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Practical tools for assessment of strategic risk factors of
entrepreneurial activity
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ABSTRACT: The environment of enfrepreneurial activity s aumerous and heterogeneous. It includes
2 large mumber of components, which influence organization in a different extent, nafure and frequency. The
question of assessment methodology of the enfrepreneurial activity strategic risk factors is sufficiently
important. The aim of this study is to develop an assessment methodology model of the sirategie rsk factors
of enirepreneusial activity with the application of a scenario-based approach to identify dependencies of the
sisk factors wsing statistical data for 10 years. Changes in the extemal common business environment mean
strategic ik factors. The following methods were used in this sfudy: a) questionnaire of enfrepreneurs and
‘managers of small and medivm enterprises, the Central Bank staff. and scienfists for the puspose of selection
of indicators characterizing the external business environment; b) correlation analysis; ¢) regression analysis;
@) Delphi approach: ¢) scenario analysis methods. As a resulf of the conducted study, the main factors that
exert the most significant influence on the entreprensurial activify were identified Frithemmare, a working
Iypothesis concerning the fact, that increase of standalone strategic risk factors does not always exert
negative infinence on the enirepreneuial activity was confirmed. The proposed tools of risk factors
assessment and their influence on the entrepreneurial activity may be used both for assessment of the

organization environment and for assessment of various rsk sitations aimed at further use of the obained
information in decision making.

1 INTRODUCTION income generating
Having smdied the development of the
Curent business climate in Russia is essence and the concept of enfrepreneurship, it

determined by the growing globalization, restriction  should be noted that throvghout the history of

on fieedom of trade as a_result of economic
sanctions, increased competition, intensification of
investments, at both the regional and global level
the weakening of state conirol in the key industries
of the Russian economy, the growth of fechnogenic
catastrophes, universal informatization and rapidly
developing technologies

"At present period of the national economy
development, the issues of fonmation and
development of the Russian entreprenensship are
‘bhighly important, so that they have gained not only
economic but also social character.

Many modem researchers suggest that the
sisk s always the comerstone of business, but it &
not an entreprenenrship by itself. because it is
typical for many other civil and economic relations.
‘which cannot always be aftributed to the business.

Entrepreneucial activities is an_initiaive
activities people. camied out uader their
responsibility and the main purpose of this actvity i

economics the concept of “enrepreneurship” has
‘been constantly linked with the concept of “risk’

Al of this leads to increase in the uncertainty
of the environment and the effects of amiltiple isk
factors on the entrepreneurship

Therefore, the control and assessment of
entrepreneurial activity risk is a major challenge,
oth for small and large businesses.

Risk management issues were considered in
arions aspects in the works of domesti, as well as
foreign researchers.

Among the researchers, who have made a
seal contribution to the development of the theory
‘and methodology of management and assistment of
sisk factors, we can highlight the works of the
following researchers V. Avdiysky (012), V.
Vyatiin, V. Gamza Yu Elkaterymoslavsky. P.
Kamushko, (2002, 2003), R. Kachalov (2012), M.
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Kri, D. Galai, R Mark (2011), A Kryukova, R
Fedosova (2008). Nast (2003).

‘The environment of enireprenensial activity
is mumerous and heterogeneous. It includes a large
oumber of components,  which influence
organization in a different extent, matwe and
Srequency. The question of assessment methodology
of the enfrepreneurial activity strategic risk factors &5
sufficiently important.

The aim of this stdy is fo develop an
assessment methodology model of the strategic isk
factors of enfrepreneurial activity with the
application of a scenario-based approach fo identify
dependencies of the risk factors using staistical data
For 10 years

By sirategic risk factors are understood
changes in the external common business
eavironment: politcal (11 factors), economic (9
factors), technological (7 factors), intemational (5
factors). social and demographic (8 factors),

2 METHODOLOGY

Methodological approaches to the assessment
of the macroenvironment  (strategic risk_factors),
meso-, micro- and nano-medive. as well as the
intemal envisonment of the organization (tactical
organization entourage isk: factors) were developed
in accordance with the systematic approach in the
course of the study.

The assessment of strategic factors in the
cousse of the smdy was carried out by use of the
quanitative methods. The analysis includes political
economic, social and demographic, technological
and intermational aspects, which influence on
organizations.

The assessment of strategic risk factors was
carried out i several stages:

1. determination of the strategic factors
(by expertise);

2. selection of indicators characterizing
the sirategic rsk factors (defined by experts).

3. selection of resultant indicators:

4 guibering figwes fom  relisble
sousces and theis primary processing:

5. construction of the comrelation model
of analysis of the correlations;

6. identification of key risk factors that
influence the enirepreneurial activity of the
organization:

7. development of the regression model
and s test forthe representativeness;

S amalysis of the repression model
(when consirueting the regression model. the rafio of

‘gazelle-companies was chosen as a final indicator in
he total mumber of organizations:
9. selection and development of
scenarios of change of actual strategic risk factors;
10. detection of changes i mtio of
‘gazelle-companies in the structure of the national
economy according to th selected scenarios.

3 RESULTS

The conelation asalysis was camied out
which allowed fo identify the man factors
influencing the growh of the "gazelle-companies.”

“The mumber of "gazelle-companies” has been
chosen 25 2n indicator of the business environment
for etrepreneusial acy.

Gazelle.companies  arefast-growing
companies that provide revenue growth of 20% or
higherin each year for at least 5 years in a row

‘The analysis of simple comlation has shown
that the rate of the state and dymamics of gazelle-
companies in Russia had a high level of relation to
theincrease (decrease)in the following factors:

~ frequency of changes in legislation (-0.9)
~ state monetary policy (0.5)
~ changes in USD exchange ate (0.5).

On the basis of the reslts of comelation
analysis it can be concluded that the cument macro
envitonment is characterized by the fact that the
‘rowth of these factors has negative effect on the
increase in ratio of gazelle-companies 2d this 5
evidenced by a twend that emerged after 2008
However. the growth of inder of the monetary
policy of the state (dynamics of the money supply
(M2)) in 2007 favorably affected the increase in the
atio of gazele-companies.

A5 2 tesult. a working Bypothesis was put
forward, it meant that the growh of gazele-
companies was adversely affected by the growth of
the US dollar exchange rate and the increase of
Srequency of changes in legislation. but the growth
of the monetary policy of th state (the growth of the
M2 money supply) will ave a postive impact

In order o prove the proposed working
ypothess the regression model was suggested.

The amalysis of msk fators for
macroenvirooment of the organization in the
resulting regression model allowed to reveal the
cusrent trends of strategic sk factors and to build a
real model (with wsing of Excel) according 1o a
formmia (1)

F=17.64- 023X + 0.000155-029%;, (1)
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where i~ frequency of changes in the legislative
sl

X~ monetary policy o th sate:

X, — changes in the RUB to USD rate

The regression model charcterizing the
interaction of riske factors outlined above includes
cnly three srategic risk factors that affect the
dymamic development of demestic organizations. At
the same time, the monetary policy of the state kas 2
beneficial effect, and the changes mate in the
Iegislative Sield and the rise of the USD exchange
rate is negative, which substantiates the suggested
working hypothesis.

‘The development srategy of the organization
i largely determined by changes in the general
scenario of the business envizonment. In the course
of this work. three options of scenarios kave been
analyzed.

“The values of the isk factors for a realistc
scenario were projected by applying constructing
tend fines wsing diffeent methods (lnear
Iogarithmic_and_polynomial) widely uwsed_in
cconomic forecasts (VA Sychev (2010). EV.
Puctikov (2011)). The criferia for the reult selection
was the approximation coefficient K¢ for each
‘method

For the factor .

in the construction of the logarithmic trend
tne

X1 16.261in(a)3.7384 = 47.774

B =07778;

i the construction of the linear trend ine

X1=427270-4.8 = 6889

F=o9161

in the consiruction of the polynoml trend

X1=0087153+3 3144046 7167 = 76.03
B%=00185
Based on the mavimum value of the

approximation coefficient (09185) one_should
choose the result cbiained using polynomial trend
line that equals X1 = 76.03.

A similar calculation for the ofher two factors
was conducted:

~ By means of the factor 2 the realistic
forecast has also been obtained using polynomial
trend line X2 = 56131 45 (when &%= 0.9903).

— By means of the factor 3 the realistic
forecast bas been obiained wing the same
‘polynomial trend line X3 = 4163 (when =
06299)

To calculate the optimistic and pessimistic
scenarios figures were biained by expertise and
‘based on forecasts by the Ministry of Economic
‘Development and Ministry of Finance. The expert

‘roup was composed of employees of the Central
Bank (3 persons), scientists - experts in this Seld (7
persons) and sepresentatives of the business
‘community (5 persons).

Indicator values for the first actual strategic
sk factor — frequency of changes in legislation - i1
the optimistic scenario of development (increase in
the ratio of gazelle-companies i the strucfure of the
national economsy) should be reduced by 3%, while
the pessimistic scenario calculations suggests
increase by 11%. According to the second risk actor
in this group - the monetary palicy of the state the
importance of indicators in the optimistic scenario
should improve by 15%, and at the pessimistic - by
9%. The third sk factor - changes in the RUB to
USD rate, should remain at the level of 2013 in the
optimistic scenario and increase fwofold, comparing
with 2013 at the pessimistic one.

The projected data of changing the actual
strategic risk factors (general business environment)
by types of scenarios are presented in Table 1. (The
value of the coefficients of a realistic scenario was
etermined by the construction of the frend line, and
the optimistic and pessimistic - by expertse).

The table also shows the weighting factors
for each actual strategic sk factor.

Table 1. Scenarios of the cument sirategic sk
factors change

T Scomor

m | Rk fcors [Tl | opumsnc | peme
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= The values of the risk factors in the forecasting.
** The weighing coefficient of a factor
(determiined by expertse).

The proguostic values of cument strategic
dsk factors vader different scenarios allow
etermining the level of gazelle-companies in such
scenarios. For this purpose, for the defermination of
changes in ratio of gazelle-companies in the
struchure of the national economy selected indicators
on scenarios were used substitutionally in a teal
‘model (1),

‘According to the realstic forecast

¥ = 1764 023°76.03 +0.00015°56131.45
0.20%4163=—3.5

‘According to the optimistic forecast.
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7,64 023°49.42 +0.00015°64351.17
020*326=63

“According to the pessimistic scenario

¥ = 17.64- 023°8439 +0.00015°51079.62
—020%652=-1302

As a result of calculations it should be
concluded, that if the trend of development of the
indicators under review contiues, the gazelle-
companies ratio will be reduced to almost zero, and
after 5 years, their ratio will be even below zero,
while according fo the optimistic forecast the
increase by 6.5 % is expected, and according t0 the
‘pessimistic - dzop below zero,

4 CONCLUSION

The proposed method of assessment of
strategic risk factors is based on an analysis of
statistical data for the period of fen years and the
Sorecast based on these data, with the aid of scenario
‘analysis techniqes.

The conducted study identified the main
Sactors that exert the most significant influence on
the enirepreneurial activity, and a working
bypothesis that the increase in rates of certain
strategic risk factors does not always exert a
‘negative impact on the entrepreneurial activity was
confirmed. The growth of the US dollar rate and
Srequency of changes in legislation have a negative
impact, but the growth of the monefary policy of the
state (the growth of the M2 money supply) will have
a posiive mpact

‘The originality of the proposed method lies
in the fact that ration of gazelle-companies was
selected as a resultant indicator in the fotal mumber
of organizations. The mumber of gazelle-companies
cmn only gow within a favorsble extemal
eavironment and minimization of the actual strategic
sisk factors. Therefore, in this case, the mumber of
‘gazelle-companies is the indicator of the state of the
‘business environment, if their umber grows due fo
the inflence of any factors, the business
eavironment is favorable, and if it is reduced then
the environment is unfavorable.

This technique includes a large mumber of
components, which have a different estent, nafure
and Srequency of impact on the organization. The
question of assessment methodology of the
entrepreneurial activity srategic fisk factors is
sufficiently important.

“Ths, the results of the study made it possible.
to get the chamcteristics of extemal risk
eavironment in the cumrent period for the enfire
‘Russian business (current strategic risk factors). The

proposed risk factors assessment tools and. their
impact on the enrepreneurial activity can be used
both o assess the environment of the organization.
and for the evaluation of various risk sitiations in
order to further se of the obtained information for
decision-making.
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