The European Proceedings of

Social & Behavioural Sciences
EpSBS

FUT
ACA

ISSN: 2357-1330

C
A
<M

o
k4

E
https://doi.org/10.15405/epsbs.2019.12.05.23

MTSDT 2019
Modern Tools for Sustainable Development of Territories.
Special Topic: Project Management in the Regions of Russia

SOCIAL PORTRAIT OF A POTENTIAL ENTREPRENEUR IN
REGIONAL RUSSIA

R. A. Timofeeva (a)*, A. A. Varyzgina (b)
*Corresponding author

(a) Yaroslav-the-Wise Novgorod State University, ul. B. St. Peterburgskaya, 41, Veliky Novgorod, Russia,
rim1087@yandex.ru
(b) Lobachevsky State University of Nizhny Novgorod, prospekt Gagarina, 23, Nizhny Novgorod, Russia,
alvar@fsn.unn.ru

Abstract

The level of entrepreneurial activity, the proportion of small business in the regional economy is a very
important indicator of regional social and economic development. The level of entrepreneurial activity in
modern Russia remains rather low due to various circumstances. In this situation, the analysis of the level
of potential entrepreneurial activity helps to define reserves of entrepreneurial activity of a region. The
paper focuses on the social and demographic features of social portrait of a potential entrepreneur, as well
as factors of increasing of entrepreneurial activity and of hampering the desire to become an entrepreneur.
The paper presents the results of the monitoring research on the competition development in a region of
Russia. 3000 respondents out of 20 districts of the region, including urban districts and the regional center
took part in the survey in Nizhny Novgorod region in 2018. Within the area, the random route sample was
controlled by gender and age and represented the area residents.

The paper argues that there is higher level of social activity among the potential entrepreneurs. Potential
entrepreneurs have more financial resources and social capital, which could be used to start a new
business, smaller part of them could become forces entrepreneurs. The majority of potential entrepreneurs
wait for favorable conditions when starting a small business would improve their financial position and
not just would help to survive. Such situation makes much more actual investigation of factors that
hampers small business development.
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1. Introduction

The national plan for competition development in the constituent entities of the Russian Federation
and the road map as a part of it, considers creating of conditions for the development of entrepreneurship
(Decree of the President of the Russian Federation, 2017). An important aspect of the development of
competition in the field of entrepreneurship is not only the level of entrepreneurial activity that already
take place, but also the potential of entrepreneurial activity in the region.

This article meets the task of analysing the level of potential of the population to start their
entrepreneurial activity. The paper presents the social portrait of a potential entrepreneur in a Russian
region, attitudes to the possibility of starting up own business, as well as the level of willingness of
potential entrepreneurs to participate in regulating competition development processes in the regional

market.

2. Problem Statement

Defining the potential of entrepreneurial activity level is one of the important indicator, which
affects successful regulation of competition development in a region in terms of creating more favourable
conditions for increasing of entrepreneurial activity of the local community. Modern Russia has a rather
low level of entrepreneurial activity, while the proportion of forced entrepreneurship is increased. It is a
specific feature of the economic situation in the Russian regions (Monitoring results GEM, 2018; GEM,
2018; National Report, 2017; Manohin, 2010; Malkina, 2017). The state faces with the important task of
creating conditions for increasing entrepreneurial activity.

The potential of entrepreneurial activity has many factors, both external (environmental factors,
macro-economic conditions, socio-cultural norms) and internal (psychological willingness of the
population to participate in entrepreneurial activity; availability of capital, including money, knowledge
of how to run one’s own business).

Nowadays, the majority of Russians over the last decade have not planned to open their own
business during the next three years (Maslennikova & Lapaev, 2011). Comparison of indicators of
attitudes towards entrepreneurship in the countries participating in the GEM project indicates a significant
lag in the assessment of opportunities and abilities to start up and run a business. Most Russian
respondents negatively assess the opportunities for an entrepreneurial start in their region of residence.
The assessment of conditions for the creation and running a business is significantly below the average
estimates in both types of countries. Russians also demonstrate extremely low confidence that they have
all the necessary knowledge and skills to create and manage a company. There is a big lag in the
assessment of opportunities and of a low assessment of entrepreneurial abilities, which partially explains
the low proportion of respondents who said they had entrepreneurial intentions. The business sector plays

a small role in the economic development of Russia (Gabelko, 2009; Monitoring results GEM, 2018).
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3. Research Questions

The paper aims to answer the question of who are potential entrepreneurs; what motivates them to
start their own business, and what hampers their entrepreneurial activity. The paper analyses attitudes of

potential entrepreneurs to public activity in the field of regulating the development of competition.

4. Purpose of the Study

The purpose of this study is to define the level of willingness of the population to run their own
business. The aim is also to identify the main features of a potential entrepreneur social portrait, and
attitudes of potential entrepreneurs to social activity, the potential willingness to participate in the
processes of developing competition in the region. Determining the most important socio-demographic
features of a portrait of a potential entrepreneur helps to develop ways to increase entrepreneurial activity
in Russian regions. The paper offers some recommendations in the field of supporting entrepreneurial
activity on the regional level, based not only measures concerning local business community and start-up

entrepreneurs, but also through the involvement of new participants on the regional market.

5. Research Methods

The public and entrepreneurs’ opinion monitoring is one of the most effective tools for measuring
the potential of entrepreneurial activity of the region. The article presents the results of monitoring of
consumer satisfaction with the quality of goods and services on local consumer markets, and of the state
of price competition in the Nizhny Novgorod region, carried out in 2018 by the Department of Sociology
of Project Activities and Pro-competitive Regulation of the Lobachevski state university in collaboration
with the Research center for social systems. The research was commissioned by the Ministry of
Economic Development and Investments of the Nizhny Novgorod Region. The survey includes 3,000
respondents out of 20 districts of the region, including urban districts and the regional center Nizhny
Novgorod. The sample is zoned, representing the areas of the Nizhny Novgorod region in terms of
population and the level of socio-economic development. Within the area, the random route sample was
controlled by gender and age and represented the area residents.

The region could be considered as the average Russian region in terms of socio-economic
development and the level of entrepreneurial activity (Rimashevskaya & Ivashinenko, 2013; Ivashinenko,
2014).

6. Findings

The potential entrepreneurship level in the region is about 26%. At the same time, three-quarters of

the region’s population mentions that they will never run their own business (74%) (Figure 01).
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Figure 01. Attitudes to possible entrepreneurial activity, %
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Among those who are potentially ready to run their business there is a small part of those who are
entrepreneurs already (5%); therefore in this case, we can talk about the desire of expansion of their
entrepreneurial activity.

The group of potential entrepreneurs includes representatives of the younger generation, more than
half of the group are under 35 years (63%); more often, they are men (52%). Those who want to run their
own business have a higher level of education (32% of them have higher education compared to 23% in
the group who are not ready for entrepreneurial activity). The financial situation of potential
entrepreneurs is to certain extent higher than in the group of those who do not plan to open their own
business. The level of potential entrepreneurial activity is higher in the regional center.

The group of potential entrepreneurs includes more resourceful and more socially active part of the
local community. In the group of potential entrepreneurs, there is a higher willingness for not only
entrepreneurial, but also civic activity, in the field of developing a competitive environment in the region
as well. In recent years, there is a tendency of increasing of the interest of the population towards
regulation of the development of competition; however, at present, people more often take the role of an
observer, rather than a participant (Ivashinenko, Teodorovich, & Patokina, 2019). Potential entrepreneurs
more often are active in interacting with the authorities to attract attention of the latter to the problems of
competition development in the region; they are more active participants in discussions on the
development of competition via social networks, and show higher level of willingness to participate in the
practices of competition development such as writing reviews on various websites evaluating a company's
work, participating in voting for various nominations as the best company of the year in the field etc. This
makes possible to describe a competition rather as a social action focused on other market participants,
than as a confrontation between the aspirations of isolated and independent actors (Porter, 2000; Abolafia,
& Biggart, 1991; Nee & Swedberg, 2005).

Attitude of residents who are potentially ready to run business towards social activity is also
higher than that of the community in general. Although the level of social trust towards NGOs remains
rather low in Russia (Abramova & Sukhushina, 2015; Mersiyanova, 2012), NGOs try to play more active
role of representatives of community including business community (Timofeeva & Varyzgina, 2019;
Ivashinenko & Teodorovich, 2019). The potential entrepreneurs trust more than the rest of community to

the public and business community initiatives. They more often will to join these initiatives’
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implementation. The potential entrepreneurs are more open towards membership in public organizations
which aim the development of market competition in the region.

There are currently three most active public organizations (Opora Russia, Business Russia, the
Nizhny Novgorod Association of Industrialists and Entrepreneurs) in the Nizhny Novgorod region, two of
them are regional branches of all-Russia associations. Despite the greater development of the nonprofit
sector in the Nizhny Novgorod region compared to other regions of Russia (Blonin, Ivashinenko, &
Strelkov, 2008; Nikula & Ivashinenko, 2017), the total number of officially registered NGOs organized
by entrepreneurs in the Nizhny Novgorod region is small (61 organizations) and makes up less than 2% of
the total number of NGOs in the region (The activities of non-profit organizations, n.d.). At the same
time, a third of them are concentrated in the regional center of Nizhny Novgorod (this is typical for
Russian regions (Blonin, Ivashinenko, & Strelkov, 2008), the rest ones are spread throughout the region,
by 1-2 organizations per district, mainly situated in the district center. In the situation of a rather small
number of non-profit, public organizations formed by entrepreneurs, especially in the districts of the
region, potential entrepreneurs whilst start up their own business mainly rely on their resources and on the
help and support of their nearest surrounding.

The higher level of activity appears in a slightly higher courage for protest activity against
unscrupulous market participants, including natural monopolists’ representatives. Potential entrepreneurs,
more often than the rest of the population, are ready to take part in the boycott of the purchase of goods
and services of unscrupulous sellers (18%), and are also ready to take part in protest rallies against price
increases for natural monopolists services (9%); greater number of potential entrepreneurs morally
supports such social activity (23%).

Potential entrepreneurs, more often than the population of the region on average, have got a
successful experience in protecting their rights as consumers (24% compared to 17% of the population as

a whole); more often they manage to defend their rights fully or partially (Figure 02).

Could run their own business E[ 45 ] 19 _
| 12 [

Will never run their own business @[ 60

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

= Failed to protect their rights = The issue is pending. = Difficult to evaluate

Partly succeeded m Fully succeeded

Figure 02. Success of their consumer rights protection, %

When planning the possibility of running their own business, potential entrepreneurs take into
account the successful entreprencurial experience of the people around them, people of their social

network. As a rule, this is a positive experience of friends, less often relatives (Figure 03).
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Figure 03. Having one’s own business in the nearest surrounding, %

To achieve success, start-up entrepreneurs need to have not only economic and financial resources,
but also social capital, which can compensate for the lack of financial opportunities, knowledge, skills,
information, contacts. Inclusion into friends or family networks plays a very important role both for start-
up entrepreneurs, and for those who are potentially ready to start their own business (Granovetter, 1973).

There are various types of goods and services in the top of the structure of the possible areas of
business. Potential entrepreneurs are more interested in the trade sector, the construction field and auto

services, consumer services (Figure 04).

0 5 10 15 20 25 30

Trade I 07
Building constructions IIEEEEEEEEEEEEIIIIN 1)
Autoservices NI 12
Consumer services I 14
Production I 6
Agriculture I 5
Transportation I 4
Catering mmmmm 3
Education services I 3
Tourism 2
Information technologies mmm 2
Chidren and kids leisure mm 1
Accounting, law counsalting = 1
Health services mm 1
None from above, other I 6

Figure 04. Possible field of business*, %
* Calculated from the number of answers

Potential entrepreneurs, admit the possibility of running their business for various reasons, in

almost half of the cases it is an opportunity to get profit (see Figure 01). The fifth part of potential

entrepreneurs indicates as a possible reason the deterioration of the financial position of the family due to
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loss of work. Forced entrepreneurship is one of the strategies to avoid poverty, especially for families
with children (Bruton, Ketchen, & Ireland, 2013; Varyzgina, 2018).
The potential of entrepreneurial activity of the population depends, among others, on the
assessment by potential entrepreneurs of the level of difficulty of starting a business. The question of how

easy it is to start a business, has caused largely ambiguous assessments of entrepreneurs, however, they

still perceive the situation more positively than the population as a whole (Figure 05).

Could run their own business

21 l
}10'

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Will never run their own business

m Very difficult  mRatherdifficult  m Difficult to evaluate Rathereasy m Veryeasy

Figure 05. Assessment of availability, ease of opening a business at the place of residence, %

Some potential entrepreneurs fear the difficulties in the field of official registration procedure,
therefore, if they would start their own small business, they would prefer not to register it (see Figure 01).
Such a situation, the desire to “go into the shadows” could be perceived as a latent request not only of the
existing business community, but also potential entrepreneurs for the stability of the business
environment in the state as a whole, in particular, the stability of the legislative framework for a long
period of time, reduction of administrative barriers in, procedure for opening and running a business,
reduction of reporting, various audits, reducing of corruption in the field. The similar hampering factors
were identified in Novgorod region (The report of on the condition of competition in the markets of

goods, works and services in Novgorod region, 2018).

7. Conclusion

Potential entrepreneurs are socially active people with a significant amount of resources. They are
potentially ready not only to entrepreneurial activity, but also to participate in social activity of the local
community. Potential entrepreneurs have got a higher interest towards the competitive environment of the
region and towards participation in competition regulation processes in the region.

Potential entrepreneurs fear the difficulties associated with the organization and management of
their in the field of reducing barriers to entry to the market, as well as stabilizing the legal framework,
creating more favourable conditions for both start-ups and experienced entrepreneurs. There is a rather
strong request among potential and novice entrepreneurs for assistance in organizing their business, and
the legal protection of their rights as entrepreneurs. Not only state structures are responsible for that. The
third sector, NGOs may be more active participants of the process. NSOs created to protect entrepreneurs’

interests and rights, are not currently perceived as an effective enough actor in the field of small business

200



https.//doi.org/10.15405/epsbs.2019.12.05.23

Corresponding Author: R. A. Timofeeva

Selection and peer-review under responsibility of the Organizing Committee of the conference
elSSN: 2357-1330

interests’ promotion and business community rights protection; however, there is the potential for the

third sector to expand their activity.
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