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ABSTRACT 

The article deals with a functional issue of ensuring an effective utilization of 

entrepreneurial potential in the service sector. When considering theoretical and methodological 

bases of forming and ensuring the effective use of entrepreneurial potential in a competitive 

environment, the emphasis is placed on the essence of the entrepreneurial potential, which is 

characterized by the ability of a business entity to form all types of economic resources that it 

can possess or attract from outside and the ability to effectively use it to satisfy needs of 

consumers and obtain economic benefits, increasing their value in the long run. 

The main types of entrepreneurial potential include basic means of doing business, 

commodity resources, labor resources, financial resources. The specifics of potential formation 

and utilization are considered in the study of economic mechanism of entrepreneurship 

functioning in the service sector, which aims at maximum satisfaction of consumer needs, 

formation of a wide range of products, development of flexible pricing policy, quality assurance 

of services, introduction of modern information technologies, use of economic levers and 

incentives that encourage entrepreneurial structures to obtain maximum positive results from 

presence on the market. 

The efficiency assessment of utilization of entrepreneurial potential with the use of 

differentiated and generalized indicators has been made. Results of such an assessment made it 

possible to suggest ways to improve the existing methodological assessment tools and to 

calculate weight coefficients that adjust the expected real value of the aggregate potential. The 

proposed assessment methodology for entrepreneurial potential provides two options for 

estimating value of its elements: pessimistic and realistic. 

Keywords: Service Entrepreneurship, Entrepreneurial Potential, Service Quality Assurance, 

Cost Forecasting. 
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INTRODUCTION 

In recent years, business entities in the service sector have increasingly focused on 

service delivery as an important element of ensuring their own competitiveness and growing 

efficiency of doing business. Numerous studies and proposed measures to improve formation 

and provision of effective use of entrepreneurial potential in the service sector indicate that 
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presently there is an urgent need to develop new methodological recommendations on utilization 

of the potential. It should be noted that the theoretical and practical aspects of extending 

provision of services in entrepreneurial activity and their impact on ensuring effective utilization 

of potential in the service sector in the economic literature remain poorly studied. Therefore, 

there is a need to consider theoretical and methodological approaches to provision of services in 

the process of conducting business activities, to develop methodological tools for assessing their 

quality level, to identify the main ways to optimize services, their impact on the aggregate 

potential and ensure additional economic benefits in practical activity. 

REVIEW OF PREVIOUS STUDIES 

The theoretical aspects of formation and effective utilization of the potential of business 

entities have been explored at different times by the following scientists (Ardichvilli et al., 2003; 

Casson & Della, 2007; Mitchell et al., 2002; Кwilinski, 2018). Further development of the theory 

of entrepreneurship on the basis of the resource approach in the modern scientific space has led 

to formation of the concept of "intellectual potential" or "dynamic abilities", which are ability of 

business entities to integrate, create internal and external competences in order to adapt to 

changing environment. Potential of service entrepreneurship was directly researched in the work 

(Dollinger, 2003; Thurik & Wennekers, 2004; Waters, 2016; Dalevska et al., 2019). A 

recognized priority for development of any business entity is the value it creates, which in the 

broadest sense is an integral characteristic of what individual consumers or their groups expect to 

receive from an entrepreneur. 

METHODOLOGY 

We propose to treat the potential of business entities as an integral concept that 

characterizes its ability to function on the market and reflects availability of appropriate 

capabilities to ensure its effectiveness. To conduct economic activities business entities that 

operate in the service sector need different types of resources (premises, special equipment, 

personnel, intangible resources, results of customer demand research, infrastructure, sales 

technologies, etc.) that are transformed into different types of potential, which have an 

appropriate place in its overall structure, and in economic activity certain ratios are formed and 

ensure economic efficiency. Formation and improvement of the potential structure should be 

carried out taking into account a multifunctional orientation, variety of this category. 

RESULTS AND DISCUSSIONS 

The range of services provided by entrepreneurs in the service sector combines the 

following: information consulting, delivery of goods, warranty and post-warranty customer 

support, etc. In the service delivery process, service industry entrepreneurs develop appropriate 

mechanisms that ensure interaction of their structural units and promote competitive advantages 

(Murphy & Coombes, 2009). In our opinion, it is important to consider the degree of contact 

with consumers in the process of providing services by an entrepreneur. This is what reflects a 

physical presence of consumers in the service processes. The degree of contact can be defined as 

the ratio of the time that a consumer has to spend for the service delivery process to the total time 

that takes up the entire service process. Accordingly, the longer the duration of a business 
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contact in the service sector with the consumer of the service, the higher the degree of interaction 

between them (Barringer et. al., 2005). 

When designing services an entrepreneur should understand that it is impossible to create 

a stock of services. Therefore, in the service sector it is important to meet demand at the time it 

occurs. In this regard, the criterion of service bandwidth becomes paramount. Excessive volume 

of services leads to unnecessary costs, and its insufficiency - to loss of consumers, narrowing of 

the relevant market segment (Huang et al., 2010). 

In our opinion, entrepreneurs in the service sector should use certain means and tools in 

order to achieve optimal service performance indicators. Choosing a target market and 

developing a range of services are responsibility of the owner. As a result, conditions for making 

informed service decisions are created, which increases efficiency of using the entrepreneur's 

potential (Kutzhanova et al., 2009; Rae, 2012; Drobyazko et al. 2019a; 2019b). We believe that 

at the present stage of utilizing potential of entrepreneurship in the service sector is provided in 

the following cases: a) recognition of the consumer as the pivot of the market economy; b) 

respectful and polite treatment of consumers; c) quick and convenient service delivery; d) 

introduction of a flexible pricing system; e) diversification of services; f) having unique skills 

that shape the level of service provision; g) developing effective mechanisms for maintaining 

quality of services, etc. Our research into the entrepreneurship in the service sector shows that 

the most important factor in ensuring competitiveness of entrepreneurship in the service sector is 

availability of services. In the article we consider specifics of services provided by entrepreneurs 

and determine their impact on the entrepreneurial potential itself (Table 1). 

Table 1 

SPECIFICS OF SERVICES, THEIR CHARACTERISTICS AND THE INFLUENCE ON 

ENTREPRENEURIAL POTENTIAL 

Specifics of services Characteristics 
Influence on entrepreneurial potential in the 

service sector 

Inability to store, stock 

up and transport 
Unavailability of finished products 

Provides an increase in case of guarantees and 

recommendations 

Limited material 

component 

Larger share of the labor costs in the 

overall structure of costs of service 

entrepreneurship than the cost of 

materials and components 

Enables to increase value of the elements of 

entrepreneurial potential in service sector: 

technical, technological and operational 

personnel 

Subjectivity of service 

quality assessment 

Appears in providing services in 

repair of household goods 

There is a need to make a specific assessment 

of the entrepreneurial potential in the service 

sector, taking into account satisfaction of the 

needs of consumers and identify the impact in 

terms of cost 

Variability of service 

quality 

Dependence of quality of service 

provided on qualification of 

personnel, level of remuneration 

Provides increased potential by changing labor 

costs (depends on product complexity, its 

technical condition, number of orders, etc.) 

Influence of the time 

factor 

Consumer service time greatly 

influences satisfaction of his needs 

and, accordingly, demand for a 

certain type of services 

There is a need to optimize the potential by 

assessing the value of technical and 

technological base for service delivery 
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The data in Table 1 show that the influence of certain characteristics of services on the 

entrepreneurial potential is manifested in the change of its individual elements. In accordance 

with the considered theoretical approaches to provision of services in the process of functioning 

of entrepreneurship in the service sector, we have proposed a methodological toolkit for 

assessing the level of their effectiveness, which allows to increase the level of use of the 

potential of business entities. This toolkit is based on determination of the integral coefficient of 

efficiency of services rendered using elements of the entrepreneurial potential. The algorithm for 

determining the integral coefficient of entrepreneurship efficiency in the service sector is 

presented in Figure 1. 

 

FIGURE 1 

A LAYERED MODEL FOR ASSESSING EFFECTIVENESS OF SERVICE 

ENTREPRENEURSHIP 

The diagram proposed below in Figure 2 allows to determine the weight of a group of 

indicators that characterize the entrepreneurial services, by the method of expert estimation and 

to apply economic and mathematical modeling (coefficient of pair correlation) (Altinay & 

Okumus, 2010). 

Calculation of the integral coefficient of efficiency of entrepreneurship in the service 

sector, taking into account the degree of weight of each indicator that affects its quality, is 

presented in Figure 2. As shown in Figure 2, calculation of the integral coefficient of efficiency 

of service entrepreneurship in the service sector uses calculated indicators, reduced according to 

regulatory or industry-wide. Formed matrixes of groups of indicators characterizing services 

allow calculating the optimum value for each of them. 
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FIGURE 2 

FORMALIZED DIAGRAM FOR EVALUATING WEIGHT OF THE INDICATORS 

CHARACTERIZING QUALITY OF SERVICE ENTREPRENEURSHIP 

It is proposed to determine quality level of service entrepreneurship by calculated value 

of the integral indicator (Table 2). 

Table 2 

SCALE OF SERVICE ENTREPRENEURSHIP LEVEL EVALUATION 

The integral coefficient of service efficiency value Ij Entrepreneur service quality level 

ІJ є (0 ; 0.25] low 

ІJ є (0.25 ; 0.5] satisfactory 

ІJ є (0.5 ; 0.75] acceptable 

ІJ є (0.75 ; 1] high 
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The proposed methodological toolkit for evaluating effectiveness of services allows in 

the following stages to work out the main ways of increasing its level, which will serve as a basis 

for formation and ensuring productive use of the entrepreneurial potential. Business owner is 

responsible for developing a quality service policy, its compliance with the customer 

requirements and its efficiency (Desrochers & Sautet, 2008). Implementation of such a policy 

depends on how sound it is in entrepreneurship. Given the necessity to ensure a high level of 

quality of services provided, there is a need to address the following objectives: a) identification 

of the needs of consumers and development of necessary measures to ensure quality of services; 

b) development of preventive and control measures to avoid customer dissatisfaction; c) 

optimization of costs for ensuring a high level of service quality; d) ongoing analysis of customer 

service requirements and quality level achieved in order to identify appropriate reserves. The 

diagram of optimization of services provided and its impact on the entrepreneurial potential are 

presented in Figure 3. 

According to the diagram shown in Figure 3, in order to optimize provided services, we 

have identified a direction such as improving their quality, as this significantly affects certain 

elements of the potential. 

In order to fulfil the quality assurance tasks, an entrepreneur should create a quality 

system, which allows at all stages of service provision to effectively manage, evaluate and 

improve its quality. At the same time, it is necessary to establish a personal responsibility and 

authorities of the operating personnel, on whose activity depends on the level of quality of 

services. 

RECOMMENDATIONS 

The service entrepreneurship model should justify its own quality standards for the 

services provided and monitor their compliance. We emphasize that ensuring a high level of 

service quality requires involvement, dedication and effective interaction of all personnel. It is 

necessary to provide for a constant and independent monitoring of quality of the customer 

service system in order to determine to what extent it complies with the established standards 

and allows implementing an effective quality policy. Monitoring should be carried out by 

independent bodies, which inform the entrepreneur of its results and provide appropriate 

recommendations for eliminating identified problems and deficiencies. In the world practice, the 

widespread form of monitoring quality of service provided by entrepreneurs in the service sector 

is the use by independent structures of the so-called "secret consumer" of services. 
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FIGURE 3 

SERVICES OPTIMIZATION DIAGRAM AND THEIR INFLUENCE ON THE 

BUSINESS ENTITY POTENTIAL 

CONCLUSIONS 

Directions for increasing efficiency of utilizing the entrepreneurial potential in the service 

sector were developed, and they are based on ensuring quality of services, namely: 

entrepreneurial consulting, delivery of goods, warranty and post-warranty services, etc. 

Optimization of services implies introduction of a quality policy, which will enable 

entrepreneurs to establish effective communication with consumers, and will increase efficiency 

of use of operating personnel. To determine quality of services, a methodological toolkit for 

evaluating their effectiveness was proposed, and an integral coefficient of service efficiency was 

calculated, the essence of which was to evaluate groups of indicators that characterize individual 
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elements of entrepreneurial potential, their weights were determined, and calculation of reduced 

efficiency indicators through pair correlation. Based on the results of the calculations, the 

influence of service efficiency indicators on the business entity potential is determined. 
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