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In world economic development, the importance of innovations, including social innovations, is acquiring an increasingly important
role. But it is necessary to take different groups of factors into account in the state's innovation policy, is due to the fact that they can
both contribute to and hinder innovative development. Social entrepreneurship is an effective tool for solving social problems and
contributes to leveling the shortcomings of state management of a market economy. It acts as a connecting bridge between the public
and private sectors, while working closely with both. The aim of research is to determine the stimulating and inhibiting factors for the
development of social innovations. This research identifies factors and effect of social entrepreneurship and social innovation in
regional development. The study uses monographic method, methods of analysis and synthesis, method of scientific induction and
scientific deduction. In scope of the research, the author have clarified role of social entrepreneurship and social innovation in regional
development, and create classification of financing resources for social innovation.

Keywords: social innovation, social entrepreneurship, regional development.

INTRODUCTION

The innovative development of regions can be influenced by different groups of factors, for example, both
technological and social in nature. The need to take these and other groups of factors into account in the state's innovation
policy, is due to the fact that they can both contribute to and hinder innovative development. For instance, values and
behavioral attitudes can have a positive effect on the attitude of the population towards new technologies and entrepreneurship,
which can also influence their economic behavior (Lehtola, Stahle, 2014). The opposite is also true: the results of innovative
development can influence the formation of attitudes towards innovative activity among the population.

In world economic development, the importance of innovations, including social innovations, is acquiring an
increasingly important role, despite significant differences in the level of development of different countries. A characteristic
feature of the gradual transition to an innovative model on a global scale, is the formation of two approaches to the
implementation of innovations - technocratic and socially oriented. The process of development and humanization of modern
society has led to the fact that from a wide variety of types of innovations, a separate type of them stood out — social
innovations related to the social sphere and associated with personal interests, but also with the interests of the state.

The aim of research is to determine the stimulating and inhibiting factors for the development of social innovations.
In this article we examine, that social innovations are viewed as a society's “response” to emerging problems (growth in
unemployment, poverty; environmental change, etc.), as their new solutions, expressed in the emergence of services
aimed at improving the level and quality of life of the population, for the development of new forms of interaction between
the state, business and society, etc., for example, reducing the level of poverty while increasing the level of social
protection of the population and, as a result, relieving social tension.

Perhaps this is why “social innovation” is associated with social entrepreneurship and public-private partnerships.
Note that the need for cooperation between participants in the development and implementation of social innovation
projects is determined by different circumstances, among which, for example, the heterogeneity of non-governmental
organizations, the difference in their incentives and barriers to the provision of social services. (Mumford, 2002) This is
meaningfully expressed in the fact that some organizations can reduce costs on the basis of economies of scale, while
others, on the contrary, are low-profit, but at the same time have social motivation for the development and
implementation of social innovation projects. By uniting various participants in this process, it becomes possible to take
into account each other's strengths, not only economic, but also social motives come to the fore.

Social entrepreneurship is an effective tool for solving social problems and contributes to leveling the shortcomings
of state management of a market economy. It acts as a connecting bridge between the public and private sectors, while
working closely with both. Social entrepreneurship is flexible enough and is able to quickly respond to changes in market
conditions, including under the influence of crisis processes. (Lawrence et al., 2010) Thus, according to the European
Commission, the impetus for the development of social entrepreneurship in Europe was given by the global economic crisis
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of 2009, which caused an increase in interest in systems in which a large number of diverse and equal participants are
involved, including social business. Social entrepreneurship has the qualities of all sectors of the economy, namely, it uses
market instruments in the implementation of its projects, smoothes out social tensions by solving certain social problems,
and helps to eliminate market failures in the production of public goods (European Commission, 2013).

RESEARCH METHODS

The study uses monographic method, methods of analysis and synthesis, method of scientific induction and
scientific deduction.

RESEARCH RESULTS AND DISCUSSION

During the development of innovation theories, many researchers have confirmed, that there are direct correlation
between the innovative development of territories and their socio-economic success: economic growth, increasing
competiveness, increasing business activity and public welfare (Mensch, 1972; Freeman, 1987; Cooke, 1997; Asheim et
al., 1995; Lim, 2004). Consequently, the creation of an effective innovation system that would promote the innovative
development of the theritory is currently one of the priority tasks in territorial and regional development. There are now
more than twenty theories of innovative development of territories in economics, but the focus of current research is to
study social innovation from regional perspective.

Over the last twenty years, there has been growing interest in researching territorial innovation system at the
national or regional level. The concept of modern innovation systems is based on the classical theory of innovation, which
is shown in Fig.1.
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Figure 1. Historical development of the regional innovation and social innovation system

Within the framework of the research, the author has summarized the main findings of innovation theory, in order
to show the formation of innovation and later also social innovation in the regional context (Table 1).

Table 1. Summary of innovation theory findings in a regional context

Scientists Key research findings

Schumpeter, 1934 - emphasized the importance of economic innovation in relation to production;
- separated the concepts of “invention” and “innovation”;

- emphasized the role of the entrepreneur-innovation in the dynamic changes in the economy.

Mensch, 1972 - developed the investment S-model;

- demonstrated that the development of innovation contributes to economic growth.

Freeman, 1987 - examined the intitutional role of the national innovation system, stressing that the dissemination of innovation

technologies requires systematic support in the public and private sectors.

Lundvall, 1992 - researched that the ability of companies to implement innovative development depends on the level of

development and organization of the country’s scientific and technical progress.

Nelson, 1993 - demonstrated that the development of scientific and technical progress is hampered by centralized national
planning and management;
- in his view, a large number of possible independent developments contribute to the diversity of research and
the creation of innovation.

Cooke, 1997 - emphasized the importance of the social and economic process of knowledge/innovation creation in fostering

the innovative development of regions.

Asheim et al., 1995

- identified the role of the region as an innovation system in sustainable economic development.

Doloreux, 2002

- defines the regional innovation system as a set of different organizations and entities that promote innovative
development.

Gertler, 2004

- emphasizes the role of innovation-oriented companies in regional development.

Lim, 2004

- establishes a regional innovation system as a system that stimulates the innovative development of
organizations located in the territory of the region.

Bosworth et al., 2016

- based on the findings of Schumpeter’s theory of innovation, defines the importance and application of social
innovation in regional development.
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As shown on Table 1, research on social innovation in regional context has been developing in last decade, and, by
author’s view, is related to the increase of popularity of social innovation and social entrepreneurship in different countries.

Regarding the issues of identifying the role of social entrepreneurship, it should be noted that there are significant
difficulties in quantifying it in the economy and society: measuring the scale of social entrepreneurship, international
comparison, assessing the contribution to national economies, regional economies and economic unions. The main reason
for this is that in the legislation of many countries there is no legally enshrined definition of social entrepreneurship and
it can be implemented in various organizational and legal forms (Phills et al., 2008).

The development of social entrepreneurship and the implementation of social innovation is one of the priority
tasks of the socio-economic development of the European Union. The main legislative and financial instruments that
indicate the importance of social innovation in the EU can be identified:

1) First of all, the “Europe 2020 strategy and its two flagship directions “Innovation Union” and “European policy
against poverty”. Both areas include large-scale activities and financing the development of cooperation between authorities,
non-profit organizations, business and social entrepreneurs in one or more countries (Europe 2020, 2013).

2) The Social Business Initiative — a number of financial and legislative initiatives aimed at the development of
social entrepreneurship, investment in human capital, research, development and dissemination of social innovation and the
development of microfinance. Financial support includes the possibility of financing from the European Regional
Development Fund (€ 183 billion in 2014-2020) and the European Social Fund (€ 80 billion, 2014-2020).

3) Social Investment Package, a set of measures for the development and use of social investments by the EU
member states for social protection (European Comission, 2015).

It can also be noted that in the social sphere, unlike, for example, the spheres of transport, health care or
construction, the main role in the production and dissemination of social innovations belongs to civil society organizations
— social enterprises, as locally rooted organizations, conductors of current citizens' initiatives. However, it is not yet very
clear what conditions and characteristics of social enterprises determine the participation of an organization in the
production and dissemination of social innovation.

The current situation with innovations can be compared with social marketing, the social foundations of which,
according to Philip Kotler (Kotler, 1991), are primarily the satisfaction of human needs. From the author's point of view,
the impulse from society is one of the necessary elements of social innovation.

It is also important to pose the problem of assessing the effectiveness of social innovations: it is necessary to somehow
measure their effectiveness, to what extent they solve people's problems (Westley, 2010). From the author's point of view, in
our country, there is no significant correlation between the cost of innovation and the contribution to GDP. It is known that in
the case of technological innovations, high risks are covered by high wages and profits, which cannot be the case with social
enterprises, and this must be taken into account by researchers of this issue. It would also be more efficient to look for social
innovations in individual sectors and compare them with each other than to select broadly across all social enterprises at once.

Having studied all possible sources of financing for social innovation, the author proposed a classification of these
sources according to several criteria. The purpose of this classification is to systematize all elements into one structure (Fig. 2).

By time characteristics / terms

v v v

Short-term (less that 1 year) Long-term Termless

A

In relation to the investment object

v v

Internal sources of investment External sources of investment

+ v v

- bank loans;
- microfinance;
- business angels, mentors,

- own funds;
- profit reinvestment;

- government programs;
- grants and financing of special

- capital release. SpONSOTSs. funds;
Financial resources of other economic entities State financial resources
Legal entities and individuals (investors) State institutions

Figure 2. The author's classification of sources of financing for social innovation
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To determine the stimulating and inhibiting factors for the development of social innovations, two areas of support
for the development of social innovations can be distinguished:

- creation of non-governmental specialized organizations that support social entrepreneurship and coordinate the
availability of investment in social innovation;

- government participation, within the framework of which active work is underway on strategic planning,
networking, financing in the field of social entrepreneurship.
We also note three key reasons that hinder the rapid development of social entrepreneurship and the

implementation of social innovations:

- misunderstanding of the very essence of social entrepreneurship, due to which even existing entrepreneurs do not
identify themselves as social;

- insufficiently complete regulation of the financing of social entrepreneurship, difficulties in filing an application
for financing social innovation;

- lack of resources, primarily financial.
To level these problems, it is necessary to solve the following tasks:

- creation of favorable conditions for the development of social entrepreneurship in the region;

- active involvement of social entrepreneurs in the provision of state and municipal social services;

- increasing the efficiency of the system of state support for social entrepreneurship;

- attracting additional financing to the social sphere from medium and large businesses;

- improving the business climate and overcoming administrative barriers;

- creating a positive image of social entrepreneurs in the region;

- popularization of social entrepreneurship among the population;

- development of priority spheres of activity (education, healthcare, production) in order to eliminate the existing
imbalances.

CONCLUSION

For the active development of social entrepreneurship and the active implementation of social innovations, a
scientific study of its concept is required, including the formation of a conceptual apparatus, the allocation of classification
features, an analysis of problems and prospects of functioning. This direction is quite promising for the world scientific
community.

As a result of the research, it has been established, that the development of social innovation in the regional aspect
has been updated only in the last decade, and requires more in-depth theoretical research.

In the course of research, it has been established that the main stimulating factors for social innovation in the
regional aspect are the arrangement of the institutional environment in the public and private sectors, the promotion of
investment access and effective strategic planning. In turn, the factors hindering social entrepreneurship and social
innovation are the lack of understanding of the nature of social innovation, lack of resources (especially financial
resources), as well as various bureaucratic obstacles to the development of social entrepreneurship.

The search for effective forms of financing and methods for regulating the development of social innovation,
involves modeling effective means of efficient financial impact of stakeholders in the creation of specialized
organizations, whose activities can contribute to the more active development of social entrepreneurship and the use of
various possibilities for solving financial problems of its functioning.

Within the framework of this article, it was possible to identify the reasons that hinder the development of social
entrepreneurship, as well as to determine the prospects for the development of this economic phenomenon.
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