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The system of causal connections between entrepreneurial
activity and economic development

Abstract. Introduction. Revealing, studying and applying the common factors of causal connections between changes of
entrepreneurial activity and the level of states’ and regions’ socio-economic development form essential conditions for sustainable
outcome. The complexity of analysing the above connections as well as synthesising well-grounded managerial decisions based
on them are primarily embedded in the inhomogeneity of internal and external entrepreneurship environment. The purpose of
the article is to define the peculiarities of the Ukrainian entrepreneurial activity causal field and provide comparative analysis with
the other countries based at the Global Entrepreneurship Monitor (GEM) methodology and findings (since it has not covered
Ukraine). Methods. To meet the purpose, economic analysis of statistical data, synthesis and expert survey have been used.
Results. As the result of data processing, the actual pending status characteristics have been obtained forming the elements
of the causal field of entrepreneurship. The GEM studies’ comparative analysis allows us forecasting such trends in Ukraine, as
the growth of the number of micro-enterprises as well as entrepreneurs, engaged in self-employment. However, a certain part of
entrepreneurial activity goes to «shadow»; the number of innovative enterprises will be cut down because of the reduction of both
state and private funding; entrepreneurs are expected to reallocate their activities towards the business with fast funds turnover.
Conclusion. To modify the existing negative trends in Ukrainian business activity, in the system of causal connections should be
strengthened the following sectors: start-up funding; support of business incubator for the businessmen-beginners; nationwide
assessment and monitoring of causal connections of Ukrainian entrepreneurial activity using the GEM methodology; increase of
educational programs for entrepreneurs supported by leading Ukrainian universities.
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MoHomapeHko B. C.

JOKTOP €KOHOMIYHMX HayK, Npodecop, PeKTop, XapKiBCbKUI HaLiOHaIbHWUI eKOHOMIYHWI YHiBepcuTeT imeHi CemeHa Ky3Heus
loHTapesa l. B.

OOKTOP €KOHOMIYHMX HayK, Npodecop, 3asigysay kadenpu NignpueMHULbKOT AiSNbHOCTI,

XapKiBCbKUI HaLioHaNbHWI eKOHOMIYHUIA YHiBepcuTeT iMeHi CemeHa KyaHeus

Cuctema Kay3sanbHUX 3B’A3KiB MK hopMamMun NignpueMHULIbKOT AisNIbHOCTI I TMNAaMU €KOHOMIYHOIO PO3BUTKY
AHoTauif. lgeHTUdiKalis, BMBYEHHS Ta 3aCTOCYBaHHA 3akKOHOMIPHOCTEN fAji MPUYMHHO-HACMIOKOBUX 3B’A3KIB MK 3MiHamu
NigNPUEMHNLBKOI aKTUBHOCTI 1 TemMnamun couiaSlbHO-eKOHOMIYHOro pPO3BUTKY KpaiH i perioHiB € 060B’A3KOBMMU YMOBamu
CTIllKOro NMO3UTMBHOrO pe3ynstaTty. MeTolo CTaTTi € BUABNEHHS XapakTEPUCTVK Kay3anbHOro nons nignpueMHULLKOI akTUBHOCTI
YKpaitu Ta ix NopiBHANbHUIA aHania i3 aHanoriYHUMN XapakTepUcTMKaMmm, OTPUMaHNMKN 32 METOAMKOO [NM06anbHOro MOHITOPUHIY
nignpuemHuuTea (GEM) B iHLWKX KpaiHax. 3 METOK 3MiHW HEraTUBHIX TEHAEHLIN Y NiNPUEMHNLBKIN OisnbHOCTI YKpaiHu B cucTtemi
Kay3anbHUX 3B’A3KiB CAif 36inbLUNTY 3HAYEHHS TaKUX CKNagoBuX, SK 06CsAr hiHaHCyBaHHS cTapTanis y cdepax nignpueMHULbKOT
LOiSNbHOCTI, SKi € NepLIOYepProBrMM AN Aep>XaBn (30KpemMa, «3efieHa» eHepreTrka); HaaaHHs NigTPUMKN GisHec-iHKyb6aTopis ans
nignpreMLiB-noYaTkKiBLIB; opraHisauis Ha Oep>XaBHOMY PIiBHi OLHKU i MOHITOPUHIY MigNPUEMHMLBKOI aKTUBHOCTI B YKpaiHi 3a
mMeToamkoto GEM; 36inbLUeHHS KiflbKOCTi OCBITHIX Mporpam Ans nignpuemLis Npy NpoBigHNX yHiBepcuteTax YKpaiHu.

Knro4voBi cnoBa: kay3anbHe none; NignpueMHnLbKa akTUBHICTb; EKOHOMIYHUIA PO3BUTOK KpaiH.

MoHomapeHko B. C.

LOKTOP 3KOHOMMYECKMX HayK, Npodeccop, PekTop,

XapbKOBCKUI HALMOHaJIbHbI 9KOHOMUYECKUI YyHuBepcuTeT nmeHn CemeHa KysHeua

loHTapesa WU. B.

[JOKTOP 3KOHOMUYECKUX HayK, Npodeccop, 3aBeaytoLlas kadenpoii NpeanpuHMIMaTenbCKon AeATENbHOCTH,

XapbKOBCKUI HaUMOHasbHbI 9KOHOMUYECKNIA yHuBepcuTeT nmeHn CemeHa KysHeua

Cuctema Kay3asnbHbIX CBA3el Mexxay chopmamu npeanpuHMMaTENIbCKON AeATENIbHOCTU U TUMAaMN SKOHOMUYECKOro pasBuTust
AHHOTauus. VgeHTndrkaums, nsyyeHne u NpUMEHeHNe 3aKkOHOMEPHOCTEN AENCTBUSA NPUHMHHO-CNEACTBEHHbIX CBS3eN MeXay
N3MEHEHNAMN NPEeQNPUHAMATENBCKON aKTUBHOCTA W TEMMNamu COLUMaNIbHO-3KOHOMWYECKOrO pasBUTUS CTPaH U PErnoHoB
ABNSAOTCA 06513aTeNbHBIMY YCNOBUSIMU NONYYEHNS YCTOWYMBOrO pesynstaTa. Lienbto ctatbu ABNseTcs BbisiBNEHNE XapaKTEPUCTUK
Kay3anbHOro nonsi NPeAnpPUHUMATENIbCKON aKTUBHOCTMN YKparHbI M X CPaBHUTENbHbIN aHaN3 ¢ aHaNOrM4HbIMU XapakTepucTrkamm,
Nosly4eHHbIMU B COOTBETCTBUM C METOANKON [Mo6anbHOro MoHUTOpPUHIa npeanpuHnmatensctea (GEM) B apyrux ctpaHax. C uenbto
W3MEHEHNS1 HEraTUBHbIX TEHAEHUWI B NpeanpyHUMaTEeNbCKON AesTenbHOCTY YKpanHbl B CUCTEME Kay3anbHbIX CBA3ei cneayert
YyBENNYNTb O6BEM TaKMX COCTaBMAIOLLMX, Kak (DMHaHCUPOBaHNe cTapTanoB B cdepax NpeanpuHUMAaTENIbCKOW AeATeNbHOCTH,
KOTOpble SIBMSIOTCA NepBOOYEpPEnHbIMI Afs FOCYAapcTBa (B HaCTHOCTY, «3efeHasi» 3HepreTuka); okasaHve nopaepXku 6usHec-
nHKy6aTopaMn O/ Ha4yMHaLWUX NpegnpuHMMaTene; opraHm3aumns Ha rocyfapCTBEHHOM YPOBHE OLEHKU U MOHUTOPUHra
npegnpuUHMMAaTENbCKON akTUBHOCTY B YkpaunHe no metoguke GEM; yBenmyeHune Konmyectsa obpasoBaresibHbIX NporpamMm gs
npeanpuHUMaTeneii Npu BegyLLMx yHuBepcuteTax YkpauHoi.

KnroueBble cnoBa: kay3anbHOe Nnose; NpegnpuH1MaTenbcKas akTUBHOCTb; 9KOHOMUYECKOE Pas3BUTHE CTPaHbI.
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1. Introduction and Brief Literature Review
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tions to achieve sustainable development. The
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causal field which is both urgent and essential
condition that stipulates the emergence of the
effect [6].

The authors believe that a synergic or con-
trolled system of direct and indirect, positive
and negative, inertial and cumulative, determi-
native and probabilistic causal connections of the socio-eco-
nomic development and entrepreneurial activity is bound to
be formed. The direction of the corresponding system is de-
termined by Janos Kornai’s economic development para-
digm (Kornai, 2011), which implies integration of truly hete-
rogeneous structuring elements, such as internal and external
stakeholders with their interests, expectations and preferen-
ces; alongside with economic, financial, informational and
non-corporeal assets; social, institutional, economic and fi-
nancial aspects of activity infrastructure, etc. [7].

The first stage of structuring the connections of socio-
economic development and entrepreneurial activity assu-
mes revealing, and examining quantitative and qualitative
characteristics of the causal field of entrepreneurial activi-
ty components. The Global Entrepreneurship Monitor (GEM)
has developed the most complete and well-known research
methodology of the kind [8-9].

2. Since the GEM studies has not covered Ukraine, the aim
of this article is to define the Ukrainian causal field of entrepre-
neurial activity characteristics and provide a comparative ana-
lysis of similar characteristics of monitored by the GEM in other
countries. Statistically open source data and the results of own
questionnaires distributed among entrepreneurs to define en-
trepreneurship characteristics were applied by the authors.

3. Results

The conceptual model of the entrepreneurship causal
field according to the GEM methodology is represented as
in Figure 1.

This conceptual model (Figurel) contains a number of
modifications and additions in connection to the standard
scheme used in the GEM methodology [10]. It is explained by
the necessity to adapt the model to the notion of causal field.
According to J. Mackie research (1980), this field forms causes
and conditions necessary for the result’s emergence. The dif-
ference between them may be illustrated in the following way:
in order to hammer a nail into the wall, a hammer, a nail and
the performer of the action (the subject, the tool and the live
labour) are required. These are the prerequisites, and the rea-
son for hammering a nail into the wall is the need to hang on a
picture. Proceeding from the need to turn a scheme of entre-
preneurial activity emergence into a conceptual model of pro-
ductive activity’s causal field, entrepreneurs’ interests, expec-
tations and priorities were added.

Fig. 1: A conceptual entrepreneurship and socio-economic

development correlation model

Source: Compiled with the authors’ modifications and additions based

on the GEM methodology [10]

Entrepreneurship as a form of socio-economic activi-
ty presupposes the search of possibilities to meet indivi-
dual and collective needs and interests. Interests come from
values of a certain cultural environment and are motivated
or limited by public demands and the government policy
[11-12]. Upon comparing the needs and opportunities, the
entrepreneur forecasts the expected probability of achieving
the goal and solving the problem, taking into account the
risk of possible losses from one’s activity or inertness. In a
number of socio-economic situations, the freedom of choice
is limited by the absence of comparable alternatives. Thus,
a high unemployment level and heavy creative work regu-
lations cause growth of bound entrepreneurial activity and
involuntary self-employment. In the course of activity, cer-
tain mutual expectations, demands and agreements emerge
between the stakeholders. For instance, some of the entre-
preneurs’ expectations have been presented in the Business
Expectations of Ukrainian Enterprises report by the national
Bank of Ukraine (2017) [13] (Figure 2).

Figure 3 shows the results of the author’s surveys of en-
trepreneurs’ individual perception of business environment.

The research data presented in Figure 2 and Figure 3
enable to assume the following trends of entrepreneurial ac-
tivity changes in Ukraine:

e growth of self-employed microentrepreneurs amount and
sole proprietors, however, part of the entrepreneurial acti-
vity becomes «shady»;

¢ reduction of the amount of innovative enterprises due to the
reduction of the sources of financing both on the part of the
state and the large businesses;

e possible shift of the entrepreneurs according to the types of
activity towards the activity with rapid funds turnover, name-
ly, commerce, consumer services and food production.

The GEM methodology is based on the classification ac-
cepted in the Global Competitiveness Report [14] to supply
qualitative description of different countries’ current economic
condition. According to this methodology, countries are sub-
divided into the following groups: factor-driven economies, ef-
ficiency-driven economies, and innovation-driven economies.

Factor-driven economies, in particular, include Vietnam,
India, Nigeria, Kazakhstan, Ukraine, and the Republic of Con-
go. China and Latvia belong to efficiency-driven economies,
while Australia, the United Arab Emirates, France, Germany,
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Greece, Sweden, Ireland, France,
Great Britain, the USA can be referred
to innovation-driven ones. These
conclusions are drawn from the levels
of GDP per capita in different coun-
tries (Figure 4).

The entrepreneurial process (life-
cycle) includes the following stages:

the stage of potential entrepre-
neurs which includes individuals who
see opportunities for setting up their
own business in the next 3 years and
are sure of their knowledge neces-
sary to manage their own business
and aim to move to the early stage of
entrepreneurial process;

the stage of start-up entrepre-
neurs which includes individuals
who have undertaken active actions
to create their own business for the
previous year or they have had their
business at least for three months,
however, salaries and other types
of remuneration have not been paid

Fig. 2: Respondents estimate the factors limiting entrepreneurial activity in Ukraine yet;

Source: [13]

Fig. 3: Dynamics of individual characteristics
of entrepreneurship perception in Ukraine
Source: Authors’ expert research

the stage of new business which

includes individuals who are the

owners of newly established businesses (from 3 months to
3 years and a half);

the stage of established business which includes indivi-
duals who have been owners of businesses for more than 3
and a half years.

Business closing down may also be regarded as one of
the entrepreneurial process stages since the established en-
trepreneurs can act as advisers and consult other entrepre-
neurs or they (the established entrepreneurs) can start a new
business.

With the account taken of different conditions affec-
ting entrepreneurship, it is impossible to conclude that one
stage will inevitably replace another. For example, if a large
number of potential entrepreneurs are registered in the
country, it does not mean that they will necessarily crea-
te new companies. The level of entrepreneurial activity at
each stage of the life-cycle for 2016 (Table 1) is defined as
a percentage of the population aged 18 to 64 who have am-
bitions corresponding to the established stage of entrepre-
neurship.

Fig. 4: Per capita GDP levels countrywise
Source: [15]
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There is the discrepancy between
the intentions to create business and
their realisation as indicated in Table 1.
It is due to the complementarity of large

Tab. 1: The level of entrepreneurial activity of population (18-64 y.o.)
at each stage of the entrepreneurial life-cycle in 2016, %

and small businesses development wl ® % " 52 5 —g,—c | = ” g
in each country. Thus, in the deve- -5|5555|5588:|855(|5553: | S4
loped countries, small and medium- Countri 25(8205 |828.6, (085 |0282G5 | 52
! . 0 ountries 005|285 |20°%P5 0 5Ly |2P03S55| =@
sized businesses account for 70-80% 58 0s>0 | 0s2E 8 $ag gy SEB8| 22
of GDP, and large business accounts T2lEESE |EE28S |SEB|EEc82| 2o

for 20-30% respectively. In the Uni- ¢l 98| o Z|go®| © R
ted States, large companies account 1 [ Treland 56.3 7.0 24 10.9 24 101
for 38% of GDP, while in China - for 2 | the United Arab Emirates 75.1 1.3 4.4 5.7 1.9 20.7
40%, 44% in France, 43.7% in Ukraine, 3 | the USA 63.7 8.9 4.0 12.6 9.2 7.7
50% in Britain, 60% in the UAE, and ;1 /S\W‘Etdelr_‘ gz-g g-g é-g 174-66 141-53 1‘?-42

only 20% in India (OECD, 2002) [2]. ustratia : : : : : :
){I'he ?ollowing r(egulat(;ry imr))egc]ts on 6 | Germany 21.8 2.9 L7 2.6 2.0 2.7
o ; S X 7 | Great Britain 58.8 5.2 3.7 8.8 6.1 6.3
transition to innovation-driven economy 8 | France 57.1 31 2.3 5.3 43 8.5
based on the experience of developed 9 | Greece 63.6 3.2 2.6 5.7 14.1 2.8
countries can be identified: 10 | Latvia 55.2 9.7 4.9 14.2 9.5 7.2
e programs of state support, such as i; Eaiz::hsmn ;gg i-‘-; Z-‘l‘ ig-g ;‘5‘ Z-j
legislative, tax, flsca_l as w_eII as govern- 13 TUkraine 550 30 4.0 ) =0 3.0
ment contracts participation; 14 | RSA 72.6 | 3.9 3.3 6.9 2.5 10.0
e specialised education of entrepre- 15 [ India 44.4 3.9 6.8 10.6 4.6 26.4
neurs according to types and areas 16 | Cameroon 57.3 17.8 10.9 27.6 15.2 14.9
of activity; 17 | Morocco 79.3 1.3 4.3 5.6 7.5 12.0

Source: Formed based on [16], with the similar survey focused on Ukraine completed

e scientific and technological develop-
by the authors

ment and promotion of collaboration
in cooperation with research institutes

and universities;

e creation of market and social infrastructure of entrepre-
neurship;

e preferential lending of entrepreneurs;

e protection against criminality and corruption.

All in all, above-mentioned regulatory impacts will contri-
bute to the creation of new companies and learning about fa-
vourable entrepreneurial climate, thereby, affecting economic
growth and employment level.

4. Conclusions

As a result of the available information processing and
its comparison with the GEM research, one can predict
some increase in quantity of microentrepreneurs and self-
employed entrepreneurs in Ukraine, in spite of the fact
that a certain part of the entrepreneurial activity goes into
«shadow»; reduction of amount of innovative enterprises as

the source of financing both from the state and large busi-

ness will decrease; entrepreneurs will move the activities to-

wards spheres with fast turnover, such as commerce, con-
sumer services and food production.

The main recommendations for altering negative trends in
business field are:

1. Increase of start-up financing in the area of entrepreneu-
rial activity, which is prior to the state, including alternative
energy sources.

2. Increase of education programs for entrepreneurs at Ukrai-
nian leading universities.

3. Business incubators for start-up entrepreneurs support en-
hancement.

4. Organising a state level assessment and monitoring of
entrepreneurial activity in Ukraine, using the GEM metho-
dology.
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