Entrepreneurial Dynamics in Missouri Counties

E

ntrepreneurial dynamics — the fow of business
startups and business turnover, or churn, in a
place — shape economic growth. Entrepreneurs
may spark economic growth and development by
contributing to employment growth, innovation, quality
of life and economic resilience in their communities.
Tis guide focuses on churn’s role in entrepreneurial
dynamics. Churn measures businesses entering and
exiting a market. It’s the sum of the startup rate (startups
per capita/1,000) and business closure rate (business
closures per capita/1,000). It only considers businesses
with paid employees. Read more about nonemployer
businesses with no paid employees in Missouri Economy
Indicators, Issue 9 (PDF) at https://extension.missouri.
edu/media/wysiwyg/Extensiondata/Pro/ExCEED/
Docs/MissouriEconomy_NonEmployer_Issue9.pdf.
Areas with high churn — that is, those with rapid
business turnover — record faster economic growth.1
However, undoubtedly, a business closure is bad for the
particular business’ employees and owner.

Churn can enhance economic vitality

Churn creates information as businesses open
and close — a process known as creative destruction.
A business opening or closing reveals how certain
products, business strategies or business sizes perform
in a particular place. Others in the region can use this
information to improve their own businesses because
churn shows what does and does not work in an area.
Low churn yields little new information and may
make economic development through entrepreneurship
more challenging because less is known, for example,
about consumer demand for given services in a particular
location. In low-churn areas, new businesses have fewer
peers or mentors from which to learn, and obtaining a
bank loan can be difcult due to market uncertainty,
which creates business plan uncertainty.2
From 2009 to 2017, churn in Missouri counties was
positively correlated with employment growth (Pearson’s
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Key takeaways
• Promoting entrepreneurship, particularly in rural areas, may
encourage economic growth and increase a community’s
quality of life and resilience to economic or natural disasters.
• Missouri had high entrepreneurial dynamics levels compared
with neighboring states, 2013-16.
• Entrepreneurial dynamics create information, such as how
certain products or businesses performed in a particular
place, that other entrepreneurs and local lenders can use.
• Counties with high levels of entrepreneurial dynamics
tended to feature colleges, tourism, a mining boom or
highways that attract people. Increasing access to outside
markets through internet sales and improved marketing can
increase local businesses’ customer bases.
correlation coefcient=0.17). However, income growth
and churn rates had no correlation (Pearson’s correlation
coefcient not statistically signifcantly diferent from
zero). Tese fndings suggest Missouri has a relatively
entrepreneurial culture and its entrepreneurs create jobs
but not necessarily high-paying jobs.
No correlation between entrepreneurship and income
growth in Missouri — diferent from the two factors’
positive correlation found for the U.S. overall — suggests
few Missouri entrepreneurs operate in high-value
industries or export outside of their region. Tis is likely
due to Missouri’s industry mix being light on high
paying white-collar jobs. Creating new jobs, even not
high-paying ones, may reduce rural population loss and
improve quality of life because people like living near
grocery stores, restaurants and other services.

Missouri churn is higher than U.S. churn

Compared with the national average and neighboring
states, Missouri had a high churn rate in 2016 (Figure
1). Tis generally bodes well for Missouri, given the link
between churn and economic growth. Again, churn
creates market information that entrepreneurs can use to
succeed in business, despite other businesses failing.
Nationally, below-average churn dominated in the
South and East, 2013-16 (yellow, Figure 2). Areas with
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relatively high churn rates included New England, the
Pacifc Northwest, the Rocky Mountains, the Great
Plains and the Missouri Ozarks (blue, Figure 2).
Business churn varying along a state border suggests
state-specifc factors afect churn. Te south and
southeast parts of Missouri featured higher churn than
adjacent counties in other states from 2013 to 2016. Tis
diference, likely policy-driven, may correspond with
an easier process to establish businesses in Missouri or
business restrictions in neighboring states.

Churn varies across Missouri

lead district. Tese places all draw nonresidents, so local
businesses serve more than permanent residents.
Between 2013 and 2016, many northern and central
Missouri counties recorded low churn, driven by
relatively low business birth and death rates. Many had
slow population growth or population loss from 1996 to
2017 (see MU Extension publication DM4013, Tird
Class County Population Change and Budget Fiscal
Ratios, https://extension.missouri.edu/dm4013). Tis
could limit new businesses to providing essential goods
and services for the local market (e.g., grocery stores).

Missouri’s metropolitan centers, northwest corner and
southern region experienced relatively high churn from
2013 to 2016 (Figure 3). Many of the state’s aboveaverage and high-churn counties cluster around tourist
destinations, college towns and southeastern Missouri’s

How to interpret churn rates

Carefully consider churn rates from county to
county. In sparsely populated counties, one or two new
businesses can signifcantly increase the birth rate, which
also increases the churn rate. For example, growing

Figure 1. Employer establishment churn rate, 2016. (Source: Census Bureau Business Dynamics Statistics) Note: 2016 was the most recent available data.

Figure 2. Employer establishment churn rates by county, 2013-16. (Source: Census Bureau Business Dynamics Statistics) Note: 2016 was the most recent
available data; a multiyear average better represents entrepreneurial dynamics in counties with fewer business startups and closures.
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Figure 3. Employer establishment churn rates by county for Missouri, 2013-16. (Source: Census Bureau Business Dynamics Statistics) Note: 2016 was the
most recent available data; a multiyear average better represents entrepreneurial dynamics in counties with fewer business startups and closures.
demand for home health care aids, who are sometimes
considered employer-establishment businesses in the
data but look like nonemployer establishments, can
increase churn rates.3 Also, carefully consider churn in
counties highly dependent on a single industry — such as
mining, agriculture or manufacturing — that may have
boom-and-bust periods as prices fuctuate.
Churn can also mask especially high birth rates.
For example, counties along Highway 65, which runs
south of Sedalia to Branson and north of Marshall/
Saline County, had high birth rates and low death rates,
2013-16. Highway 65 may bring customers to relatively
sparsely populated counties, particularly in northern
Missouri. Additionally, it passes near tourist areas such
as Truman Lake and Bennett Springs State Park.
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