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AS AN INNOVATIVE FORM OF THE BUSINESS

In this article the theoretical study of the main aspects of social entrepreneurship is described, namely: there
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generalized views of scientists on its features, delineated the term “social enterprise”, “socially responsible
company”, “charities”, studied the experience of social entrepreneurship in Europe and the specifics of its legislative
regulation, the basic model of the social entrepreneurship in accordance with international practice in this particular
type of business, organizational and legal forms and scope. The basic problem of the formation of social
entrepreneurship in Ukraine has been revealed and developed a roadmap for its further development.
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Formulation of the problem generally. European integration vector of development of Ukraine is
impossible without the implementation of modern management principles, common for the European
Union, among which the socialization of economic processes is particularly noted.

Doing business on the higher evolutionary level is manifested in the formation of the new cluster of
entrepreneurs’ activity is aimed at innovative sustainable development that is involved the social and
environmental problems of society, not just its own enrichment.

Accordingly, it conducts to the transformation of relations in the triad “state — society — business” and
raises a number of problems caused by the formation of the qualitatively new relationship: the changing
role of the state, principles of doing business, the demands of society to the two previous institutions.

It is therefore necessary to study the theoretical and methodological foundations of social
entrepreneurship and European practices for the purpose of spreading and adapting it to the Ukrainian
context.

Analysis of recent researches and publications and selection of outstanding issues. At the
present stage of development, issues of social entrepreneurship are dedicated labor of many leading
international experts, and local researchers. Note that the basic theoretical research in this area include
foreign scientists such as G. Diso [2, 3, 4], A. Peredo and M. McLean [2, 5], F. Sprekli [8],
M. Nyssens [9], J. Martin [10, 11], whose publications are the basis for the study; local researchers,
Sotula’s O.V. [24], Berezyaka I. [19], Sirenko N.M. and Lunkin T.I. [18], Naumova M. [2], Cote L. [11].
Furthermore, it should be noted broad practical experience in social entrepreneurship in Europe
presented by the activities B. Drayton [14], M. Yunus [28], K. & H. Schwab [29], J. Skoll [30]. As social
entrepreneurship for Ukraine is rather new phenomenon, the domestic achievements in this area are
based mainly on the study of advanced experience of foreign scientists, are both theoretical and
practical, making research more thorough, deep and adapted to the specific conditions of business of
Ukraine.
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Negligible level of development issues of implementaton and maintenance of social
entrepreneurship as an innovative model of development of Ukraine requires both domestic scholar’s
theoretical research achievements and study of existing practices in this area to further dissemination in
the activities of national agents of the economy. Current researches in the field social entrepreneurship
are non-systematic and in need of synthesis and regulation for building an effective ecosystem in which
operate social enterprises. In addition, we believe that the state's role in the process of dissemination of
advanced models driving of the economic activity is enormous, and it needs the development of
mechanisms to facilitate public.

Based on the foregoing, the purpose of the article is to build a road map for development of social
entrepreneurship based on entities research, identification of signs, and analysis of patterns and
directions of social entrepreneurship development.

Basic materials with substantiation of the result of the research. Globalization of economic
processes and its socially-oriented development became the driving force of the transformation of socio-
economic systems, that resulted in the emergence of innovative forms of implementation of business
initiatives — social entrepreneurship, is the aim of which is meeting social needs along with doing
business.

This innovative form of economic management is emerged in the late twentieth century as the
response to social antagonisms that are not fully resolved by the state, although the origins of its
occurrence relating to earlier periods. The cradle of social entrepreneurship is considered to be the UK,
where in the nineteenth century there have emerged cooperatives, which combined the values of the
community and businesses. Obviously, the absence of theoretical and / or methodological developments
in this area did not prevent its manifestations in human history that had allowed evolving to the
international recognition of the institution as higher than a legitimate business or corporate philanthropy
of the corporate. So far more specifically in 1978 at the College of Beachwood in Yorkshire, in the UK,
there was established and defined the concept and structure of social enterprise [8], which was based
on the cooperative of entrepreneurship and joint ownership and responsibility not only for income, but for
social wealth and ecology (Triple Bottom Line). Now it makes sense to talk about the transformation triad
“state — society — business” and the emergence of so-called “fourth” sector — social entrepreneurship
that causes the number of terminological and methodological disagreements and absence of a
comprehensive vision of the implementation of new business models in the local realities due to lack of
organizational, economic and legal framework. Despite the relatively long development of social
entrepreneurship as the practical activities, theoretical and methodological research in this area is very
limited in Ukraine, based on advances in scientific and legal field in Europe and America. Let us refer to
the fundamental issues that must include this category for understanding its essential loads and provide
definitions. The most famous approaches to defining characteristics of social entrepreneurship are
grouped in Fig. 1.

Critical analysis of the data presented in Fig. 1 suggests the ambiguity and controversy socio-
economic category of “social entrepreneurship” at the same time; it should be noted common features
that distinguish most authors:

—entrepreneurship is aimed at solving social problems involving representatives of social groups to
participate in it with funds received from this activity (the principle of self-sufficiency and financial
independence);

— innovative way to solve social problems, which insists the founder of Ashoka — B. Drayton [14];

—the possibility of spreading to other regions and countries, economies of scale.

From the represented signs of social entrepreneurship, authors are it most impressed by the
approach presented in [11], where, besides the social orientation of (social aspect), economic feasibility
(economic dimension) and innovative solutions (innovative aspects) the possibility of spreading to other
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territories, areas, etc is taken into account. Thus, social entrepreneurs — enterprising individuals who
direct business not on their own enrichment, but to address pressing social needs and the creation of
social welfare.
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Figure 1 - Synthesis signs subjects of social entrepreneurship by various authors

(developed by the authors based on [1-13])
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Interpretation of characteristics of social entrepreneurship you may see in Fig. 1 indicates the
presence of the difference between common business, charitable organizations, socially responsible
businesses and, directly, thesocial entrepreneurship, combining the social mission of creation and
business mechanisms for its provision. Accordingly, it requires the_distinction of these concepts.

According to the Commercial Code of Ukraine, enterprise is an independent, proactive, systematic,
at own risk economic activity carried out by business entities (entrepreneurs) to achieve economic and
social benefits and profit [15].

Although this definition also implies the existence of social results of economic activities, the actual
local business practices are far from receiving positive social outcomes and focused mainly on enriching
owners and complete disregard for the problems of society, community, labor groups, environmental
issues, etc.

Socially responsible enterprises which operate on the principles of the UN Global Compact [16],
sustainable development 2016-2030 years [17] are concerned by the problems of stakeholders and take
steps to resolve them according to their needs, opportunities, interests, without neglecting their own
economic interests.

Thus, their activities in the social sphere are determined by their own perspective, interests,
popularity, desire to improve the image and obtain intangible competitive advantage. Charities and
organizations (the so-called NGOs) are not commercial in nature and focused on philanthropic activities
receiving funding from various businesses, donations from people, other donors and using them to
reduce social tension in society and solve certain problems or weaknesses of society.

In contrast to the socially responsible business, social entrepreneurship primarily aimed at solving
social problems of particular group, community, region, state, and only then — for economic benefits from
the entity or operating on the basis of breakeven. It is believed that the specified type of enterprise is
partly taking over the role of the state and is therefore an essential element in government development
mechanisms.

In Europe, where the level of social entrepreneurship has a higher degree than in Ukraine it is
already accumulated some experience in state support of this scope, defining its priority. Social
entrepreneurship is growing rapidly in European countries, solving the problem of unemployment, social
protection and social inclusion. Accordingly, provisions on organizational and economic aspects of the
regulation provided in the law in Italy (Law on social cooperatives 1991), Poland (Law on Social
Cooperatives, 2006), Great Britain (The Public Services (Social Value) Act (Act public services (social
values), 2012), Greece (Law 4019 / 09-30-2011 “On social economy and social enterprises”), UK
(2004) [18]. The most popular legal form of doing social business in European countries is cooperative,
“cooperatives social solidarity” (Portugal), “cooperative social initiatives” (Spain), “company's social
purpose” (Belgium), “social cooperatives of collective ownership” (France) [19].

In addition to these countries, social entrepreneurship is widespread in other European countries:
Germany, Slovakia, Hungary, Norway, Czech Republic, Slovenia, Lithuania as well as in the US,
Canada, Japan, South Korea and Brazil.

Of course, there is no the only one correct model of doing social business. Each country individually,
on the national level solves this issue by using different regulatory mechanisms and support in this area.
In this regard, there are four models of social entrepreneurship [19]:

— North European model of Belgium, Netherlands, Sweden, Norway is characterized by the active
support of the state (Government plan to support entrepreneurship “Good idea — provided the Future”
(2015), Research Council of Ministers of the Nordic countries in relation to potential cooperation in the
development of social entrepreneurship (2013));

— Models of USA, Canada, and Japan are based on the use of charity (philanthropic model) and
are characterized by control at the enterprise level, which is more of socially responsible business;
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— Central European Model of Austria, Germany, and France is characterized by targeted support
to social programs and business projects; government support and “hybrid” financing;

— British model distinguished by high level of social investment and high diversification of financing
options.

As we can see, the development of social entrepreneurship is widely represented both in European
countries and American and Asian ones. But according to [19], Ukraine, where the activity is only at the
initial stage of its development, is closer to European way of development, which is to support by the
government and various donors. As well this choice is stipulated by European integration vector of
development of our country as the result of signing the Association Agreement with the EU. At the same
time, we believe that in our country there are much more social problems than in these countries. The
presence, depth and diversification of social problems of our time which are gaining characteristics of
systemic social crisis, are not driving factor in the formation and development of social entrepreneurship.
It requires the certain legal framework, organizational and economic mechanisms of doing business in
this area.

Unfortunately, the government of our country did not note this trend as the priority, as it was done by
the Government of Norway (in October 2015 government plans to support entrepreneurship “Good
idea — a secure future” are adopted, the separate section which is to support the development of social
entrepreneurship [20]). Neither strategy for sustainable development “Ukraine — 2020” [21], nor National
strategy for regional development until 2020 [22], just as regional development strategy (cities) that are
built based on its, are declared the development of social entrepreneurship. Although in 2011 there was
an attempt to legalize social business by submitting the bill which was rejected by the Committee on Tax
Policy VRU [23]. The above demonstrates the need for initiating development of project documents in
this area at the state-regional level. At this stage the purposes of “Millennium sustainable development
Ukraine 2016-2030" have no final version and have not been formally approved, it is therefore
appropriate in the form operating objectives or direction of the business to prescribe measures for the
development of social entrepreneurship in Ukraine that will find its echo at all levels of the hierarchy of
socio-economic system and will speed up its popularization.

As for the organizational and legal forms of social entrepreneurship, cooperatives have been marked
as its priority form, moreover in the UK there are “companies operating in the interests of the
community” - social interest companies [19].

The absence of regulatory framework of activity of subjects of social entrepreneurship allows us to
speak about official lack it's in Ukraine, but in fact this activity has been prevailing in recent years,
especially with the beginning of the armed conflict in the East of our country.

However, in the various regulatory and legal sources there are provisions that allow the creation of
companies that can be classified as social. [24] Therefore they distinguish such basic forms of social
entrepreneurship in Ukraine [24]:

— non-profit organization (NPO) engaged in business in their core activities;

— NPO opens its own business, the part of its income finances its programs;

— enterprise for people with disabilities: the company is exempt from income tax if more than 50%
of its employees are people with disabilities.

Research on the prevalence of social entrepreneurship in our country has revealed that the creation
directory of social enterprises Ukraine on the site http://www.socialbusiness.in.ua is initiated, that
provides information support to all who wish to engage in social business in Ukraine. In this resource
directory 2013 there are about 10 subjects, while researchers speak about 55 units [25] and in catalog
this year there are more than 80 units. Unfortunately, not all directories are published because the work
is ongoing on the formation and filling. These differences are explained by the lack of unified criteria for
inclusion in the subject’s social entrepreneurship and that distorts the information field and demonstrates
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the system problems on the formation of social entrepreneurship in Ukraine.

Authors’ monitoring of territorial location of local social enterprises, which is based on criteria of
WNISEF [7], that is these are entities that conduct business, but are not charitable foundations or
organizations existing on grants, showed that out of the 32 studied social companies almost the same
number are in Kyiv (8 units) and Lviv (7 units), 2 enterprises are in Kharkiv, Zhmerentsi and Zhytomyr,
although, of course, this list can be extended (Fig. 2).

SCVARTOPODL

Figure 2 — Location of subjects of social entrepreneurship through Ukraine,
the figures respond to the number of social enterprises
(developed by the authors based on [2, 11, 14, 18-19, 25])

Furthermore, it should be noted there are other web resources that are initiated by social
entrepreneurs to support the latest industry: “Community social entrepreneurs” http://socbiz.net;
“Sustainable Business Club” http://sbiz.club; “East Europe Foundation” http://www.eef.org.ua; “Ukrainian
Philanthropists Forum” http://ufb.org.ua; WNISEF http://www.wnisef.org and others.

In addition to the problems of legal regulation of conduct social business in Ukraine, it should be
noted a number of barriers to its development (Fig. 3).

Based on the analysis of the theoretical heritage and of domestic practices of social business there
has been formed the problematic field development, which is presented by the following areas:

— in the Ukrainian legislation there is no legal prerequisites for maintaining social entrepreneurship,
which does not clearly define the subject of social entrepreneurship;

— theoretical developments in this area are mostly represented by the works of foreign scientists;

— lack of interest of the state and local authorities in the development of social entrepreneurship
leads to absence of reasonable mechanisms for maintenance and revitalization in the area, as well as
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appropriate infrastructure reflecting passive role of the state in the formation for the institution in Ukraine;

— low level of awareness of various sectors of society of social entrepreneurship and its role in
social and economic processes;

— weak diversification of financial sources, making it difficult to launch the social business, and
limited funding from the budgets of all levels;

— weak human potential due to lack of high school education training programs in the field of social
entrepreneurship.

The issues development of the social
entrepreneurship in Ukraine
)

( Lack of regulatory support )

C/Veak theoretical and methodologic

Low awareness of society about social
framework

entrepreneurship

Lack of government support, Weak diversification of financial
mechanisms and infrastructure of the sources, making it difficult to
socid entrepreneurship launch the social business

Weak human potential due to lack of
high school education training programs

Figure 3 - The issue development of the social entrepreneurship in Ukraine
(developed by the authors based on [12, 13])

Defined by the authors perspective requires the comprehensive approach to solving by combining in
the single mechanism for the state, local authorities, businesses, charitable organizations, foundations,
and community.

Modern transformations of socio-economic systems require the use of new methodological
approaches for management decisions. One of such methods, which is new to the post-Soviet countries,
is the method of mapping the road (road map). This method is very popular in the West (countries)
appeared in the last quarter of the twentieth century and performs as both the predictive and planning
functions. In general, road maps are aimed at information support of decision-making for the
development of object mapping.

Its effectiveness is due to the use of the Deming cycle or abbreviated form of the scientific method —
PDCA (Plan — Do - Check - Act, “Plan — Do — Checks, Corrects / Action”). Schematically the essence of
the method is shown on Fig. 4.

Road mapping connects the expectations of ideas, strategy and plan development of the process
and builds over time the main steps of the process on a “past — present — future”. It can be represented
as a single-step scenario of development of control object that graphically is represented by the graph of
the management process, which reflects the strategically significant events that determine the
development of facility management, and the sequence of their occurrence.

The object management, in this case, is an institution of social entrepreneurship. As a result of
research by the authors grounded topicality of social entrepreneurship and detected problem concerning
its development in Ukraine.

MapkeTuHr i MeHeXMeHT iHHOBaLUii, 2018, Ne 1 241
http://mmi.fem.sumdu.edu.ua/



B.B. Cmayuno, B.lO. XaniHa, €.B.KunbHuybka. PO3BMTOK couianbHOro nignpMeMHUUTBA B YKpaiHi K iHHOBaUiWHOI
¢opmu GisHecy

Applying of the todss lean
Defining steps and manufacturing to monitor
target points achieving carried out the actions,

the goal testing the effectiveness

of selected decisions

( Plan ) ( Do ) Check ) C ;cti'
< PDCA >

\
( Road mapping )

Building standards by the
results of action taken,
auditing and making
adjustments

Determining the
strategic aim, goal-

setting

Figure 4 — Schematic display of process road mapping
(developed by the authors based on [26, 27])

On the basis of developments in this area [26, 27], the authors have developed the generalized road
map development of the social entrepreneurship, which is shown in Fig. 5.

From Fig. 5 it is clear that the priority areas of development of the social entrepreneurship are
designed for a four-year period (2017-2020). The mentioned areas corresponding to four key
problematic issues to be resolved over a specified period, namely:

1. Providing support for subjects of social entrepreneurship that are starting out.

2. Development of legal regulatory framework for social entrepreneurship.

3. Increase of availability and diversification of financial resources for social entrepreneurship.

4. Organizational and economic aspects of creation of effectively ecosystem functioning.

The road mapping is of generalized nature and can be specified for each area. It is recommended
for the general public: the state, local governments, international institutions, subjects of social
entrepreneurship, local and charitable foundations. By deadline it coincides with the main strategic
documents of Ukraine [21, 22].

Conclusions and directions of feather researches. As the result of the conducted research we
can assert that:

— social entrepreneurship presents the unique, innovative, hybrid form of business, which is
designed primarily to solve acute social problems, that is to perform partial functions of the state, with
the achievement of social and economic effects and effects scalability;

— countries of Europe, America and Asia have significant theoretical and methodological
achievements and practical experience in social entrepreneurship, where the state plays the significant
role as the institution that determines the priority vectors of development, forms of organizational,
economic and legal basis;

— development of social entrepreneurship is important for Ukraine at the current stage, since in the
country there has accumulated large number of social issues that are required urgent solutions and
linking both internal as external impacts;

— despite the significant problem field that has been defined by the authors, social
entrepreneurship in Ukraine does exist and it has the tendency to spread;

— the road mapping development of the social entrepreneurship in our country, proposed by the
authors’ team, will ensure the smooth interaction of all participants in the formation of an effective
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ecosystem in which the subjects of social entrepreneurship operate, there is the constructive dialogue
between the government and businesses, with the support of European partners, and it will as soon as
possible make social entrepreneurship legally approved innovative forms of business in Ukraine.
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Figure 5 — Road mapping of the development social entrepreneurship in Ukraine
(developed by the authors)

Prospects for further research should include the formation of the optimal domestic model of
social entrepreneurship, the identification of drivers and ways to promote its development.
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