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DEVELOPMENT OF SMALL ENTERPRISES IN THE REGION BY ORGANIZATIONAL AND
ECONOMIC REGULATION MECHANISM

Abstract

Koliadenko D.

Candidate of Economic Sciences
Vinnytsia National Agrarian University
Vinnytsia

The article considers the issues of organizational and economic mechanism of regulating the development of
small enterprises in the region, in particular in Vinnytsia region. The author analyzed the organizational and eco-
nomic mechanism of regulation, as well as the analysis of the development of innovative entrepreneurship in the
following main areas: organizational system of regulation of small organizational forms; program-targeted man-
agement of the development of small organizational forms. The article forms a mechanism for regulating the de-
velopment of small business in the region in the agricultural sector, it, according to the author, consists of three
main blocks: conceptual-program, organizational and functional-resource.

Keywords: organizational and economic mechanism, entrepreneurship, agro-industrial complex, small en-

terprises, region.

Formulation of the problem. The innovation and
investment approach to the formation of the optimal
structure of enterprises requires a systematic analysis of
the business environment and optimization of state sup-
port systems for small business development in the re-
gion.

All this requires an in-depth analysis of the pro-
cesses taking place, the development of a strategy for
innovation and investment activities of business struc-
tures, taking into account the further development of
state support for small and medium enterprises in the
region in the agricultural sector. The choice of strategic
priorities for the development of entrepreneurship in
Ukraine should be based on an accurate statement of its
real state, i.e. Those stable and negative macroeco-
nomic factors that are the main obstacles to the strategic
development of entrepreneurship in the agrarian sphere
of the state, and therefore subject to urgent destruction,
since which, even in part, is improving the economy.

Analysis of recent research and publications.
The issues of organizational and economic mechanism
for regulating the development of small businesses in
the regional economy are constantly being studied by
scientists and economists, and practitioners at levels
ranging from households to macroeconomic objects,
but economic realities are making adjustments every
time and require constant improvement, levels. In par-
ticular, such scientists as Salnikov O.M. [2], Ziadat M.
[2], Bilous G. [3], Olvinska Yu. O. [4], Sudak G.V. [5]
have recently paid attention to this issue., Zabarna E.M.
[6], scientists of Vinnytsia NAU Pronko L.M. [7],
Kaletnik H.M. [8], Mazur A.H. [8], Goncharuk 1.V. [9]
etc., but we offer our point of view on this issue, which
is quite important in today's socio-economic condi-
tions.

Formulation of the article goals. The goals of the
article are to identify and formulate the basic concepts
of organizational and economic mechanism for regulat-
ing the development of small enterprises in the region.

The main material. Analysis of the state of small
business in some regions during the years of independ-
ence of Ukraine shows that its internal environment is
dominated by factors that reproduce persistent negative

processes, namely: disorder and disruption of the sys-
tem and the impossibility of self-development, and the
territorial structure of small enterprises by region is un-
even their distribution. Of the total number of small en-
terprises operating in the country, more than half are in
seven regions of Ukraine (including Kyiv, Dniprope-
trovs’k, Kharkiv, Lviv, Odesa regions).

Analysis of organizational and economic mecha-
nism of regulation and development of innovative en-
trepreneurship at the regional level in such aspects as
organizational system of regulation of small organiza-
tional forms of innovative character, program-target
management of development of small organizational
forms of innovative character (SOFIC) in the region,
economic forms and methods will reveal the main prob-
lems and directions of improvement of development of
SOFIC on an example of the enterprises of Vinnytsia
region.

The formation of the development of support in-
frastructure and SOFIC at the regional level is the most
important condition and factor for the progressive de-
velopment of innovative entrepreneurship in the agri-
cultural sector. This infrastructure is part of the organi-
zational and economic mechanism for regulating the
development of small enterprises, in particular in the
agricultural sector. The agro-industrial complex is
characterized by socio-economic heterogeneity, which
affects the specifics of designing economic mecha-
nisms of its operation, as well as areas of social prob-
lems, etc. [1].

As mentioned above, many problems arise in
terms of individual regions, so they are studied by re-
gion, for example, in [4] analyzed trends, problematic
aspects and constraining factors of small business de-
velopment on the example of Odessa region. Priority
directions of state regulation of small business are iden-
tified and recommendations for improving mechanisms
for promoting its development in Ukraine are proposed.

In our research we use the scientific achievements
of scientists of Vinnitsa region, in particular Vinnitsa
National ~ Agrarian  University. For  example,
L.M. Pronko [7] draws attention to entrepreneurship
and believes that the main tools to intensify and support
the development of small business in rural areas is the
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development and implementation of new strategic
plans and development programs for soft loans, financ-
ing of advisory services, implementation of investment
projects, development of regional leasing, rural areas
and environmental protection.

Among the large number of scientific works by
Kaletnik H.M., we would like to highlight [8], where
he focuses on the categories of «human capitaly; em-
phasizing, “quality characteristics and skills of workers
have begun to significantly influence economic growth,
ensuring its expanded reproduction. Social progress, in
turn, has provoked increased efficiency of production
at the expense of man, causing the rapid development
of science, education, health and other spheres of life
associated with man, the essence of this theory is to take
into account the dependence of individual income, en-
terprise profits, society as a whole from knowledge,
skills, professionalism, physical strength and human
health. In other words, a person who invests in a certain
level of education, professional training, professional
development, health improvement - actually forms his
personal human capital and thus, over time, provides
both his own and public income, which is key. In busi-
ness.

Cooperatives, as one of the main forms of entre-
preneurial activity in the country, are paid attention in
their research by I.V. Goncharuk. In particular, in [9]
she states that agricultural service and production coop-
eratives in Ukraine have a huge potential, which we are
just beginning to use, but we all realize that medium-
sized producers are the most valuable part of the state.
One of the strategic directions for solving the problems
of sectoral character and increasing the contribution of

the economy to the social infrastructure of the village
is the development of all types of cooperation in the
countryside, therefore it is necessary to consolidate at
the state level a program to strengthen the state's incen-
tive policy for the development of small forms in the
countryside and their cooperation.

The development of agrarian entrepreneurship in
Ukraine has a not so long period, and, unlike the pro-
cess of formation and development of entrepreneurship
in industrially developed countries, where its develop-
ment took place in a natural and economic way, and be-
cause of this, the sectoral structure, efficiency, and
share of small business were regulated by the market.
Mechanism of competition, in Ukraine for a long time
the state-administrative mechanism of regulation of
small enterprises prevailed, as evidenced by the analyt-
ical approach, which is based on two provisions: in the
system of allocation the legislative, regional and local
levels interact and interact; each level itself creates a
system represented by conceptual-programmatic, or-
ganizational and functional-resource blocks (Table 1).

The conceptual and program block contains the
purposes, principles, methods, concepts and programs
of support of the small enterprise in the agrarian sphere
in general and SOFIC in particular. The concept of reg-
ulation and support of entrepreneurship and SOFIC is
an integral part of regional economic policy. It should
envisage improving the efficiency of this sector of
economy by coordinating the actions of all agencies in-
volved in business development, developing a modern
regional policy on IOIF, involving small businesses in
the development and implementation of business sup-
port programs, information support.

Table 1

Mechanisms for regulating the development of small business in the region*

Conceptual and program block

Organizational

Functional resource block

support programs

includes goals, principles, meth-|combines specialized public administration|covers the main activities of the
ods of concept and small business|and public support of small businesses, as|system and relevant resources
well as infrastructure

and personnel

*Compiled by the author

The system of state regulation of small agricultural
business includes economic, legal and organizational
support of the environment for effective and sustaina-
ble development of small enterprises. The system in-
volves various legislative, executive and judicial bodies
at the state, regional and local levels.

The following general goals of the state activity in
relation to a small enterprise can be distinguished: sup-
port and development of competition in the economy;
equalization of chances for successful start-up of busi-
ness of any initiative citizen who wants to take respon-
sibility for his activity; assistance in solving employ-
ment problems. Creating additional jobs in the dynam-
ically developing agricultural sector - the basis of social
stability, modernization of the national economy; sup-
port for innovation.

These public policy objectives affect the condi-
tions of operation of a small agricultural enterprise - the
implementation of scientific and technical policies that
provide investment incentives for research, as well as
the favorable creation of infrastructure and mechanisms
for implementation of development; contributes to the
outstripping growth of small business.

The specifics of a small business and the setting of
general support goals logically allows you to distin-
guish a number of specific goals, which include:

- creation of favorable general conditions for the
activity of both small enterprises in general and SOFIC
in particular. That is, establishing a legal framework
governing the procedure for registration, licensing, tax-
ation of small businesses; the elimination of various
forms of discrimination against small businesses by
both larger competitors and authorities; ensuring equal
access to resources; creation and maintenance of a spe-
cial infrastructure that allows a small business to re-
ceive some services and resources (training, auditing
and legal services, etc.);

- support for beginners - small organizational
forms of innovative nature;

- support to the SOFIC in depressed regions and
industries;

- facilitating access by small businesses to partic-
ularly scarce or expensive resources.

The set general and specific goals before the con-
ceptual block of the organizational and economic
mechanism of regulation of the small enterprise and
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SOFIC allow to formulate a number of tasks concern-
ing their support: reduction of the transaction expenses
caused by functioning of credit and financial system,
information infrastructure; reduction of the share of
shadow turnover in small business in agriculture; stim-
ulating cooperation between large and small busi-
nesses; additional support for small businesses at the
regional level to overcome monospecialization.

The defined goals and objectives include adher-
ence to certain principles in the regulation of both small
business in agriculture and SOFIC. The following prin-
ciples can be distinguished: systematization and integ-
rity of small business management, protectionism, se-
lectivity, coordination of legislative and regional levels,
and others.

The principle of systematicity and integrity pre-
supposes the delimitation of the scope of administrative
and economic methods of regulation; building organi-
zational management structures based on a clear delin-
eation of powers, rights, responsibilities of representa-
tive and executive bodies of different levels, creating a
system of feedback and information support of state
regulation.

In many cases, small businesses and the SOFIC
experience various types of complications in the initial
stages of their development, and in the future, it is dif-
ficult for them to compete with large enterprises, which
is why the principle of protectionism provides support
to small businesses by public authorities.

The principle of selectivity, on the one hand, is
seen as support for small businesses in certain sectors
of the economy or regions (sectoral or regional priori-
ties), and on the other - as support for certain groups of
small businesses (start-ups, innovative, women's,
youth, etc.). For example, the selective support of start-
up innovative entrepreneurship on a functional basis in
agriculture helps to overcome market imperfections
and creates conditions for the development of this sec-
tor of small business.

The implementation of public policy requires co-
ordination of the legislative and regional levels in order
to effectively achieve the goals by objectively set funds
at each level of government. For example, financial and
infrastructure support should be provided at regional
and local levels. The goals, objectives and principles of
small business support are documented in the legisla-
tive and regional program of small business support.

The programmatic approach allows systematic
work to be done to create a more favorable business cli-
mate both in the country as a whole and at the regional
level. The indicator of creating conditions for the de-
velopment of entrepreneurship in agriculture in the re-
gion is the growing number of small businesses, the
number of employees in the small sector, the average
monthly wage, output (works, services) in small enter-
prises in this area, increasing investment activity busi-
ness entities in the field of agricultural small busi-
nesses.

Specificity of formation of organizational systems
of regulation of small business is determined by pecu-
liarities of development of socio-economic complexes
of regions. To date, there is a rather extensive structure
of small business support organizations in Ukraine.
Both small business entities and the legislative and ex-
ecutive authorities of Ukraine should be interested in

the creation and effective functioning of the small busi-
ness regulation mechanism and the SOFIC, and this
area is a priority in the development of the small busi-
ness sector.

Today, in Ukraine, the organizational system of
regulation of a small business involves different forms
of interaction between hierarchical levels of economic
management, each of which, along with its general
functions, has its own distinctive features, different de-
gree and nature of influence on the activity of business
structures.

Increasing the efficiency of the small business
support system and the SOFIC in agriculture is accom-
panied by increased interaction with the territorial sup-
port structures of small businesses, an increase due to
this quality and the expansion of the range of services
provided to entrepreneurs. The concept of development
of the organizational system of regulation of the busi-
ness complex should be aimed at using the synergistic
effect of the interaction of elements of a four-star verti-
cally integrated support system, including legislative,
legislative-regional, regional and local levels. At the
legislative level, state support is focused primarily on
the formation of goals, priorities, principles and condi-
tions of support for small business in agriculture, justi-
fication of prospects for its development, development
of investment and financial policies to support small
businesses.

Paying attention to the content of the functional-
resource block, it should be noted that it covers the
main activities of the system, the corresponding re-
sources and personnel. The support system of a small
enterprise can operate in two directions: socio-eco-
nomic and investment-economic.

Socio-economic direction considers the develop-
ment of small business as a means of solving a number
of social problems (increasing jobs, developing skills
of independent work, practical understanding of market
laws). The concept of social orientation is based on the
fact that socially useful functions of a small enterprise
should be subsidized by the state and society [2, p. 27].

The investment and economic direction empha-
sizes the importance of small business development in
terms of efficient use of resources of the national econ-
omy and considers investing in small business as an ef-
fective investment. Therefore, the money allocated for
the development of a small business should be consid-
ered not so much as social assistance (although they
also perform this function), but rather as an investment
capable of yielding high returns.

The current domestic practice of functioning of the
small business sector in agriculture has not so long his-
tory (since the 90s of the XX century), and it testifies to
the advantage of social approach in the organization of
support of small business entities, for which there are a
number of objective reasons, and one of the main is the
lack of financial resources to implement another ap-
proach - investment [3, p. 34].

Each direction objectively provides for the availa-
bility of appropriate resources to ensure the effective
operation of the entire organizational and economic
mechanism, which covers various areas of the system.

Having analyzed in general the organizational and
economic mechanism of small business, we can con-
clude that its activities are conceptual and program-
matic in nature, carried out by specialized government
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agencies and support, as well as infrastructure and ob-
jectively requires appropriate resources.

Considering the organizational and economic
mechanism as a system consisting of interdependent
subsystems, it is logical to distinguish in it a subsystem
of the organizational and economic mechanism of the
SOFIC. This subsystem has some differences, such as
the special architecture of the SOFIC support infra-
structure, a conceptually different (in some respects)
SOFIC support program.

Small business in agriculture and SOFIC in the
pre-start period of their development face difficulties
when there is no necessary premises, equipment, finan-
cial resources, entrepreneurial and production experi-
ence. Assistance at this stage of development from all
elements of the infrastructure significantly increases
the chances of a young firm to commercial success.

The effectiveness of support depends on how ac-
curately the key features of the innovation infrastruc-
ture are met, namely:

a) adequacy, that is, the adequacy of the level of
development of support institutions' activities to the
real needs of the SOFIC;

b) accessibility, ie convenient location of infra-
structure facilities and prices acceptable for SOFIC for
services and resources provided;

c) complexity, that is, the presence in the region of
a typical set of institutes (business incubators created
on the basis of a cluster);

d) competitiveness, ie prevention of a monopoly

position of an institution in the regional infrastructure
of the Ministry of Education and Science;

e) state support, ie the use by government agencies
at the legislative, regional and local levels of the whole
set of levers of regulation and resource provision of the
infrastructure of small innovative enterprises in agricul-
ture.

Based on different criteria of content, scale and
methods of financing, different organizational forms of
regional innovation management are formed. Given
that innovative infrastructure is a collection of institu-
tions of three main types and, taking into account the
criterion of classification of the breadth of the range of
services and resources provided by SOFIC, we propose
to identify the following types of institutes of SOFIC
infrastructure:

1) narrow-profile (single-function);

2) multidisciplinary centers «growing» SOFIC or
business incubators;

3) complex territorial formations, which are zones
of accumulation (“nesting”) of SOFIC and business in-
cubators created on the basis of clusters. Therefore, the
innovation infrastructure can be represented in this way
(Fig. 1).

Information and educational bodies belong to the
narrow-profile institutes of innovation infrastructure of
small organizational forms of innovative character.
They are a system of training and advising profession-
als in innovative business areas.

Sizciﬁﬁdaﬁt;hc +——— [Innovatrve mfrastructure of SOFIC  [——» Eﬁrgiﬁﬁg:;
bodies l for mterests 3OFIC

Specialized msti- Multidizciplinary Comprehensive
tutions mstitutions territorial educa-

l l tion

- financialsupport - busmess mcuba-

bodies; tors (baszed on clos-

- product certfication ters);

bodies; - regional mnova-

- patent authorities; tion centers;

- mformation and edo- - regional technolo-

cationalorganizations. v centers.

Fig. 1. Innovative Infrastructure of Small Organizational Forms of Innovative Character (SOFIC)*

* Compiled by the author

Regional centers of small business development
should take a greater share in the information service of
small organizational forms of innovative character and
training of entrepreneurs-innovators. There are quite a
few enterprises and organizations operating and mar-
keting their information products in the Ukrainian in-
formation market. Today we can say that the market of
information products and services has formed into the
most developed sector of business information. A
Ukrainian entrepreneur can receive on a commercial
basis virtually all types of information services offered
in the world market.

The next big block in the system of innovation in-
frastructure of small organizational forms of innovative
character are multidisciplinary centers, which include
business incubators, created on the basis of clusters.
The economic agricultural cluster has minimal internal
(endogenous) differences and significant external (ex-
ogenous) differences in the development of productive
forces, in particular it reflects the state of land supply,
the level of employment of the rural population and in-
vestment potential.

A business incubator (also called an innovation
center, technology center, center of innovation and en-
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trepreneurship, etc.) is a service organization that pro-
vides small innovative business premises, marketing,
management services, etc.

With the assistance of business incubators, tenants
are able to “communal” company placement, lease
space at below market rates, access to financial and pro-
fessional assistance, and in agriculture - to search for
land and agricultural equipment. In addition, an envi-
ronment is created for constant contacts between firms
within the incubator and with outsiders, firms and or-
ganizations that are part of the incubator's business net-
work, as well as the sharing of support services. All this
significantly reduces costs for the needs of the firm and
facilitates its introduction into the market with less risk
associated with getting started. As a result, MOFICs in
rural areas have a chance to become a viable cluster in
2-3 years.

The main purpose of incubators and a criterion for
the effectiveness of their work is to increase the sur-
vival rate of agricultural businesses that are starting
their activities. However, this is not the sole purpose,
but there are other incubator tasks related to the eco-
nomic development of the regions.

Business incubators are a new, largely experi-
mental type of organization for managing the initial
growth of a cluster in agriculture. The idea of this or-
ganization is undoubtedly quite constructive, since it
includes the ability to create a tool of conscious influ-
ence on the spontaneous process of formation of the
small format business community (business formation)
and, above all, it’s the most promising sector - innova-
tive small business.

The advantage of making budget support deci-
sions is the use of business incubator creation and de-
velopment projects, which have a clear specialization
and are focused on high-tech enterprises in agribusi-
ness. All of its elements are interconnected as a cyclic
cross-industry complex. Changes in one of them re-
quire a proper restructuring of the whole structure of
the complex. Therefore, the agro-industrial complex
should be considered as a dynamic system that allows
to model intersectoral relationships and proportions [1]

Increasing the role of innovation in economic
growth at all levels of the economy and accelerating
scientific and technological progress has become for
the economy the problem of transferring research re-
sults and new technology from research institutions to
industry and agriculture and, consequently, the problem
of forming new forms of science and business in addi-
tion to the traditional (licenses, contracts). The essence
of these new forms of interaction between science and
business is to perform the function of a tool of scientific
and technical exchange, expanding the information
field of both parties, technological monitoring, as well
as the division and reduction of costs to create an inno-
vative product.

Mechanisms for insuring foreign investors' funds
against political, economic and other risks on the basis
of collateral secured by real state assets should play an
important role in attracting foreign investment. Patents,
mineral deposits, property of enterprises producing
competitive products, etc. can be used as such assets.

Thus, in Ukraine it is necessary to develop infra-
structures capable of providing all regions with equal
access to innovative development. According to scien-
tists, in the near future, it is innovation economy as one

of the state priorities and an independent sector of the
Ukrainian economy that will help to increase the com-
petitiveness of its other industries by significantly in-
creasing the added value through innovation.

In turn, the state regional policy should initiate a
gradual transition to an innovative model of develop-
ment, creating mechanisms that stimulate innovation,
ensuring the concentration of resources on priority ar-
eas, creating conditions for strategic partnership gov-
ernment - business - public institutions, developing in-
terregional cooperation, implementing modern technol-
ogies management of regional development in
accordance with the strategy of increasing the compet-
itiveness of Ukraine and its regions.

In Vinnytsia region, the process of forming an or-
ganizational and economic mechanism for regulating
small innovative entrepreneurship is quite active. In
spite of the crisis phenomena of the past years, in recent
years positive tendencies of economic activity of the in-
novation complex of Vinnytsia region have been
clearly revealed. This is evidenced primarily by the
adopted and successful Program for the development of
innovation in the Vinnytsia region until 2020.

Within the framework of tasks for development of
infrastructure of innovative activity in the territory of
Vinnitsa region it is necessary to distinguish the follow-
ing:

- to promote the creation and development of or-
ganizations that promote the innovative activities of or-
ganizations: development commercialization offices,
business incubators, including for clusters;

- to form a system of attracting investments for in-
novative projects with the participation of both state
and private (including foreign) capital;

- promote the establishment of a system of inter-
national certification of innovative products;

- to support the creation of a system for promoting
innovative products produced in the region on the in-
ternational market;

- to organize training on commercialization of sci-
entific developments;

- to constantly monitor the development of the in-
novative sector of the economy.

The mechanism of implementation of the Pro-
gram, which is periodically adopted in the region, in-
cludes informational, legal, organizational, personnel,
scientific, logistical support for its implementation. In
order to implement the Program, the state customer -
Vinnytsia Regional State Administration:

- provides information support for participants in
innovation activities;

- forms clusters of innovative organizations;

- promotes the promotion of innovative products
of Vinnytsia region organizations to the domestic and
foreign markets and enhances the competitiveness of
innovative products;

- promotes the development of international rela-
tions in the innovation sphere of Vinnitsa region organ-
izations;

- develops elements of innovation infrastructure of
Vinnytsia region;

- ensures effective interaction of innovation infra-
structure facilities.

In connection with the innovation policy formed
in the Vinnytsia region and the adopted regional pro-
gram for the development of innovation, the following
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scheme of organizational and economic mechanism for
regulating innovation business is proposed (Fig. 2).
Successful development of a modern economy is
not possible without a significant increase in the share
of competitive high-tech innovative products in the to-
tal GDP, which is the end result of the commercializa-
tion of research and development. At the same time, the
analysis of the dynamics of development of the main
branches of the Ukrainian economy, including and Vin-
nytsia region over the years of reforms allows us to note

the persistent negative consequences of the crisis, lead-
ing to a significant decline in the level of innovation
activity. Most organizations in the region have elimi-
nated research and development units, significantly re-
duced scientific and engineering personnel.

Despite the crisis of the past years, in recent years
in the Vinnitsa region positive tendencies of economic
activity of the regional innovation complex have been
revealed: innovative processes have intensified, inno-
vation activity of the organizations of the region has in-
creased significantly.

Public organizations
that provide support
and promotion of the

The program of development of
innovative activity in Vinnytsia
reoion

Legislation (laws, regu-
lations, programs)

interests of the SOFIC

Specialized public
administration bodies

Program of stimulation of small
organizational forms of innovative
character (SOFIC) in Vinnytsia
region

Specialized institu-
tions

The concept and strategy of stimu-
lating SOFIC in Vinnytsia region

Multidisciplinary cen- ]
ters

Complex territorial
formations <

Innovative structure of SOFIC

ll

Infrastructure tasks:
- Legal support
- Information support

- Training

- Investment and financial support
- Production and technical support

conducting competitions;
information consulting;
business incubator services

Programs, forms, methods and approaches
to their implementation

Organization of the man-
agement process

—

i

i

Functional-oriented
(investment ap-

Socio-oriented ap-
proach

proach)

i

-increasing the number of innovation-active organi-
zations;

-increasing the economic activity of organizations of
scientific and (or) scientific and technical sphere;
-introduction of scientific and technological devel-
opments into the production complex; -increasing the
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Fig. 2. Concepts, principles and objectives of innovative business in the region
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In order to coordinate the efforts of public author-
ities and administration in Vinnytsia region, partner-
ships have been formed with organizations in the re-
gion, domestic and foreign investors. On the basis of
multilateral agreements, Vinnytsia region cooperates
with the Fund for the Development of Small Forms of
Enterprises in the Scientific and Technical Sphere, the
Chamber of Commerce and Industry of Vinnytsia re-
gion and other organizations. The Vinnytsia region ac-
tively participates in the competitions of the programs
of the Foundation for the promotion of small forms of
enterprises in the scientific and technical sphere.

Thus, in Vinnytsia region, with the support and ac-
tive participation of state and public organizations, the
process of creating and developing all the necessary
basic elements of support for innovation activities,
which in the aggregate are capable of contributing to
the economic activity of small innovative enterprises,
continues. In turn, as world experience shows, the
funds invested in the innovation infrastructure return
for the state by increasing employment and increasing
tax collection, and for private investors and entrepre-
neurs - new markets for goods and services.

In the regions of Vinnitsa region there is an inno-
vative situation with different ratio of the size of inno-
vative potential and the level of its use. On the whole,
virtually all districts have low investment and innova-
tion attractiveness.

In our opinion, the long-term strategy of socio-
economic development of each district of Vinnytsia re-
gion can change the situation: it is necessary to create
conditions for their sustainable competitive develop-
ment, which will attract significant investments in the
region's economy.

The basis of such development of the territory in
the modern world is innovations and the national inno-
vation system. Today Vinnytsia region adheres to the
innovative development strategy and the strategy of
creating a national recreational zone. Undoubtedly, the
implementation of each of these strategies gives posi-
tive results. However, we understand that today is the
time to move to an innovative breakthrough strategy.

The creation of a regional innovation system
should be the main goal of the innovation breakthrough
strategy. A regional innovation system is a set of inter-
dependent structures engaged in the production and
commercialization of scientific knowledge and tech-
nology. Permanent introduction of knowledge-inten-
sive technologies and development of a more high-tech
method of production are possible in the conditions of
a regional innovation system.

The organization of innovative development of the
region at the level of municipalities is due to business
incubators, which through personal connections attract
the attention of venture capital, contribute to the devel-
opment of the region in which they operate, primarily
in terms of employment, business network, local re-
structuring economy through the creation of new enter-
prises, the creation of a cluster structure.

As mentioned above, clustering - the formation of
territorial clusters is an effective tool for the develop-
ment of small organizational forms in general and small

organizational forms of innovative character in partic-
ular. Clusters are groups of large, medium and small
enterprises, including agricultural enterprises, which
are located in the same territory and interact through
production and scientific cooperation. These are eco-
nomically connected enterprises that apply a scientific
approach to production, which today is one of the
promising areas in the development of innovative econ-
omy in the region.

The regional center of science and technology of
Vinnytsia region could take on the following functions:
to participate in the development of regional scientific
and technical policy aimed at creating and developing
competitive products and technologies on the market;
develop regional scientific and technical programs and
coordinate their implementation after approval by local
authorities; to finance, incl. on a venture basis promis-
ing, especially export projects, primarily small and me-
dium-sized innovative enterprises; to assist in establish-
ing international relations, in evaluating the effective-
ness of proposed technologies and cooperation
schemes; to advise and inform firms, first of all, small
and average on questions of scientific and technical
marketing, transfer of technologies, development of in-
novations.

The financial side of the innovation breakthrough
strategy involves the use of own and borrowed re-
sources. However, in the first stage, budget resources
play an important role, because during this period the
financial institutions of the regional innovation system
are only emerging and, as a consequence, there are no
own sources of investment, so initial funding is possi-
ble mainly from the state and regional budgets.

The innovation and investment potential of Vin-
nytsia region, as well as the political will of the regional
authorities allow to form a budget for the development
of Vinnytsia region, which consists of similar budgets
of all districts of the region. Such a budget can become
a source of financing innovative investments already at
the stage of formation of financial institutions of the re-
gional innovation system, concentrating investments on
key areas of development and forming points of inno-
vative growth.

In the process of forming a regional innovation
system of Vinnytsia region it is necessary to take into
account the principles of system and program-targeted
approaches. That is, the regional innovation system
must adhere to clearly defined goals, have an organiza-
tional structure to perform the tasks, have a technical
and material base - only in this case, in our opinion, it
is possible to achieve a synergy effect. It consists not
only in the creation of high value-added products and
in the growth of budget revenues at all levels, but also
in the development of knowledge-intensive production,
including research, technology and human capital, as
well as in the further sectoral and territorial implemen-
tation of innovations.

Today, public authorities are effectively deprived
of the authority that would allow them to pursue an in-
novative policy of national importance. Low interest in
the development of innovative activity of the regions of
Ukraine and Vinnitsa region in particular has a rooted-
ness in the key range of problems that they face:
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- the lack of a comprehensive system of economic
and legal mechanisms for regulating the process of
commercialization of research and development;

- lack of an effective infrastructure for innovation
and protection of intellectual property in the transfer of
high technology;

- lack of effective mechanisms for involving local
technological and intellectual resources in economic
turnover;

- insufficient orientation of Ukrainian organiza-
tions to domestic applied science as a source of innova-
tion;

- weak development of mechanisms for financing
risky projects (venture investment);

- aging of scientific personnel, insufficient influx
of young people, outflow of trained youth from the field
of science.

Along with the above problems, the lack of a legal
basis should be singled out, because the very concept
of «innovationy is not a legal concept. The complexity
of this issue is that the main concept of the field is not
defined terminologically. On the one hand, there is a
legal framework governing the area of intellectual
property, but it does not have a clear definition of basic
concepts, fuzzy evaluation criteria, no statistics, no
monitoring, no objective evaluation of innovation po-
tential, because it is not clear which enterprises are in-
novative . In view of this problem, it seems to us possi-
ble to solve it by developing a legislative framework,
which includes the definition of concepts of «innova-
tion» and «innovation activity», as well as related ele-
ments of infrastructure (business incubator, etc.). .).

A strategic approach to regional development in-
volves understanding and assessing regional strengths,
weaknesses and opportunities. At the same time, weak-
nesses should be considered as potential opportunities
that are areas for innovative investment. Based on a
systems approach, all authority for resource manage-
ment and responsibility for implementing the strategy
in the region should be transferred to a single organiza-
tion that will report publicly and systematically on its
activities. Cities, especially large metropolises as
sources and centers of concentration of innovation po-
tential, have a special place in the strategy of innovative
development. The implementation of the strategy of in-
novation breakthrough requires flexibility and proac-
tivity, it is necessary to predict and shape the behavior
of consumers of innovation, to participate in the for-
mation of trends in the investment market and the mar-
ket of knowledge-intensive products. The task of re-
gional authorities is to reduce and control risk factors
(lack of information advice to investors on the strategic
potential of the region and cities; lack of plans for stra-
tegic development of the region as a whole and its indi-
vidual territories and the body responsible for current
future investments; underdeveloped market, transport
and financial infrastructure, etc.).

A scientific and technological breakthrough, in-
cluding in agriculture, cannot be made without the ac-
tive participation of the state, which is expressed in the
following forms:

- development of a legislative framework that de-

fines and delineates the basic concepts of the innova-
tion sphere;

- development of prospects for the strategy of sci-
entific, technical and innovative development of Vin-
nytsia region, which would serve as a directive for the
public sector and public administration, as well as a
guide for the private sector, domestic and foreign inves-
tors;

- a differentiated approach to the choice of priori-
ties for the development of science, inventions, tech-
nology and technologies, taking into account their tech-
nological level, as well as the allocation of those areas
of research and innovation that will provide all-Ukrain-
ian leadership, employment and maintenance of prom-
ising market niches;

- development of regional programs aimed at cre-
ating favorable conditions for the development of inno-
vative entrepreneurship and innovative infrastructure in
the Vinnytsia region;

- improvement of qualification of employees of
executive bodies of Vinnitsa region, whose function is
to solve issues on development of investment and inno-
vation activity in the region, organization of infrastruc-
ture for support of innovative entrepreneurship, repre-
sentatives of small business and mass media of Vinnitsa
region.

Thus, in order to increase the investment attrac-
tiveness of Ukraine and the regions and attract invest-
ment in the region's economy, it is necessary to develop
and implement a comprehensive long-term concept of
innovative development.

Currently, the issues of attracting investment and
organizing investment activities in the Vinnytsia region
are a number of governmental and non-governmental
structures, among which only at the level of regional
authorities can be named the following: regional state
administration (Main Department of Economy, and In-
vestments), Regional Council, Vinnytsia Regional
Branch of the Ukrainian Union of Industrialists and En-
trepreneurs, Chamber of Commerce and Industry,
Agency of SME development, Vinnytsia business incu-
bator and others. It can not be argued that almost all
departments of regional governments are in one way or
another involved in investment problems and are en-
gaged in their search and attraction. Local authorities
are also active in attracting investment.

Situational analysis of individual elements of the
regional investment market was conducted on the basis
of the data obtained from the survey. The choice of the
survey as a research method is due to insufficient cov-
erage in the scientific literature and the official press of
regional problems of attracting investment. The prob-
lem is usually considered at the level of either macro or
microeconomics. The respondents were representatives
of state and business structures - subjects of investment
activity in the region. The purpose of the survey is to
evaluate investment processes in the region directly by
their participants.

Respondents were asked about the availability and
nature of investment policy in the region, the state of
coordination of investment activities and the need for
it, the nature of investment demand and supply, and
their relationship with priority areas of socio-economic
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development of the region, the factors that stimulate
and discourage investment processes in the region, etc.
The survey allowed us to draw the following conclu-
sions.

According to the respondents, there is no clear in-
vestment policy in the region. Indirect reflection of the
investment policy of the region is the socio-economic
priorities formed in the main programming documents
that determine regional development.

Respondents noted, to a large extent, the sponta-
neous and casual nature of the formation and satisfac-
tion of investment demand in isolation from socio-eco-
nomic and structural priorities. According to the sur-
vey, all economic entities in the region are interested in
raising awareness and increasing the transparency of
the investment market.

Other important areas of modern agricultural co-
operation, including the development of relations with
enterprises of the agro-industrial complex, are not fully
implemented.

As a result of the reform in the field of repair and
maintenance enterprises, repairs of agricultural ma-
chinery and equipment have been concentrated in agri-
cultural organizations, whose capabilities are designed
only for their own needs, so only 9.5% of small busi-
nesses use their services. Scientifically-based recom-
mendations for the organization of repair and mainte-
nance of small businesses, which recommend a three-
tier system of technical service, based on the options of
the organization:

- own simple types of equipment, indoor and out-
door parking and regulation areas;

- cooperatives and societies that are technically
complex, including mobile workshops;

- repair and technical enterprises that exist in the
region at the district level.

The analysis of the work of rural cooperatives al-
lows to conclude that the main directions of their devel-
opment for Vinnytsia region may be:

- vertical cooperation of small business organiza-
tions in the field of processing and marketing of agri-
cultural products, able to compete with processing en-
terprises. The serious arguments in favor of it can be
considered: the possibility in this case of reducing the
loss of products, preserving its quality, saving transport
costs, increasing employment, improving the provision
of food to the population;

- rural credit cooperation, based on the pooling of
financial resources of rural entrepreneurs to promote
the formation of working capital and fixed assets of
farms;

- horizontal cooperation, which has the form of
small informal associations that share equipment and
carry out part of the work;

- cooperation in marketing and information and
consulting services.

In our opinion, in order to intensify the coopera-
tive movement in the agricultural sector, which, as al-
ready shown, promotes the development of small busi-
ness in rural areas, it is also necessary to strengthen le-
gal support for the cooperative sector and to remove the

dictates of processing structures.

Conclusions. After analyzing the overall organi-
zational and economic mechanism of small business, it
was concluded that its activities are conceptual and pro-
grammatic in nature and are carried out by specialized
government agencies and support, as well as infrastruc-
ture. This mechanism covers various activities of the
system, objectively involves the use of appropriate re-
sources and consists of interdependent subsystems,
among which it is logical to distinguish the subsystem
of organizational and economic mechanism of small or-
ganizational forms of innovative character (SOFIC).
This subsystem has some differences, such as the par-
ticular architecture of the SOFIC support infrastructure,
a conceptually different (in some aspects) SOFIC sup-
port program.

An organizational and economic mechanism for
regulating the development of small business in the re-
gion in the agricultural sector, which consists of three
main blocks: conceptual-program, organizational and
functional-resource.
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