There are many individuals moving to
the area to invest in themselves; we need to provide them with opportunities and options
to start a new business.”

- Huade Tan, the Co-Founder and Co-CEO of Plantd, Oxford, NC

Some of the barriers to financial capital for small businesses in rural areas include the availability of microloans and
microgrants, a readily accessible market, and financial literacy.

Both ECOSYSTEM partners who support rural entrepreneurs and rural entrepreneurs themselves named the
importance of smaller funding opportunities. Participants expressed the irreplaceable value of small loans under
$25,000 and grant funding options. Unfortunately, the demand for smaller loans, grants, and other sources of funding
often far exceeds supply and availability. Fluctuations or inconsistencies in these opportunities also pose a challenge
and stressor for rural entrepreneurs and those supporting them.

Due to the smaller populations and challenges with tapping into export systems, rural areas often lack access to
markets and the client base needed to support their business. During a focus group session, one of the participants
expressed the frustration of simply accessing a customer base from her location due to its rural, mountainous,
remote nature.

Rural entrepreneurs in the focus groups emphasized a need for support in better understanding the financial processes
required for starting a business and communicating with lenders and investors. Some of the potentially useful
methods raised included financial coaching, mentorship networks, and financial literacy courses incorporated into
public school curricula.

When attempting to grow a business, it is crucial for entrepreneurs to be connected to diverse teams, thought
partners, and resources to provide decision-making support and increase innovation. Strategically positioning oneself
with other individuals can be a value offering to one’s customers and oneself as an entrepreneur.

Although there are higher rates of small business ownership, rural entrepreneurs have a difficult time connecting with
an entrepreneurial community, creating peer networks, finding mentorship, networking, and self-identifying as an
entrepreneur due to being distant from urban spaces and like-minded individuals. Data from the Bureau of Economic
Analysis shows that rates of small business ownership are 56% higher in very rural communities in contrast to their
large metro counterparts.t* In many cases, entrepreneurial ecosystems are not as robust in rural communities as they
are in urban areas. As focus group participants noted, without adequate support, it can be difficult for rural residents to
recognize, accept, or adopt the mindset of an entrepreneur.

19Source: Center on Rural Innovation (2023). The equity of economic opportunity in rural America

Source: Frazee, G. (2024). U.S. economy grew 3.2 percent in Q1. Could that alleviate recession worries? PBS NewsHour
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There is a need in rural communities for entrepreneur affinity groups and incubator spaces to allow rural entrepreneurs an
opportunity to network and connect with entrepreneurially focused individuals within their own community.

a. Focus group participants named a desire to connect with other entrepreneurs with important shared identities,
like being a Black or Indigenous person of color or being a mother.

“What it would be like to have spaces dedicated to mother entrepreneurs, Indigenous
entrepreneurs, African American entrepreneurs, LGBTQ BIPOC entrepreneurs. As
someone who is seeking community always, that is something that [she] would be really
energized to see more of.”

- Courtney Richardson, Founder of Journey Beyond Consulting in Halifax, NC

Spaces for peer learning and mentorship for entrepreneurs who may be tackling similar challenges in their journey
was of high interest to rural entrepreneurs who participated in the sessions.

b. Ina 2017 Small Business Majority survey of small business owners, “29 percent stated that lack of access to
childcare was a major reason for starting their own business due to the need for increased flexibility in their work
schedules. But an even larger portion of entrepreneurs - 36% say the lack of access to affordable, high-quality
childcare was a barrier to starting their business.”'? Supporting that data, rural entrepreneurs from the focus
groups expressed that there are growing needs for family-focused support that could make it more feasible for
them to engage in peer networking opportunities, namely, childcare.

“There are a lot of female-owned businesses starting, and I think it would be great to have
places where there’s also childcare that’s made available while they’re networking or
having their working session.”

- April Kelly, Founder & CEO of Sure! in Greenville, NC

Rural entrepreneurs and stakeholders in all sessions emphasized the need for support in navigating the complex
processes required in all stages of small business development. Additionally, they mentioned the need for mentorship
from individuals with shared identities and mentorship from individuals who are knowledgeable of rural communities
and the unique challenges and opportunities of entrepreneurship in those areas.

Many small business owners in rural areas are hesitant to claim the title of entrepreneur, or simply do not self-identify
with the word.

“Entrepreneurship is kind of a scary word for a lot of people. They do hair or childcare but
don’t necessarily look at it as being an entrepreneur. Those are the Bill Gates of the world.”

- Caroline Glackin, Professor of Entrepreneurship at FSU Broadwell College of Business & Economics, Fayetteville, NC

The niche jargon and terminology associated with entrepreneurship is not as commonly utilized in rural communities,
leading to disconnects in understanding or alignment with the broader entrepreneurial community.

12Small Business Majority Survey. (2017). Small businesses face barriers to affordable childcare, support expanded access.
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Due to historically exclusive decision-making, and a lasting power differential between rural and urban communities,
rural entrepreneurs often have a deep-seated distrust of outside support services. To operate in rural communities
efficiently and successfully, it is imperative that a trustworthy relationship be established first. Session participants
repeatedly voiced the breakdown of trust between entrepreneurs and support services as a barrier to accessing
services they may need at any given time.

Developing a small business requires resources across a wide range of subject matters and expertise to achieve
success. Rural entrepreneurs have a keen need for access to knowledgeable mentors and support services who can
act as an educational resource for a broad cross-section of topics. One of the key barriers that was named by rural
entrepreneurs was the disconnect of knowledge in existing resources and the ability to access them.

“Identifying contracted opportunities has been incredibly challenging. Furthermore,
some entrepreneurs identified a gap in access to information and connections to specific
forms of consulting and support. I have not found a place that captures that yet... a space
where I could navigate that would help me as a business owner.”

- Courtney Richardson, Founder of Journey Beyond Consulting in Halifax, NC

Entrepreneurs shared that after they receive initial technical support, there is not always a clear means of
implementation, or entrepreneurs require more long-term assistance to successfully apply the advice.

“Make sure that we consider meeting people exactly where they are.”

- Tierra Norwood, Chief Innovator and President of Ajon’s Professional Solutions, Rocky Mount, NC

ECOSYSTEM partners emphasized how vital it is to get resources to rural entrepreneurs and intentionally remove
common barriers to access. Currently, there is no central resource hub, or direct resource navigation available to most
rural communities, forcing rural entrepreneurs to travel to receive the resources, training, and support they need.
Sometimes, the distance acts as a complete deterrent, preventing entrepreneurs from ever seeking support.

As the availability of resources has expanded, the navigational tools and coordination of those resources have not kept
pace. Rural entrepreneurs expressed the growing need to have support services advance with the times, so that skills,
tools, and strategies match the ever-changing needs of developing business industries.

Many rural entrepreneurs need to travel to access resources, a market, and training, which poses a barrier. There is an
interest and desire for services and resources to be close to where rural entrepreneurs’ businesses are located. Many
tools and programs are now available remotely, but rural entrepreneurs still need local access points and support
services to help them leverage outside resources.

Many rural entrepreneurs do not understand the nuanced language and jargon used in entrepreneurship. Oftentimes in
urban areas, there is jargon in entrepreneurship that rural entrepreneurs do not utilize, as it does not translate well to
rural areas. Language must be adaptable to meet the needs of a diverse rural entrepreneur network.

@) BACK TO TABLE OF CONTENTS
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Entrepreneurs in rural areas often face challenges in identifying and recruiting employees with the skills necessary
to support their businesses. Young locals frequently move to urban areas for personal and professional development
as retiree populations simultaneously remain in or seek rural areas. The result is a diminished pool of workers with
the skills that entrepreneurs need to run their business. Specifically, a workforce with expertise in technology and
engineering was named as a need.

“Most of the talented intellectuals and individuals that are needed to pursue complex
problem-solving typically move to urban-centered areas, which diminishes rural
entrepreneurs’ capacity.”

- Brewer Logan, the Founder and CEO of Verenovo Energy, North Wilkesboro, NC

Entrepreneurs need easy and affordable access to physical and digital infrastructure to conduct their business
activities efficiently and effectively. Communication, utilities, transportation, commercial spaces, and additional
requirements are crucial to the proper functioning of a successful business. Although the rural landscape has the
potential to be an economic asset, there is often a lack of commercial real estate and a client base that is needed to
operate a larger business.

Limited digital infrastructure continues to pose challenges for rural entrepreneurs. There have been significant state
and federal funding streams directed towards broadband infrastructure and digital equity; however, the remaining

gaps in infrastructure, affordability, and accessibility continue to challenge some rural North Carolinians. “A 2013 study
found that rural counties in which at least 60% of the population used broadband internet had a faster rate of income
growth and a lower rate of unemployment growth than counties without broadband internet.”*® The lack of broadband
access in rural areas often deters entrepreneurs from starting and expanding a business. Some of the common
challenges included reduced online offerings, trouble navigating advanced technology, and the exclusion from the
emergence of remote work. Also, the proliferation of technology has posed a steep technological learning curve in rural
communities through advancing technology and terminology creating barriers for rural entrepreneurs.

Physical Infrastructure

Rural entrepreneurs sometimes struggle to attract the clientele and contractual opportunities from outside of their
immediate locality due to distance and dysconnectivity. Yet, the small client base offered by many rural communities
makes expansion beyond their immediate community necessary to support their business. When expanding to urban
markets, rural entrepreneurs identified traffic and distance from easily traversable roads as barriers to getting clients to
their physical business. This was particularly true for a focus group participant living and working in rural, mountainous
western North Carolina.

Supply chain issues are magnified due to the slower speed of delivery and access in rural communities. Distribution
channels are less dense and more widespread or sparse than in urban areas. Rural entrepreneurs named that access to
supply chains and export markets can be a major barrier to production, distribution, and expansion of their business
and products.

B3Source: Belson, A. N. (2020). Promoting rural entrepreneurship and rural economic development. Third Way
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While real estate may be less expensive, the availability of adequate, safe, and functional property for manufacturing
and commercial use is sometimes lacking in rural areas. Many of the older facilities do not meet the requirements for
modern manufacturing, forcing rural entrepreneurs to rebuild or search elsewhere, which can be financially unviable for
many small business owners.

Digital Infrastructure

Although steadily increasing because of the expansion during and following the COVID-19 pandemic, limited or
inconsistent broadband in rural communities has continued to be a barrier to accessing resources, connecting to
support services, and expanding business ventures. A U.S. Small Business Administration (SBA) resource statistic
indicates that “20.6% of rural small businesses do not have access to high-speed broadband, and 56% lack good access
to digital technology, which is critical for modern business operations and growth."*4

Some entrepreneurs and ecosystem partners also named that lack of access to broadband can create the fallacy that
rural communities are not interested in technology.

A historic lack of access to the digital landscape has left many rural entrepreneurs and their employees with
technological knowledge gaps that their more urban counterparts do not experience. The deficit in digital literacy for
both entrepreneurs and the workforce in rural communities can make it much harder for them to participate in markets
beyond their community and access much-needed resources.

RECOMMENDATIONS FOR ENGAGING
& SUPPORTING THE RURAL
ENTREPRENEURIAL ECOSYSTEM

NC IDEA is uniquely positioned to convene leaders with the goal of cultivating growth-oriented rural entrepreneurs.
Those entrepreneurs can significantly impact the economies and people of the rural communities in which they
operate. Given NC IDEA’s track record of non-dilutive funding for entrepreneurs and entrepreneurial ecosystems
across the state, they are well-poised to support rural entrepreneurs in new and additional ways moving forward. From
the listening sessions, it is apparent that there is support for NC IDEA and its partners to bring forth an effort focused
on the specific needs and opportunities of rural entrepreneurs.

At the end of the sessions, ECOSYSTEM partners and rural entrepreneurs were asked what a rural entrepreneur-
specific initiative should look like. Their responses addressed many of the financial, social, intellectual, and built capital
needs that they identified earlier in the sessions. By expanding access to capital, advocating for rural entrepreneurship,
coordinating a rural support ecosystem, and facilitating networking and mentorship opportunities, a rural initiative

Source: SCORE. (n.d.). Infographic: Rural entrepreneurship.
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could effectively start to fill those gaps. For a mutually beneficial collaboration between NC IDEA and rural
entrepreneurs, the following items were recommended by rural entrepreneurs and stakeholders for the potential role
that NC IDEA or a rural entrepreneurship initiative could play:

Oftentimes, funding opportunities can be difficult to access for rural entrepreneurs who are in the beginning stages

of their business formation due to financial barriers and stringent financial requirements. Like the NC BEC, an NC
IDEA-supported Rural Entrepreneurship initiative could have the ability to advise the investment of critical resources in
grantmaking to rural entrepreneurial support organizations, targeted funding to fill gaps faced by rural entrepreneurs,
and related projects that will advance rural entrepreneurship in North Carolina.

Rural entrepreneurs need a clear and focused voice elevated to target their needs and advocate for resources, support,
and capital for rural entrepreneurs. A Rural Entrepreneurship initiative could leverage local, state, and federal funding
to develop rural entrepreneurial-focused economic development strategies.

There is a critical need for resource mapping in rural areas to address the gap in knowledge of existing resources and
how to access them through the pooling of resources; developing and promoting a “No Wrong Door” approach that
allows entrepreneurs to gain support through a variety of resources along the continuum of business development.

Shared learning and understanding are important and necessary for rural entrepreneurs. Participants identified a
need for access to coaching and mentorship opportunities from individuals with similar backgrounds. An initiative
focused on rural entrepreneurs could support affinity groups that would allow them to network and gain support. It
is beneficial for rural entrepreneurs to hear success stories from fellow rural individuals who have embarked on the
entrepreneurship journey.

The listening sessions made it clear that investment in rural entrepreneurship is critical. Rural entrepreneurs have
historically faced disproportionate barriers in small business operations in comparison with their urban counterparts.
Meaningful, targeted, and tailored investments are required to facilitate equity in the entrepreneurial landscape.
Allowing equitable access to financial, social, intellectual, and built capital, could allow rural entrepreneurs to leverage
the unique opportunities provided by operating in rural areas. Furthermore, a combination of factors, including the
expanding access to broadband and population growth in North Carolina, indicate that now could be an optimal time
to invest.

Participants in the sessions voiced a definitive need for expanded access to capital, specific advocacy for rural
entrepreneurs, a coordinated rural support ecosystem, and increased opportunities for mentorship and networking. If
NC IDEA and its partners invest in a rural entrepreneurship initiative, this report outlines the current gaps and needs
in the landscape and makes strategic recommendations for engagement. Participants agreed: a Rural Entrepreneurship
initiative, supported by NC IDEA, could effectively fill some of the gaps in support and tap into the opportunities
identified in the listening sessions.

Will vou join us?

@) BACK TO TABLE OF CONTENTS 15



Strengthening North Carolina’s Rural Entrepreneurship Future: Rural Entreprencur & Ecosystem Partner Perspectives

APPENDIX

Examples of Entrepreneurship Models

One of the ways in which some states and regions have opted to meet the needs named during the sessions is
to develop entrepreneurship initiatives, councils, and collaboratives. Participants in the listening sessions and
entrepreneur support organizations have identified additional examples of entrepreneurship initiatives worth exploring:

A 501(c)(3) nonprofit funded by the Michigan Economic Development Corporation,
Ann Arbor Spark /1{c)3) nonprofit fu y the ichig Ic beveiop P
serving 657 local startup companies since 2001.

FUNDING APPROACH

« Awards: $10,000-$75,000 grants for startups, with a one-year cycle and
optional four-month extension.

« Up to $50,000 for startup services (accounting, marketing, legal, business
development).

« Awards $100,000-$250,000 in pre-seed and seed rounds for high-growth
Michigan-based tech startups (Dilutive).

PROGRAMMING
« Coaching and mentoring.

«  Startup bootcamp, intensive program for idea stage and early entrepreneurs.

, Launch Tennessee (LaunchTN) is a 501(c)(3) nonprofit organization serving as
Launch ‘lennessee ( ) (€)(3) nonp & g

Tennessee’s hub for startups and innovation through capital, connection,
and commercialization.

FUNDING APPROACH

- Fostering the support of local industry partners.

- Network of both urban and rural entrepreneurship hubs spanning across the
entire state.

PROGRAMMING
« Venture Capital fund (InvestTN) backed by $117 million from the state
of Tennessee.
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Network Kansas

Silicon Slopes

SMIF
(Southern Minnesola
Initiative Foundation)

@ BACK TO TABLE OF CONTENTS

Established by the Kansas Economic Growth Act of 2004 as a 501(c)(3) that
creates incentives within communities for entrepreneurship while also creating
opportunities for entrepreneurs throughout the state to exchange resources.

« Revolving loan fund.

«  E-communities program - incentivizes local leaders to make loans available to
new businesses by providing financing.

. Connections website - has nonprofit resources available to entrepreneurs in
the state.

« One Million Cups (1MC) - gives entrepreneurs an opportunity to present their
startups to other entrepreneurs.

Utah based 501(c)(3) nonprofit organization led by technology and business leaders
that promotes and advertises high tech real estate and technology ventures.

- Startup competitions and pitch events to showcase local talent and attract
investment.

«  Educational programs and workshops on topics such as business development,
marketing, and fundraising.

- Advocacy efforts to promote policies that support the tech industry and
startup ecosystem.

A 501(c)(3) private foundation organized to place emphasis on regional
development and philanthropic efforts that foster economic and community
vitality in 20 counties of southern Minnesota through a culture of collaboration
and partnership.

«  Grant funding to various business and education organizations ($10K-$50K).

- Seed and equity funding (Dilutive).

«  Technical assistance and mentoring with regional leadership.
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A 2022 initiative meant to invest in companies with over 10 people or
$1 million/year in revenues. Participants in the listening sessions praised their
investment strategies.

The Triangle
Tweener Fund

FUNDING APPROACH
«  Large number of smaller investments (10-20 per quarter at a $40K average).
. Targeted to companies that have greater outcomes and less closures.

« Focus on a specific geographic area (NC Research Triangle).
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