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SCIENTIFIC PRINCIPLES OF MODELLING ENTREPRENEURIAL
POTENTIAL OF A REGION

In this article approaches to the "entrepreneurial potential " concept are considered, includ-
ing the authors’ interpretation of entrepreneurial potential of a region. The invariant model of
entrepreneurial potential is described, its basic elements are identified and the role of each as a
specific mediator is revealed. A specific mediator — a three-level model of entrepreneurial poten-
tial in socioeconomic environment has been developed.
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Oupra B. Komenina, Anina O. Yaiikina
HAYKOBI ITPUHIUIIN ®OPMYBAHHA ITIIITPUEMHNIIBKOT'O
ITOTEHLIAJIY PET'TOHY

Y cmammi poszeasmymo nioxodu 00 nowsmms <«niOnpueMHUUbKUI NOMEHUIA», 30Kpema
3anponoHo6ano aemMopcvbKuii nioxio 00 GU3HAYEHHA NIONPUEMHUUBLKO20 NOMEHUIALy peioHy.
Onucano inéapianmmuy mooeasb NIONPUEMHULBKO20 NOMEHUIALY Pe2iOHY, GUSHAYEHO IT 20406HI eae-
MEHmu ma po3Kpumo poab KOICHO20 K neénHozo mediamopa. Po3pobaeno cneuugpivnuii meodia-
mop — mpvoxpigHegy Mooeab NiONPUEMHUUBKO20 NOMEHUIAY Y COUIAIbHO-0P2ANI3086AHOMY NPO-
cmopi 20cnooaproganHsi.

Karouosi caosa: nionpuemHuybKuii nomernyian pe2iony, ineapianmua mooennv, Mediamopu 3a2aib-
HOO0epICcagH020, pecioHanbH020 Ma N0KANbHORO PIBHIS; YO €Kkmu 20cnodapro6anHs.
Puc. 1. Taba. 1. Jlim. 10.

Oubra B. Komemnna, Anmna A, Yaiikuna
HAYYHBIE ITPUHIIUIIBI ®OPMUPOBAHMU S
IMPEAITPUHUMATEJ/IBCKOI'O ITOTEHIIMAJIA PETMOHA
B cmamve paccmompenst no0xoovt Kk onpedeaenuro «npeonpuHUMAmMebCcko20 nOmenyua-
Aa», 8 MOM Hucie NPedA0NCeH AGMOPCKUI N00X00 K OnpedeieHuro npeonpuHuMamenbckozo
nomenuyuana pecuona. Onucana UHEAPUAHMHASL MO0eAb NPEONPUHUMAMEALCKO20 NOMEHUUALA
Pe2uoHa, onpedeienvt ee 2Aa6Hble IAEMEHNIbL U PACKPLIMA POAb KaAWC0020 KAK ONPedeaieHHO020
meduamopa. Pazpaboman cneyugpuueckuii meduamop — mpexyposnesas mooeab npeonpuHuMa-
MeAbCK020 NOMEHUUANA 8 COUUAAbHO-0P2AHU308AHHOM HPOCIMPAHCHIGE X03AUCMBOGAHUSL.
Karouesvle cao6a: npeonpuHumMamenscKull NOMEHYUAn peuona; UHEAPUAHMHAS MOOeAb; MeOUd-
mopbL 00We20Ccy0apcmeeHH020, pe2UOHAAbHO20 U A0KANbHO20 YPOBHEL, CYOseKmbl X03AUCMB08a-
HUS.

Problem setting. Entreprencurial potential of a region is a complicated econo-
mic category. Under the conditions of globalization understanding the components
of entrepreneurial potential of a region is very important for the economic develop-
ment of every country. Mutual connections between national economies lead to the
need to produce competitive products in each region of any country. Ensuring com-
petitive advantage in a region is only possible under sufficient employment in pro-
duction, services and works that will be in demand at the global economic market.
Experience of other countries shows that entrepreneurship development at the
micro- as well as at the macrolevel has a significant influence on the stability of eco-
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nomic life in a country. With rapid changes in the competitive environment, entre-
preneurial potential as a dynamic system requires constant analysis of its compo-
nents, their relationships and evaluation to ensure the target vector of development
on a regional level.

Recent research and publications analysis. Entrepreneurial potential was studied
by prominent economists such as R. Cantillon (1964), O. Fedonin and O. Oleksiyk
(2003), N. Krasnokutska (2005), E. Lapin (2002), 1. Repina (1998), J.A. Schumpeter
(2011) and J. Thunen (1966). But their studies on entrepreneurial potential identified
the latter as economic or production potential.

Research objective. At present there is no integrated economic model for the
concept of "entrepreneurial potential of a region". Therefore, it is necessary to give a
generalized definition of entrepreneurial potential of a region and identify the meth-
ods for its assessment.

Key research findings. Such well-known scientists and economists as R. Can-
tillon (1964), M. Repina (1998), J.A. Schumpeter (2011), J. Thunen (1966) share a
common view that entrepreneurial potential is the a potential of an entrepreneur that
includes integrated entrepreneurial skills of entrepreneurship carriers, such as profes-
sional skills, acquired skills, innovative capacity, functional skills, ability to take risks,
striving to innovate and be creative, management skills, independence in choosing
and decision-making, the ability to respond to economic changes and current situa-
tion, and the skills of adaption to a changing environment.

Analyzing M. Repina’s view (1998) on entrepreneurial potential as a combina-
tion of labor, material, technical, financial, innovative resources and skills capabili-
ties of managers, professionals and other categories of personnel to product goods,
implementation services (works), receiving maximize revenue (profit) and sustain-
able functioning and development of a company, it should be noted that the dynam-
ic aspect of this phenomenon hasn’t been taken into account.

R. Cantillon (1964), J. Thunen (1966) consider entrepreneurial potential
through a combination of functions of entrepreneurs, the main of which is the abili-
ty to take risks, thus narrowing the understanding of this phenomenon.

J.A. Schumpeter (2011) wrote that entrepreneurial potential is the process of
innovation and creativity, which entrepreneurs are capable, but he did not pay atten-
tion to structuring of this phenomenon.

After examining the researchers’ views, we faced the problem of logical justifica-
tion of the definition of "entrepreneurial potential of a region". Taking into account
the scientific principles of economic modelling of phenomena, we introduce the fol-
lowing interpretation of entrepreneurial potential of a region. This is a complex,
dynamic, polistructure system that represents the difference between localized in the
economic environment, social and economic resources and businesses with their
capital, which affects the stable development and afficient playback of economic set-
ting.

Nowadays creating a private business requires more efforts, since the market is
characterized by economic instability, changes in the competitive environment and
other macro- and microeconomic factors. The research suggests that entrepreneurial
potential of a region (EPR) represents entities engaged in small and medium-sized
enterprises (SME’s). To complete the implementation of entrepreneurial potential of
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a region we need to identify specific mediators and each element which can have
dichotomous effects on entrepreneurial potential. In multivariate unstructured mo-
dels of regional economic development elements of EPR, as shown by our studies,
occupy leading positions. This should not cause a skeptical attitude, because it clear-
ly shows the directed motion towards economic expectations of society as an impor-
tant condition for integration into the global economy. This move will promote eco-
nomic culture of entrepreneurs. The study of EPR invariant today has good scienti-
fic perspectives and certainly practical implications.

The analysis of scientific approaches and works of outstanding scientists and
economists allows us offer our own entrepreneurial potential invariant model. Based
on the conceptual apparatus of entrepreneurial potential of a region as a multifacto-
rial polistructure and dynamic system, we consider it reasonable to use as a mediator
the well-known principle of invariance (Figure 1). This principle allows determining
the extent of stability-variability investigated elements that are in certain correlation
with each other. All these relationships describe the structure of the system, and a set
of relations between the system as a whole and any object — a function of the system.

The proposed invariant model of entrepreneurial potential of a region illustrates
the degree at influence of national, regional and local levels as specific mediators to
fluctuations in entrepreneurial potential of a region in a certain socioeconomic envi-
ronment. Depending on the quantitative and qualitative impact of each mediator on
the formation of entrepreneurial potential, it can be fully, partially or not sufficiently
realized. Naturally, the content invariant entrepreneurial potential in a particular
form may differ in each region. Inclusion invariant model of EPR in the model of
economic development in a region is the least asymmetric because there is a domi-
nant mediator there.

A variety of approaches to understanding the essence of EPR allows us consider
it as a multilevel and multidimensional concept the meaning of which is revealed in
all its complex forms. At the national level resources are the basis for EPR formation,
but we note that their presence does not guarantee the achievement of any purpose.
The second, equally important component is the ability to mobilize these resources
for the implementation of complex operations (business processes), and the set of
skills is called "competencies”. At the regional level the most important are the
restrictions and risks faced by entrepreneurs under the pressure of external and inter-
nal environment. At the local level the catalysts are the existing and latent business
possibilities. Given three-level model influence on the formation of EPR we propose
the following classification of types of its manifestations (Table 1).

This grouping is also not ideal, having some deficiencies, because in today’s
business environment EPR can also be viewed as a system consisting of smaller sub-
systems — business units allocated by their importance for the functioning of socio-
economic environment, as well as interchangeable alternative integrated features that
enable effective choice for distribution between the elements of the potential for bal-
anced equilibrium in economic arrangement.

We can conclude that entreprencurial potential of a region depends on the dif-
ference between opportunistic population resource and the number of existing busi-
nesses. A major part of each region income, as the research of the world's leading
experts has shown, is provided by mostly small and medium-sized businesses (SMEs)
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and individual entrepreneurs. Investigating European experience we can note that
SMEs were in some ways a bulwark against the devastating effects of the global finan-
cial crisis. They survived through economic downturn and decline in employment
more resiliently than their large enterprise counterparts. Across the EU28 in 2014
some 21.6 mln SMEs in the nonfinancial business sector employed 88.8 miIn people
and generated 3,666 trln EUR in value added. Expressed differently, 99 out of every
100 businesses are SMEs, as are 2 in every 3 employees and 58 cents of every euro of
value added (Annual Report on European SMEs, 2014).

Table 1. Classification of specific manifestations of entrepreneurial
potential of a region, authors’

Level Integrfll . Element Level of realization
characteristics
Federal | Scope and quality - Demographic resources Limited (not realized
of resources and |- Human and intellectual amount of available
competences | resources resources, the quality of
- Innovation & investment which is low)
resources Sufficient (required) amount
- Financial resources of resources involved
- Technical and scientific Excess (huge amount) of
resources resources
- Infrastructure resources
- Material and natural reserves
Regional | Entities risks and |- Sociocultural Actual
restrictions - Structural and functional Perspective
- Financial and economic Acceptable (0.1);
- Technical and technological Critical (0.01);
- Administrative Catastrophic (0,001)
- Spatial-temporal
Local Existingand |- Education Lack of implementation
hidden features of | - Qualification and motivation | Partial implementation
productive forces |- Psychophysiological ability of | Full implementation
staff
- Marketing and management
potential
- Infrastructure and information
- Backup and latent

In Ukraine we can see that in each region the number of SMEs is rapidly grow-
ing, but not in the same way as in the EU, USA, China and other countries. For
example, in the USA every year people open 600 ths businesses and close 500 ths
businesses. But for them it is a common thing. Business owners are very flexible to
changes at the market; they are adaptive and can move from one area of activity to
another. If an entrepreneur sees that the business does not bring the desired income,
he/she closes it and opens another one that can be conceptually different from the
previous business. In this country the process of opening and closing business is very
difficult comparing to other countries. For example, in the World Bank report
Ukraine has the lowest rank on the indicators: ease of doing business — 112th rank
from 189; starting a business — 47th rank; procedures — 6th; time (in days) — 21st;
cost (% of income per capita) — 1.3; registering property — 97th; protecting investors
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— 128th; paying taxes — 164th; trading across borders — 148th; enforcing contracts —
45th; resolving insolvency — 162nd; GNI per capita (in USD) — 3,500 (World Bank.
Doing Business 2014: Understanding Regulations for Small and Medium-Size
Enterprises, 2014). The positive side is that now there is a change of government posi-
tions regarding the conduct of doing business, tax burden and supporting domestic
producers.

Our study showed that nowadays in Ukraine people have no interest to creating
and maintaining business. We found that in Ukrainian regions the number of small
businesses per 10 ths of population is low. In regions such as Odesa, Kyiv, Kharkiv,
Dnipropetrovs'k, Mykolayiv and Zaporizhzhya the number of small businesses per
10 ths of population is much bigger than in other regions ranging in the amount from
75 to 90. Such indicator is not surprising since they are large cities where industries,
available human resources, well-developed transport ties are concentrated. The
biggest indicator of this is in capital city Kyiv — 290 (State Statistics Service of
Ukraine, 2014).

For sustainable development of a region, maximum income, competitive posi-
tion at the global market it is necessary that percentage of population engaged in
entrepreneurial activity in the region should be at least 70%. The difference between
localized socioeconomic resources and entrepreneurs is the people who can act as a
potential market subject and open own business. Concentration of intellectual capa-
cities and its qualitative changes is possible through partnerships between universities,
businesses, research institutions and other market players. These partnerships provide
not only the development of science, technology and innovative technologies, but
also enhance the economic feasibility of the total entrepreneurial potential. This
impacts the sustainable development and efficient economic reproduction.

Conclusions. This study shows that entrepreneurial potential of a region is a
complicated economic category. The proposed approach to defining this concept has
made it possible to offer the invariant model of entrepreneurial potential of a region.
Our research shows that the leading position in the development of economic envi-
ronment of a region as well as in countries should be occupied by small and medium-
sized business — SMEs. For successful realization of entrepreneurial potential in a
region we have identified the specific mediators and elements which have dichoto-
mous effects on entrepreneurial potential. In multivariate unstructured models,
regional economic development elements of EPR, as shown by our studies, occupy
the leading position, indicating the clearly directed movement towards economic
expectations of society as an important condition for integration into the global econ-
omy. Ukraine by joining the European community has an opportunity to improve its
economic performance, using the world economic experience regarding more loyal
conditions for business creation, existence and development. This will not only
increase employment, but also contributes to budget revenues of a region and the
country. Study on EPR invariant at present has good scientific perspectives and prac-
tical implications, because this research enables to determine whether economic
environment in a region (country) is asymmetric or unbalanced.
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