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Summary 

Rural economies are often characterized by structural deficits resulting from population loss, lack of investment, limited 

availability of human capital, and demographic ageing. Entrepreneurship has emerged as a powerful engine and catalyst for 

economic growth and development. In this study, data on rural entrepreneurship were collected through a structured 

questionnaire. A positive correlation was found between accounting management, human resources management, business 

planning, budget management and financial management, and the profitability of rural enterprises. However, the correlation 

is not strong, indicating the influence of other factors. The implementation of effective business management can contribute to 

improving profitability in rural enterprises. 
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Abstract 

Rural economies are often characterized by structural deficits resulting from population loss, lack of investment, limited availability 

of human capital and demographic aging. Entrepreneurship has emerged as a powerful engine and catalyst for economic growth 

and development. In this study, data on rural entrepreneurship were collected using a structured questionnaire. A positive 

correlation was found between accounting management, human resource management, business planning, budget management and 

financial management, and the profitability of rural ventures. However, the correlation is not strong, indicating the influence of 

other factors. The implementation of effective business management can contribute to improving profitability in rural enterprises.  

Introduction 

Entrepreneurship plays a crucial role in the progress of regions, as economic and social well-being 

relies heavily on entrepreneurial momentum. Although not all entrepreneurial initiatives achieve 

success, their activities can positively boost economies by introducing new competitors, products 

and services that put pressure on established companies to improve their performance. (Garcia & 
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Diaz, 2018). In today's global landscape, entrepreneurship has emerged as a powerful engine and 

catalyst for economic growth and development. (Audretsch & Link, 2019; Méndez-Picazo et al., 

2021). It is the art of creating something new, of innovating and of taking the risks associated with 

this innovation. This venture is not only limited to cities and metropolitan areas, but has also begun 

to flourish in rural areas, radically transforming local economies and improving living standards. 

Rural economies are often characterized by structural deficits resulting from population loss, lack 

of investment, limited availability of human capital, and demographic ageing. Much of the dialogue 

on rural economic development arises from the need to address these weaknesses, especially in 

terms of economic imbalances between non-metropolitan (rural) and metropolitan (urban) areas. 

This perceived divide between urban and rural economic assets often drives rural communities to 

seek resources and undertake (Sisto et al., 2022; Thaher & Jaaron, 2022). 

In the context of rural areas, entrepreneurship plays a crucial role in job creation, economic 

diversification and reducing rural-urban migration. (Zang et al., 2023). Through the exploitation of 

local resources and the creation of economic opportunities, rural enterprises can contribute 

significantly to the resilience of rural communities and economic sustainability. (Tang & Zhu, 2020; 

Zhang et al., 2022). 

Rural entrepreneurship is the process by which a person or a group of people creates and develops 

a business activity in a rural area (Galvão et al., 2020). This type of entrepreneurship focuses on the 

creation of companies that offer goods and services to rural communities, using local resources 

and promoting the economic development of the area. (Romero-Castro et al., 2023). Rural 

entrepreneurs often face unique challenges, such as lack of infrastructure, limited access to finance, 

and lack of business expertise. (Deller et al., 2019). However, rural entrepreneurship can be a 

powerful tool to foster job creation, improve the quality of life of rural communities and promote 

the economic and environmental sustainability of the area. (Dong et al., 2021). 

Rural entrepreneurship can be a key driver for the economic and social development of rural areas, 

but rural entrepreneurs often face unique challenges, such as lack of access to finance, scarcity of 

resources and lack of business expertise. (del Olmo-García et al., 2023). This is where the role of 

business administration becomes fundamental in the promotion of rural entrepreneurship. 

Latin America, a region marked by its rich geographical and cultural diversity, has also seen 

significant growth in rural entrepreneurship. Despite the inherent challenges and limitations, many 

rural entrepreneurs in Latin America have demonstrated an indomitable spirit and have managed 

to develop successful businesses that generate income, create jobs and improve living conditions 

in their communities. 

Business administration plays an essential role in the growth and profitability of these ventures. 

The principles and practices of business administration provide entrepreneurs with the tools and 

knowledge necessary to plan, organize, direct and control their businesses effectively. Through 

efficient resource management, strategic decision-making, and implementation of effective 
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marketing tactics, business administration can influence the sound development of rural 

entrepreneurship. (Barber III et al., n.d.). 

Business administration provides tools and strategies to help rural entrepreneurs overcome these 

obstacles, including business planning, organizing resources, directing and motivating the team, 

and monitoring company performance. (Pucheta-Martinez, 2015). In addition, business 

administration can also help rural entrepreneurs identify market opportunities and develop 

sustainable business models that use local resources efficiently. (Mang'ana et al., 2023). 

Therefore, business administration plays a key role in fostering rural entrepreneurship, providing 

rural entrepreneurs with the tools and strategies necessary to create and develop a successful 

business activity in a rural area. (Mojica, 2022). Ultimately, this can have a significant impact on the 

economic and social development of rural areas, promoting job creation, improving the quality of 

life of rural communities and promoting the economic and environmental sustainability of the area. 

(Soleymani et al., 2021). 

However, in many cases, these principles of business administration are not effectively applied in 

rural enterprises. There are several factors involved in the non-inclusion of management in 

entrepreneurship, ranging from lack of education and training in business administration, lack of 

access to financing, to cultural and social barriers. (Gebrekidan et al., 2023). These factors can 

impede the growth and profitability of rural enterprises and limit their ability to contribute 

effectively to economic and social development. (Rosado-Cubero et al., 2023). 

In the case of the present study. Rural entrepreneurship is a key tool for the economic and social 

development of rural areas, however, rural entrepreneurs in Pangua, Cotopaxi face numerous 

challenges that hinder their business success. Some of these challenges include lack of access to 

finance, scarcity of resources and lack of business skills. 

rural entrepreneurs in Pangua, Cotopaxi, often operate in a highly competitive and dynamic market 

environment, making it difficult for them to establish and maintain their market presence. They 

can also be affected by a lack of adequate infrastructure, such as limited access to basic services 

such as electricity, water and transport. 

The objective of this case study is to analyze how business administration can help overcome these 

obstacles and improve the conditions for business success and profitability in the rural areas of 

Pangua, Cotopaxi. The study will specifically examine the business management strategies 

implemented in the area and their impact on fostering rural entrepreneurship and local economic 

development. 

Methodology 

The study followed a quantitative methodological approach, taking as a study population a group 

of 100 rural enterprises in the rural areas of Pangua, Cotopaxi in Ecuador. For the collection of 

information, a closed questionnaire structured in two sections was applied, one to collect control 
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information and a second section to assess the dimensions of basic business administration and 

profitability. This instrument had the validation by reliability (Cronbach's alpha)  

For the analysis of the information, the IBM SPSS v.25 software was used, using the functions of 

cross tables to identify the situation of each of the management variables against the profitability 

of the company and the Pearson Correlation function under an acceptance criterion of 95% 

significance, to determine the most important relationships. 

Results and Discussion 

Below are the cross-tables between the variables of the management of enterprises versus the 

profitability of companies 

Table 1 Relationship between Management Dimensions Vs Profitability 

Dimensions of 
enterprise 
administration 

Trend in the profitability of rural 
enterprises 

Total 
ventures 

Correlational Analysis 
Dimensions of Management 
vs Profitability 
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Pearson 
correlation 

Bilateral 
GIS 

Accounting 
management 

Yes 12 1 18 11 42 0,49 0,00 

Yes, 
but not 
very 
detailed 

0 5 15 10 30 

No  0 8 16 4 28 

Human 
resources 
management 

Yes 12 0 19 12 43 0,561 0,00 

Yes, 
but not 
very 
detailed 

0 6 9 1 16 

No  0 8 21 12 41 

Planning Yes 12 0 25 11 48 0,345 0,00 

No 0 8 9 11 28 

Know 0 6 15 3 24 

Budgeting Yes 6 0 20 11 37 0,433 0,00 

No 6 13 14 11 44 

Know 0 1 15 3 19 

Financial 
management 

Yes 12 0 20 11 43 0,493 0,00 

No 0 13 8 12 33 

Know 0 1 21 2 24 

Total 12 14 49 25 100  
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Own source. Information obtained from the field survey applied to rural enterprise owners located 

in Pangua, Cotopaxi. After the analysis of the correlation of Pearson with IBM in SPSS v.25 

between the two variables studied. 

Accountant management 

In the case of enterprises that practice accounting management, most have reported that their 

profitability has improved significantly or has remained stable. Out of a total of 42 responses in 

this category, 12 have indicated a significant improvement in profitability, while 18 have 

experienced stability in their profits. However, it is important to note that 11 of the respondents 

have experienced a slight decrease in profitability. 

On the other hand, different results are observed in enterprises that practice accounting 

management but not in detail. In this group, most respondents have reported stability in the 

profitability of their businesses, with 15 out of 30 responses in this line. The remaining results are 

divided between those that have experienced a slight improvement in profitability (5 out of 30) and 

those whose profitability has decreased slightly (10 out of 30). Notably, in this group, none of the 

respondents reported a significant improvement in their profitability. 

Finally, for ventures that do not practice any accounting management, most report a stability in 

profitability (16 out of 28) or a slight improvement (8 out of 28). Only a smaller number of them 

(4 out of 28) mention that their profitability has decreased slightly and none report a significant 

improvement. 

These results suggest a positive correlation between the implementation of rigorous accounting 

management and better profitability in rural enterprises. This is supported by Pearson's correlation 

analysis, which shows a moderate and significant correlation of 0.490 with a significance level of 

0.000. This finding indicates that accounting management can have a positive impact on the 

profitability of these ventures. However, since the correlation coefficient is not close to 1, it also 

suggests that there are other factors besides accounting management that could be influencing 

profitability. 

For its part in the study of  (Merino-Sánchez et al., 2021)  it was identified that as a more 

comprehensive price accounting system is implemented, SMEs experience higher net profit. These 

results support the idea that having a robust price accounting system benefits price performance. 

Human resources management 

Enterprises that practice human resource management mostly report that their profitability has 

remained stable (19 out of 43) or improved significantly (12 out of 43). However, it is also 

important to note that an equally significant number of them report that their profitability has 

worsened slightly (12 out of 43). 

On the other hand, for startups that have some form of human resource management, but not 
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very detailed, most indicate that their profitability has remained stable (9 out of 16) or improved 

slightly (6 out of 16). It should be noted that in this group, only one of them reports that their 

profitability has worsened slightly. 

As for startups that do not practice any human resource management, most report that their 

profitability has remained stable (21 out of 41) or worsened slightly (12 out of 41). A similar amount 

reports a slight improvement in profitability (8 out of 41). 

These data suggest that there is a moderate correlation between human resource management and 

the profitability of ventures. This finding is supported by Pearson's correlation analysis, which 

shows a correlation of 0.561 with a significance level of 0.000. This figure indicates that there is a 

moderate positive relationship between human resource management and profitability. In other 

words, improvement in human resource management can contribute to improvement in 

profitability. However, it is important to note that there are other factors at play that also affect 

profitability, as the correlation is not perfect, i.e. it is nowhere near 1.  

In relation to the finding of the study, according to (Cachón-Rodríguez et al., 2022), even though 

employees are relevant stakeholders for business success, their management and participation in 

sustainability processes is often overlooked. Therefore, it is crucial that organizations recognize the 

importance of integrating human talent management into their sustainability strategies and harness 

the potential of their employees to promote long-term sustainability. For its part (Flores-Quispe 

&; Flores-Quispe, 2019; Hermawan &; Arifin, 2021; Vu & Nwachukwu, 2021) They assert in their 

studies that the effective management of human talent has a direct impact on business sustainability 

at any level, as well as its profitability, with human resources being responsible for satisfying 

customer demands. 

Planning management 

Among the ventures that implement business planning, it is notable that most have observed that 

their profitability has remained stable, with 25 of 48 ventures reporting this status. Another 12 of 

these 48 ventures have experienced a significant improvement in their profitability. However, not 

everything is positive, since 11 of the ventures have seen a slight decrease in their profitability. 

As mentioned (Guyadeen et al., 2023) Planning in companies emerged as a practice in the private 

sector, with the aim of boosting business profitability and mitigating the effects of external change, 

so they are important to adjust to changes in the environment and improve profitability. 

For startups that do not implement business planning, the situation is more diverse. 8 out of 28 of 

these startups report a slight improvement in profitability, while another 9 out of 28 say their 

profitability has remained stable. Unfortunately, 11 of these 28 ventures experienced a slight 

decrease in profitability. None of the ventures in this group reported a significant improvement in 

profitability. 

Within the group of startups that are not sure whether or not they implement business planning, 
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the majority, 15 out of 24, indicate that their profitability has remained stable. 6 of these 24 ventures 

have experienced a slight improvement in profitability, and a smaller number, 3 out of 24, report a 

slight decrease in profitability. 

These results indicate a modest positive correlation between business planning implementation and 

profitability. This is reinforced by Pearson's correlation analysis, which shows a correlation of 0.345 

with a significance level of 0.000. Although the correlation is positive, it is modest, indicating that, 

although business planning seems to positively influence profitability, there are other factors that 

may also be influencing the profitability of these ventures. 

In relation to this positive correlation, he explains (Ejigu & Desalegn, 2023), that planning allows 

companies to be proactive in shaping their future rather than simply taking reactive measures. It 

uses systematic, logical and rational methods to identify strategic options, which helps 

organizations formulate better strategies. The fundamental premise of planning is to achieve 

coordination between the company and its environment to achieve competitiveness. 

Budgeting 

In the group of companies that maintain budgetary management, the majority indicate that 

profitability has remained stable (20 out of 37), followed by those that have seen a significant 

improvement in their profitability (6 out of 37). However, there is also a significant number that 

have experienced a slight worsening in profitability (11 out of 37). 

In companies that do not carry out budget management, the results are more dispersed. 14 of 44 

report that their profitability has remained stable, 13 of 44 have seen a slight improvement in 

profitability, and 11 of 44 experienced a slight decrease in profitability. In addition, in this group, 

there are an equal number of companies that have significantly improved their profitability (6 out 

of 44). 

On the other hand, the group that does not know if their company maintains a budget 

management, the majority (15 of 19) reports that its profitability has remained stable. A small 

number have seen a slight improvement (1 in 19) and a slight decrease (3 in 19) in profitability. 

The data suggests that budget management could have an impact on a company's profitability, 

although it is not conclusive. Pearson's correlation analysis supports this interpretation, showing a 

correlation of 0.433 with a significance level of 0.000. This correlation, although positive and 

significant, is moderate, suggesting that although there is a relationship between budget 

management and profitability, there are other factors that can also influence the profitability of the 

company. 

As expressed (Iliemena & Amedu, 2019) A company can reduce costs through budget 

management, focused on using fewer materials in the production process or by reducing material 

prices through the use of quantity discounts and other commercial discounts. The cost of labor 

can be reduced by eliminating overtime, reducing and, to the extent possible, eliminating downtime, 
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and increasing worker supervision and motivation. When cost reduction is achieved through 

efficient budget management, it is always reflected in the profits of the manufacturing company, 

that is, in its profitability. 

Financial management 

Startups that practice financial management, for the most part, report that their profitability has 

remained stable (20 out of 43) or improved significantly (12 out of 43). A significant number also 

report that their profitability has worsened slightly (11 out of 43). 

In the case of those who do not carry out financial management, most ventures report that their 

profitability has improved slightly (13 out of 33) or worsened slightly (12 out of 33). A smaller 

number mentions that its profitability has remained stable (8 out of 33). None of the ventures in 

this group has experienced a significant improvement in profitability. 

Enterprises whose managers do not know about financial management report that their 

profitability has remained stable (21 out of 24). Only a small number have experienced a slight 

improvement (1 in 24) or a slight decrease in their profitability (2 in 24). 

The data suggest a moderate correlation between financial management and profitability. Pearson's 

correlation analysis supports this interpretation, showing a correlation of 0.493 with a significance 

level of 0.000. This value indicates that there is a positive relationship between financial 

management and profitability, which means that improvement in financial management could lead 

to an improvement in profitability. However, the correlation is not very high, suggesting that there 

are other factors that could also be affecting profitability. 

As he explains (Nguyen & Nguyen, 2020) Profitability is a crucial element in evaluating business 

performance, as it shows profits relative to investment in assets, capital or sales. Improving 

profitability is a fundamental task for companies, especially in the context of international 

economic integration in Vietnam. Several factors that directly influence profitability related to 

financial management have been identified, such as financial leverage, solvency, liquidity control 

and financial adequacy according to the plans.  

Conclusion 

The results of the study indicate that there is a positive correlation between business administration 

(including accounting management, human resource management, business planning, budget 

management and financial management) and the profitability of rural enterprises. However, the 

correlation is not perfectly strong, suggesting the presence of other factors that could be influencing 

the profitability of these businesses. 

Accounting management proved to have a moderate positive correlation with profitability. This 

conclusion suggests that the implementation of rigorous accounting management could have a 

positive impact on the profitability of rural enterprises. 



1372 remittancesreview.com 

Remittances Review 
June 2023 

Volume: 8, No: 4, pp. 1364 - 1374  

ISSN: 2059-6588 (Print) | ISSN: 2059-6596 (Online) 

 

 
 

 

Human resource management showed a moderate correlation with profitability, indicating that an 

improvement in human resource management could contribute to an improvement in profitability. 

Business planning showed a modest positive correlation with profitability. Although this 

correlation suggests that business planning can positively influence profitability, it also indicates 

that there are other factors that may be influencing the profitability of ventures. 

Budget management showed a moderate positive correlation with profitability, indicating that it 

could have an impact on the profitability of a venture, although not conclusively. 

Financial management showed a moderate positive correlation with profitability. This correlation 

suggests that the improvement in financial management could lead to an improvement in 

profitability, although the presence of other factors that may be influencing profitability is also 

suggested. 
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