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The specific of the development of Youth
Entrepreneurship in Republic of Moldova

Rafael Ciloci

ABSTRACT

Purpose. The aim of this paper is it to define the specifics of the development of Youth
Entrepreneurship in the R. of Moldova and to find some solutions for it.

Methodology. The research was conducted by using an analysis of academic literature,
analysis of statistical data and examination of survey about perception of business
environment by young people.

Findings. The main finding or research is that Youth Entrepreneurship is important by
creating long-term development perspectives for national economies, as result of a
stronger drive for innovation, the better use of new IT technology.

Research Implications. Based on the research results, it was established the specific
changes in the development of entrepreneurship in the R. of Moldova and particularly for
Youth Entrepreneurship. It was described challenges and limitations for development of
Youth Entrepreneurship and underlined some solutions.

Practical Implications. The defined concepts and ideas could be used for entrepreneurial
training, for governmental institutions could be used some recommendations for
development of entrepreneurship and more specific Youth Entrepreneurship.

Originality/Value. The value of research is to provide insights about development of
Youth Entrepreneurship in the R. of Moldova which are important in order to define some
solutions for governmental institutions.

Paper type. Research paper

Keywords: Entrepreneurship, youth entrepreneurship, entrepreneurship support methods,
survey.



INTRODUCTION

Developing entrepreneurship and especially Youth Entrepreneurship is a critical issue for
the development of any national economy. Particularly this is important for transition
countries such as Moldova, where entrepreneurial culture is not traditional. Thus, we can
consider that the people formed during the Soviet period have a modest entrepreneurial
spirit, determined by the specific education, in which obedience and execution skills and
abilities were demanded. Critical thinking, non conformism, assuming certain risks -
important ingredients for an entrepreneur were not stimulated. At the enterprises of that
period, the planning function was not necessary, and administrative plans were elaborated
by the superior institutions. There were no incentives for innovation, radical change and
new approaches, even more these attitudes were discouraged.

Thus, for all post-communist countries, we can see a modest initial level of
entrepreneurial development caused not only by legislative, regulatory, economical
conditions, but also human factor, due to insufficient skills developed to become an
entrepreneur.

Indeed, examining the number of SMEs per one thousand inhabitants, as an indicator that
would characterize the level of development of entrepreneurship for these countries, was
considerably smaller than for Western countries. This indicator is further increasing, also
due to the change in the education paradigm. Therefore, we can see that the development
of entrepreneurship is caused, on the one hand, by the external factors of the regulatory
framework, the level of economic and social development specific to a country, and on
the other hand the national culture, the entrepreneurial education which is a dynamic
process, but still with a rather high inertia. In this context, we can see that the country's
population can be segmented by age, so young people have much more abilities and skills
to organize and manage their own business. It should also be emphasized that young
people, although have less knowledge and are less experienced, are more prone to risk
and innovation. This is especially important, if we are connected with information
technology where the dynamics of change is overwhelming.

In the first part of the article was included a theoretical overview of entrepreneurship and
a more specific vision of Youth Entrepreneurship. In the second part were analyzed
methods of entrepreneurship support - educational and institutional, specifics of
entrepreneurial culture in the R. of Moldova. In the third part - the results of the research
was examined including the perception of the business environment by the young people,
and the conclusions and recommendations were underline about how to develop Youth
Entrepreneurship in the Republic of Moldova and the specific impediments.

THEORETICAL BACKGROUND

Entrepreneurship is a complex, multilateral notion characterized by a multitude of
definitions. Schumpeter (1912) had a significant contribution to the study of the
entrepreneurship and at the early stage of his theory had a different approach to others,
where the entrepreneur was described as the organizer and manager of production or

trade. He presents the following entrepreneurship definition: "The function of
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entrepreneurs is to reform or revolutionize the pattern of production by exploiting an
invention or, more generally, an untried technological possibility for producing a new
commodity or producing an old one in a new way by the opening of a new source of
supply of materials or a new outlet for products, by organizing an industry and so on. "His
characteristic task - theoretically as well as historically - consists precisely in breaking
old and creating new traditions.

Thus his vision combines the notion of entrepreneurship and innovation, which ensures
revolutionary changes, changes the economy from the circular flow to the dynamic
development of the economy, thanks to the "creative destruction". This approach has
proven to be sustainable over time and widely accepted.

The second entrepreneurship theory [14] is primarily a less "individualistic". Schumpeter
says explicitly, that the entrepreneur does not have to be one person (which is a radical
departure from his former recognition entrepreneur as an outstanding individualist).
Schumpeter even states that the country itself, or its agenda, can act as an entrepreneur.
Schumpeter's Entrepreneurship theory was the result of his direct personal observation of
American economic life. In Shumpeter's vision (1942), innovation is the engine of
economic change, and innovation is a process of industrial mutation that incessantly
revolutionizes the economic structure from within, incessantly destroying the old one, in
creating a new one "

Another approach (Hayek, 1989) refers to the fact that entrepreneurship is not a type of
activity but a behavioral trait, which is the search for economic opportunities. Thus for
entrepreneurs (Mc Connel and Brue, 1992), entrepreneurial talent is a great skill,
characterized by initiative, courage and the ability to make decisions, innovation and the
desire to develop new products, use new technologies and new forms and methods
organization and management, and the ability to risk with caution. Therefore (Stevenson
and Gumpert, 1985), entrepreneurial activity is to capitalize on an opportunity, to make
rapid changes, to adopt multilateral decisions, to use the capacities of others, to direct
human relations and to stimulate people to create new values.

Another approach were developed Canadian researcher Fillion (1997) who examines the
entrepreneurial process in the following activities: identifying economic opportunities,
determining the vision and decision making for the development of the initiative,
implementing the activity, starting with purchasing the resources for business, promoting
the business and organizing sells. Therefore, it is a similar activity in many respects with
the managerial one.

The specificity of entrepreneurship among young people is examined by scientists such
as Williamson H. (1987), Macdonald R. and Coffield F. (1991), which examines several
of their characteristic features such as risk assumption, organizational culture, and the
drive for innovation.

Thus, we can consider that entrepreneurship is an important driver for the development
of national economies, creates premises for the development of innovation and ensures
the maintenance of social stability. The entrepreneurship development contributes
significantly to middle class formation, which is particularly important for emerging
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countries characterized by major disparities in income and living standards, decrease of
unemployment, which can be made easier through development of SMEs and start-ups.

Youth Entrepreneurship is important for strategic development of the economy, creating
long-term development opportunities, a stronger drive for innovation, more efficient use
of new IT tools characterized by exceptional dynamics. At the moment, the inertia of
human thought can be an impediment to capitalize the new technological opportunities
that arise and then, due to the greater flexibility of young people, the easier acceptance of
new ideas, challenges, the promotion of an organizational culture favorable to the
innovative spirit, it becomes possible to overcome this barrier.

Development of Youth Entrepreneurship requires a set of measures such as: access to
resources, education and general conditions such as sustainable economic development
and favorable economical regulations.

ENTREPRENEURSHIP SUPPORT METHODS

The development of entrepreneurship is a fundamental factor for the economic
development of the country. Thus, entrepreneurship is a catalyst for economic growth,
ensures the creation of new jobs, contributes to the formation of the middle class and thus
solves problems with social character. Entrepreneurship is an extremely important
ingredient for innovation and decisive in enhancing competitiveness at enterprise and
national level. At the present, the technological and technical changes are characterized
by an unprecedented dynamic, it is imperative to develop the spirit of entrepreneurship,
to form a critical mass of entrepreneurs able to achieve change and capitalize on new
emerging opportunities.

In this context, the development of entrepreneurship can be sustained in two ways:

1. Education - what can be examined through broader prism of innovative entrepreneurial
values and approaches, as well as providing training that would provide knowledge and
would form managerial abilities.

2. Support entrepreneurship through different instruments at state level as well as through
other interested stakeholders - NGOs, Development Partners etc.

The development of entrepreneurial spirit and values can be plenary developed under
conditions of a democratic society in which diversity of ideas, critical thinking and non-
conformism are accepted and even promoted. These are the important ingredients for the
emergence of innovative citizens. At the same time, authoritarian societies, with
institutions that prioritize oppressive, prohibitive models, limit the development of
entrepreneurial spirit. This ambiance does not create chance for the emergence of a
critical mass of people with a spirit compatible with entrepreneurial activity. R. of
Moldova is still a transition country, from a society with an authoritative past to a
democratic society, so there are still many "roots" that are impediments to the
development of entrepreneurship, especially for the elderly.



If we examine the Moldovan society through the view of Hofstede's conception, then
we can see that according to the cultural dimension Individualism vs. Collectivism a
shift from collectivism to individualism, especially this is characteristic of new
generations, educated in a new liberal, capitalist, post-Soviet system of values and,
naturally, with the change of generations the collective and egalitarian values will be
changed with individualistic ones.

Power Distance has been growing during the transition to a market economy, so it is
currently at a fairly high level. There are large inequalities in the distribution of national
wealth, an oligarchic system is crystallized, in which party membership, formal and
informal links ensure the advancement on the hierarchical scale both political and
economical, and personal capabilities are less relevant. For a large part of the population,
especially the least educated and poor, there is a state of major dependence on those
hierarchically superior, at the same time the young, urban, educated population with a
medium and high standard of living has values opposed to higher power distance, which
is characterized by dissatisfaction and mass migration abroad, including for this reason.

R. of Moldova as well as other states with Latin origin is characterized by a relatively
high level of Uncertainty Avoidance, and by a high degree of control of uncertainty, the
future is looked upon with anxiety, and the assumption of risks in such conditions is
reduced.

If we examine the Masculinity-Femininity dimension, we can highlight
the reorientation from social values - mutual support within a narrow group,

egalitarianism to masculine values - power and money. It has to be emphasized that this
predisposition towards masculine values is more characteristic for the young people
formed in the new economic and social conditions.

We can outline that there is a tendency to improve the entrepreneurial culture in the
Republic of Moldova as a result of the change of generations, although some new
phenomena are unfavorable, such as power distance, which had a trend of growth in the
last period.

Entrepreneurship education includes educational programs starting with kindergartens,
high schools, higher education institutions as well as special courses of entrepreneurship.
Besides the formal studies included in the educational institutions, there are various
educational programs promoted by different NGOs in Moldova, of which we can
highlight:

JA (Junior Achievement) [26] is a public association whose mission is to motivate and
train the young generation to successfully assert them in the market economy. Since the
registration of organization the entrepreneurship training programs have been attended by
more than 190,000 students and around 1,800 teachers. Currently, in collaboration with
the Ministry of Education of the Republic of Moldova and the "Sturza Familia"
Foundation, JA Moldova programs are offered in 130 schools and high schools in the
country, where about 8 000 pupils in grades I-XII benefit both from classroom activities
and from various extracurricular activities such as Olympics in the economy, school fairs,



summer camps, etc. JA Moldova programs can be implemented in one of the following
ways: extracurricular, auxiliary to compulsory courses and optional.

JCI (Junior Chamber International) [27] is an organization that gives young people the
opportunity to develop their leadership skills, collaborative spirit, social responsibility
and entrepreneurial habits that are necessary to produce positive change. JCI aims to:
promote economic development in all its forms, promote understanding and co-operation
among people, develop awareness and capacity to assume civic and human
responsibilities, and organizing training programs to develop leadership skills. In order to
achieve these goals, various courses of management, leadership and entrepreneurship are
organized.

Y41 (Youth Development for Innovation) [33] is an NGO that aims to implement
educational projects dedicated to the development and training of the new generation,
developing the necessary skills in an integrated manner, in order to contribute to the rise
of the economy and the civic spirit in the Republic of Moldova. Thus, educational projects
have been realized in various fields such as: entrepreneurship, social, IT, etc.

CEDA (Business and Business Support Center) [25] is an NGO that supports education
reforms, promotes entrepreneurship, high quality professional education and career
education, developing professional skills, individual initiative and entrepreneurship.
Thus, some of the organization's objectives relate to the improvement of the national
training system and the development of professional and entrepreneurial skills, the
promotion of entrepreneurial education through formal and non-formal education.

ODIMM (Organization for the Development of Small and Medium Sized Enterprises)
[30] is a public, non-profit organization which operates under the coordination of the
Ministry of Economy and other central and local authorities, business associations,
business support organizations and SME:s. Its mission is to contribute to enhancing the
competitiveness of the national economy by supporting the development of the SME
sector, with one of the objectives - training and enhancing the culture and entrepreneurial
abilities. The Efficient Business Management Program (GEA) is a program for
entrepreneurs that includes 12 study modules, aimed at developing the skills to ensure
efficient business management and is deployed throughout the Republic of Moldova.

Thus we can find the formation of a network of institutions developed for the purpose of
entrepreneurial education.

Another component for the development of entrepreneurship can be achieved by
supporting public and self-supporting institutions as a result of the cooperation and
association of enterprises, creating business associations, creating clusters, strengthening
the business community to promote its interests in relation to government institutions and
creating a favorable image, the NGO activities that aim to improve the entrepreneurial
climate.

Entrepreneurial support of public institutions can be administrative, economic and
institutional (Yakunin, 2010). Administrative support methods are based on the authority
of government bodies. The implementation of these methods consists in adopting and

updating legislation as well as monitoring their implementation. Administrative methods,
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depending on their impact on the business, can be classified into: prohibitive, licensing
and punitive. They are executed by issuing or denying any rights (authorizations, licenses,
etc.) or as a tool for implementing governmental policy (price regulation, etc.). We need
to emphasize that if the adoption of legislation is important through the establishment of
clear rules for all actors, however, especially in the case of emerging countries, such as
R. of Moldova, there is the risk of excessive, punitive regulations, which could be an
impediment to the development of entrepreneurship. Moreover, the implementation of
the regulations is often not univocal, with a selective approach being made, creating
premises for the appearance of corruption and ensuring unequal conditions of
competition.

Economic methods determine the improvement of the business environment through
economic, lending, tax, pricing, procurement and public investment mechanisms. For
example, financial and lending support for entrepreneurship can be achieved by
improving access to affordable loans, grants, credit guarantees, offering a grant
component, etc. It is important to note that these methods have a relatively lower
applicability to emerging countries due to the lack of sufficient financial resources. At the
same time, it is necessary to determine very clearly and correctly the modalities and areas
of intervention in order to ensure a maximum effect for the entrepreneurial development
and not as a result of group interests.

Institutional support methods aim to improve business activity as a result of consulting,
information assistance and business recommendations. These activities can be organized
by public institutions and NGOs, thus facilitating the activity of enterprises.

The methods examined can be interdependent, so most economic methods are
implemented through appropriate legislation (administrative measures) or economic
methods can also be implemented through institutional support such as business
incubators, industrial parks etc. Consequently, the establishment of institutions is often
provided by the law and requires financial support.

The realization of entrepreneurial development through self-support is limited in R. of
Moldova, being also characteristic for other ex-soviet countries, the main cause being the
lack of trust in partners, public institutions, so the consolidation process, creating clusters,
is one difficult for domestic companies, and additional incentives, including financial, are
needed. At the same time, several financial support and counseling tools, including for
young people, in the R. of Moldova are used.

Thus ODIMM [30] besides the educational objective, aims to create opportunities for
launching and developing a business, especially in rural areas, facilitating SME access to
financial resources, facilitating SME access to information resources, stimulating public-
private dialogue, supporting the development of business infrastructure. In this context,
we can highlight the Credit Guarantee Fund (FGC), financed by national budget, which
facilitate the crediting of small and medium enterprises by granting guarantees. Thus, for
the young manager, the guarantee can be offered for a maximum of 60 months and a
credit of maximum 500,000 lei (about 25,000 Euro). The "PARE 1 + 1" remittance
program is intended for migrant workers and / or relatives of grade first of them who want

to invest in the launching and / or developing of their own business, thus for each leu
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invested from transferred resources will be granted one leu in the form of a grant. The
objective of the project is to create new jobs, export stimulation, substitution of imports,
creation and development of rural businesses, application of modern technologies, know-
how transfer and innovation.

JCI [27] offers consulting that would help to develop your own business or career,
stimulate active participation through community engagement, provide office for
interaction with potential clients, partners at local and international level, provide
valuable practical experience.

Y4I [33] has a strategic objective the establishment of a series of partnerships both at
national and international level, the creation of regional consortia to help young people
in regions who do not have the same educational opportunities as those in the capital.

CEDA [25] provides diverse support and assistance to entrepreneurs for launching,
growing and accelerating micro, small and medium businesses, promotes entrepreneurial
spirit and entrepreneurship in society.

In R. of Moldova, other tools for supporting and developing entrepreneurship such as:
Business Incubators, Industrial Parks and Free Economic Zones (FEZ) were created.
These institutions have a important institutional impact on the development of
entrepreneurship, even though, apparently, FEZs are less favorable to SME development
and implicitly to entrepreneurship, as their main objective is to attract anchor investors to
ensure regional development, however, thanks to the collaboration opportunities of
residents with local SMEs for component delivery, there is a chance for entrepreneurial
industrial development.

In the Republic of Moldova there are 10 regional Business Incubators [31] that provide
support for the development of start-ups and newly-created enterprises. They have been
associated with the establishment of the Moldovan Business Incubators Network (RIAM)
- a cooperation platform created by its members, in order to promote the role of Business
Incubators in economic development and their recognition at national and international
level. Thus RIAM contributes to the joint implementation of development projects and
programs, facilitates the exchange of experience and good practice, represents in
negotiations with the state and other development partners, provide support and advice
on problem solving.

In the Republic of Moldova there were also registered 10 Industrial Parks [28] that
contribute to the development of SMEs, taking into account that the average number of
employees of the residents is about 44.

Industrial Parks offer a set of opportunities such as:

e Reducing costs and time needed to launch production activity;

e Purchase the land for construction at the normative price;

e Technical, legal and advisory support in the process of obtaining permits,
approvals, and other permissive documents;

e -Financial support for the creation of technical and production infrastructure;

e -Reducing risks related to economical activity.

12



In the Republic of Moldova there are registered 7 FEZ [29] with several sub-areas, aiming
at granting preferential regimes and stimulating the entrepreneurial activity. Free
economic areas are created to accelerate socio-economic development for certain regions
and the country as a whole by:

e Attracting domestic and foreign investments;

e Implementation of modern technologies;

e Development of export oriented production;

e Application of advanced managerial experience and job creation.

There are some attempts to develop clusters that have been launched in the textile and
creative industries, which will give new impulse to the development of small and
medium-sized enterprises in the regions, would encourage effective collaboration
between business and educational institutions, innovation centers and other stakeholders.

Thus, we can underline the existence of several public institutions as well as NGOs, which
constitute a network for development of entrepreneurship, including among young
people. However, there are still some impediments to its development, such as: still
insufficient financial support for small business, insufficient consultation for SMEs
especially in rural areas, stakeholders interested in developing entrepreneurship has a
modest degree of collaboration between them. In this context, it is important to initiate
coordination actions between institutions, creating clusters, which would make it possible
to use resources more efficiently and ensure a greater impact of the implemented

measures.

RESULTS OF THE RESEARCH

According to the National Bureau of Statistics of Moldova, in 2018 there were only
1,113,444 young people between the ages of 15 and 34, which represent 31.5% of the
total population of the country. The same statistical data show that young people in the
age range of 15-19 are only 17% of the total number of young people, while 31%
correspond to the age range 30-34 (table 1).

These data show that R. of Moldova had a very low birth rate since the period of the
transition, as well as the immigration process, especially among young people, is causing
major problems for R. of Moldova's economy. Perspectives are not favorable due to the
lack of young labor force and the continued aging of the population.
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Table 1.

Age structure of youth in the Republic of Moldova, 2018

2018 15-19 20-24 25-29 30-34 Total
number of youth 191 464 249 651 325 099 347 230 1113444
% of the number 17.2 22.4 29.2 31.2 100
of youth
% of the total 54 7 9.2 9.8 31.5
population

Source: www.statistica.md

The challenges for R. of Moldova are determined, not only by the further declining of the
economically active population due to changes in the age structure of the population but
also by the diminishing of the basis for the development of entrepreneurship, taking into
account that the young people are usually more receptive to the opportunities and
assimilation of new technologies. Therefore, there is an obvious need for more active
training of young people in entrepreneurial activity, creation of multiple opportunities,
efficient use of young talents. In this context, it is necessary to ensure a greater share of
the young people involved in the entrepreneurial activity in order to maintain the current
level of entrepreneurial development, not to make a certain increase.

In order to examine the business environment and its perception by young people within
the Erasmus + Higher Education Institutions for Youth Entrepreneurship project’’, a
survey was conducted, with 390 people interviewed with a confidence level of 95%. The
questions were categorized into 5 groups:

1. Motivation and Awareness
2. Knowledge and Education
3. Support
4. Finance

5. Impediments

To determine the importance of factors affecting the entrepreneurial activity of young
people, respondents rated factors on a scale from 0 to 4, having the following values: 0-
I can’t evaluate, no information ; 1 - a very minor factor; 2 - unimportant factor; 3 - Quite
an important factor; 4 - A very important factor.

If we refer to Motivation and Awareness, then we find that this is the most important
factor with an average value of 3.57, confidence in your own strength is the maximum
value of 3.71, how to build your own business 3.57, team building and personal
motivation 3,53. The importance of the confidence in your own strength demonstrates
that uncertainty avoidance is also at a high level, which can’t be considered positive for
the development of entrepreneurship. It is therefore necessary to promote the change of
the cultural paradigm, which would be permissive for assuming the risk and the right to
failure.

Knowledge and Education is the second most important factor with an average of 3.28

a high enough rating, so Knowledge / Concepts of Fundraising- 3.44, Knowledge /

Concept of Investment - 3.43, Knowledge / concept of Business models -3,4 and
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Knowledge / Concept of Basic Business - 3.37. The least relative important, although also
at a high level, is given to higher education in entrepreneurship -3.05. The importance of
fundraising and investment is caused by the difficulty of attracting financial resources,
the fact that commercial banks are less likely to collaborate with SMEs, with young
entrepreneurs without experience, whose business involves greater risks. It is therefore
necessary to develop an economic ecosystem that would favor the lending of small
companies, the development of instruments that would interest the banking and non-
banking sectors in such kind of operations.

Support factors refer to the inner circle, educational institutions, the state, experienced
entrepreneurs, etc. The average score of these factors is 3.21. Respondents noted that the
most important from their point of view is Support from their team, which scored an
average rating of 3.57, also the important factor of support is consulting of other
experienced entrepreneurs - 3.49, experience sharing at events conferences, forums and
seminars , business ideas competitions - 3.4, Support from my family and courses,
seminars, entrepreneurship training - 3.39. At the same time the less important factor with
values below 3 is attested to Support of business incubators were rated 2.95 and Support
for the school (university) rated 2.77.

It is considered a very important factor the Support of own team, and indeed it is a
necessary element for the initiation and development of the SME. A high score is attested
for supporting the family, which demonstrates the need for uncertainty avoidance and the
need for moral as well as financial support from relatives. At the same time, the transfer
of knowledge and practical skills through mentoring, conferences, seminars, etc. is
considered to be relatively important and there is a more modest appreciation of support
from the university or school, probably because these institutions, in the opinion of the
youth, transfer more theoretical knowledge than develop practical skills, and business
incubators are less appreciated because they are less known by them.

The youth appreciates the factors that are included in Finance at the level of 3.12 points.
The general access to finance has the greatest value - 3.46. Also, other important factor
is accessibility of EU funds -3.32, at a relatively high level are the factors: personal
savings - 3.23, investment and accessibility of state and regional financing programs -
3.22. It 1s established that lack of access to financial resources in general, as a
considerable impediment to start a business. A relatively high level attests to the
accessibility of European funds, a cause being that the EU was generous by granting
various grants for entrepreneurial development for R. of Moldova. Crowdfunding is
appreciated - 2.97 and venture capital funds - 2.67, it is perceived as a relatively less
important instruments, due to the fact that these methods of investment are less
widespread in R. of Moldova and less known.

An important component of the research was to examine what Impediments are to start
entrepreneurship. These are largely derived from previous questions and confirm that
Moldovan youth has a lack of funding- 3.31, and it is the biggest impediment, also being
characteristic for majority of SMEs and start-ups. At a relatively high level there is a lack
of support - 3.13, which develops a high level of uncertainty avoidance, and perceives
challenges such as starting a business with anxiety. Thus, if we look at this appreciation
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in the case of Latvia, it is just - 2.78. At a relatively high level there is lack of ideas - 3.07
and lack of knowledge - 3.02. At the same time, age is considered a minor impediment-
just 2.14, which demonstrates that there are no administrative or other impediments to
starting business by young people. Surprising results are attested to the importance of the
experience that is quoted at only -2.88. This requires a more in-depth study, as it is in
contradiction with previous conclusions that the transfer of practical knowledge and
expertise is highly appreciated.

CONCLUSIONS AND DISCUSIONS

Entrepreneurship is a catalyst for growth, creating new jobs, contributing to middle class
formation and thus solving social issues. Youth Entrepreneurship is also important for
strategic development of the economy, creating long-term development perspectives, a
stronger drive for innovation, the better use of new IT technology where exceptional
dynamics are attested.

Entrepreneurship development can be sustained in two ways: education and
entrepreneurship support. The development of entrepreneurial spirit and values can be
plenary developed in the conditions of a democratic society in which diversity of views,
critical thinking and non-conformism are accepted and even promoted. R. of Moldova is
still a transition country, from a society with an authoritative past to a democratic society,
so there are still many "roots" that are impediments to the development of
entrepreneurship, especially for the elderly.

The analysis carried out shows that in R. of Moldova there are both governmental
institutions and NGOs sufficient to support the development of entrepreneurship.
However, there are some impediments to its development, such as: still insufficient
financial support for small business, insufficient consultation for SMEs especially in rural
areas, and stakeholders interested in the development of entrepreneurship has a modest
degree of collaboration. In this context, it is important to initiate the institutional
coordination actions and cluster creation, which would allow for more efficient use of
resources and would ensure a greater impact of implemented measures.

In order to examine the business environment and its perception by young people, a
survey of opinions was conducted. As a result we notice that uncertainty avoidance is at
a high level, which can be considered negative for the development of entrepreneurship.
It is therefore necessary to promote the change of the cultural paradigm, which would be
permissive for assuming the risk and the right to failure. It is established the importance
of the supporting of own team and family and, at the same time, the transfer of knowledge
and practical skills through mentoring, conferences, seminars, etc. is considered more
important than formal training in schools and universities.

There is evidence of deficiencies in attracting financial resources, and commercial banks
are less likely to collaborate with SMEs and young entrepreneurs without experience,
whose business involves greater risks. It is therefore necessary to develop an economic
ecosystem that would favor the lending of small companies, the development of
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instruments that would interest the banking and non-banking sectors such kind of
operations.
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ABSTRACT

Purpose. Purpose of the article is to study factors influencing the development of youth
entrepreneurship in the Republic of Belarus. The study is conducted in compliance with
national context and existing framework conditions for the state and development of small
and medium business in the Republic of Belarus.

Methodological approach.In the course of writing the article empirical methods of
quantitative research such as online survey, methods of generalization and
systematization, grouping, comparative and statistical analysis were used. Forms of
survey of youth and experts, including sets of questions to identify the profile of
respondents, as well as, groups of factors influencing business activity were used.

Findings.The article defines general characteristic of entrepreneurial environment of
youth. There are presented the results of analysis of the initial data obtained during the
survey (questioning) of youth of the Republic of Belarus and experts in respect of
determining the state of entrepreneurial environment of youth, including both quantitative
assessments and qualitative characteristics.

Originalityandvalue.The work describes the current state of small and medium business
in the Republic of Belarus, explores the ability of young people to start their own business.
Obtained results of the research can become a basis for identifying the “tight spots”related
tosetting conditions for activizationof youth entrepreneurship in the Republic of Belarus.

Keywords: small and medium business, youth entrepreneurship,business development,
entrepreneurial activity.
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INTRODUCTION

Currently, small and medium business of the Republic of Belarus is represented by
110,000 legal entities, 236,000 individual entrepreneurs and more than 50,000 physical
entities attracted by individual entrepreneurs under labour and civil law contracts.Sectoral
structure of small and medium entrepreneurship is relatively stable. These days one third
of all organizations of small and medium enterprises is involved in production sector, two
thirds in the services sector. The predominant types of activity in the number of
organizations are: wholesale and retail trade, repair of automobiles and motorcycles,
manufacturing, transport, warehousing, postal and courier activities.

The share of small and medium business in the industrial production of Belarus in 2016-
2017 was 17.8 percent. The low level of contribution of small and medium business in
industrial production can be attributed to problems of access to financial, material and
labor resources, new technologies and equipment since industrial production requires
much higher expenditures.

Positive dynamics is demonstrated by subjects that are focused on external demand. So,
in 2016, the share of products of small and medium business in the total volume of export
of goods amounted to 45.4 percent. The results of 2017 showed that this rate increased to
46.9 percent. More than 80 percent of the republic's wholesale trade accrues to small and
medium business. Meanwhile, more than 50 percent of this turnover is provided by small
enterprises.

In the mean time, it should be noted that in recent years there has been a negative trend
in the contribution of small and medium business to fixed capital investments. Thus, in
2017 the share of small and medium business in the overall volume of investments was
only 34.4 percent. In the pre-crisis period the value of this indicator reached 42 percent.
The decline in investment activity is caused by general deterioration of economic
situation, slow recovery in domestic demand, and, to a certain extent, by problems of
access to financial resources.

At the present time, a network entities of small and medium business support
infrastructure, consisting of 99 business support centers and 27 small business incubators
is functioning in the republic (as of July 1, 2018).

Subjects of this infrastructure are mainly located in regional centers and major cities.

However, the contribution of small and medium business to economy of Belarus is much
lower than in most developed countries. Thus, in European Union countriesthe share of
SMEs in gross value added is 56.8 percent and the share of employed persons is 66.6
percent.

Over the past 5 years, a number of regulatory legal acts has been adopted in the Republic
of Belarus; the acts are aimed at developing and stimulating entrepreneurial initiative,
business activity, as well as eliminating excessive administrative barriers imposed on
business entities of the republic. The most significant regulatory legal acts are:

e Decree of the President of the Republic of Belarus as of November 23, 2017

No7 “On the development of entrepreneurship”, which provides for
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fundamental changes in the system of interaction between government bodies
and business, a significant reduction in the interference of public officials in
the activity of business entities and strengthening mechanisms of business self-
regulation.

e Decree of the President of the Republic of Belarus as of December 21, 2017
Ne8 “On the development of digital economy”, worked out in the aims
ofextension of IT industry and establishment of digital economy, as well as,
attracting technologies and capital to the country's economy.

e  Governmentprogramme of support for small and medium business until 2020.

o Strategy for the development of small and medium business”Belarus - a
country of successful entrepreneurship” for the period until 2030.

At present, young people are the main bearer of innovative potential of development of
modern society, the most important strategic resource of development of any country.
Specifically the actions of modern youth determine what entrepreneurship and economy
of the country as a whole will represent in 10-15 years. Therefore, youth entrepreneurship
should become a top-priority development trendin the period of formation of innovative
economy in the country. The importance of youth entrepreneurship is determined not only
by its progressive focus, but, as well, by the ability of solving social problems. One of
these problems is youth unemployment. As a number of studies shows, more than 70%
of university graduates have encountered problems in employment issues. The main
problems are: lack of working experience (employment period) - 52.6%, low level of
proposed salary - 31.1%. According to statistics, about 300 million young people between
the age from 18 to 30 all over the world either do not have a permanent job or are being
unemployed. About 20% of them have excellent abilities to start their own business and,
for various reasons, only 5% of them take chance of fulfilling it.

The article aims at identifying the level of involvement of youth of the Republic of
Belarus in entrepreneurial activities. To achieve this aim the following objectives were
formulated: identification of constraining factors for starting entrepreneurial activities
among youth through an online survey; development of proposals for activization of
youth entrepreneurship in the Republic of Belarus.

The researchwas conducted in frames of the project “Higher education institutions for
youth entrepreneurship”. The questionnaire was compiled in accordance with the aim of
the project, which was to determine the environment of youth entrepreneurship, to
identify the most significant and disincentive factors in development of youth business
by means of collection and analysis of quantitative and qualitative data.

LITERATURE REVIEW

The place and role of entrepreneurial activity in development are the subject of in-depth
and diversified scientific research. Considerable interest in the socio-cultural
characteristics of entrepreneurial activity is manifested in foreign literature, primarily in
the works of such classics as M. Weber, J. Schumpeter, W. Sombart and others.
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Representatives of German classical philosophy (I. Kant, J.G. Fichte, G.W.F. Hegel) and
classical political economy (A. Smith, D. Ricardo) paid attention to the problem of
economic and entrepreneurial activity. K. Marx investigated the heuristic potential of the
English economic school, but at present, nevertheless, weare called upon to address the
ideas of M. Weber, in whose writings an entrepreneurial “spirit” is analyzed in a rather
distinct way.

Currently, one of the leading information projects is the project “Doing Business”, which
provides an opportunity to acquire up-to-date information on the state of small and
medium business in various countries around the world.

At present, a number of organizations and individual scientists are engaged in research
on the development of youth entrepreneurship in the Republic of Belarus(R.Marozau,
A.Karpanovand S.Belokhvostov, 2016; E.Shumik, E.BelikandM.Blinov, 2017;
[.Kotlyarov,L.Shumskaya, 2014; I.Baikova, 2016; N.Yatsevich, . Trusevich, 2018, K.
Dagenhart, 2014).

One of the most well-known global research projects studying the nature of
entrepreneurship is “GUESSS” project, which has been held every two years since 2003.
The object of this research is students as a stratum of youth with a higher level of
education and presumably having better prospects for entrepreneurial
activities(Zellweger T., P. Sieger and F. Halter, 2011; R.Marozau, N.Apanasovich, 2016).

It should be noted that in general in research enough attention is paid to the phenomenon
of youth entrepreneurship development. At the same time, the issues of youth
entrepreneurship development remain open taking into account the national context. The
factors that influence the start of entrepreneurial activity among young people remain
insufficiently studied.

RESEARCH DESIGN AND METHODOLOGY

For the purpose of wider geographical coverage and accessibility of respondents,
reduction of time, cost of conducting a research, as well as avoiding subjectivity of
answers when communicating directly with interviewer, the authors preferred such
method of conducting research as online survey. The main aim is to study factors that
have the greatest influence on the implementation of entrepreneurial activities in the
country.

To conduct the survey in accordance with the aim and objectives of the project, a special
questionnaire was developed. The questionnaire consists of 7 parts.The introduction of
the questionnaire explores the profile of the respondent including country of origin,
gender, level of education, place of residence, occupation and interest in becoming an
entrepreneur.Further on, there were 4 sets of factors, in each of which generalized
statements were presented. The respondent needed to rate them on a scale from 1 to 4
(where 1 is “not a significant factor at all”, 4 is “a very significant factor”).Since young
people aged from 13 took part in the survey, the researchers suggested, as well, an
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assessment of factor 0 “I cannot evaluate, there is no information”,having supposed that
certain factors may not be familiar, may be difficult to estimate.

The first block of statements “Motivation, awareness” includes six statements about the
youth motivation to start or develop their own business. The second block “Knowledge,
education” suggests assessing the value of 11 factors associated with formal education or
other knowledge in the field of entrepreneurship. The third block “Finance” consists of
10 factors related to financial aspects of entrepreneurship. The fourth block “Support”
consists of 13 factors, which are proposed to be assessed in terms of importance and
significance. The fifth block “What prevents to start a business” consists of 9 statements,
the value of which the respondent must evaluate by the level of significance. The final
part of the questionnaire is an open question “What are your recommendations for
improving youth entrepreneurship in your country?”. The open question allowed
collecting some additional qualitative data that were not taken into account in other parts
of the questionnaire.

FINDINGS

A total of 314 valid questionnaires were received in the Republic of Belarus. Among
those surveyed, 64% are women, 36% are men. The age distribution of the interviewed
young people in the Republic of Belarus is as follows: 34.4% of respondents are aged
from 13 to19 years old, 50% are aged from 20 to 25 years old, 8.6% are aged from 26 to
35 years old, 6.7% are aged over 35 years old. 13.7% of respondents have a general
education, 37.6% have a complete secondary education, 48.7% have a higher education.
56% of respondents live in large cities, 35.4% live in small cities, 8.6% live in rural areas.
The majority of respondents are students - 79% and employees - 19%. Thus, the
questionnaires received are representative sampling.

Among the factors motivating to start business, the most frequently mentioned by
respondents are: expected high earnings (59%); the opportunity to be independent (47%);
the opportunity of creativity (38%); career growth (30%); the opportunity to be an owner
(28%); the opportunity to manage (24%); prestige (20%); risk (7%). In response to the
question “Interest to become an entrepreneur” 28% of young people indicated that they
are interested in starting their own business, 26% of young people thought about starting
their own business, but are not confident in their abilities, 25% of young people do not
reveal an interest in entrepreneurship.

At the same time, there are low indicators on the following parameters: statements “I have
a team”, “I have developed a product prototype”, “First sale took place”,
“Entrepreneurship is registered” and “I am an entrepreneur” are ranging from 2-6% each.

The youth questionnaire was compiled specifically for the aim of the project, which is
determining the environment of youth entrepreneurship, identifying the most significant
and restraining factors in the development of youth business through collecting and
analyzing quantitative and qualitative data.
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Data collection was performed using WebRopole, data analysis was done using SPSS and
Nvivo. To check the accuracy of the questionnaire (entirely and for individual scales of
the questionnaire), the Cronbach’s Alpha coefficient was calculated.

Table 1

Cronbach's Alpha coefficient for individual scales of the questionnaire

Scale Cronbach'sAlpha Numberofitems
Motivation, awareness 0,773 5
Knowledge, education 0,869 11
Finance 0,829 10
Support 0,878 13
What prevents to start a business 0,781 9
YouthSurveyquestionnaire (entirely) 0,931 45

The coefficients obtained demonstrate a sufficiently high reliability and internal
consistency of the entire questionnaire and scales separately.
TheCronbach’sAlphacoefficientrangesfrom 0.77 to 0.93.

Scale “Motivation, awareness” (3.3) is in the first place - the respondents assigned the
highest scores to the factors included in this scale. Scale “Knowledge” (3.1) is in the
second place is. A group of factors: “Support” (3.01) and “Finance” (2.95) are in third
and fourth places respectively. The factors listed in the scale “What prevents to start a
business” are estimated by young people at an average of 3.0 points.

Scale “Motivation, awareness” includes 5 statements (Figure 1). The average rating of
3.3 on the scale means that all the factors in the scale are significant and very significant.
Among all the factors ofthe scale “Motivation”, “Self-confidence” factor is considered as
the most significant in the assessment (3.39), “Personal motivation to start a business”
(3.33). Young people give the least importance to the factor “Ability to create a team”
(3.17).

Ability to create a team NN 3.17
Conception of creating a business NI 3.34
Ability to find a business idea NN 3.28
Personal motivation to start a business NI 3.33
Self-confidence NN 3.39

305 3.10 3.15 320 325 330 335 340 345

Figure 1. Assessment of factors on the scale “Motivation”
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Scale “Knowledge, education” includes 11 statements (Figure 2). The overall average
rating on the scale “Knowledge, education” is (3.1), which means that young people
suppose that various factors related to knowledge and education are quite important. The
distribution of this scale does not correspond to the normal distribution in accordance
with the result of the Kolmogorov-Smirnov Test (Z = 2.259, sig = 0.000, sig <0.05). The
most significant factors of this scale were identified as follows: knowledge of taxes and
financial statements (3.26), knowledge of basics of business (3.24) and knowledge of
funding sources, their availabilityand ability to attract (3.23). Possession of higher
education (2.66) and availability of a network of working contacts (2.96) are rated as the
least important factors in this scale.

Higher education I 2,66
Investors I 310
Networking I 2 96

Support tools for new entrepreneurs IS 3.07
Taxes and financial statements I 3,26
Sources of financing R 323

Registration of entrepreneurship activity IS 3.09
Buisness modeling S 3,16

Innovation I 3,16
Creation of business idea NI 326
Basics of business I 324

0.00 050 1.00 150 200 250 3.00 3.50

Figure 2. Assessment of factors on the scale “Knowledge, education”

Scale “Finance” includes 10 statements. The youth of the Republic of Belarus assesses
factors included in scale “Finance” at an average of 2.95 points. This indicator is quite
high, but is inferior to the factors “Motivation”, “Knowledge” and “Support”. Similar to
the previous scales, the asymmetry is shifted to the right, which indicates that these factors
are estimated by young people mostly above average - as important and very important.
The distribution on the scale “Finance” does not correspond to the normal distribution, as
evidenced by the Kolmogrov-Smirnov Test (Z = 2.193; sig = 0.000; sig <0.05).

25



Tax discounts I 3016
Availability of EU funds mammmmmmsssssss 2,90
Availability of state and regional programmes IIEEEEEEEEEEEEE——— 2 99
Bank financing M 2 .96
Venture funds IEEEEEE—— 2,63
Financing of investors IS 3.06
Crowdfunding IS 2 78
Financial assistance of friends and family TS 2 65
Personal savings I 3,11
Availability of financing in general to start a.. I 3,25

0.00 0.50 1.00 150 2.00 250 3.00 3.50

Figure 3. Assessment of factors on the scale “Finance”

As can be seen from Figure 3 the factor of availability of financing as a whole has the
greatest value (3.25) for Belarusian youth. According to respondents’ perspective, such
factors as tax discounts (3.16), personal savings (3.11) and financing of investors (3.06)
are, as well, of great importance.

Financial assistance of friends and family (2.65), venture funds (2.63), Crowdfunding
(2.78) are considered the least significant factors. In our opinion, such a low assessment
of these factors is associated with a lack of knowledge and information about certain
financial structures and their capabilities. It is confirmed by the fact that 11.5% out of the
total number of respondents indicated that they do not know about venture funds or find
it difficult to assess this factor. 7% ofrespondents donothaveinformation
aboutCrowdfunding.

Scale “Support” contains 13 statements about various options and ways of support from
the near and far environment (for example, educational institutions, government,
experienced entrepreneurs) (Figure 4). The average rating of factors in this scale is 3.01.
The distribution on this scale does not correspond to normal distribution.
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Reducing bureaucracy I 2 92

Experience exchange (conferences, forums,.. S mmmmmmmmmmm—— 3.15

Courses, workshops, entrepreneurial training S————————————_—_—_—_—_— 3,04
Other state instruments (benefits,. . ————————— 3,05

State/regional business-incubator EEEEEEEEEE——————_———— ) g7
University business-incubator S———— 2 .63
Support of school/university FEEEEEE————————— 2 54

Other experienced entrepreneurs SEEEEEE————_—— 316
Investors (business angels) FEEEEEEE—————_——_—— 318

Career consultants SEEEEEEEE———————— 3,04

Friends and colleagues mmmmmmmmmm—— 3.03

Tean S 3 38

Family Se— 3,18

0.00 0.50 1.00 1.50 2.00 2.50 3.00 3.50 4.00

Figure 4. Assessment of factors on the scale “Support”

Having investigated indicators on the distribution of factors of scale “Support”,it is clear
that the main support for starting a business is needed from the team, family, and
investors. They are followed by such factors as support of experienced entrepreneurs and
the exchange of experience. Support from the government, educational institutions in the
opinion of respondents is of the least importance. Therefore, it can be concluded that,
according to respondents’ opinion, psychological support is of more particular
importance, rather than physical or financial support.

Scale “What prevents to start a business” (Figure 5) is optional and explores factors that
can act as demotivators for starting a business. Among them are age, experience, lack of
knowledge, lack of support, lack of courage, etc. The factors of this scale are estimated
at 3.0 and are quite important.

Availability of technical base I 3.02
Contacts I 2,99
Courage (first step) I 3,16
Lack of support I 2 89
Lack of idea I 3,18
Finances I 3.41
Knowledge . 3.22
Experience N 2 .93
Age IS 2.20

0.00 050 1.00 150 200 250 3.00 350 4.00

Figure 5. Assessment of factors on the scale “What prevents to start a business”
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The data in Figure 5 shows that the main disincentives are the lack of funding and
knowledge. Another significant factor is lack of courage. The result of this scale is
consistent with the results of the previous scales.

Thereby, the main part of the surveyed residents of Belarus (50.3%) were young people
between the ages of 20-25, students or people with higher education, mostly women
(64%), 54% of which are interested in starting their own business or are thinking of it.

Analysis of the qualitative data of the youth survey showed that 528 semantic units of
answers were received out of analyzed 314 valid questionnaires, which contained answers
to the open question “What are your recommendations for the development of youth
entrepreneurship in your country?”. They were divided into eight categories which are
almost identical to the above mentioned scales: motivation, awareness; knowledge,
education; exchange of experience, examples of professionals; state and EU support;
information; finance; assistance, support; business incubators. Table 2 summarizes the
results of content analysis.

Table 2

Summary of the results of content analysis

Category Claim blocks in Examples of statements
(number of categories
units) (number of units)
Motivation, More confidence.
awareness Find your goal, strive for it, develop your idea and
(138) never give up.
Do not be afraid of taking risk.
Creative thinking.
Do not be afraid to take the first step
Knowledge, | More business Increase the number of business education
education education at schools programmes.
(132) (99) Promote the study of entrepreneurship at schools.

At educational institutions it is necessary to conduct
workshops and lectures on entrepreneurship.

Knowledge
acquisition at various
seminars, trainings,
consulting services
(22)

It is necessary to conduct more multi-stage business
trainings.

Organize meetings among young people and
successful entrepreneurs.

Transfer practical experience on what is a real
business and how to create it.

Organize more in-training courses, workshops

Development of
practical knowledge
and skills (7)

Develop your own business project in the process of
learning at school or university.

To study the statistical and accounting reports of
actually working organizations in practical classes.
To do independent calculations, to describe
scenarios and business models.

The value of already
existing knowledge in
the field of business

4

One of the most important factors is the ability to
draw up a business plan for a particular idea.

The entrepreneur must be educated and have
knowledge in various fields of activities.

It is important to understand what you are doing.

Continuation of Table 2 on next page
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Table 2, continued

Exchange of
experience,
success
stories (73)

Exchangeofexperience
(58)

Contribute to the formation of an environment of
young, efficient business leaders.

Participate in experience sharing workshops.
Ability to work under the guidance of experienced
entrepreneurs (mentoring).

Successstories (15)

Meetings with existing entrepreneurs.

Support ideas by experienced entrepreneurs.
Exchange information and opinions with
experienced entrepreneurs.

To conduct trainings and conferences with well-
known entrepreneurs who started a business from
scratch.

Stateand EU
support (52)

Support through
programmes and
funds (27)

Improve government programmes to support small
business.

State support is very important for the development
of innovation.

Creating new jobs for young people.

New organizational forms for young entrepreneurs.
Support by various government agencies at different
levels.

More financial support from the European Union.
Support from the state, Euro funds, etc.

Reducing the tax
burden and
bureaucracy (25)

Often, the existing tax system is an obstacle for
small business development.

It is possible to reduce the tax burden or completely
exempt start-ups from taxes.

Information

D

More information about the possibilities of starting
your business.

More information about the European funding and
small business support.

Many people do not know that they can get financial
support and where to go for it.

Not enough information about business incubators.
More accessible and understandable information
about taxes.

Online information platform about youth business.
Advertise events for young entrepreneurs.

Finance (44)

Funding for the youth start-ups.

More help with financing.

Start-up capital.

Increase financial support at the initial stage.
Getting information about how to attract investors.
Attraction of financing through various projects.

Assistance,
support (28)

Youth support: financial, experience transfer, help
with ideas, etc.

More assistance and trust is needed so that young
people can become entrepreneurs.

Support from the university (activities that provide a
small, but seed capital).

Team support.

Opportunity to be heard, help from the side.

Continuation of Table 2 on next page
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Table 2, continued

Business Creating a larger number of business
Incubators incubators.
) Actively disseminate information about

business support centers.

Business incubators are needed in small towns.
Other (3) This block includes single answers that are not
correlated to existing categories, for example:
need more practice, less theory; it is important
to sensibly assess and use the resources already
available; criticism of the current situation in
the country, etc.

Summarizing the results of the content analysis of the answers to open question,it can
be noted that the youth of the Republic of Belarus believes that the most important factor
for a successful start and development of a business is self-confidence and high personal
motivation. Knowledge is considered as a necessary initial resource. To start a business,
it is especially important to have knowledge of the sources of financing, basics of business
and the tax system in the country. This is followed by practical knowledge, for example,
how to choose and build a business model, business registration process, etc. At the same
time, respondents note that knowledge must be constantly deepened and expanded
through participation in workshops and trainings. The analysis of qualitative data showed
that the Belarusian youth considers it necessary to provide knowledge of business starting
from school course.

The most important factor for youth business among the factors of the scale “Finance” is
the availability of financing in general in the country, as well as, the availability of EU
funds. Young people feel an urgent need for real action by the state - reducing the tax
burden and simplifying bureaucratic procedures, providing jobs, introducing state support
tools and EU programmes. Belarusian youth focuses on the need for constant, accessible,
understandable information about the possibilities of financing and developing their
business. Thus, among the factors that prevent starting a business, the most important is
the lack of finance and knowledge. According to the respondents, age prevents starting a
business least of all.

Analysis of expert evaluation

7 experts were surveyed in the course of the research. All experts have experience of
minimum 3 years in entrepreneurship activity and business management. 2 respondents
have special education in the field of business management or similar education (master,
postdoctoral student,doctorate degree candidate, doctorate degree). 1 person among the
respondents was engaged in research activities over the past 5 years. None of the expert
has experience of participation in international events related to entrepreneurship. There

are no representatives of state bodies among the respondents, as well, whose
professional activities include development of entrepreneurship.
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In the questionnaire the experts were offered a number of indicators characterizing
business environment. Based on the experts' answers for each of the criteria presented,
the average value was calculated. The results of significance evaluation of each criterion
are presented in table 3.

Table3
The results of significance evaluation of each criterion by the experts
No. Creterion Average value
1 Political and economic stability in the country, security 5,00
2 State support for youth entrepreneurship (entrepreneurial 7.00
climate) ’
3 Levelofbureaucracy 5,00
4 How easy is it to start a business (procedures, time, costs) 7,33
5 Opportunities of obtaining funding: Venture Capital 3,33
5.1 | Opportunities of obtaining funding: Bank crediting 433
5.2 | Opportunities ofobtainingfunding: State funding (scholarships, 467
support programmes ’
5.3 | Opportunities of obtaining funding: Availability of EU 433
financial funds '
5.4 | Legislationsupportingentrepreneurialactivity 6.67
5.5 | To what extent taxes are favorable for the development of 6.00
entrepreneurship ’
6 Levelofcorruption 4,67
7 State support tools (benefits for youth entrepreneurship,
mentoring, consulting services, school enterprises, business 5,67
incubators, etc.
8 Awareness of entrepreneurs on state support tools 7,33
9 To what extent environment at various educational institutions 5.00
influences youth entrepreneurship: at schools ’
9.1 | To what extent environment at various educational institutions
influences youth entrepreneurship: in the field of informal and 5,00
lifelong education
9.3 | To what extent environment at various educational institutions
influences  youth entrepreneurship: at higher education 5,67
institutions
10 | Opportunities of experience exchange (forums, idea contest,
. 6,00
business-clubs, etc.)
11 | Openness to world and European experience 8,67

Scale “Openness to world and European experience” (8.67) is in the first place. The
respondents assigned the highest scores to the factors included in this scale. Thus, 42.8%
of experts put the highest scores on this criterion (10 and 9). The second place was shared
by the scales “Possibility to easily start a business (procedures, time, costs)” and
“Awareness of entrepreneurs on state support tools” (7.33). 85.7% of experts believe that
it is quite easy to start a business in the Republic of Belarus. In their opinion, it is due to
a quite simple and not expensive procedure for registering an enterprise (2 days to register
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an enterprise), as well as, availability of sufficient information about the registration
process. Scale “State support of youth entrepreneurship” is in the third place. According
to the experts’ opinion, this is facilitated by the State Programme of Small and Medium
Business Support, as well as, efforts of the republic’s business community aimed at
multifaceted support of youth entrepreneurship.

Experts believe that the following criteria are quite significant: legislation supporting
entrepreneurial activities; tax policy; experience exchange opportunities (forums, idea
contests, business -clubs, etc.); state support tools (benefits for youth entrepreneurship,
mentoring, consulting services, school enterprises, business incubators, etc.); political and
economic stability in the country, security; level of bureaucracy; environment at various
educational institutions. Most experts consider that according to these criteria, the
situation in the Republic of Belarus facilitates development of youth entrepreneurship.

However, some experts note the following limiting factors for business development:
periodic, rapid and difficult to predict weakening of the Belarusian rouble against foreign
currency; poor solvency of public sector enterprises; venture financing (is still gaining
essential popularity among investors); private banks are willing to cooperate only with
successful entrepreneurs; commercial loans are not available for new entrepreneurs; most
economic education institutions give priority only to theory, while practice is nominal,
and entrepreneurial initiatives are not supported.

The remaining criteria vary from 4.67 to 3.33 points among the experts. Consequently,
they are not significant for development of youth entrepreneurship in the Republic of
Belarus.

CONCLUSIONS

In summary, in frames of the research conducted among young people and experts on the
development and support of youth entrepreneurship in the Republic of Belarus, it can be
concluded that the interviewed groups generally share similar opinion and consider that
the main positive factors contributing to development of youth entrepreneurship in
Belarus are:

e legal framework supporting entrepreneurial activities;

e awareness of entrepreneurs on state instruments of entrepreneurship support;

e opportunity of exchanging experiences between young entrepreneurs and
experienced businessmen.

As well, young people and experts consider that one of the necessary conditions for
development of youth entrepreneurship in the country is the need of providing knowledge
about business at school.

Constraining factors for development of youth entrepreneurship, in the opinion of young
people and experts, are:

e almost complete lack of information on venture financing;
e difficulties in obtaining commercial loans for new entrepreneurs;
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e lack of courage among young people to take the first step in entrepreneurship.

At the same time, in contrast to the opinion of young people, experts believe that it is
quite easy to start a business in the Republic of Belarus. In their opinion, it is primarily
due to a quite simple and not expensive procedure for registering an enterprise (2 days to
register an enterprise), as well as, availability of sufficient information about the
registration process. However, young people consider that they have very little
knowledge and information in this area.

Experts and young people look at the current tax legislation and state support for
entrepreneurship in the Republic of Belarus in different ways. Experts consider these
factors more likely as positive, contributing to development of youth entrepreneurship in
the republic.

However, young people feel an urgent need for real action by the state in terms of
reducing the tax burden and simplifying bureaucratic procedures, introducing state
support instruments and EU programmes to develop the infrastructure for youth
entrepreneurship support.
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Changes in Moldovan entrepreneurship
to achieve sustainable development
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ABSTRACT

Purpose. The aim of the research is to highlight the achievements of the Republic of
Moldova in integrating the Sustainable Development Agenda 2030 into the country's
policies and the role of entrepreneurship in their implementation.

Design/methodology. The basic concepts of sustainable development were defined and
its economic, social and environmental specifics were mentioned. Is described How
Agenda 2030 is integrated into the policies of the Republic of Moldova, taking into
account the country's priorities and peculiarities. There were mentioned the changes that
take place in the economic, social and environmental Moldovan entrepreneurship activity
in order to contribute to the sustainable development of the country.

Findings. The basic finding of the research indicates that the implementation of the
concept of sustainable development of society entails some changes in the development
policies of the countries, in the mentality of the people and not least in the entrepreneurial
activity. Sustainable entrepreneurship must be innovative and effective not only for the
sake of enrichment but also to save non-renewable resources, to invest in environmental
protection technologies and to have a social impact on all actors in entrepreneurship.

Research limitations. The paper is more descriptive, identifying the country's priorities
for sustainable development and the changes that have been made for this purpose in the
entrepreneurial activity. The issue of the implementation of the sustainable development
objectives is quite complex and therefore will serve as a study objective for future
researches separately for the economic, social and ecological specificity of the sustainable
development in RM.

Originality. The value of the review consists in describing and appreciating the process
of adaptation of the Republic of Moldova to the European principles of sustainable
development, finding the ways in which the local entrepreneurship tends to implement
the economic, social and ecological aspects of the sustainable development.

Keywords: Sustainable development, country policies, social entrepreneurship,
Corporate Social Responsibility, environmental fiscal reform, green economy.

Paper type: General review
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INTRODUCTION

In Moldova, the entrepreneurial practice is relatively young. Entrepreneurship education
is a priority of the country and it is directed to two dimensions. On the one hand, it is
necessary to build a society capable of carrying out entrepreneurial activities according
to the principles of market economy, starting with state regulations for creating a
favorable entrepreneurial environment, and continuing with the training of citizens,
especially young people, in acquiring the appropriate skills, knowledge and motivation to
pursue entrepreneurial activity and encouraging them to achieve entrepreneurial success.
On the other hand, as a country that tends towards European integration, entrepreneurship
education must be in line with the European principles of sustainable development, based
on an ethical, conscientious, intelligent and inclusive way of life.

Entrepreneurship tends to be associated with the economic development and welfare of a
nation. Entrepreneurs are the ones who introduce new technologies, promote new
products, stimulate the discovery of new resources and mobilize capital. In addition,
entrepreneurial activity provides jobs for most of the population; it contributes to
economic growth and to combating poverty.

Sustainable development is defined as “the development that meets the needs of present

without compromising the ability of future generations to meet their own needs” (UN
Brundtland Report, 1987). According to the principles of sustainable development,
entrepreneurship should not develop at any costs, because an entrepreneur based on
selfishness is destructive. As profitable as it may be for society, it can be equally
destructive in the long run if the phenomena of depletion of non-renewable material
resources, human exploitation, overpopulation and asphyxiation of cities, soil degradation
and environmental destruction by industry-derived products are not the subject of a
restricted control. The state authorities of each country have the role of mediators in
shaping the sustainable course of entrepreneurial development.

In September 2015, the Republic of Moldova, together with the UN member states,
pledged to implement the Sustainable Development Agenda 2030, adopted at the United
Nations Summit in New York, offering a new development approach centered on
promoting human rights in all its aspects. Therefore, people's interests are at the heart of
the development process, which can only be achieved in a sustainable way by
empowering people to participate, contribute, and benefit from economic, cultural, social
and political development in the basis of a common position in which all human rights
and freedoms are respected (Agenda 2030, 2015).

In Moldova, the National Council for Sustainable Development (HG nr. 912, 2016) was
established, which is concerned with the fulfillment of the commitments of the Agenda
for Sustainable Development 2030. Agenda 2030 is very complex, comprising 17 general
goals and 169 specific objectives covering all key aspects of development: (i) economic,
(i1) social and (iii) environmental and encompassing the priorities and peculiarities of
each country. Therefore, after being adopted globally, the Agenda needs to be adapted to
the specific context of each country (nationalized) to make it meaningful, feasible and
effective. Eradicating poverty and hunger, ensuring food security, improving nutrition,

modernizing education, ensuring access for all to energy services, economic growth,
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improving infrastructure and developing agriculture are just a few of the Agenda targets
that are pursued and applied in the Republic of Moldova through country policies and the
activity of the National Council for Sustainable Development (Adapted Agenda 2030,
2017).

RESEARCH METHODOLOGY

The research methods used were the analysis of the country policies to identify the
priority directions of sustainable development and the identification of the changes in the
local entrepreneurial activity oriented towards sustainable development. The priority
directions and the actions to achieve sustainability were mentioned for each aspect:
economic, social and environmental. For this purpose, reference has been made to country
policy papers and project studies. The bibliographic sources used allowed us to inspire,
understand the study of the problem and define the main concepts used in the work. The
dynamic analysis of business activity indicators after 2015 period was used to track what
changes were made after signing Agenda 2030.

PRIORITY DIRECTIONS OF SUSTAINABLE ECONOMIC DEVELOPMENT
IN THE REPUBLIC OF MOLDOVA

Contrary to the utopian theory of "Zero Growth" (Meadows, 1972) advocated for the
reduction of pollution, exhaustion of non-renewable resources and consumption in
developed regions of the world "in the proportion of absurd waste" (Mesarovic, Pestel,
1975) we believe that economic development is a necessary and central one in sustainable
development as a guarantor of inclusion and as a source of income for the implementation
of social objectives. The economic aspect of sustainable development must be based on
smart growth, which involves decent work, the implementation of innovations, the
discovery of new materials, the building of sustainable infrastructures and the
development of environmental protection technologies.

All Agenda 2030 sustainable economic development objectives were considered relevant
to the Republic of Moldova and included in country policy papers.

Moldova has the lowest GDP per capita in Europe (Concept note SND "Moldova 2030").
Therefore, rapid growth is needed to reach the level of neighboring countries and ensure
dynamic economic and social development.

The economic growth of countries depends on the available resources, the level of
infrastructure, access to finance, the level of research-development and the capacity to
implement innovations.

Moldova has limited resources and therefore the only source for increasing
competitiveness, job quality and population welfare is labor productivity, which can be
enhanced by investing in innovation and technology with a focus on increased value-
added sectors and labor intensive use. According to the National Strategy for attracting
investments and promoting exports for 2016-2020, the priority sectors of Moldova are (i)
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information and communication; (ii) manufacture of machines and equipment; (iii)
administrative service activities and support service activities; (iv) manufacture of
machinery and parts; (v) manufacture of textile products, clothing manufacture and
footwear manufacture; (vi) electrical equipment; (vii) food industry and agriculture.

According to the research carried out by the National Bureau of Statistics of Moldova
(NBS RM), the number of innovative enterprises in the period 2015-2016 constituted
21% of the 3 233 enterprises included in the research. Of the total number of innovative
enterprises, 41% achieved several types of innovations (products, processes,
organizational and marketing methods), 23% achieved product and /or process
innovation, 36% - developed method innovations organization and/or marketing. Of the
total number of innovative enterprises, 54% worked in the industry (of which 48% in
manufacturing) and 46% in the services sector (23% in wholesale, 9% in transport and
storage, 7% - information and communications). Enterprises have made product and
process innovations through several development ways. In general, businesses are
innovating their own products and processes independently. The highest degree of
cooperation is recorded in process innovation. Innovation of products and processes
through cooperation has the following structure: 28% - with suppliers of equipment,
materials, components or software, 26% - with other enterprises, 25% - with customers
or buyers, 13% - with universities and research institutions; according to the location of
the cooperation partner: 70% - with partners in the Republic of Moldova, 19% - with
partners in the European Union and 11% - with partners from other countries.

100%
20% Elaborated by
someone else
B0% Developed by adapting
products or processes
40% s Developed in cooperation
with other companies
20% B Developed by themselves
0%

Product innovations Process innovations

Figure 1. Product and process innovations by way of development, 2015-2016,
Source: NBS RM, www.statistica.md

The private sector continues to be the main engine of economic development. Therefore,
country policies should encourage enterprises to be productive, innovative, create decent
jobs, with a particular focus on micro, small and medium-sized enterprises (SME), which
are the most flexible and more numerous.
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According to the NBS RM, in 2017 the number of SME was 53.6 thousand enterprises,
which is about 98.6% of the total number of enterprises. The number of employees of
SME for the reporting period amounted to 323.3 thousand people, which amounts to
61.2% of the total number of employees of all enterprises. Revenues from SME for the
same period amounted to 137,506.1 million lei, or 41.5% of the amount of income from
sales in the whole economy. The index of the main SME indicators shows a growth trend
(Figure 2). The most representative is the index of the number of employees, as this
indicator is closer to the reality of SME's functioning. The modest level of this index
speaks of the slow pace of development in this sector. The high intensity of SME sales
growth is about increasing labor productivity but should be corrected with inflation. The
increase in the number of SMEs is 7,6%, a positive first-time situation, but there is interest
in the rate of active and survival enterprises.
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—o—Number of SMEs —#— Number of employees Sales 1584

160 143,9
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Figure 2. Indexes of the main indicators for the activity of SME for 2015-2017, %,
Source: NBS RM, www.statistica.md

A statistical survey conducted by NBS RM for 2016-2017 period showed that the number
of active enterprises growth and accounts for about 72,4% and 71,3% of the total number
of reporting enterprises. Both demographic indicators are on the rise. The share of
liquidated enterprises increased more than that of newly created enterprises, a situation
explained by the simplification of the procedure for the liquidation of enterprises. Even
if the share of enterprises survived after one year of activity is increasing, the degree of
survival after two years of activity remains at the level of 2016.

80
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Figure 2. Demographics and survival of enterprises,
Source: NBS RM, www.statistica.md
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The analyzed information allows us to conclude that the growth recorded in the business
activity is quite modest. The country needs a more rapid growth, but domestic products
have to cope with global competition.

Poor infrastructure is one of the main constraints affecting the competitiveness of the
Republic of Moldova. According to the Global Competitiveness Report 2018, Moldova
ranks 130th in road quality and 136th in cluster development. One of the national targets
is the development of quality and sustainable infrastructure in the country's regions, with
wide and fair access for all, in according to support economic development and
population welfare.

Significant increase in access to information and communication technologies and
promotion of universal access to the Internet, both from an economic point of view
(ensures increased competitiveness), but also from a social point of view (ensures better
interconnection between people, and allows modernization of public services and
increasing the population's access to them) is of vital importance for the country.

In order to achieve good results regarding the entrepreneurial activity in the Republic of
Moldova, it is necessary to improve the business support infrastructure by creating and
developing industrial parks, business incubators, reducing the process of reducing
bureaucracy in the setting up and functioning of new enterprises, better information of
the population on government programs to stimulate private initiative, more
popularization of the entrepreneurial affairs registered by local entrepreneurs.

THE ROLE OF ENTREPRENEURSHIP IN SOCIAL DEVELOPMENT

Speaking about the social aspect of sustainable development, we are talking about
eradicating poverty and hunger, ensuring food security, improving nutrition and
promoting sustainable agriculture, ensuring a healthy life and promoting the well-being
of all at any age, guaranteeing quality education and promoting learning opportunities
lifelong learning for all, achieving gender equality, access to basic services, equal rights
and opportunities and social inclusion (Agenda 2030).

Entrepreneurship plays a decisive role in social development and not only through the
creation of new jobs that will provide a source of income for employees, but also by
creating a significant social value by improving working conditions, contributing to the
formation of funding sources for social programs, environmental and tax issues. Today,
the perception of a successful company is no longer associated only with profit
maximization but also with its positive impact on society by developing the so-called
Corporate Social Responsibility (CSR). The main idea of CSR is that businesses have an
obligation to work to meet the needs of stakeholders and engage in creating value rather
than creating wealth (Jamali & Mirshak, 2007).

Often, CSR is used to enhance the image. Earlier private sector promoters have already
aligned their business objectives with SDGs, creating "sustainable brands" that are

launched on the market and involve high business development rates (Chakravorti, 2017).
40


https://hbr.org/search?term=bhaskar%20chakravorti

Corporate leaders feel pressured by activists to take action on various social issues, and
by donating money to a social issue it is easier to make friends and positive associations.
The “feel-good” of CSR seems to be evidence enough (Porter, 2003).

Starting with 2009, the annual SME contest "Corporate Social Responsibility Model" is
organized in Moldova, initiated and successfully implemented by the SME Development
Organization (ODIMM). However, we mention that the principles of corporate social
responsibility represent only a small part of the 17 objectives of sustainable development.
This means that for businesses there is a wide range of other activities that can generate
a benefit for both society and the private sector.

The state has an important role in creating the conditions and rules of the game for the
development of society, but the initiative and involvement must belong to all actors and
beneficiaries. Education of civic spirit, responsibility and creativity of citizens in solving
various social problems is a necessity in achieving a high level of inclusion. Lately, social
entrepreneurship, which represents the continuous activity of manufacturing production,
execution of works or provision of services for the purpose of obtaining income for use
for social purposes, including for the provision of social services, is developing with a
great extent. The goal of social entrepreneurship is to solve social problems and to
increase the employment of people belonging to disadvantaged groups. Social
entrepreneurship contributes to increased social inclusion, job creation, the involvement
of people belonging to disadvantaged groups in economic activities and facilitating their
access to social resources and services.

GENERAL ASPECTS OF SUSTAINABLE ECOLOGICAL DEVELOPMENT IN
THE REPUBLIC OF MOLDOVA

The ecological aspect was at the origin of the concept of sustainable development. For
the first time the problem of environmental damage from human activities which
threatens the very future of mankind was seriously discussed in 1972 at the Environment
Conference in Stockholm. Over the years the theories surrounding environmental
protection have evolved, placing different accents in its complexity. In 1986, in the
Brundtland Report, WCED, entitled "Our Common Future", it is admitted that economic
development can not be stopped, but strategies need to be changed so as to match the
ecological limits offered by the environment and the resources of the planet. A more
recent concept is that of the green economy, which Karl Burkart (2012) defined as the
most successful one, was based on six main sectors:

Renewable energy (solar, wind, etc.);

Green buildings (eg LEED - Leadership in Energy and Environmental Design);
Alternative fuels (electric vehicles, hybrids or alternative combustion engines);
Water management (water purification, rain water collection systems, etc.);

kW=

Waste management (recycling, storage, etc.);

Territorial management (including organic farming, habitat conservation, urban-park
afforestation, reforestation and land stabilization).
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These sectors could serve as benchmarks in future entrepreneurial programming, both in
terms of choosing the field of activity and in terms of managing the negative effects of
business on the environment. In particular, the second becomes extremely important since
the European Union is advocating for Environmental Tax Reform (RFN). The benefits of
RFNs have been recognized as part of the Europe 2020 Strategy in March 2010,
encouraging Member States to move from high taxation of labor to taxation for
environmental pollution and energy use and to resort to the elimination of adverse
environmental subsidies. Environmental taxes promote more rational use of natural
resources and reduce pollution. They are also a good incentive for technological
innovation, including waste processing.

The Government of the Republic of Moldova has pledged to implement RFN to respond
to global energy, environmental and sustainable development challenges. The reform is
carried out with the support of the Global Environment Facility and the United Nations
Development Program. The reform is based on several principles:

e the polluter pays - the correct and prudent taxation and taxation of all polluting
activities, ranging from industrial production to the use of personal machinery;

e the user pays - setting appropriate tariffs for the use of natural resources,
including water, air and soil, and fossil energy sources such as coal or natural
gas;

e pollution prevention and control - the obligation of the central and local
public administration authorities to prevent the degradation of the environment
and to protect and preserve it for future generations;

e sustainable planning and budgeting at local and central level - covering
both the immediate needs of community development and long-term
development friendly goals;

e encouraging eco-technology innovations in all areas of life and the economy,
including agriculture, energy, construction, but also in public institutions,
schools, hospitals and housing.

Sustainable development and promotion of the green economy are development priorities
for the Republic of Moldova. These are reflected in the country's main policy documents.
Several programs and projects of ecological nature have been carried out in Moldova.

The program - "Promoting green economic development' in Eastern Partnership
countries (EaP GREEN) is a regional program, the goal of which was the assistance of
the countries of the Eastern Partnership of the European Union (EaP) in their transition
to the green economy. In the framework of the intergovernmental and international
cooperation in the field of "green" economy, RM is looking for energy and resource
efficient technologies based on a better analysis of the interaction of economic and
ecological factors. A separate project of the EaP GREEN program is the "Greening of
SMEs" (OECD) project, which aimed at fulfillment a sectoral evaluation and presenting
recommendations for the development policies of the SME sector in terms of promoting
the principles of the green economy. The results of the project have been reflected in the
Action Plan of the Small and Medium Enterprises Development Strategy for the years
2018-2020, Priority 8 "Developing the green economy for SMEs. This includes
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recommendations for the development and implementation (through political and
legislative changes) of specific regulatory, information and financial instruments for the
greening of SMEs.  The project "Energy and Biomass in Moldova" aims to contribute
to the creation of a safe, competitive and sustainable system for the production of energy
from renewable sources, especially biomass from agricultural waste. The project has
contributed to increasing the consumption of energy from renewable sources
predominantly in public institutions and households in rural communities. project results
reported: 10-fold growth of solid biofuel production in less than two years, reaching up
to 160,000 tonnes of biofuel annually; each enterprise produces, on average, enough
biofuel to heat up 30 public institutions; 300 entrepreneurs have accumulated the
necessary knowledge and skills to successfully launch and manage their biofuel business;
over 37,000 people spend their winter in well-heated rooms, with heating costs reduced
by at least 30%; The National Institute for Standardization and Metrology has adopted 37
European standards for the production of solid biofuels.

CONCLUSIONS

The reflection of SDG in the country's development policies, the reported results of
ongoing projects, the activities of NGOs, the emergence of new entrepreneurial activities
and changes in the mentality of society are just some of the arguments that the principles
of sustainable development are under implementation in the Republic of Moldova.

Entrepreneurial activity is the main target of these changes in all three dimensions:

e Economic - increasing labor productivity through investments in innovations
and technologies focusing on sectors with increased added value, development
of business environment and quality infrastructure in the regions of the country;

e Social - increasing the positive impact of entrepreneurial activity on society
through Corporate Social Responsibilities, educating the civic spirit through
the development of social entrepreneurship;

e Ecological - promoting green economy, producing energy from renewable
sources, implementing environmental tax reform.

In order to accelerate the sustainable development process, it is necessary to continue the
process of informing society about its benefits and to favor the business climate for
attracting capital and private investment in the sectors that are relevant to achieving the
SDG.

Studying the achievements, difficulties and perspectives in implementing sustainable
development on the economic, social and environmental dimensions are the objectives
for the following research.
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Entrepreneurial Intentions of Youth:
Theoretical and Empirical Approaches

Tatiana Bucos

ABSTRACT

The importance of entrepreneurship for the development of the economy has determined
the measurement of entrepreneurial activity through different indicators. Given the
particular importance of attitudes and personal perceptions for entrepreneurial initiative,
multiple theoretical and empirical research are focused on the analysis of factors that
motivate individuals to entrepreneurial activity. The purpose of the article is to synthesize
empirical and theoretical approaches to entrepreneurial motivation. The article makes
special reference to statistical data that targets young people's entrepreneurial intentions.
At the same time, the article refers to the theoretical models that address the
environmental factors and the personal characteristics of individuals as factors impacting
the entrepreneurial initiative. In the analysis of impact factors, special attention is paid to
education, which is approached as a pull factor of the entrepreneurial intention of young
people.

Key words: entrepreneurship, youth, entrepreneurial intention, startup, motivation,
opportunity,self-perceptions, behavior, knowledge, education.
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INTRODUCTION

Entrepreneurial initiative is considered as an important factor of economic activity,
alongside capital, labor, nature, technology, information. Moreover, the entrepreneurial
initiative is the one that observes opportunities and identifies how to put into operation or
optimize the use of other resources. The particular importance of entrepreneurial
initiatives for the economy is demonstrated by the many studies focused on analyzing the
impact of entrepreneurship on the various economic variables (see Table 1).

Table 1

Some views on the importance of entrepreneurship

Entrepreneurs shifts economic resources from low to high
productivity areas with higher yield.

Entrepreneurship are the main vehicle to move an economy

J. Schumpeter (1911) | forward from static equilibrium, based on the combinatorial
capabilities of entrepreneurial individuals.

Detecting and exploiting opportunities for smaller firms is the
basic aspect of entrepreneurship.

Entrepreneurial activity moves the market towards

1.B. Say (1803)

E. Penrose (1950)

Il.;(gl%ner (1973, equilibrium as entrepreneurs discover profitable arbitrage
possibilities.
W. Baumol (1990) glrnotifglreneurlal activity crucial for (radical) innovation and

Entrepreneurs promote a more productive economy due to
R. Holcombe (1998) | more efficient and innovative ways of production, it is the
foundation for economic growth.

Entrepreneurs represents the ability to marshal resources to
OECD (1998) seize new business opportunities, defined broadly they are
central to economic growth.

Entrepreneurship is a context dependent social process
Ireland, Hitt, through which individuals and teams create wealth by
&Sirmon(2003) bringing together unique packages of resources to exploit
marketplace opportunities.

Entrepreneurship is the mindset and process to create and
develop economic activity by blending risk-taking, creativity
and/or innovation with sound management, within a new or
an existing organization.

Commission of the
European
Communities (2003)

The impact of entrepreneurship on economic variables has determined the increased
interest of researchers in the factors that stimulate entrepreneurial activity. At the same
time, annual reports are prepared at national, regional and world level, which are meant
to carry out dynamic and comparative analyzes on entrepreneurial activity. Given the
wide range of topics analyzed by research in this field, this article deals only studies
focused on analyzing the factors motivating people towards entrepreneurship, special
attention being paid to young entrepreneurs.
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STATISTICAL APPROACHES ON THE ENTREPRENEURIAL ACTIVITY

For the analysis of the entrepreneurial initiative of the population, were developed special
methodologies that allow the comparative and dynamic analysis of the variables with
impact on entrepreneurial activity. In our research, we will refer to two methodologies -
the Kauffman Foundationmethodology, which refers to the dynamic analysis of the
entrepreneurial initiative in the US (general and per states) and the GEM methodology,
which performs comparative analysis of entrepreneurial activity and of the
entrepreneurial ecosystem at the global level (2018/2019 Report included data for 112
countries).

The Kauffman Foundation Report

This report presents trends in startup activity over the past two decades for the United
States. Trends in startup activity are presented on the basis of the Startup Activity Index,
which is a composite indicator, calculated on the basis of three other indicators: 1. Rate
of New Entrepreneurs — percent of population that start a new business (0.3% in 2017);
2. Opportunity Share of New Entrepreneurs — percent of new entrepreneurs starting
businesses because they saw market opportunities, measures the percent of new
entrepreneurs who were not unemployed before starting their businesses (84.4% in 2017);
3. Startup Density - number of startup firms per 1,000 firm population, startup businesses
here are defined as firms less than one year old employing at least one person besides the
owner (85.4% in 2016).

According to Kauffman Foundation Report, in 2013, the Startup Activity Index for US
was at its lowest point in the last twenty years. At the same time, in the first two decades
of the 21* century Startup Density is lower than in the 1980°, 90° of the 20" century. If
in1977, out of 1,000 companies operating in the USA, 175 were enterprises launched
during the last year, in 2010 this indicator, this indicator is 78 (see Figure 1.)

Startup Activity Index (1996-2016) Startup Density (1977-2016)

Figure 1. Some indicators from Kauffman Foundation Report

12017 KAUFFMAN INDEX 20 17, THE startupactivity NATIONAL TRENDS, Ewing Marion Kauffman
Foundation, May 2017.
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According to the Report, the Startup Density in US is in a long-term decline. At the same
time, the authors of the report mention that Startup density in the United States overall
has been stuck roughly 20 percent lower than pre-Great Recession levels for the last few
years.

Besides analyzing the general tendencies in the field of entrepreneurial activity, the report
also refers to the tendency towards the entrepreneurial activity of different categories of
people. One of the directions of the analyzes is the structure of the new entrepreneurs by
age categories (see Figure 2).

1996 2016

= Age 20-34
" Age 20-34 26% = Age 35-44
= Age 35-44 Age 45-54
24% Age 45-54 Age 55-64
Age 55-64
26%

Figure 2. Changes in Compositions of new Entrepreneurs by Age (US)

The figure shows the trend of decreasing the rate of young entrepreneurs in the total
number of entrepreneurs who launched new business, their rate being 10% lower in 2016
compared to 1996.

Global Entrepreneurship Monitor (GEM)

GEM report is being drafted by an international consortium of universities and business
schools, set up in 1999 at the Babson College initiative. The report is based on an
international survey, conducted consecutively in 64 countries (for 2016/2017 Report).

The GEM Report tracked rates of entrepreneurship across multiple phases of
entrepreneurial activity; assessed the characteristics, motivations and ambitions of
entrepreneurs; and explored the attitudes societies have towards this activity.For
analyzing entrepreneurial activity, GEM apply three indicators: 1. Total Early-stage
Entrepreneurial Activity (TEA); 2. Established business ownership; 3. Business
discontinuation rate.

The entrepreneurial initiative of the population in the current period is measured through
indicator Total Early-stage Entrepreneurial Activity, which reflects percentage of the
adult population who are in the process of starting a business (a nascent entrepreneur) or
owner-manager of a new business which is less than 42 months old. Research shows that
this indicator differs both for countries groups and for age groups (see Figure 3.).
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Figure 3. Total Early-stage Entrepreneurial Activity, GEM Global Report, 2016/2017°

According to GEM, TEA decreases with the country's growing levels of development, at
the same time decreasing with the aging of the population —the indicator has the highest
value for 25-34 year-old population and is the lowest for the 55-64.

GEM research is not just about determining the degree of population involvement in
entrepreneurial activity. One of the directions of the research is to analyze the degree of
perception by the population of business opportunities. According to GEM, the
perception of good opportunities play an important role in determining whether an
individual will even consider starting a business. The quantity and quality of the
opportunities that people perceive and their belief about their own capabilities may well
be influenced by various factors in their environment, such as economic growth, culture
and education. Another factor taken into account is the fear of failure. Fear of failure can
be influenced by intrinsic personality traits, as well as by societal norms and regulations
(see Figure 4).

= Factor-driven countries = Efficiency driven countries = Innovation-driven countries

56.00% 55 09

44.00%
42.00% 41.00%

40.00%
33.00% 33.00%

15.00%

Perceived Perceived capabilities - % Fear of failure - % of  Entrepreneurial intentions
opportunities — of those who believe those who perceive - % of those who intend to
% of those who they have the required opportunties but fear  start a business within three
see oportunties skills and knowledge prevents them from years

to start a firm starting a business

Figure 4. Population self-perceptions about entrepreneurship in 64 economies’

2 GEM 2016/2017 Global Report, p. 29, https://www.gemconsortium.org/report/49812
3 GEM 2016/2017 Global Report, p.19, https://www.gemconsortium.org/report/49812
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Figure 4 indicates that on average, individuals in factor-driven economies have higher
perceptions that there are good opportunities for entrepreneurship, and that they have the
capabilities to start businesses. At the same time, fear of failure levels in the innovation
driven economies are higher than for the factor- and efficiency-driven economies. The
biggest discrepancy is in terms of entrepreneurial intention, with the innovation-driven
economies reporting an average entrepreneurial intention rate that is half that of the factor-
driven economies.

THEORETICAL APPROACHES TO THE ENTREPRENEURIAL ACTIVITY

Theoretical researches in this field of entrepreneurial initiative can be divided into two
categories: researches focused on the analysis of the impact of the business environment
on entrepreneurial activity and researches focused on the analysis of the personal
characteristics of the individuals involved in the entrepreneurial activity.

The impact of the environmental factors

Regarding the impact of environmental factors on entrepreneurship, can be mentioned
Michael H. Morris and Pamela S. Lewis (1995) research in which environmental factors
are approached from three perspectives: the environmental infrastructure which
characterizes a society; the degree of environmental turbulence present in a society; and
the personal life experiences of a society's members. Each aspect of environmental factors
involves multidimensional approaches, which, by their state, will influence the
entrepreneurial activity of individuals. Thus, environmental infrastructure refers to of
economic, political, legal, social, financial, logistic factors; environmental turbulence can
be dynamic, threatening or complex and personal environmental experiences are
influenced by the educational system, family, working relationships, etc.

The combined effect of these environmental influences is the level of entrepreneurial
intensity in society. The state of these factors will determine both the number of people
involved in entrepreneurial activity and their behavior - degree of innovativeness, risk-
taking and proactivness.Each dimension of the environmental infrastructure, turbulence
and life experience is pictured as a continuum on some characteristic. As examples, the
political structure varies from totalitarianism to democracy, while the customer
environment ranges from homogeneous to heterogeneous. The state of each element of
the entrepreneurial environment at a certain point in time will stimulate or inhibit
entrepreneurial activity (see Figure 5).
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Figure 5. Relationships between environmental factors and levels of entrepreneurship?

According to the Morris&Lewis, the same environmental element can have a stimulating
impact as well as can be an inhibitor of entrepreneurial activity. Thus, the rapidly
changing technological environment stimulates entrepreneurial activity, while the
stability of this environment is hindering it. At the same time, the comfort provided by
employers to employees reduces entrepreneurial activity, while the unfavorable work
environment stimulates it.

The impact of personal characteristics

Along with the studies focusing on the analysis of the environmental factors influencing
the entrepreneurial activity, there are many studies focused on the analysis of the profile
of the persons involved in the entrepreneurial activity.Considerable researches on
entrepreneurship are focused on the reasons that individuals are motivated to become
entrepreneurs. For example, Rauch and Frese (2000) found that people are motivated to
become entrepreneurs because they have a desire for economic wealth and high needs for
achievement or autonomy. Canedo et al. proposed a model of entrepreneurial initiative
analysis that linked the personal characteristics of individuals with the entrepreneurial
process. The first variable in the model is the individual’s motivation to become an
entrepreneur or launch a new venture (see Figure 6).

“Michael H. Morris and Pamela S. Lewis. The determinants of entrepreneurial activity: Implications for
marketing, European Journal of Marketing, July, 1995.
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Figure 6. Individual factors affecting entrepreneurship’

According to the model, entrepreneurial initiative is determined by the cultural values
of the individual, by the education and skills possessed and by characteristics and
quality of the networking to which it is connected. All the elements ale listed above will
determine the individual's motivation for entrepreneurship, will create conditions for
recognition of business opportunities and facilitate the identification of access to the
resources needed for entrepreneurial activity.

The aspect discussed frequently in the context of the analysis of the impact factors on the
entrepreneurial initiative is the motivation of individuals. Depending on how individuals
are attracted to entrepreneurial activity, factors that impact on entrepreneurial initiative
can be divided into two categories: “push” and “pull” factors. Push factors focus on entry
into self-employment as a last resort, pull factors emphasize the positive aspects of self-
employment, which are often associated with economic independence and job
satisfaction.

According to the figure 6, another key factor in the entrepreneurial process is opportunity
recognition, the process of identifying a potential opening for a new venture. There are
three characteristics associated with opportunity recognition: profitability, newness, and
perceived desirability or moral acceptability of the opportunity. The third stage in the
model focuses on the entrepreneur’s acquisition of essential resources. Lack of start-up
capital contributed to the high failure rates and served as an enduring barrier to the
business activity.

The push - pull factors of entrepreneurship

The push-pull theory of entrepreneurship shares some semblance with the push-pull
model of human migration. The push theory suggest that negative factors such as
dissatisfaction, difficulty of finding employment, difficult economic conditions, social
recognition, or inflexible work schedule moves individuals into self-employment (Segal
et al., 2005). On the other hand, the pull theory refers to attractions that move individuals

SJulio C. Canedo et al. Individual factors affecting entrepreneurship in Hispanics. Journal of Managerial
Psychology - December 2014.
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into self-employment or entrepreneurship by seeking independence, wealth, and self-
fulfillment (Gilad& Levine, 1986). Pull factors has been found to impact on
entrepreneurialmotivation.

Education —pull factor of youth entrepreneurship

An important role in stimulating young people's motivation for entrepreneurial activity is
given to education. According to Maina (2011) ‘entrepreneurs discover entrepreneurship
opportunities depending on the information they already have’. In such conditions, the
impact of the entrepreneurship education to youth entrepreneurial intention depend of the
educational content.

Entrepreneurship education is an important method encouraging entrepreneurship
because education: 1. gives a feeling of independence and self-confidence to individuals;
2. enables the recognition of alternative career options; 3. broadens the individuals’
horizons by enabling them to better perceive the opportunities, and 4. provides the
knowledge that individuals will use in developing new business opportunities.

According to Sdnchez, what can change the entrepreneurship intentions of students during
education programs is not what they learn about entrepreneurship itself, but rather what
they learn about themselves and their own capabilities (Sdnchez, 2011). In the same
context, Souitaris et al. (2007), referring to the impact of education, mentions that
inspiration triggered by an entrepreneurship education programme is one of the major
benefits of entrepreneurship education.

In order to provide a comprehensive approach to the impact of education on
entrepreneurial intent, Lifidn (2004) integrated the two theories of Ajzen’s the Planned
Behaviour Theory and Shapero and Sokol’s Theory of the Entrepreneurial Event into an
entrepreneurial intention model by adding the additional element of entrepreneurial
knowledge acquired through education (see Figure 7).

Entrepreneurial
knowledge

r — Perceived Desirability

»  Personal attitude

Entrepre-
neurial
Intention

»| Perceived social norms

»! Perceived Feasibility
(self-efficacy)

e o e e o o o o o o

Figure 7. Linen’s Entrepreneurial Intention Model®

®Hala W. Hattab, Impact of Entrepreneurship Education onEntrepreneurial Intentions of University
Students in Egypt, The Journal of Entrepreneurship, 23, 1 (2014).

54



The integration of the two theories results in combining personal attitude and perceived
social norms under perceived desirability, while perceived feasibility is represented by
self-efficacy. Finally, all these elements are influenced by the knowledge and attitudes
that are passed on to young people through education. Which means that education plays
a special role in the process of stimulating youth entrepreneurial intentions.

CONCLUSION

Entrepreneurial intention is a topic widely discussed by researchers, with indicators
referring to entrepreneurial intentions being given a special place in the national, regional
and world reports on entrepreneurship issues.Statistics show that entrepreneurial intention
decreases as countries increase their level of development, as the country's population
gives priority to employment in the detour of entrepreneurship.At the same time, the
dynamic analysis of data regarding the entrepreneurial initiative for the same country
reveals a decrease in the entrepreneurial intent of the population.

The decrease in the intensity of the entrepreneurial initiative has triggered multiple
theoretical models that aim to explain the state of the entrepreneurial initiation of the
population. Theoretical models refer both to the analysis of the impact of the
entrepreneurial ecosystem quality on entrepreneurial initiative and on the behavioral
analysis of individuals - the behavioral attitudes of the individual having a major impact
on entrepreneurial intent.

Benchmarking against the entrepreneurial initiative of various age groups of the
population show that the highest level of entrepreneurial intention are characteristic to the
group 25-34 years.This is explained both by the entrepreneurship approach as a solution
to unemployment, which is more common among young people, and by the fact that
young people are confident that entrepreneurship will enable them in a shorter time to get
enough income for a comfortable life.

An important factor that can stimulate the entrepreneurial intentions of young people is
education, which should contain not only knowledge about entrepreneurial processes but
also be a source of inspiration for young people.
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ABSTRACT

Purpose. The purpose of the article is to determine the condition and trends in the
development of entrepreneurship in Belarus, including among young people, as well as
to determine directions of its development. The article focuses on the issues of taxation
of entrepreneurs, the licensing of their activities. The article also has set out the basic
rules of registration a business entity in the Republic of Belarus.

Methodological approach. During the writing of the article, the main methods of
statistical analysis were used.

Findings. The article defines the role of youth in the development of entrepreneurship in
Belarus, outlines the main institutional approaches to the creation of small businesses.

Originality and value. The study of entrepreneurship in the youth environment of the
Republic of Belarus is an original study aimed at identifying the “bottlenecks” associated
with the creation of conditions for the activation of entrepreneurial initiatives of young
people.

Keywords: entrepreneurship, youth, Belarus, taxation, registration, Doing Business.
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INTRODUCTION

Entrepreneurship has a significant impact on the development of the national economy
and, while creating a favorable economic and legal environment, can serve as the basis
for the economic growth of the state.

In the economies of the developed countries, small enterprises occupy a significant share
in GDP (up to 60%) and in the total number of people employed in the economy (up to
90%).For the Republic of Belarus, the development of this sector of the national economy
does not take place actively and has certain difficulties. At the same time, the development
of entrepreneurship represents a significant reserve for the economic growth of Belarus.

At present, in the Republic of Belarus, the issue of supporting the
development of small business and activating the business initiative of
business entities, as well as the development of youth entrepreneurship, is
topical.

LITERATURE REVIEW

Currently, entrepreneurship is considered as an integral element of a market economy.
The concept of “entrepreneurship” is a multifaceted phenomenon, affecting various
aspects of social relations such as economic, social, legal. The term has been interpreted
from various points of view by many scholars, including representatives of the classical
economic school, neoclassical theory, the Austrian and neo-Austrian economic school,
representatives of institutional theory and others.For example, Austrian economist J.
Schumpeter associates the content of entrepreneurship with innovation, more precisely
with the commercialization of innovations (J. Schumpeter, 1982).F. Hayek, a
representative of the neo-Austrian school, sees in entrepreneurship the main transforming
power and factor of keeping the economy in equilibrium (F. Hayek, 2011).The American
economist I. Kirzner proposed the theory of entrepreneurial vigilance, and therefore the
content of entrepreneurship is associated with the ability to see a new opportunity for
profit (I. Kirzner, 2001). The Russian Scientist Y. Taranuha suggests a behavioral
approach to defining the essence of entrepreneurship, according to which this
phenomenon is considered as a special type of economic behavior, which is expressed in
the desire to extract economic benefits through market operations (Y. Taranukha, 2016).

The urgency of the problem of development of entrepreneurship in the Republic of
Belarus causes its active research in the context of certain aspects by many scientists,
primarily Belarusian.Thus, the problems of the development of international relations and
foreign economic activities of small and medium-sized businesses were considered in the
works of N. Berchenko (2014), M. Popkov (2012), P. Dick (2011) and others.Questions
of regional entrepreneurship development were raised by such authors as A. Moroz
(2018), P. Baranov (2012), E. Huseynova (2011), issues of cross-border entrepreneurial
cooperation were discussed in the works of A.A. Slonimsky (2012-2013).
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It should be noted that the development of youth entrepreneurship in the Republic of
Belarus is an insufficiently studied area of research, which makes the topic of this article
relevant. It is also important to present the main aspects of the creation of small
businesses, including the field of licensing and taxation, in order to comprehensively
characterize the institutional specifics of entrepreneurship in the Republic of Belarus.

RESEARCH METHODOLOGY

The theoretical and methodological basis of the study consists of scientific statements and
concepts presented in the works of foreign and Belarusian scientists.The information and
empirical base of the research is based on the official data of the National Statistical
Committee of the Republic of Belarus, information from statistical collections, reference
books and periodical scientific journals.The instrumental-methodical apparatus of
research is a combination of various methods of theoretical and applied scientific
knowledge, system-structural analysis, and economic-statistical groupings. The
normative and institutional base of the research was the legislative acts of the Republic
of Belarus, decrees of the President, government decrees, departmental acts of ministries
regulating relations in the sphere of entrepreneurial activity.

The logic of the study is to move the process of knowledge from the definition of the
essence of entrepreneurship and the definition of its role in the economy of the Republic
of Belarus,including the role of youth entrepreneurship,to determination the specifics of
the processes of creation and registration of business entities,including institutional
aspects in the field of taxation and licensing and the development of directions to improve
the infrastructure to support youth entrepreneurship.

RESEARCH RESULTS
Analysis of entrepreneurship in Belarus

Now the country is experiencing an increase in the main indicators characterizing the
development of entrepreneurship.So, according to the results of 2017, the share of small
(16-100 people) and micro-organizations (up to 15 people) in the GDP of the Republic
of Belarus was 14.9% (for comparison, in 2006 it was 8.8%), in the average number of
employees it was 19.6% (in 2006 it was 11.4%), in investments in fixed assets it was
22.6% (in 2006 it was 7.1%), in the export of goods it was 40% (in 2006 it was
15.3%).The number of small and micro-organizations in the republic in 2017 amounted
to 107,726 subjects (the value of the indicator in 2006 was 37,760). In 2017 236,138
individual entrepreneurs operated in the Republic of Belarus.At the same time, the
number of micro-organizations and individual entrepreneurs increased in 2017 compared
to 2009, despite a certain decrease during the study period, which indicates that they are
more flexible, mobile and adapt faster to changing conditions.

In general, if we analyze the number of small and medium business organizations per
1000 people, we can note a certain increase in the indicator for the period under study to
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11.6, however, it should be noted that in comparison with developed countries (at least
40 organizations per 1000 people) it is significantly lower.

Unemployment / employment rate

Having analyzed the employment, it can be noted that the largest number of people
working in small organizations is 30.1% in 2017 of the total number of people employed
in small and medium-sized businesses and 10.0% of the total number of people employed
in the country. In general, it should be noted that the share of the employed population in
small and medium-sized businesses in 2017 was 33.1% and slightly changed during the
study period. At the same time, the share of small and medium enterprises in GDP is
significantly lower and was 24.7%in 2017.The insignificant level of registered
unemployment in the country (0.5% in 2017) does not make it possible to identify
significant reserves for increasing employment in this area. However, it should be noted
that the unemployment rate in the Republic of Belarus is calculated on the basis of the
number of unemployed registered with the labor, employment and social protection
agencies, and does not take into account other people who are not employed in the
economy.

Youth unemployment

Creating the necessary conditions for the possibility of professional and labor self-
realization of young people is one of the priority tasks of the state social and economic
policy.In the labor market, young people aged 15-24 years old accounted for 9.4% of the
total number of employed in 2017.In 2016, the figure was 9.2%, so there is a gradual
increase in youth employment, primarily in the age group of 20-24.The employment rate
in 2017 among young people aged 15-24 was 43.9% of the total population of the relevant
age group.The value of the indicator in 2016 was 42.7%.Thus, the proportion of working
youth increases.

By types of economic activity in 2017, the youth employment structure is distributed in
such a way that the following activities take the largest share:

e 20.9% — temporary accommodation and food services;

e 11.5% — information and communication;

e 11.1% — wholesale and retail trade, repair of automobiles and motorcycles;

e 10.3% — entertainment, sports, creativity, recreation;

e 8.9% — financial and insurance activities.

e The legislation of the Republic of Belarus provides youth certain guarantees from the
state in this area:

e Dbooking jobs;

e guarantee of the first workplace to graduates of state vocational schools;

e preferential right in training in the direction of bodies for labor, employment and
social protection;

e equal with adults pay for reduced working hours and others.
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The state also provides additional guarantees in the field of employment promotion for
the first time job seekers under the age of 21.

At the same time, in 2017, 7.3% of the total population aged 15-24 did not work and did
not study in the country. In 2016 the figure was 8.2%.

Unemployment is one of the significant problems threatening the economic security of
the state.Youth unemployment is a particular threat, since young people are preparing to
enter adulthood, and labor insecurity leads to significant problems that affect negatively
the social development of the younger generation (rising crime, alcoholism, drug
addiction).

As arule, despite certain advantages of young people in the labor market (high mobility,
learning ability, high potential for further growth), employers are not always interested in
hiring university and college graduates who need employment, due to lack of work
experience and low qualifications.

In this regard, the orientation of young people to entrepreneurial activity, the creation of
their own business and its promotion is a possible way of solving the problem of youth
unemployment.

Youth education level

In 2017/2018 in the Republic of Belarus 284.3 thousand people were enrolled in higher
education programs.In 2011/2012 the figure was 445.6 thousand people. The fall is due
to the “demographic hole” of the 1990s.

15 thousand people studied in the country under graduate programs in 2017/2018. The
indicator of 2011/2012 was 5 thousand people. Thus, the number of young people who
want to continue their education at the second level (magistracy) is significantly
increasing, which is due to the increase in their competitiveness in the labor market, as
well as the opportunity to continue their education in post-graduate school. In 2017, 5,100
people studied in post-graduate school. In 2011 5.8 thousand people studied there.

In the modern world, the importance of education is increasing as the most important
factor in the formation of a new economy based on knowledge.Education for young
people is the basis of its development in accordance with the requirements of modern
society.

Salary level in Belarus

In 2017 the average monthly salary in Belarus amounted to 822.8 BYN(or about $
425).By industries and occupations the highest monthly salary was observed in such
industries as information and communication (2376.6 BYN or USD 1230),financial and
insurance activities (1415.7 BYN or $ 733),mining industry (1347.7 BYN or $
698),professional, scientific and technical activities (1112.7 BYN or US $ 576).The
lowest salary was observed in the following areas:agriculture, forestry and fisheries
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(585.2 BYNor US $ 303); temporary accommodation and food services (567.2 BYNor
US $ 294); education (567.5 BYN or $ 294).

Thus, the average salary in the country as a whole and in individual sectors and fields of
activity in particular cannot be called a satisfactory one. In this regard the role of small
business development in raising incomes and the welfare of society is also important.

How easy is it to start a business?

Currently, one of the most informative tools to assess the effectiveness of the environment
created for business development is the study of the rating positions of the state in the
international study “Doing Business”, conducted by the World Bank.The rating reflects
objectively the state of the business climate in the country, since it is based on an
assessment of the regulatory documents governing business activities and the analysis of
a number of qualitative indicators that allow assessing the changes occurring in the
country.

The Republic of Belarus has been participating in the Doing Business ranking since
2005.1In the latest report, Doing Business-2018 [1], out of 190 countries participating in
the study, Belarus ranked 38th in 2017. During the entire period, experts recorded 37
reforms in the country, which allowed it to take the Sth place in the rating. Among the key
rating indicators, the country received the highest values for such items as “property
registration” (5th place), “obtaining building permits” (22nd place), “enforcing contracts”
(24th place), “connection to the power supply system” (25th place), “registration of
enterprises” (30th place), “international trade” (30th place).In terms of “insolvency
resolution”, “obtaining loans”, “taxation”, the country took the 68th, 90th and 96th places
respectively.It should be noted that the Government continues to implement a set of
measures to further improve the conditions for the development of the business
environment in the country.Thus, the State Program “Small and Medium
Entrepreneurship in the Republic of Belarus™ for 2016-2020, approved by the Resolution
of the Council of Ministers of the Republic of Belarus of February 23, 2016 Ne 149,
includes an Action Plan to improve the ranking positions of the Republic of Belarus in
the World Bank’s Doing Business report, which reflects the planned values of indicators
of doing business by 2020 and provides measures to achieve them.

Taxation

In the tax system operating in Belarus, one can single out general, special and simplified
taxation regimes.Their essence and conditions of application in relation to various
categories of taxpayers are governed by tax laws.

Any legal entity, regardless of its legal form, may choose one of two tax systems: general
or simplified.The simplified system provides for two more subsystems: with the payment
of VAT and without paying VAT.

No matter what system chooses the company, it provides obligatory paymentsrelated to:
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A) payment of wages to employees:

e the company is obliged to pay 34% of the wage fund to the Social Protection Fund
(NSSF) — these are deductions for compulsory social insurance;

e (.6% of the wage fund is transferred as a compulsory insurance against accidents
at work;

e 13% of income tax and 1% of contributions to the NSSF the employer is obliged
to withhold from the employee's salary and transfer to the budget and to the NSSF,
1.e. this does not apply to the organization’s burden, but it is important to know to
understand the responsibilities of the employer.

B) the importation of goods into the territory of the Republic of Belarus: as a general rule,
the import VAT is paid at the rate of 20% of the value of the imported goods; when
importing certain goods, the rate can be 10%.

The general taxation system provides for the payment of:

e VAT at the rate of 20% of turnover in the sale of goods, work, services, property
rights.

e income tax at a rate of 18% of the profits.

e other taxes in the presence of objects of taxation (land tax, real estate tax, excise
taxes, environmental tax, etc.)

The simplified taxation system can be applied from the moment the company is
established or it can be transferred to it from the next year; it is impossible to switch to it
during the year. To the simplified tax system from the new yearonly those entities are
entitled to transfer that during the first 9 months of this year have such characteristics as:

e the number of employees is no more than 100 on average;

e the cumulative gross proceeds amount to not more than 1,030,000
BYN(approximately $ 4,77316), and for individual entrepreneurs — not more than
112,500 BYN($ 52,134).

In the Republic of Belarus for individual entrepreneurs are provided:

1. payment of a single tax;
2. application of the simplified taxation system with tax payment under the
simplified taxation system (with or without VAT);

application of the general taxation system with the payment of income tax (with or
without VAT).

Depending on the type of activity, as well as the chosen tax regime, individual
entrepreneurs should make other obligatory payments to the budget: VAT when
importing goods into the territory of the Republic of Belarus, real estate tax, tax on income
of foreign organizations, land tax, contributions to the Social Security Fund, etc.

It should be noted that the decision to pay income tax or tax under the simplified taxation
system is provided for the choice of the taxpayer, the payment of a single tax cannot be
replaced by the use of any other taxation system.

63



A single tax. More often individual entrepreneurs are required to pay a single tax.The
need to pay this tax depends on the type of activity.Individual entrepreneurs are obliged
to pay a single tax in the implementation of the following activities:

e provision of services and work to consumers that fall under a single tax, the list
of which is given in Article 296 of the Tax Code of the Republic of Belarus. A
consumer is a citizen who has the intention to order or purchase, or ordering,
purchasing or using goods (work, services) for personal, household, family and
other needs not related to business activities. If, however, organizations and (or)
individual entrepreneurs also act as consumers of the above services, in terms of
such services, an individual entrepreneur should apply either a simplified taxation
system or a general taxation system. In this situation, it turns out the use of two
tax systems simultaneously. When the planned type of service is not listed in
Article 296 of the Tax Code, regardless of who the consumer is, the individual
entrepreneur either applies a simplified taxation system or a general taxation
system and does not have the right to apply a single tax;

e retail trade of goods listed in Article 296 of the Tax Code. It is important to know
that not all goods can be traded on a single tax, for example, furniture or auto
parts. Also, individual entrepreneurs who pay a single tax can not be engaged in
wholesale trade;

e catering through mini-cafes, summer and seasonal cafes.

e Single tax rates depend on the locality and type of activity and are established by
decisions of local Councils of Deputies.The deadline for tax payment is no later
than the 1st day of the reporting period in which it is planned to carry out the
activity, i.e. in advance.The reporting period can be both a calendar month and a
calendar quarter. Also, entrepreneurs make an extra charge of a single tax in the
amount of 5% of the amount of gross revenues exceeding the forty-fold single tax.

When importing goods from the territory of the member states of the Eurasian Economic
Union (Belarus, Russia, Kazakhstan, Armenia, Kyrgyzstan), individual entrepreneurs are
required to pay an “import” value-added tax in accordance with the Protocol on the
procedure for collecting indirect taxes and the mechanism for controlling their payment
during export and import of goods, performance of work, provision of services (Appendix
18 to the Treaty on the Eurasian Economic Union, signed in Astana on May 29,
2014).Such VAT is paid when importing goods from the territory of the member states
of the Eurasian Economic Union, regardless of the taxation system, 1.e., taxpayers tax
under the simplified taxation system, and income tax, and the single tax.

The single tax declaration is submitted monthly or quarterly no later than the 1st day of
the reporting period (in advance).

To account for gross revenues, individual entrepreneurs applying the single tax payment
system, keep one book — the gross revenue book.Its maintenance is allowed
electronically.

A simplified tax system. More often it is more profitable and easier for an individual
entrepreneur to apply a simplified taxation system.In order to apply the simplified
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taxation system from the time of registration, it is necessary to submit a notification to
the tax authority at the place of registration within 20 working days from the date of state
registration.If the notice is not submitted within this period, it will be possible to switch
to the simplified taxation system only from January 1 of the calendar year.

The tax payers under the simplified taxation system are individual entrepreneurs who:

e conduct wholesale and (or) retail trade;

e perform work, provide services to organizations and entrepreneurs;

e perform work and provide individuals with services that are not subject to a single
tax.

It is important to note that there are activities in which it is impossible to apply a
simplified taxation system, for example, the sale of jewelry.

Tax under the simplified tax system depends on the rate:

e 5% of revenue for individual entrepreneurs who do not pay VAT;

e 3% of revenue for individual entrepreneurs paying VAT;

e 16% in respect of non-sale income (cost of donated property, property rights,
work, services, amounts of donated money received).

Tax under the simplified tax system is paid from the 1st to the 22nd day of the month
following the reporting period. The tax declaration under the simplified taxation system
is filled in from the 1st to the 20th day of the month following the reporting period.

Accounting consists of one book — the book of accounting of incomes and expenses for
individual entrepreneurs and organizations applying the simplified taxation system.Its
maintenance is allowed electronically.

General taxation system. The general system of taxation involves the payment of income
tax.The general taxation system is applied by individual entrepreneurs by
default.Accordingly, income tax is paid if:

e the activity of an individual entrepreneur does not fall under a single tax;
e the individual entrepreneur does not want or cannot use the simplified taxation
system.

Thus, an individual entrepreneur must choose between the general and simplified taxation
systems.The payment of a single tax is made in parallel with the use of a general or
simplified taxation system (if an individual entrepreneur has several types of activity that
fall under and are not subject to a single tax).

For all individual entrepreneurs under the general system of taxation, regardless of the
type of activity, income tax is 16% of income (income = revenue — expenses — deductions
(standard, social, property)).The individual entrepreneur decides to work with or without
the payment of VAT.However, if the revenue for the 3 preceding consecutive calendar
months exceeds in total 40,000 eurosat the official rate set by the National Bank of the
Republic of Belarus on the last day of the last of these months,then the individual
entrepreneur is obliged to switch to paying VAT.
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Income tax and VAT are paid once a quarter from the st to the 22nd day of the month
following the reporting period (calendar quarter).Income tax and VAT declarations are
also submitted once a quarter from the 1st to the 20th day of the month following the
reporting period (calendar quarter).

Entrepreneurs depending on the type of activity and the availability of objects for
accounting keep the following books:

e the book of income and expense;

e the book of accounting of goods (finished products);

e the book of accounting of fixed assets;

e the book of accounting of raw materials and materials.
e the book of accounting of intangible assets;

e the book of VAT accounting.

Keeping all of the books may be in electronic form.

Thus, each tax system has its pros and cons, and also imposes some restrictions on
ongoing activities.

Licensing

The current legislation of the Republic of Belarus connects the ability of a person to carry
out certain types of activities with the presence of a special permit (license).At the same
time, both the actual receipt of the license and the further implementation of the activity
require the subject to fulfill certain conditions.

The main document regulating licensing is the Regulation on the licensing of certain types
of activities, approved by Decree of 01.09.2010 Ne 450 “On the licensing of certain types
of activities”.Annex 1 lists the types of activities and the components of their work and
(or) services for which licenses are required, as well as state authorities and organizations
authorized to issue licenses.

It is only necessary to obtain a license for an economic activity that is potentially
associated with a threat of harm to state or public interests, the environment, life, health,
rights and legitimate interests of citizens.An application for a license must be considered
by the licensing authority within 15 business days from the date of receipt of the
documents.The specified period may be extended for the period of the assessment and
(or) examination of compliance of the applicant’s capabilities with the licensing
requirements and conditions, but not more than 10 business days.

The license is valid from the date of the licensing authority’s decision to issue it and the
license is valid for an unlimited period.

Currently, Belarus is licensed 36 types of economic activity (include 197 components).In
the future, it is proposed to exclude from the list of licensed activities: retail trade in
alcoholic beverages and (or) tobacco products; protection by a legal entity of its objects
(property) and employees; retraining of managers and specialists with higher or
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specialized secondary education, advanced training of managers and specialists;
procurement (purchase) of scrap and waste of ferrous and non-ferrous metals;
polygraphy; massage; dental works, etc.

The license is terminated in the event of liquidation (termination of activities) of the
licensee; in the event of death, being declared incapable, limitations in capacity,
admission of missing persons, declaring an individual as dead; by decision of the
licensing authority or the court to terminate the license.

The Decree of the President of the Republic of Belarus of November 23, 2017 Ne 7 “On
the Development of Entrepreneurship” introduces a notification procedure for the start of
certain types of activities (for example, the provision of hotel services, as well as
temporary accommodation and temporary accommodation services; personal services,
catering services, transportation services, services for the repair and maintenance of
vehicles, tourism services; retail, etc.).They are not required to obtain a license or go
through other administrative procedures. No need to wait for the information to be entered
in various registers and databases.

If the type of activity is not called for a notification procedure, you will have to obtain a
license and / or go through other administrative procedures.

Belarus has a Unified list of administrative procedures carried out by government bodies
and other organizations with regard to legal entities and individual entrepreneurs,
approved by Resolution of the Council of Ministers of the Republic of Belarus of
February 17, 2012 Ne 156.To go through an administrative procedure a citizen, as a rule,
needs to write an application. That is how they usually get a certificate or something is
agreed in a state body. In some cases you can go there personally. Another convenient
and fast way is to submit an electronic application through a single portal of electronic
services (portal.gov.by). However, the list of procedures that can be ordered via the
Internet is still limited. The specific method of access through a single portal depends on
the complexity and significance of the procedure.

An electronic digital signature may be required for the most complex and important
procedures.

Building a Legal Business Structure

Each legal form of a legal entity has its own characteristics. With this in mind, when
choosing a form for running a particular business, it is necessary to have a clear
understanding of the key characteristics of a particular form and their relationship to the
needs of the business. This characteristic is fixed in Chapter 4 of the Civil Code of the
Republic of Belarus and in the legislation adopted in development of the provisions of
the code.

To do business in Belarus, you can acquire the status of an individual entrepreneur or
create a commercial organization.
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The choice of the organizational and legal form of doing business depends on who can
act as the owner (founder) of the business: individuals and (or) legal entities; their
number, the ability to use hired labor, etc.

The most common organizational and legal forms of commercial organizations in Belarus

are business entitiesand unitary enterprises.

The specificity of business entities(LLC, ALC, JSC, CJSC) is that the founders, after
registering the company, acquire the status of its participants.

Table 1

Comparative Characteristics of the Forms of Doing Business In Belarus

Individual Unitary Ltd, ALC 0JSC, CJSC
entrepreneur enterprise
Who canbe a | Individual Individualorlega | Individualorlegalentity
founder lentity
Numberoffoun | 1 individual - 1 propertyowner | Minimum - 1 member; | Min. — 1 shareholder;
ders individualentrep maximum 50 max. for: OJSC - not
(participants) reneur participants installed; CJSC — 50
shareholders
Availability of | No constituent statute statute statute
constituent document
document required
Availability of | No statutory authorized authorized capital is of | Minimum for:
authorized fund is required | capital isof any | any size JSC - 400 base units;

capital and its
size

size

CJSC - 100 baseunits

The procedure
of the
formation of

The statutory fund must be formed within 12 months from the
date of state registration of the organization, unless otherwise is
established by legislative acts or if a shorter period for this is not

authorized defined by the organization’s charter
capital
Location Place of Residential / Non-residentialpremises (office)
residence of an | non-residential
individual - premises
individual (office)
entrepreneur
Responsibility | Responsible for | Responsible for the obligations of all their property.
of the obligations with
organization all their
(individual property, with
entrepreneur) | some
for its exceptions.(Clau
obligations se 3, Article 24

oftheCivilCode)
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Table 1, continued

Individual Unitary Ltd, ALC 0JSC, CJSC
entrepreneur enterprise
Responsibility No For the participants of | Notprovided
of the responsibility of | the LLC - property
organization the owner for liability is not
(individual the obligations provided; ALC
entrepreneur) of UE participants jointly and
for the severally bear
obligations of subsidiary liability
the with their property
organization within the limits
determined by the
charter of the
economic community,
but not less than 50
basic values
The ability to | No more than Withoutquantityrestrictions
hire workers three under a
labor or civil
law contract

Before registering a commercial organization, it is required to coordinate its name with
the registration authorities. Certain requirements are imposed on the name, related to the
need to specify the organizational and legal form and other required information (for
example, form of ownership, subject of activity, etc.). The name submitted for approval
should not coincide or be so similar that it may lead to confusion with the name of already
existing ones; agreed (reserved) name of legal entities being created. Therefore, before
the procedure for approval of the new name, it is recommended to check it for
“uniqueness”. This can be done through a database of names of legal entities and
individual  entrepreneurs  contained in  the  Unified State  Register
(http://egr.gov.by/egrn/index.jsp?content=findname).

The country clearly regulates the use of the words “national” and “Belarusian” in the
name, the use of state symbols in the name.

You can submit documents for state registration in Belarus by personal contact with the
registering authority or electronically through the web portal of the Unified State Register
of Legal Entities and Individual Entrepreneurs (www.egr.gov.by).

When submitting documents for registration of an organization in electronic form via a
web portal, no fee is charged, however, it is required to acquire a key of electronic digital
signature and special software for working with the web portal and key of electronic
digital signature (EDS). It is possible to receive anEDS key regardless of whether the
person is a business entity. In this case, for its receipt you must pay an amount that
significantly exceeds the amount of state duty when registering the organization in
person.

On the contrary, in the case of submission of documents by personal contact with the
registering authority, you will have to pay a fee, in particular, at a rate of 0.8 basic value
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(BV) (US $ 8.5) — if more than 50% of the founders of the organization are disabled or it
is created by the organization of veterans or the society of persons with disabilities; 1 BV
($ 10.5) — in all other cases.

Registration of an organization or an individual entrepreneur is carried out according to
the application principle.To register an organization by personal application, you must
report directly to the appropriate registering authority with certain documents.As a rule,
the registering body is the local executive committee (regional, city).A complete list of
registering authorities is presented on the website of the Unified State Register of Legal
Entities and Individual Entrepreneurs (USR).

Unlike registration by personal appeal, registration via a web portal is performed without
leaving home (office, etc.).On the web portal it is required to fill in an application form
and attach the necessary documents.

The list and form of documents submitted for registration by the organization differ
depending on whether they are submitted in person or via a web portal. However, the
differences in the list of submitted documents are also due to other circumstances.In
particular, if an organization is created from scratch or by reorganization, if there areany
foreign citizens or organizations among the founders, etc.

When personally applying for the registration of an organization, you will also need to
submit for to the employee of the registration authority familiarization documents: ID (for
example, a passport);confirming the authority to act on behalf of a legal or physical person
(extract from the protocol on election as a leader, power of attorney, etc.).In the case of
representing the interests of a foreign legal entity, a notarized power of attorney is
required.

An individual entrepreneur or organization will be registered if three conditions are met:
1) all required documents are submitted for registration; 2) the application for state
registration is executed correctly (the application form is established by the Ministry of
Justiceand it is important to fill in all the necessary columns); 3) the applicant applied to
the appropriate registering authority, i.e. to the one authorized to register on the declared
territory.

If at least one of the above conditions is not met, the registration authority will not
register.

Regardless of the method of submitting documents for registration (by personal contact
or via a web portal), registration is made on the day of submission of documents.
Registration is certificated: 1) in case of a personal appeal: - stamp on the first copy of
the charter or application for registration for the individual entrepreneur and a registration
entry made to the USR; 2) when accessing via the web portal: electronic notification to
the registration authority employee of the registration sent to the web portal; electronic
documents of the applicant, posted on the web portal; record of registration of the
organization, made in the USR.

After registering the organization, the registering authority will register the organization
with the inspectorate of the Ministry of Taxes and Levies, statistics bodies, social
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protection fund, and register it with the RUE “Belgosstrakh”. Thus, the founders
(property owner) are not required to do it themselves. Since September 03, 2017, the
registering authority is entitled, at the request of the applicant, to transfer to the bank
certain documents necessary for opening a bank account of a registered organization.

Since February 26, 2018, you can register a legal entity or individual entrepreneur through
a notary.In the process of electronic registration of business entities, he will act as an
intermediary between the registering authority and the applicant.Notaries can perform
four registration actions, namely to register: a legal entity; individual entrepreneur;
changes and (or) additions to the constituent documents of a legal entity; changes made
to the certificate of registration of individual entrepreneur.

In Belarus, business entities classified as small businesses can use state support measures
in accordance with the provisions of the Law of the Republic of Belarus of 01.10.2010
Ne 148-3 “On support of small and medium-sized businesses”.

CONCLUSIONS

Thus, in the Republic of Belarus, an infrastructure to support entrepreneurship has been
created and is developing, an institutional environment is being formed for the further
development of small business.In our opinion, it is possible to take a number of measures
aimed at improving this activity in the following areas:

e further reforming the institutional environment in order to dynamically develop
small business and increase its contribution to the national economy of Belarus;

e formation of an effective competitive environment to increase the activity of small
organizations, increase their competitiveness;

e support the development of cooperation between entrepreneurs and small
businesses based on the principles of inter-firm cooperation (creation of business
clusters, networks, alliances);

e priority support for business development in the field of new technologies and
innovations.

In the Republic of Belarus, companies in the field of IT technologies can be considered
successful examples of active business development from start-ups to large
organizations.For example, VizorInteractive is a leading Belarusian developer and
publisher of multiplayer browser games, social networks and mobile platforms.Among
the most popular games of the company are Zombie Farm, Klondike: the Lost Expedition,
Loyalty: Knights and Princesses.

The mobile application developer Apalon has released several dozen IT products since
2007.The company's applications (PimpYourScreen, WeatherLive,
CalculatorProforiPad, etc.) have repeatedly received awards on various thematic
resources.The company has repeatedly entered the monthly Top-10 product developers
for the AppStore according to AppAnnie, has received the status of the top developer in
GooglePlay.
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The startup AIMATTER, the main idea of which is the use of artificial intelligence on
mobile phones, was bought by Googlelnc in 2017.This transaction is the first time when
an IT company at Google’s level buys a company from Belarus, and not intellectual
property or an affiliate company in another jurisdiction.

In late 2015, the Minsk-based Masquerade team developed the MSQRD
application.Belarusian startup was acquired by Facebookin the beginning of 2016.

Viber Media was created in 2012 with the goal of developing a fundamentally new
application for IP communications based on various models of smartphones.Viber
application is one of the most popular instant messengers in many countries around the
world.

The Belarusian companyWargaming has earned a reputation as one of the most
prestigious companies not only in Belarus, but also in the world.The World of Tanks
game is considered to be the most recognizable brand “Made in Belarus” in the world.One
of the startups that Wargaming is currently investing in, InDatalLabs, is in the top 100
global data providers based on big data, compiled by CIOReview.The company has
become a prominent player in the market for data research and artificial intelligence not
only in Belarus, but also in the world.

For the development of youth entrepreneurship, we offer to develop the following areas:

e opening of Youth Entrepreneurship Centers at universities, obtaining the official
status of entrepreneurship support centers or small business incubators of such
centers at universities;

e introduction to the curriculum in the field of education discipline “SMART-
entrepreneurship”;

e in additional adult education, the introduction of educational programs of training
courses (Time-management, Oratory, Goal-setting, Conflictology, Team
building, etc.);

e organization of intensives for designing and running a business;

e organization of meetups — meetings of young people with existing entrepreneurs;

e development of cross-border cooperation in the field of small and medium

businesses.
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ABSTRACT

Purpose. The aim of this paper is to argue the influence of the small business enterprises'
results on the development of entrepreneurship and on the economic development of the
country as a whole.

Design/methodology. The research is based on an analysis of the academic literature in
the field, examining the positions of different authors and at the same time analyzing the
statistical data in the field.

Findings. The economic development of the country depends largely of the
entrepreneurship development, which is predominantly focused on SMEs. The
entrepreneurial climate and the efficiency of SMEs' results directly influence their
developmental dynamics and the country's level of development.

Research Implications. Based on the research results, there are identified the results of
the SMEs sector development and there is argued the impact of different factors
influencing the development of entrepreneurship and the national economy.

Practical Implications. The results of the research argue the development of
entrepreneurship in the Republic of Moldova, identifying trends, problems and arguing
the causes that conditioned these changes. Taking into account the structure of SMEs by
field of activity young entrepreneurs could take into account the shortcomings of the
respective structure in order to ensure economic growth, while the state should stimulate
the efficiency of the entrepreneurs' activity.

Originality/Value. In present, many researchers focus their studies on entrepreneurship
issues, highlighting as dynamic arguments certain macroeconomic indicators.The values
of this paper consist in studying by comparison the trends of different factions that have
different impact and degree of influence on the development of entrepreneurship and the
national economy.
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INTRODUCTION

The development and economic growth of the country depends to a large extent on the
development of entrepreneurship.

Entrepreneurs are involved into activities contributing to the development of economy of
any country (Khattab I, Ahmed SS, Mohmed Ahmed A., 2017).SMEs business represent
an important source of growth and development for the economies worldwide (Musawa
MS, Ahmad K. 2018).

Worldwide, the economy is held by the small and medium-sized enterprises sector that
have the largest share in the total number of enterprises.

Governmental and non-governmental organisations have put many efforts on the
developments of small and medium enterprises (SMEs) to diversify away the economy
from mining, to create jobs, generate income and alleviate poverty (Temtime, Z., Pansiri,
J.,2004).

While policy makers in different countries pay a high attention on effect of financial
development on economy, empirical studies looking for financial inclusion have not
received much attention (Bakar HO, Sulong Z., 2018)

The importance of small and medium-sized enterprises can be expressed by their high
share in the total number of active enterprises in the Republic of Moldova which in 2017
reached 98.64% of the total number of active enterprises.The analysis of the evolution of
the number of active small and medium enterprises over the last ten years shows a
tendency to increase them (Figure 1).
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number of the entreprises
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Figure 1. Evolution of the number of active SMEs in the Republic of Moldova in 2008-
2017

Sources: Elaborated by the author based on the statistical data presented on
www.statistica.md
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As evidenced by statistical data, the number of active SMEs has grown by about 30.3%
in the last ten years, which shows a positive trend in the development of entrepreneurship
activity in the Republic of Moldova. Although it would appear that the trend of the
number of SMEs is quite good, the picture changes if we take into account the total
number of enterprises registered in the country. According to the State Register of the
Republic of Moldova on 01.01.2019 there were registered 166217 enterprises and
individual entrepreneurs. In this way, the number of active SMEs in the Republic of
Moldova consists the third part of the total number of enterprises registered in our
country.

Another hidden issue is the large number of businesses that are registered as enterprises
but do not carry on de facto activity for various reasons.

Ideally, it would be appreciated if all businesses registered in the country activate more
or less efficient. At the same time, it is normal when many new businesses are registered
annually, thus developing the entrepreneurial activity in the country. Figure 2 reflects the
evolution of the number of newly registered and radiated enterprises in the Republic of
Moldova, which allows comparing them.
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Figure 2. Evolution of the number of newly registered and radiated enterprises in the
Republic of Moldova in 2000-2017

Sources: Elaborated by the author based on the statistical data presented on
http://www.cis.gov.md/statistica

A problematic moment is the fact that the number of newly registered enterprises differs
less and less from the number of enterprises that had been radiated. The most successful
situation was recorded in 2007, when were registered 11480 new businesses, while only
1915 enterprises were radiated. Starting in 2008, when the global financial crisis began,
the difference between the number of newly registered and radiated companies is
gradually diminishing. The most critical situation can be considered in the 2017 year,
when more enterprises has been radiated than has been registered.
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Entrepreneurship is characterized by a multitude of risks that in many cases contribute to
business failure. Small and medium-sized enterprises constitute the category of business
that is heavily subject to various risks related to business, market and management.

Experience and knowledge of the local market also plays a great role in the success of
entrepreneurs (Khattab I, Ahmed SS, Mohmed Ahmed A., 2017).Systematic factors such
as education and mindset in addition to individual factors associated with social
competences affect the entrepreneur’s networking activities which ultimately influence
the success of the entrepreneur (Khattab I, Ahmed SS, Mohmed Ahmed A., 2017).

Strategic control, strategic orientation and business environment are the variables that
have a positive and significant impact on competitive strategy and business performance
(Temtime Z.T., Pansiri J., 2004).Growing the marketing innovation performance of
SMEswas influenced by changes in the dynamic environment, through the EO of the
SMEs owner-managers (Musawa MS, Ahmad K. 2018).

Considering that the main goal of the entrepreneurs is to maximize profit, it is a special
interest to study the results of small business activity and their correlation with the
economic development of the country, which consist the main purpose of this paper.

METHODOLOGY

The approach applied in the paper is aimed at identifying and justifying the main factors
that determine the development of small and medium enterprises that are the basic motor
in the development of entrepreneurship. In this context, it is necessary to examine the
evolution of the active SME's number and compare them with the evolution of the number
of newly registered and radiated enterprises in the same time.

Considering the fact that the basic goal of the entrepreneurs is to maximize profit, it is
necessary to examine how profitable the business is doing in our country, by examining
the number of SMEs with profit and with losses which allows to look at the situation with
higher clarity.

As the profit level is directly related to the revenues of the enterprises, it is necessary to
examine the incomes' dynamic obtained by the enterprises operating in the country, the
respective analysis being made by categories of enterprises according to their size.

Indisputable is the fact that the incomes and profit's level is directly influenced by the
specificity of the economic activity's domain. In any economy, there are branches with a
higher efficiency of economic activity and at the same time, there are branches whose
outputs are very modest.

In this way, the paper will make a structural analysis of sales revenues obtained by SMEs
in the Republic of Moldova by type of activity, identifying the key activities on which the
country's economy focuses mainly.

The structure of economic activities in turn is influenced and influences the level of the
country's development. The studies of various scholars in this field show that poor

countries' economies are predominantly based on activities that do not add solid value,
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which are associated with a lower level of risk and whose importance for the development
and economic growth of the country is very low. At the same time, the developed
countries' economy focuses predominantly on the innovational domains, which brings a
lot of added value, ensures a high level of exports, creates jobs, etc., which in the end
ensures the country's economic development at a high level.

In the context of the arguments put forward in the paper, there are used the instruments
of structure's and dynamics' analysis, as well there is used the correlation of the statistical
indicators that argue the development of the entrepreneurship at the macroeconomic level.
At the same time, in this context, there is applied the cause-effect method which argues
the trends and level of development of the SME sector, which will allow the formulation
of concrete proposals for the recovery of the existing situation.

RESEARCH RESULTS AND ANALYSIS

The economy of any country is predominantly focused on those sectors that are capable
of generating income and are profitable, while at the same time satisfying the purpose of
enterprisesto maximize profits. Taking into consideration the fact that the national
economy is mainly fond of small and medium enterprises, it is of great interest to examine
the income obtained in the small business sector in the Republic of Moldova, to compare
their results with the results of large enterprises and to analyze the revenues by types of
conducted activities.

SMEs owner managers should be able to evaluate their needs and match them accordingly
to the strategy chosen (Musawa MS, Ahmad K., 2018).

The sustainable development of SMESs sector is a priority in wide range of economies; in
result, one of the possible issues is to realize the innovation potential of SMEs for future
economic growth (Kalita A., 2017).

According to national accounting standards (Nederita A., Bucur V., Caraus M., 2003),
income represents the inflow of economic benefits during the management period
resulting from the normal business activity of the enterprise in the form of an increase in
assets or a reduction of the debts that lead to the increase in equity except for bonuses
from the company's property contributions.

The main share in the income structure of an enterprise is the income from operating
activity, namely sales revenue. In turn, sales revenue represents the proceeds from the
sale of products, goods, services, barter operations, construction contracts, etc. depending
on the field of activity of the enterprise.

The following table reflects the dynamics of sales revenues obtained by enterprises
operating in the Republic of Moldova according to their size.
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Table 1.

Evolution of sales revenues obtained within the Moldovan enterprises during the
period 2010-2017, million MDL

Enterprise

size 2010 2011 2012 2013 2014 2015 2016 2017

Large 112240.1|135789.3|138702.3 | 155522.5| 179631.1| 162854.6| 175779.1| 193457.9
Medium 22799.2| 24133.8| 24892.0| 26253.8| 28085.01 39558.5| 41303.6| 45236.9
Small 33992.7| 38025.5| 38344.1| 40900.7| 44553.9| 48356.5| 50079.3| 56090.4
8471.3| 97283 9820.9| 10258.7| 11011.4| 31483.8| 33571.4| 36178.7

Micro

TOTAL

by all sizes
Sources: Arranged by the author based on the statistical data presented on

177503.2|207676.8 [211759.3 | 232935.7| 263281.4| 282253.4| 300733.4| 330963.9

www.statistica.md

The sales revenues obtained by all Moldovan enterprises increased from 177503.2 to
330963.9 million MDL in the period from 2010 to 2017, to be exact by 86.5%. If we
consider that the increase in income is also influenced by the inflation rate, which in the
best case yearly is about 5-6%, then the increase of the sales revenues is appreciated at a
modest level, the real growth being under 30-35%.

On the basis of the results obtained in examining the evolution of sales revenues for all
groups of enterprises (large, medium, small and micro) it can be pointed out that the
largest increase is registered by micro enterprises, the revenues of which in this interval
increased by 4.27 times, this being a considerable rhythm of growth. A second position
is held by medium-sized enterprises, whose revenues grew by 98.41% in the period 2010-
2017. The smallest growth rate in this period was recorded by the small business group,
which sales grew by only 65.01%.

The revenues from sales made by SMEs in the Republic of Moldova over the last eight
years have a rising trend, increasing from 65263.2 to 137506.0 million MDL, by 2.1 times
with the difference of 72242.8 million MDL. Positively, it can be appreciated that over
the entire period, SMEs' incomes are becoming ever greater, but its growth rates of the
sales revenues are quite modest, taking into account the inflation rate.

The most common argument in favor of SMEs is that they create substantial job
opportunities as they use relatively labor-intensive technologies,SMEs employ more
people per 100000 Dollarsinvestment as compared to large firms.

The economic development of the national economy depends largely on the structure of
SME:s by type of activity, in this context there is presented figure 3.
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Figure 3. Structure of sales revenues obtained by SMEs in the Republic of Moldova by type of
activity in 2017, Sources: Elaborated by the author based on the statistical data presented on
www.statistica.md

This study shows that in 2017 that about 41.55% of the total incomes in Republic of
Moldova is obtained by the active SMEs. So the revenues of large enterprises account for
about 60% of total revenue structure.

In the structure of the incomes obtained by SMEs in the Republic of Moldova by type of
activity in 2017, the main weight of 48.90% was attributable to enterprises in the sphere
of trade. The second place in the structure of SMEs' incomes with a big gap the
manufacturing industry, which accounts for about 10.78% of the total SMEs' incomes.
Although the Republic of Moldova is considered an agricultural land, agriculture has only
8.87% of the total SMEs' incomes, followed by the construction sector with a weight of
6.96%. Other types of economic activities account for less than 5% in the structure of
local SMEs' incomes.

For the national economy's development, an important problem is the over-saturation with
the trade units whose contribution to the economy's development is very modest in
relation to other fields, such as manufacturing, transport, information and
communications, construction and others.

Entrepreneurs' orientation to the field of wholesale and retail trade is influenced by
several factors, including the reduction for required investments and the lower level of
risk relative to other activities. At the same time, other fields of activity such as
manufacturing, information technology, construction etc. require a much higher level of
knowledge.
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As productivity of the modern sector rises, progressively more workers sort into the
modern sector, so unemployment levels rise, and particularly so for the less able, as
proxied by low education (Feng Y., Lagakos D., Rauch J., 2018).

On the other hand, the finances are the fuel of economic growth; so the level of financial
development is the degree to which financial instruments, markets, and intermediaries
ameliorate the effects of information, enforcement, and transactions costs by providing
broad categories of financial services to the economy (Loayza N., Ouazad A. Ranciere R.
2018). It is evident that for the development of such economic activities as manufacturing,
information technology, communications, construction and transport, we need several
financial instruments that are in our country in a course of development.

,»Why is GDP growth so much more volatile in poor countries than in rich ones?” There
are three possible reasons (Miklos K., Tenreyro S., 2007):

e poor countries specialize in fewer and more volatile sectors;

e poor countries experience more frequent and more severe aggregate shocks (e.g.,
from macroeconomic policy);

e poor countries' macroeconomic fluctuations are more highly correlated with the
shocks affecting the sectors they specialize in.

The empirical results strongly support the view that financial development and economic
growth are mutually causal, that is, causality is bidirectional (Khalifa Al-Y., 2002).

The Republic of Moldova is a developing country, its economic and political strategies
are aimed at ensuring on the development of those economic activities that will ensure
economic growth and solve the many economic and social problems that our country is
currently facing.

The goal of each entrepreneur is not only to increase revenue but also to maximize profits.
Profit is a basic indicator of economic efficiency assessment, it allows identification of
the company's availability and development potential. Profit is determined as the
difference between the amount of revenue and the amount of expenses incurred for the
running of the business.

Figure 4 shows a comparative evolution of the number of SMEs in the Republic of
Moldova that obtained the positive financial result (profit) and which obtained the
negative financial result (losses) during the analyzed period.
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Figure 4. Evolution ofnumber of SMEs with profit and with losses in the Republic of
Moldova in 2010-2017

Sources: Elaborated by the author based on the statistical data presented on
www.statistica.md

For SMEs, the profit performs several functions, among which it can be highlighted
(Gheorghita M., 2011):

e measurement of efficiency;

e to stimulate further development;

e social incentives for the work force;
e Dbudgeting.

During the analyzed period, the number of SMEs with profit increased by 29.2% from
19445 to 25115 enterprises. At the same time, the number of SMEs with losses increased
by 18.5% from 21737 to 25752 enterprises. Positively, it can be appreciated that the
growth rates of the number of profitable SMEs are higher than the growth rates of loss-
making SMEs, which supports the economic development of the whole country.

It is obvious that an entrepreneur before starting a business analyzes the market situation
and the profit of the companies already operating on the market in certain branches of the
economy. If we examine the situation in the Republic of Moldova, the running business
in our country seems to be quite risky, because the most part of enterprisesare making
losses, rather than profit. Over the considered period, the number of SMEs with profit is
higher than the number of SMEs with losses, which is negative.

The financial result obtained by the small business sector depends not only on the factors
of the company's external environment but also on the level of managerial training and
the skills of its management. Thus, it is of interest to examine in a dynamic way the
number of enterprises in the SME's sector that obtain the positive financial result, ie
profits, and those who are making losses as a result of its activity.
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CONCLUSIONS AND SUGGESTIONS FOR FURTHER RESEARCH

The importance of small business is indisputable for the economic development of our
country, and this position is supported by multipliers scholars who say that the SME
business represents an important source of growth and development for every economy.

The research confirm that the economic development of the Republic of Moldova is
closely related to the development of entrepreneurship, which, unfortunately, faces many
problems. Comparative evolution of the number of newly registered and radiated
enterprises shows that the difference between these categories is becoming increasingly
small and, in the end, the number of companies that are radiated exceeds the number of
registered enterprises. This aspect is directly reflected on the economic development of
the country.

Another problem of national business is the inefficient distribution of SMEs according to
their sphere of activity. The dominance of the enterprises in the sphere of trade in the
structure of the total number of SMEs and in the structure of the revenues obtained by
them does not allow the prosperous development of the country's economy. In this
context, it is extremely necessary to take concrete steps to stimulate business development
in sectors such as manufacturing, transport, information, etc. which will make a
significant contribution to the economic growth of the Republic of Moldova.

It is obvious that the attractiveness of the business and the desire of potential
entrepreneurs, especially young entrepreneurs, to launch themselves into the business
environment is directly influenced by the level of profits and the level of involved risks.
Although the analysis confirms a tendency to increase SME incomes, the results of their
profit analysis are not so gratifying. In this way, most of the SMEs are making losses
rather than profit.

All this requires the undertaking of concrete measures at the macroeconomic level that
would support the development of entrepreneurship in our country, especially attract
young entrepreneurs to the business environment.

The results of this research challenge the new directions for more research on the impact
of entrepreneurship on the country's economic development. In this context, a particular
interest would be the correlation of the macroeconomic indicators with the indicators
characterizing the activity of SMEs, obtaining the equations of these multiple correlations
that will express the link between these indicators by the multiple correlation coefficient
and the multiple regression coefficients. A similar study should be applied on the basis
ofthe developed countries, the developing countries and the poor countries, which will
enable to identify the link between these indicators and to formulate appropriate
conclusions.
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ABSTRACT

Purpose.The article is devoted to a relevant topic for the modern Armenian society - the
youth labor market. The purpose of the study is the analysis of the youth labor market in
the current social-economic development stage of the economy of Armenia.

Methodology. The research method is analysis of statistical information provided by the
Statistical Committee of the Republic of Armenia and the Ministry of Labor and Social
Affairs of RA.

Findings. The main findings of the paper present the essential characteristics and
indicators of the youth labor market in Armenia (level of economic activity of young
people, number of employed young people by level of education, level of
unemployment).

Value.The paper identifies the need for a more comprehensive use of the main indicators
of the youth labor market at the national level; therefore can potentially contribute to the
current scientific analyses on youth labor markets.

Type: Research paper

Keywords: youth; labor market; education; employment; unemployment; factors of youth
labor market; qualification.
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INTRODUCTION

Currently, Armenian society is a society of risk and transformation of different social
institutions. It is characterized by inconsistency, instability and unevenness in ensuring
sustainable development. Despite the positive dynamics registered in the last years, the
researchers point out unfavorable trends associated with the growth of income
differentiation of the population, increased social tension, unemployment, including
youth (Melqumyan, 2014). Young people, as an independent socio-demographic group
and innovative potential of any society, in this situation are becoming one of the most
vulnerable groups in the labor market due to their age, socio-psychological and
professional characteristics.

Unemployed youth are a population at risk in many countries. In most OECD countries,
the average youth unemployment rate is double the overall unemployment rate (De
Vijlder, 2016). This gap can be attributed to the lack of work experience and the weaker
job search skills of young people and to structural problems, including inadequate
education and training and overly restrictive regulation of labor markets (Kluve, 2013).

The modern labor market can be defined as the sphere of interaction of its main subjects
(the employer and the employee), as a mechanism for coordinating the interests of
employers and hired workers (Fields, 2005). The successful reformation of the domestic
economy, raise of the living standards of the population, financial stabilization and the
growth of the country's economic development depend on the effective functioning of the
labor market.

One of the most important determinants of labor market is the youth employment, which
higly depends on the strength of the economy as a whole. When the aggregate level of
economic activity and the level of adult employment are high, youth employment is also
high. Quantitatively, the employment of youths appears to be one of the most highly
sensitive variables in the labor market, rising substantially during boom periods and
falling substantially during less active periods (Meer, West, 2013).

LITERATURE REVIEW

There are several work papers devoted to the study of the labor market, including youth,
in the scientific literature. Among them are the works of such famous researchers as A.
Smith, D. Ricardo and others, in which the authors analyze the fundamentals of the labor
market, the patterns of its functioning in capitalist industrial relations at various stages of
development, andtransformations (Smith, 2007). The theory of the labor market and the
principles of its functioning are presented in the studies of such eminent scientists as A.
Marshall, P. Samuelson, R. Hall, T. Veblen, T. Hyclak, G. Johnes, G, Borjas and others.

The problems of youth unemployment and employment in the labor market were
highlighted in the works of many economists such as M. Malo, T. Parsons, N. O’Higgins,
T. Murtha and other researchers.
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However, in spite of the large number of scientific works devoted to the study of the youth
labor market, comprehensive analysis of the youth labor market in Armenia are lacking.
As the theoretical analysis of the literature shows, the modern youth labor market has its
own characteristics (O’Reilly J. 2015).First of all, it is characterized by the instability of
supply and demand, which is caused by the variability of the professional orientations of
young people, their social and professional uncertainty. The situation is aggravated by the
exacerbation of social problems of young people associated with a fundamental change
in the sociocultural and political conditions of personal development, which entails the
growing difficulties of self-determination of young people, including in the professional
sphere.

Secondly, it is the low competitiveness compared to other age groups. Young people are
at most risk of losing their jobs or not finding a job. Restriction of demand (excess of
supply) in the labor market for non-working employees reduces the employment
opportunities of graduates of educational institutions.

Thirdly, researchers note the pole nature of competition in the structure of the youth labor
market itself, due to the presence of primary and secondary workers. Secondaryworkers
in the youth labor market have significant competitive advantages over primary workers
(Banerji at al., 2016.)

Fourth is thethe big variation. Every year, a lot of students with different proffesions
graduate from educational institutions. Lack of demand in the Armenian national labor
market for manyof these proffesions,leads to the fact that most young people are not being
employed by their occupation.

Fifth, there is a difficult situation with female employment. Traditionally, employers are
more likely to hire men rather than women employees.

Studies carried out in the framework of the Erasmus + "Higher Educational Institutions
for Youth Enterpreneurship" project show that the low competitiveness of young people
in the labor market is due to the following factors:

1. lack of professional knowledge, qualifications and skills;

2. the employer's unwillingness to recruit young people due to the fact that many
of them continue to receive their first or second education, or continue their
studies in the MA;

3. labor instability of young people associated with frequent layoffs, low
motivation to find work; excessive requirements for working conditionsand the
size of the salary;

4. lack of experience in the field ofof specialty.

According to the International Labor Organization, the following indicators are used for
a comprehensive analysis of the youth labor market (Youth labour market analysis, 2013).
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Table 1

Youth Labor Market Data requirements

Area of research Indicator
Population e Share of children (aged 0—14) and youth (aged15-30)
- out of population
d e Dependency ratios
% e Literacy rates
2 Education e Educational attainment
e  Gross and net enrolment rates
Labor force e Youth labor force participation rate
e Youth employment-to-population rate
Employment e Share of full-time/part-time youth workers
e Temporarily working youth
Unemployment e Youth unemployment rate
5 ¢  Youth unemployment ratio
A ¢ Youth long-term unemployment rate
a ¢  Youth-to-adult unemployment rate ratio
e Time related unemployment
Inactivity e Youth inactivity rate
e Share of inactive youth by reason of inactivity
e Share of discouraged youth workers
e Youth not in employment, education or training
Branch of economic e  Youth employment by branch of economic activity
activity
e  Occupation and education mismatch
% Occupation e Top occupation for youth
<EE Status in e Youth by Status in employment
0 employment
A Job vacancies e Job vacanvies by branch of economic activity,
enterprises size and occupation
e Job vacancy rate
v Hours of work e Hours of work by employed youth/week
% e Annual hours of work for youth
= e Share of youth working excessive hours
% Income from e Youth average earnings(day or month)
% employment e Share of youth working with low pay rates
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FINDINGS

Supply of young workers is likely to decrease

According to the Statistical Committee of the Republic of Armenia in 2017 the population
of Armenia was counted to 2,972 mln people, the share of young people (from 15 to 34
years old) in it was 29,9%.
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As Figure 1 shows, a large share of young people are 25-29 years old (29,9%) and 30—
34 years old (29,7%). The smallest age group of young people is the group aged from 15
to 19 (18,7%), which is explained by a low birth rate from 1998 to 2002 (Statistical
yearbook of Armenia, 2018).
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Figure 1. Number of young people in Armenia in 2017 (thousandpeople)

Dependency ratio, that is, the share of children (aged 0—14) and the elderly people (over
65) out of the number of economically active polpulation (aged 15-64) is 69,2%. This
indicator suggests that the number of economically active polpulation is not much higher
than the total number of children and the elderly. The share of children is still higher than
the share of elderly people, however, with a subsequent drop in the birth rate, the
demographic dividend (the number of people who will enter the economically active age)
can change significantly. The demographic burden will eventually increase as the share
of economically active people is decreasing, while the proportion of older people
continues to grow.

The share of young people in the total labor force in Armenia at the beginning of 2018
amounted to 885,7 thousand people, of which 436,2 thousand are male and 449,5
thousand are female. Compared to 2014, this indicator changed by 10,8% downward (in
2014, the share of young people in the total labor force of Armenia was 992,6 thousand

people).

While population size determines the potential size of the youth labor force, education
determines its quality. The data in table 2 indicates that in 2017 the number of those
students who choose further education in vocational primary schools increased by 10.3%,
and the number of students in vocational secondary schools decreased by 4.5%. The
number of students in universities has also decreased. In turn, 63% of pupils who
graduated from the 12th grade choose to continue their studies in higher educational
institutions or in vocational education institutions, and 20.3% do not continue their studies
at all.
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During the 2016/2017 school year, 63 state and non-state educational institutions and 12
branches carried out the first level of higher education in bachelor's degree. These
institutions received 17,649 school graduates (women - 52.1%), had 81,648 students

studying (women - 53.8%) and 19,036 graduates (women - 56.0%).

Table 2

Number of students by level of education in Armenia in 2015-2017 (thousand)

Level of education 2015/16 2016/17 2017/18
Secondary education 157.0 155.9 152.8
Primary vocational education 33 2.9 3.2
Secondary vocational education 28.5 24.3 23.2
Higher education 79.6 84.6 81.7
Post graduate education 14.9 11.9 10.9

The employed youth of Armeniaby educational level is represented as follows (Table 3).

Table 3

Distribution of employed youth by level of education in Armenia
(2017, thousand people)

Total 15-24 25-29
182.9 74.8 108.1
Secondary and basic 84.2 42.0 42.12
general education
Vocational and higher 98.7 32.8 65.9
education

As the data show the majority of employed youth (60.9%) aged 25-29 have a vocational
and higher education, a little more than half (56.1%) of 15-24 years old young people
have secondary and basic general education.

The issue of finding a job is particularly difficult during the first year after graduation.
Some of the young people have to retrain in other specialties in order to find a job, while
others do not find job at all, and only a very small part is able to find a job in their
occupation. Having professional knowledge and skills is not yet a satisfactory condition
for achieving good results in the market or for finding job. Personal qualities such as
marketability and employability are also very important (Pologeorgis, 2018).

In general, theorists describe the practical skills, theoretical knowledge, work experience
potential and motivation of the employee by means of one concept “human capital”.
According to contemporary theorists, human capital is a whole of personal qualities,
philosophy, and value system that can have a direct impact on the human's operating
results (Goldin, 2014). However, for an employer whose main purpose is to achieve
results in a certain area of activity, it is not important how much the person invests in
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human capital formation. For example, it is not important how much it has been
contributed in education or what is the quality of personality of the potential employees.
It is more important for the employer to realize who among the employee applies the
gained human capital more efficiently.

Education in the Context of Human Capital Theory represents a content process that lies
at the core of human capital formation. But in the reality of Armenia the availability of
professional education only gives information about bearer's human capital volume and
quality, but does not add anything to human productivity itself. From this perspective just
the actual level of educational readiness is not as important, as the distribution of
educational skills between the labor forces that outstand by production potential. That is
the reason why the tendency of the educational growth in the country cannot contribute
to the reduction of unemployment and the efficiency of employment.

A significant indicator of the youth labor market is the level of economic activity of young
people, which is the share of economically active youth (employed and unemployed) in
the total population of working age (from 15 to 64 years). This indicator in the Republic
of Armenia in 2017 amounted to 32.4%.

The share of employed youth at the beginning of 2017 in the RA amounted to 293.7
thousand people, which accounted for 29% of the total number of the employed in

Armenia. 177.6 thousand of them are males, 116.5 thousand are females. Compared to
2016, this figure has decreased by 1.3%.

The next indicator that significantly affects the youth labor market is unemployment.
According to the data, in 2017 the number of registered unemployed citizens aged 15 to
34 was 105.6 thousand people. 0.3% of economically inactive youth in Armenia sought
job in 2017 and 82.6% never sought job and was not ready to start working. The overall
unemployment rate in the Armenia in 2017 was 17.8%, among youth it was 8.6%.

Mismatch: Exploring the imbalance between supply and demand of youth labor

market by industry and occupation

The youth employment profile by branch of economic activity does not significantly
differ from the overall picture of all age groups of RA, with one exception; the share of
youth involved in processing industry branch is very little. 19% of young people in
Armenia are engaged in agriculture. This is followed by trade and service sphere (14%),
state bodies (11%), education and training sector (9%), healthcare (7%), while only 3%
of youth is employed in the IT sector. Young people are less involved in service and
construction sectors, although there is a need for young professionals in these areas.

There is also a high level of informal or hidden employment in Armenia. For example,
agricultural employment is an informal employment, thus it is very important to evaluate
how much the informal employment is in non-agricultural spheres. In 2017 the level of
informal employment in other sectors was 18.1%. Informal employment occurs when the
state is unable to contribute to the creation of sufficient number of formal jobs, so people
who need work are forced to choose informal work.
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As for the match of occupation and education in the RA labor market it should be noted
that the tendency of expansion of the most demanded professions in the market negatively
affects the balance of the labor market by generating surplus of some professions and
deficit of others. This means the cooperation between educational institutions and the
labor market often does not reflect the real situation. It's noteworthy that the market of
educational services is aimed at satisfying both the labor market and the educational
market needs. Students and employers often refer to different requirements for individual
occupations. The student, as an intermediate customer pays for educational services, thus
the activity of the educational institutions is often aimed at satisfying the needs of that
community. On the other hand the students often are not able to accurately assess the state
of the labor market and its development trends.

Average monthly number of vacancies submitted by employers in 2012-2016 recorded
the lowest rate in 2014 (2007). This figure dropped by 22% in 2014, compared to the
previous year, but the indicator has shown a tendency of growth in 2015-2016and in 2016
it has made 2778 vacancies, which has increased by 17.3% compared to the previous year.
During 2014-2016 the number of people employed through the job agencies also shows
steady growth. In 2016, the number of employed through the job agencies has been 17513.

Conditions of work

Income also plays an important role in the active employment policy of youth, which will
help to improve the socio-economic situation of the country and improve the living
standards of young people, thus improving the quality of their life. The average earnings
of young people per month in Armenia is 132,3 thousand drams (= 273 US dollars). On
the same time the average monthly nominal wages differ by organization size and age
groups of workers (figure 2).
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Average monthly nominal wages by organization size and age groups in RA (2017)
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The average weekly hours actually worked by young workers in Armenia is 48,4 hours.
The indicator for males is 51,6 hours, for females 38,5 hours.

During the last years the share of informal employment in Armenia has decreased. In
2016 40,6% of youth had an informal employment, of which 11,8%were producers of
goods exclusively for own final use. In 2017 the share of infromal employment has
deacred to 38,4%, of which 8,7%wereproducers of goods exclusively for own final use.
The decrease of the share of producers of goods of own final use is due to the decrease of
the share of informally employed young women (3%).

CONCLUSIONS AND RECOMENDATIONS

In the current economic situation of Armenia, employers have begun to carry a cautious
strategy towards attracting workers, especially young professionals. This means that even
if there are vacancies for young people in the labor market and in some sectors of the
economy, employers prefer dealing with more experienced and middle-aged
professionals to prevent stuff flow and to avoid the need of providing additional
education.

The negative tendencies in Armenia also have deepened the unemployment problem
among young people. Decrease in the number of new jobs has a direct impact on the labor
market and especially for those who are entering the market for the first time. In addition,
the lack of effective mechanisms of transition from education to labor market, as well as
the low level of feedback between the general education system and the labor market,
also deepens the mentioned problem.

The vocational education is the most important but not the only factor in finding a job. It
is essential to constantly improve knowledge, skills and capacities in the labor market to
get a worthy job due to their abilities. On the other hand, improvements relate not only to
young professionals, but also to other stakeholders, the education system, the state, and
employers, who, in their turn, should constantly study the signals in the society and make
appropriate changes their strategies and tactics in the labor market.

Thus the unemployment reduction policy of Armenia should be targeted especially at the
solution of youth unemployment problems. This is especially important under conditions
of low birth rates and emigration. It is necessary to elaborate and implement active
employment programs for young and middle-aged high-skilled unemployed peopleaimed
at providing information on vacancies and highly qualified workplaces, trainings, settling
small and micro business. It is also necessary to prevent "brain drain" ofyouth,
particularly of high-quality young professionals by providing them with certain benefits
for mortgages.

It is necessary to improve the demand and supply of young labor force, both quantitatively
and qualitatively, by focusing on the demand for high-quality workforce and job
opportunities. For this purpose, the formation and development of the university-labor
market-science cluster is a necessity.
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University formation of entrepreneurial
competencies among youth

Nataliia Savytska, Olena Zhehus

ABSTRACT

Purpose. The purpose of the study is to determine the current changes in educational
needs, interests, expectations of university entrants and students, students’ satisfaction
with higher education institutions in order to substantiate offers for the adaptation of
higher education products to market requirements to forming of entrepreneurial
competences.

Approach. The used methodology is based on the conducted survey of representative
sample of university entrants and students. Data was analyzed by using methods of point
rating according to 5-point scale. The questionnaire was developed and used in Ukraine.
Basing on the theory of generation change, the sample included (N=1400) respondents of
different age groups, 16-17 years and 18-23 years, equally divided between the studied
groups. Results are substantiated on selected 1361 survey questionnaire.

Findings. Taking into account the current trends of digital transformation of business,
limitation of entrepreneurial potential for purposes of development of Ukrainian economy
increase in role of forming entrepreneurial competences by youth has been established.
Within the research it has been substantiated the need of higher education institutions to
focus on efforts on development of key soft skills: comprehensive solution to problems.
critical thinking, creativity, management of people, coordination with others.

Originality. The presented work stresses the change of value orientations in choosing the
specialty and higher education institutions, different perception of competence
importance by generations Y — students and Z — university entrants. It has been
substantiated the key role of higher education in forming of prerequisites to activate youth
entrepreneurship and it has also been identified a need to adapt educational programs and
to aim them at forming of modern competences.

Keywords: youth, entrepreneurship competencies, university.
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INTRODUCTION

The modern processes of digital transformation and development of economics of
knowledge make the sphere of learning the first sector of social production. According to
UNESCO, the global gross-coverage ratio for higher education reached 38% in 2017
against the backdrop of a growing trend towards private-sector education (GEMR 2019).
The new 2030 education concept, proclaimed by UNESCO, provides for the provision of
quality and accessible education for everybody throughout lifelong learning (Incheon
Declaration Education 2030). The World Education Monitor reports note that the
Agenda-2030 seeks to ensure gender equality in access to high-quality technical,
vocational, higher education, including university education (GEMR, 2019). The task of
higher education institutions is the formation of basic skills in the youth (critical thinking,
ability to solve tasks in a team, experience in implementing projects, sustainable skills of
digital literacy, communication), life settings and behavior patterns that allow you to
adapt to the rapidly changing labor market, create ecological innovations, to implement
the principles of social equality and economic efficiency (GEMR 2106, GEMR 2017).
Achievement of the goals of sustainable development in the field of education is
connected, inter alia, with the coordination of interests, well-established communication
and the availability of institutional and interpersonal trust among key stakeholders: the
state, educational institutions, teachers, parents, students, entrants, students, employers
(GEMR 2019).

The entrepreneurial activity requires the relevant knowledge and skills that young people
can obtain in the process of formal, non-formal and informal education. A key place in
the preparation of students for independent entrepreneurship in the formal education
sector belongs to higher education institutions. When selecting a higher education
institution for study, entrants and their parents hope for the acquisition of the necessary
knowledge and skills, as evidenced by the results of the study.

THEORIES AND CONCEPTS OF THE RESEARCH

Basis of the conducted research is three fundamental changes in business environment,
cultural, social context of economic activities, and in the sphere of education. The most
significant factors of the changes resulting in transformation of educational competences
and professional competences of entrepreneurs, to our opinion, are:

e internationalization and regionalization of the global economics causing a need in
team work under conditions of multi-disciplinary communication in the project
group in the multi-language and multi-cultural environment;

e geographical expansion that intensifies competition over limited resources and
customer’s loyalty, regularly changes game rules, and thus requires greater focus
on customer and flexibility in development of competition strategies;

e automation of routine manual and intellectual labour that releases time for creative
work and requires skills of managing intellectual information flows, coordination
of interaction and entrepreneurship — ability to analyze information critically, to
be inquisitive and to be able study continuously;
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e appearance of new management models in business, including electronic business
space;
e transfer of inference power from brands to buyers.

The development of entrepreneurship is an important factor in the steady and inclusive
growth of the national economy, as evidenced in numerous studies by scholars around the
world, among which are Valliere, D., & Peterson, R. (2009), Audretsch, D. B., Belitski,
M. and Desai, S. (2015); Justin Doran, Noéirin McCarthy & Marie O’Connor Christian
Nsiah (Reviewing Editor) (2018); Folarin Ogunlana (2018), Wang, K.; Yan, W. (2016);
Feng-Wen Chen, Long-Wang Fu , Kai Wang, Sang-Bing Tsai, ID and Ching-Hsia Su
(2018) etc. One of the main topics enhancing entrepreneurship in the country is the
development of youth entrepreneurship. Problems and perspectives of which are
considered by the scientists of the countries of the Eastern Partnership within the
framework of the program Erasmus+ project “Higher education institutions for youth
entrepreneurship”. Among the significant publications should be noted Hrosul, V.,
Dyadyuk, M., Zubkov, S. (2018); Ciloci R., Turcan R., Crucerescu C. (2018); Kolkan A.
(2018); Kruceresko K., Ciloci R., Zurcan R. (2018); Didmanidze I., Megrelishvili Z.
(2018); Yatsevich N. (2018). The authors, based on empirical studies, have proven that
entrepreneurship contributes to economic growth, accelerates the commercialization of
knowledge, creates new motivations for development.

Digital revolution and change of generations caused significant impact on transformation
of business processes. work is based on the Strauss—Howe generational theory (Howe N.,
Strauss W. (2000); Howe N., Strauss W. (2003); Howe N., Strauss W. (2007).
Preferences and Behaviors of the generation Z are researches by Fromm J. (2017), Nanji
A. (2018), Stanley C. (2018) etc. In scientific literature, more attention is paid to the
behavior of students of the new generation Z, in particular : Guberman D., Layow E.
(2017), Seemiller C., Grace M. (2017), Hampton D. C., Keys Yo0.(2017), Caylor B.
(2019). This concept adapted to environment of Ukrainian society too. This concept of
the research stipulates differentiation of Y generation to which students of 1996 — 2000
years are referred and Z potential university entrant of 2001-2002 years.

The problem of the formation of actual skills of the 21st century was reserched by
scientists from different countries: USA Wagner T. (2008), UK Archer, W. and Davison,
J. (2008); EU member states, OECD countries Voogt J., Pareja Roblin N. (2012);
Indonesia I M. Suarta, Fajar Pranadi, I Ketut Suwintana, Ni Kadek Dessy Hariyanti
(2017), Australia Lamb St., Doecke Est., Maire Q. (2017), Canada Bates T. (2018), USA
Care Est., Kim H., Vista A., Anderson K. (2018).

Our review revealed. Taking into account the changing value priorities and the
peculiarities of young people's perception of the digital world, in the educational sphere
must-have educational processes are formed around the digitalization, personalization of
learning, self-study and career modeling (coaching and mentoring), the use of blend
learning: online and traditional forms of learning, case studies, Data Mining, mobile,
group training in challenging mode, application of AI, VR, simulators and trainers,
growth trend in microelectronics: short time courses, short video clips, small text or visual
materials, Blitz testing.
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RESEARCH METHODOLOGY

The purpose of the study is to determine the current changes in educational needs,
interests, expectations of university entrants and students, students satisfaction with
higher education institutions in order to substantiate offers for the adaptation of higher
education products to market requirements.

According to the intended purpose, the main method is descriptive research (questioning)
as the most adequate way to describe consumer behavior - applicants and students.

The marketing research of entrants (as potential consumers of educational services) and
students (as real consumers of educational services) of Ukrainian universities was
conducted to identify the value guidelines of choosing a specialty and institution of higher
education for young people. For the study the questionnaires are prepared. The
questionnaire used closed questions. Estimates of the surveys importance criteria were
calculated using the Likert scale. The selection of judgments for the scale was made
during the pilot study.

Based on the developed methodology of the study, a survey of university entrants and
students was conducted in January-September 2018 using the offline and online survey
method. The sample population was formed in accordance with the developed approach
of the world-renowned American Institute of Public Opinion (Gallup Institute), according
to which the sampling volumes for the given sample size were determined. For a large
general population (over 10,000,000) it is determined that the sampling error will be +
5% at a sample of 600 units. Proceeding from the fact that the number of students in 2017-
2018 in Ukraine it was 1331 thousand (State Service of Statistics of Ukraine) 700
questionnaires were replicated. To ensure 95% reliability level, 700 questionnaires for
university entrants were replicated.

The questionnaires offer to evaluate the importance of the factors on the 5-point scale (1
point - "absolutely not important factor" ... 5 points - "very important factor") of the
choice of the specialty; factors characterizing education at a higher education institution;
factors that make choosing a higher education institution; professional competencies.
According to the results of the survey average estimates were calculated and the ranks of
the factors and competencies were determined.

The structure of the sample of potential applicants for demographic characteristics
consists of 388 women, representing 57.8% of the polled, and 284 men (42.2%) (Figure
1). By the place of residence, the majority of respondents, namely 68.3%, are urban
residents, 12.9% are urban-type residents and 18.8% are villagers 16-17 years (2000-
2001).
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Figure 1. Socio-demographic portrait of entrants (generation Z)

The structure of the sample population on the basis of demographic characteristics
consists of 421 women, representing 61.2% of the polled, and 268 men (38.8%) (Figure
2).
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Figure 2. Socio-demographic portrait of students (generation Y — millennial)

By the year of learning 11% are students of the first year, 18% - students of the second
year, 22% - students of the third year, 28% - students of the fourth years, 21% - the fifth
year students, thus enrolled students of all courses of study. 18-22 years (1996-2000 years
of birth). Taking into account the research direction, the survey was attended by students
of the specialties "Entrepreneurship”, "Marketing", "Economics", "Management".

ANALYSIS OF THE RESEARCH RESULTS

In the Ukrainian economy there are negative processes, which are characterized by
reduction of the number of economic entities. According to the statistical data (of the
State Department of Statistics of Ukraine) if in 2010 in Ukraine 2183, 9 thousand entities
were operating in Ukraine, then in 2017 only 1805.0 thousand, their number decreased
by 27.4%. 1t should be noted that about 99% of business entities in Ukraine are small
business entities, the number of which in 2017 amounted to 1,789.4 thousands. The
peculiarity of small business in Ukraine is the predominance in the structure of small
business entities of individuals-entrepreneurs, which accounts for more than 80%. Over
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the past five years, the contribution to formation of value added of individuals-
entrepreneurs (by expense method) has increased from 5 to 7%, in monetary terms, the
growth was 157.6% or 96526.3 million UAH. One should note an increase in the share
of small businesses in the volume of sales from 21.7% in 2010 to almost 25% in 2017
(Figure 3). In general, the economic scale of small business entities is increasing,
attracting more and more resources into the sphere of small business, and interest in small
businesses is emerging as an alternative to hiring.

2017
2016
2015
2014
2013
2012
2011

2010

0 20 40 60 80 100 120

® Big business Medium business ™ Small business

Figure 3. The share of economic entities in the volume of sold products

However, as Figure 4 shows, the number of small businesses in 2010-2012 and 2016-
2017 has decreased. In addition, the share of unprofitable small business enterprises
grows, if in 2010 they were 56%, then in 2016-2017 — more than 72%, and the amount of
losses in 2017 amounted to almost 20972 million UAH (State Service of Statistics of
Ukraine). The reason for this situation is not only the consequences of the general
economic crisis, but also the lack of knowledge and skills in business management, the
use of adaptation methods. Most entrepreneurs are not prepared to respond adequately
and quickly to turbulent changes in the external environment.
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Figure 4. Dynamics of number of small business entities

Taking into account the significant contribution and significant role of small business for
the country's economic development, its development is an important and priority
direction of state policy. In our opinion, significant untapped potential of small business
development is concentrated in the youth sector. According to the results of the
sociological study "Youth of Ukraine - 2018", the purpose of which was to identify the
main problems of the social situation of Ukrainian youth, its values and preferences,
analysis of the forms of youth participation and definition of the role of youth in the
processes of state reform, the attitude to education and the choice of profession. For most
respondents, 49.9%, the priority of choosing a specialty or profession is its
correspondence to their interests, enthusiasm, abilities. One third of the youth (26.8%)
chose or plans to choose its last specialty or current profession, because it guarantees
earnings, worthy of material remuneration, 22.0% - on the advice of parents, relatives,
other people, 15.9% - because it is prestigious (Youth of Ukraine — 2018). It is also
established that the financial component of the choice of the specialty or profession
among young people of 20-24 years significantly exceeds this factor among young people
aged 14-19 years. Young people aged 14-19 also focus more on the prestige of the
profession and less on parental advice than representatives aged 20-24. 31.2% of the
respondents indicated that they were working or are working during their studies. But if
the portion of such respondents aged 20-24 is 36.5%, then the ones aged 14-19 is 19.9%.
At the time of training young people predominantly work or worked in private companies
(49.5% of those who worked/work during studies). The purpose of work during study for
most of the interviewed youth is the desire to make money for themselves (60.3% of those
who worked / work during study), as well as help their family (17.9%) and gaining
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experience of work. The analysis of age-based differences shows that for young people
aged 14-19 and 20-24, who worked / work during study, more specific desire to earn
money for themselves (71.8% and 71.0% respectively), while younger adults age groups
more often than young people in the younger age groups work or worked while studying
to help their family (Youth of Ukraine — 2018). The following conclusions can be drawn
from the results of the study:

e changes in value targets orientations and behavior styles of youth of different age
groups take place;

e the majority of young people can be classified as economically active, most of
them are ready to work while studying;

e want to get practical experience.

Modern youth is characterized by initiative, activity, creativity, and is inclined to self-
entrepreneurial activity, but it lacks knowledge and skills to open and effectively manage
its own business. In modern conditions, institutions of higher education need to adapt to
the changing generations and educational needs that are also transforming.

The economic crisis, one of the consequences of which is the increase in unemployment,
causes problems of employment of graduates of higher education institutions. Under these
conditions, an alternative becomes a youth entrepreneurship that will allow a young
person to develop, present and promote their own project. The success of the project can
promote profitable employment, obtaining financial resources for its implementation (for
example, in the case of a grant) or individual entrepreneurial activity.

Creation of conditions and stimulation of entrepreneurial activity of youth is one of the
priority directions of the state youth policy. In the "Concept of the State Target Social
Program" Youth of Ukraine "for 2016-2020" among the main problems that need to be
addressed in the youth environment are the following (State Target Social Program
"Youth of Ukraine" for 2016-2020 years):

e the lack of motivation and skills for young people to acquire knowledge
independently;

e Jow level of youth employment in the labor market for the chosen profession and
practical skills and abilities of young specialists;

e slow pace of entrepreneurship development among youth;

e insufficient use of innovative potential of youth;

e low level of professional orientation of youth;

To overcome them, the Program envisages a concentration of efforts on such priority
tasks as employment of young people by creating conditions and implementing measures
aimed at stimulating youth self-employment. The realization of this task involves the
involvement of young people in entrepreneurship. Implementation of the Program will
enable the development of youth entrepreneurship through the improvement of the
existing legal framework and the systematization of preferences for young entrepreneurs,
the formation of entrepreneurial skills among young people. In this context, it is important
to integrate the efforts of the state, higher education and business.
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Young people themselves become a powerful human resource in the field of
entrepreneurship, while they still dream about their own business, success and wealth,
they want to become self-sufficient and independent at the same time. The global impact
of the digital revolution 4.0 has affected all spheres of life, predetermine generational
transformations that manifest themselves in changes in behavior, outlook, life standards
and attitudes of people of different age groups. By the theory of Howe N. and Strauss
W. at the end of the early 2000s, a new generation - the Z generation - "centenials" that
came to replace the "millennials" - the generation Y (Howe N., Strauss W., 2007 a) .
The main differences of the new generation Z (Ladika I.. 2017) are the combination and
indivisibility of the digital and real world, hyperactivity, they prefer social networking
rather than personal; better understand of information, know how to find it, divide it,
develop visual thinking and negatively treat advertising. They are preparing for the future,
83% agree that it is important for a successful career start. They have no illusions, 64%
worry about how successful they will be in the future. The results of sociological research
indicate that two thirds of representatives of the generation of "centinials" plan to engage
in entrepreneurship, moreover, they still learn to decide what to do, in what field they
want to work, how much they plan to earn, so try to learn the necessary skills and abilities
(Lisitsina M. (2018). Centenials are conscious, use the Internet more often and better than
adults use. They are always online, 86% of them check their phone every hour. They
prefer YouTube, 70% watch it from two or more hours each day. They are actively using
Facebook, with 71% giving it priority over other social networks.

The labor market is characterized by a quick change in the structure of the workforce
under the influence of information and communication technologies and the development
of machine intelligence, according to UNESCO research, "by 2020, the shortage of
specialists with higher education and qualified qualifications worldwide will be 40
million people, and shortage of workers with a lower level of education - about 95 million
people” (GEMR 2016). The Fletcher School at Tufts University, in partnership with
MasterCard HBR, analyzed 60 countries by their digital development index (its formation
is influenced by four drivers with more than 170 indicators) and identified the leaders:
Norway, Sweden, Switzerland, Denmark, Finland, Singapore, South Korea, the United
Kingdom, Hong Kong and the United States (The Digital Evolution Index 2017). But
taking in consideration the current pace of innovation and constant change, the current
status does not provide primacy in the future. Only openness to innovation and change
will help build capacity for further growth.

Modern education should be aimed at lifelong learning and formation of the appropriate
type of competences: skills, life settings and behavioral patterns that will meet the needs
of the labor market and sustainable and inclusive economic growth on the basis of a
cognitive and green economy with a pronounced revolution of generations. Dedication,
involvement, social orientation, multidisciplinarity and multicompetence will be
determined by the profile of a specialist in the near future 2020 - 2030 years.

According to the research data (Incheon Declaration Education 2030), by 2030 education
will become a key form of population activity, and lifelong learning through the influence

of the revolution of generations and individualization of education will become an urgent
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need. The massive demand for skilled workers is gradually changing to personified one
which results in the spread of project training and the model of an open university.
Copying the traditional lecture format varies to mentoring and coaching, allowing you to
build a personal, flexible learning trajectory and focus on your own priorities and
interpreneur skills. Entrepreneurship and creativity have become a limited resource of the
innovative economy, as traditional business processes: production, marketing, sales,
logistics can be automated. Strategic issues related to the marketing philosophy of
business development are difficult to automate, so the task of marketing education is to
teach how to change the world, to put forward ideas, to attract people and resources, to

overcome obstacles, to intensify relationships and to make dreams come true.

According to the results of the conducted survey, it was established that the main value
orientations for choosing the specialty are the potential abilities of realization of abilities
and compliance with interests, obtaining knowledge and ensuring a successful career
(28.16% have been identified as the most important ones) (Figure 5). At the same time,
securing a successful career for students was in the first place, an absolute majority of
respondents, namely 55.4%, determined this factor as the most important decision-
making factor. Thus, with the successful career and opportunities to realize their abilities,

young people associate the choice of specialty for study.

- & - For entrants =— For students

Figure 5. Average estimates of the importance of the factors of the specialty choice
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Analyzing the results of the assessment of the importance of the factors characterizing
the education at a higher education institution (Figure 6), it was established that for 76.8%
of the respondents, the most important were opportunities for internships abroad and for
66.7% - passing of practice which testifies to the attempts to acquire the practical skills
and experience to solve professional problems. The priority of internship abroad for
entrants also indicates a higher mobility of modern youth, their readiness to acquire
knowledge and experience abroad. There should be noted higher importance for entrants
characteristics of both educational products themselves and the learning process. For the
students who are already studying, the important factors that characterize the education
in the HEI are the professional level of teachers, the quality of teaching and the
organization of the learning process, only on 4 and 5 places for them were opportunities
for internships and internships respectively. Thus, the priority for the direct consumers of
educational products of qualitative parameters, which characterize the training in the HEI
was revealed.

Taking into account the revealed results for institutions of higher education, it is necessary
to strengthen the practical orientation of the educational process and to ensure the
improvement of the quality of education in accordance with the needs of educational
services users.

- @ -For entrants #— For students

Figure 6. Average estimates of factors characterizing studies in higher education
institutions
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The main motivators for choosing the HEI for most university entrants are job
opportunities, the quality of educational services, specialty offered (Figure 7). The
prestige of HEI, the cost of training, the qualifications of teachers, even the image and
reputation are secondary factors in the choice of modern entrants. The main motivators
for choosing higher education institutions for most students, unlike university entrants,
were the tuition fees, specialties offered at the institution, and employment opportunities.

Young people who already study or only plan to study in higher education institutions
understand the complexities and problems on the labor market, and before they begin to
study they are concerned about professional career. In connection with this, the task of
institutions of higher education is not only the provision of their first jobs, but also
preparation for independent entrepreneurial activity, as an alternative to employment in
enterprises and organizations. At the same time, propaganda of youth entrepreneurship,
its advantages and the opportunities that it provides for the self-realization of future
specialists plays an important role.

- @ - For entrants =— For students

Figure 7. Average estimates of the factors of the choice of institutions of higher
education

Modern higher education uses a competence-based approach that facilitated the
transformation of educational goals from broadcasting and transfer of knowledge to the
formation of a set of professional and general competencies. World Economic Forum in
2015 (World Economic Forum 2015) identified relevant and perspective (by 2020) key
competencies of specialists in the XXI century (Figure 8).

Table 1 contains the results of a survey of students and entrants about the importance of
skills in the 21st century. It was disclosed that Y generation prefers collective interaction
in solving complex problems (Rank skills Comprehensive solution to problems — 1 and
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Management of people — 5). Generation Z value individuality and creativity (Rank skills

creativity 3).

Table 1
Priority skills for entrants and students

Top-5 Skills XXI century Entrance Rank SKkills Student Rank SKkills

1. Comprehensive solution 14 1

to problems

2. Critical thinking 5 11

3. Creativity 3 4

4. Management of people 11 5

5. Coordination with others 12 8

10.
Cognitive
flexibility

9.Ability to
negotiate

8.Focusing
on providing
services to
others

7. Ability to
assess the

situation

and make
decisions

1.
Comprehen
sive
solution to
problems

6.
Emotional
intelligence

4.
Management
of people

Coordination
with others

Figure 8. XXI century skills by World Economic Forum 2015

The distinguishing feature in the rating presented in Figure 8 is that the primary task of
the specialist is to solve the problems in a comprehensive way, as well as in the growing
sense of critical thinking, creativity and emotional intelligence, that is, adaptive skills.
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The thematic indicator on digital literacy goes far beyond the ability to use ICT equipment
and mobile communications. However, according to UNESCO monitoring of education
in high-income countries, three out of ten adults are not able to attach a file to an e-mail
message. Even in these countries, programming skills are a minority (GEMR 2019).

Almost all of these competencies are relevant for entrepreneurial activity, the focus of
efforts of higher education institutions on their formation is their priority objective. As a
result of the research, it was found that, according to the assessments of applicants, the
most important competences of higher education specialists were the ability to study and
improve themselves, the ability to search and perceive new information, creativity,
creative approach, entrepreneurial ability, and ability to think critically (Figure 9).

Ability to use computer, Internet

Stress resistance, resistance to conflicts

Knowledge of a foreign language

Ability to work in a team

Leadership and Organizational Abilities

Creativity, creative approach

Activity and initiative, the ability to producenew
ideas

Sociability

The ability to think critically

Owning another related profession

Skills for solving professional problems

Practical professional skills

(U

Theoretical knowledge in the specialty

.‘_.C)
o
S

2,00 4.00 6,00
For students ¥ For entrants

Figure 9. Average evaluations of the importance of competencies

In their turn, students consider the following competencies to be a priority: problem-
solving skills, communication skills, activity and initiative, ability to produce new ideas,
creativity, creative approach, leadership skills and organizational skills. Both for entrants,
and students the importance of practical skills occupy the 6th place, and theoretical
knowledge in the specialty - only 17, analytical abilities - 16. Thus, the orientation of
young people for the acquisition of so-called soft competencies, which are especially
important for entrepreneurial activity, is traced.

[
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In their turn, students consider the following competencies to be a priority: problem-
solving skills, communication skills, activity and initiative, ability to produce new ideas,
creativity, creative approach, leadership skills and organizational skills. Both for entrants,
and students the importance of practical skills occupy the 6th place, and theoretical
knowledge in the specialty - only 17, analytical abilities - 16. Thus, the orientation of
young people for the acquisition of so-called soft competencies, which are especially
important for entrepreneurial activity, is traced.

According to the results of the survey, students evaluated the most the possibilities of
obtaining, while studying in institutions of higher education such competencies as
entrepreneurial ability, communicability, computer skills, Internet, gadgets; creativity,
creative approach; problem solving skills. Along with this, the lowest average grades are
characterized by the possibility of acquiring theoretical knowledge in the specialty,
possession of another related profession, activity and initiative, ability to produce new
ideas.

Analysis of the importance / ability to obtain professional competency for students
indicates the greatest discrepancy such as theoretical knowledge on the specialty,
practical skills, critical thinking skills, activity and initiative, ability to produce new ideas,
creativity, creative approach, leadership qualities and organizational skills, ability to work
in a team, the ability to search and perceive new information.

The revealed facts indicate that the main problem of institutes of higher education at this
stage is incompatibility of competences of specialists with higher education with modern
requirements, since higher education does not ensure relevance of knowledge and
professional skills. There is a significant lag in what is being taught, from new knowledge
that quickly emerges and is used in one or another professional field. Therefore, the
priority task of higher education institutions is to improve educational programs taking
into account the current needs, requirements and expectations of students regarding the
results of learning.

CONCLUSIONS

University formation of entrepreneurial competencies among youth based on factors of
external and internal environment of the educational process. In course of the research it
has been established reduction of all types of business entities in Ukraine, including
small-sized business entities. Though contribution of small business in volume of
products sold, formation of the GDP increased in 2010-2017. Precondition of further
economic development of the country is a need to activate entrepreneurial activity. Taking
into account economic activity of the youth, pursuance of self-employment, creative
potential, ability to generate ideas, speed of perception of everything new, stimulation of
youth entrepreneurship development is considered to be a priority.

Interferes with the formation of entrepreneurial skills among youth insufficient
integration of efforts made by the state, higher education, and business is observed. As a
result of this fact, there are discrepancies between what is studied in higher education

institutions, and what is required for successful careers in business.
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Impact of the digital revolution, generation change, and appearance of Z generation -
"centenials" requires from higher education institutions to use modern training forms:
Blend learning, Case study, Data mining, Challenge, Project-based learning, VR,
stimulators in the educational processes. Imperative of the time in the concept of long life
learning is micro-training and orientation to orientation and entrepreneurial competences.

According to results of enquiry of the sampling population of university entrants (Z
generation) and university students (Y generation) in Ukraine, shift of value orientation
accents in choosing the specialty for study has been found. It has been established ranking
of a specialty and a university for university entrants that ensure mobility and opportunity
to acquire practical skills required to solve professional problems in a form of internship,
including abroad. Differences in orienting points of university entrants and students were
detected. This fact proves dependence on value systems of the particular generation. For
modern university entrants identified as the transitional generation from Y to Z,
realization of their abilities and interests is becoming more and more essential. In
addition, individualism is shown in choosing a profession, social and emotional
motivation prevails over fashions and valuables. Requirements of university entrants to
good organization, quality, thoroughness of the educational process in the university is
increasing. Choosing a higher education institution future students focus their attention
on opportunities of employment by their specialty that ensures realization of the
entrepreneurial potential in course of their study.

Current conditions of entrepreneurial activity caused a need in forming key competences
of university-education professionals with prevalence of soft skills: comprehensive
solution to problems, critical thinking, creativity, management of people, coordination
with others, emotional intelligence, ability to assess the situation and make decisions,
focusing on providing services to others, ability to negotiate, cognitive flexibility.

According to results of enquiry of the university entrants and students significant
discrepancy has been established in importance of acquiring skills that influence
transformation of the educational service into desired successful carrier in the XXI
century. To correct the detected discrepancies it is required to channel efforts to formation
of five key competences: comprehensive solution to problems. critical thinking,
creativity, management of people, coordination with others.

The obtained results can be used by higher education institutions in the process of value
system formation that will facilitate successful experience of study and realization of its
results in entrepreneurial carrier and productive life.
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ABSTRACT

Purpose. This research purpose is key aspects identifying and the methodological tools
for quality assessment of the youth entrepreneurship strategic adaptation program in the
retail sphere substantiation.

Methodology. The authors use quantitative research empirical method, namely
questionnaires; methods of generalization and systematization, grouping, comparative
analysis, hierarchy analysis, integral and results interpretation were used for empirically
processing and analyzing of data.

Findings. In the course of the research, conclusions were made about the main problems
of forming strategic adaptation program of youth businesses operating in the field of retail
trade. It is determined that the main problems of youth entrepreneurship strategic
adaptation are related to the lack of financial opportunities to attract specialists in strategic
management and lack of experience in forming strategic adaptation program and its
quality assessment.

Originality. In the research work key parameters of the youth entrepreneurship in the
retail sphere strategic adaptation program are identified, strategic adaptation program for
LLC "Perspectiva" is developed and methodological tools for assessing the quality of its
formation and implementation are substantiated. The results of the study can be the basis
for increasing the level of adaptability of youth businesses to environmental conditions
and youth entrepreneurship economic efficiency overall level.

Keywords: youth entrepreneurship, adaptation, strategic adaptation program.
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INTRODUCTION

Trends in the development of the innovative knowledge economy and the new creative
class as its locomotive increase the importance and significance of entrepreneurial youth
activity, which plays the role of one of the main catalysts of this process. Youth
entrepreneurship is an element of increasing youth employment and creating new small
businesses and additional working places. The development of youth entrepreneurship is
one of the most important areas of economic policy. Youth support brings many dividends
to the local communities and to the society as a whole. Thanks to their own
entrepreneurial skills, creativity, innovation and active public position, youth can plan,
demand for participation and active participants in the process of the world transforming
into a fairer and more equal (The situation of youth in Ukraine, 2019).

According to the results of sociological research, 32.6% of the Ukrainian youth wants to
become an entrepreneur, but they are hindered by various circumstances (Youth of
Ukraine, 2018). They believe that they have the opportunity to succeed in life, and youth
entrepreneurship is an element of increasing employment among youth and creating new
small businesses and additional working places.

An important tool for the development of not only youth work, but also youth
entrepreneurship, youth employment in Ukraine, are the programs of the European Union
"Erasmus +" (Erasmus +, 2019) and "EU4 Youth" (EU4Youth, 2019), which make it
possible to obtain additional EU funding and support more diverse projects. Among the
system of measures aimed at the development of youth entrepreneurship, promotion of
employment, Ukraine is actively implementing: the creation of youth centers that provide
young entrepreneurs with consulting and methodological services; competitions for youth
business ideas and projects; creation and support of youth business incubators, exhibitions
for start-up entrepreneurs.

The importance of the development of youth entrepreneurship in the economic
development of Ukraine is due to the following: youth entrepreneurs interested in creating
a healthy, civilized economic environment based on healthy competition and the ability
to maximize their creative potential; by their activity young entrepreneurs create material
goods, represent a real, socially active force of society. It should be noted that such
success 1s achieved mainly due to their own efficient work of entrepreneurs, and not due
to the exceptionally advantageous market position or access to the country's resources.
Youth entrepreneurship is also interested in increasing consumer demand, increasing
incomes, increasing the volume of goods and services produced, and creating jobs.

At the same time, the success of modern youth entrepreneurship depends on the level of
adaptation of its activities to market conditions. To achieve strategic goals, young
entrepreneurs must adequately assess the internal adaptability of their business and
strategic actions aimed at creating and maintaining the necessary competitive advantage.
Therefore, the success of the adaptation potential of the youth enterprise is determined by
a clearly defined action plan, which is focused on achieving strategic goals and will meet
the criteria of reality of implementation, efficiency and reliability of the results.
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The purpose of this research is to identify key aspects and substantiate the methodological
tools for assessing the quality of the program of strategic adaptation of youth
entrepreneurship in the retail sphere.

The authors set the following tasks to achieve the objectives of the study:

e determination of parameters of quality assessment of the program of strategic
adaptation of youth entrepreneurship in the retail sphere on the basis of a survey
of youth entrepreneurs (questionnaire);

e development of methodological tools for assessing the quality of the program
of strategic adaptation of youth entrepreneurship in the retail sphere;

e practical approbation of methodical tools in the activity of the subject of youth
entrepreneurship in the retail sphere.

LITERATURE REVIEW

The theory of adaptive enterprise management is the subject of active scientific
discussions of researchers around the world, as evidenced by a large number of scientific
publications and monographs ("The practice of adapting enterprises to changing
environments" (Dorofeeva, 2012), "Adaptive models in decision making" (Kizim et al.,
2007); "Problems of adaptation of enterprises to environmental conditions" (Kuzkin,
2008), etc.

The formation of the theory of adaptation began in the 90s of the XX century, when the
dominant idea of the theory of management was "adaptation as a means of ensuring
sustainable operation." A prerequisite for the emergence of the theory of adaptive
management, as noted in the study (Petrenko, 2011) is the complexity, uncertainty and
mobility of the environment, which brings to the fore the problem of adaptation of
enterprises to such conditions. Scientific research is being actively conducted in the field
of organizing the interaction of business entities with the environment.

The study of the economic entities adaptation processes in various spheres of economic
activity is the result of active research (Bincharovskaya, 2018; Biloshkurskaya, 2010;
Duncan, 1972; Nelson et al., 2007; Kucherenko, 2010).

Emphasizing the importance of adaptation to ensure the viability and development of
economic entities, Akoff R. (Akoff et al., 2007) notes that adaptation is a reaction to
changing conditions that counteracts the actual or possible reduction in the system
efficiency. Changes can be internal or external. Adaptive response can be of two types.
The first type is passive adaptation, when the system changes its behavior in order to
increase the efficiency of its activities. The second is active adaptation, when the system
changes the environment so that its activities are effective; Onysko S. (Onysko, 2003)
offers an adaptive approach to management, which is correlated with the development
and implementation of the most effective strategies for reflecting the company's impact
and its network structures of environmental influences. The main measures of adaptive
management are: providing high maneuverability and flexibility of the goals of the
enterprise development strategy due to the processes of active and passive adaptation in
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enterprise management, optimization of the level of risk decision-making, maneuvering
resources; the model of adaptation processes diagnostics of enterprises’ functioning
mechanism is offered.

In the work (Krysko, 2009) the domestic enterprises macroenvironment analysis is carried
out and adaptation trends to market economy level increasing are offered: foreign
economic activity activization; transition to organizational management new forms;
formation of industrial and financial groups to increase resistance to the external
fluctuations; the work (Shevchenko, 2015) defines the essence and place of adaptation in
the system of economic concepts; Voronkova A. considers adaptation through the prism
of industrial enterprise competitiveness potential providing (Voronkova, 2000); in the
study Melnyk M. (Melnyk, 2016) adaptation is considered as means of enterprise’s
economic security providing; scientific researches of Galushko E. and Galushko S. are
devoted to substantiation of the organizational and economic mechanism of enterprise’s
adaptation (Galushko et al., 2012); Goncharova V. et al. offer methodological tools for
enterprise management in conditions of environmental instability (Goncharov et al.,
2006); in the work (Orlova, 2014) of enterprises’ adaptation strategic model to
environmental conditions is proposed; scientific research (Shemayeva, 2007) examines
the concept of interaction of the enterprise with the subjects of the external environment,
based on reflexive management; in the work (Zaitseva et al., 2017) mechanisms for
adapting enterprises in terms of socioeconomic changes and financial turbulence offer is
offered.

The study (Sokolova, 2006) proposes an approach to the formation of a strategic model
of enterprise adaptation on the base of its adaptability determining with two parameters
use — competitiveness and financial attractiveness. The developed recommendations in
the work (Sokolova, 2006) about assessing the effect of the implementation of adaptation
measures at the enterprise are based on three key factors: 1) the feasibility and cost-
effectiveness of adaptation measures; 2) proper staff motivation; 3) adaptation system
functioning quality assessment; Rozman A. and Denisenko I. argue that the mechanism
of managing the adaptability of the enterprise is a set of elements of the management
system (principles, methods, resources), which has purposeful effect on the factors on
which the activities effectiveness depends,

Stepanova Yu. (Stepanova, 2018) offers an approach to determining the enterprise
adaptation efficiency, the algorithm for its calculation and interpretation of its possible
quantitative values. Planned and actual results and effectiveness of adaptation are
described by scientists with the help of indices of the state of the enterprise. The
adaptation planned result is achieved under conditions of minimal inconsistency of the
current state of the enterprise according to the external environment. This is determined
by equating the desired values of indicators to the actual.

RESEARCH METHODOLOGY

Both general scientific (theoretical and empirical) and special methods of scientific
research were used in the research. Methods of analysis and generalization, deduction and
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induction were used in the developed questionnaire to determine the content and features
of the program of strategic adaptation of youth entrepreneurship in the retail sphere and
to determine the main parameters for assessing its quality.

The authors use methods of generalization and systematization, grouping - to determine
the elements adaptation programs; determination of directions of quality assessment of
the program of strategic adaptation of youth entrepreneurship in the retail sphere; method
of analysis of hierarchies — to assess the determinant parameters in terms of strategic
adaptation programs (purchase, delivery, storage and implementation); comprehensive
integrated assessment — to obtain a generalized assessment of the quality of the formation
of the program of strategic adaptation; quality assessments of the strategic adaptation
program according to the criteria of "reliability", "flexibility" and "effectiveness"; graphic
method — to establish the relationship between the parameters of quality assessment of
the program of strategic adaptation of youth entrepreneurship in the field of retail trade;

tabular — to illustrate empirical data.

The methodological tools developed by the authors to assess the quality of the strategic
program of adaptation of youth entrepreneurship in the retail sphere include the following
stages:

Stage 1. Determining the parameters of strategic adaptation program assessment of the
retail enterprise and the key areas: identification, integration, resource provision.

Step 2. The significance of the quality indices of the strategic adaptation program S (4Pt
Hi. Ri) j5 determined on the base of the ratio of the i-th determinant parameter {7, I, I}

to its reference value according to the following formulas (11-12):
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where S; ,S; , S; , S; , — quality coefficient of the strategic adaptation program

development on the base of the selected subgroups according to the certain determinant

parameters;
li , ll.d , li — determinant parameter significance {I”, I, I’} by the paired comparison
method;
I d m : : . :
Wo, W W the determinant parameter point assessment in the perspective of

1
purchase strategic program, delivery strategic program, storage strategic program, selling
strategic program is determined;
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I d

0 "0 ,w81 — the reference value of determinant parameter point assessment in the

perspective of purchase strategic program, delivery strategic program, storage strategic
program, selling strategic program is determined;

D; Z H; R —the determinant parameter weighted assessment in the perspective

of purchase strategic program, delivery strategic program, storage strategic program,
selling strategic program is determined;

D! ,Z! H; K R/ —the reference value of determinant parameter weighted assessment

in the perspective of purchase strategic program, delivery strategic program, storage
strategic program, selling strategic program is determined.

Stage 3. It provides determination of the generalized determinant parameter{/”, I, I} for
youth entrepreneurship adaptation strategic programs in the field of retail trade by
parameters: purchase, delivery, storage, selling by formulas (13-16):
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where Qi — group quality coefficient for each adaptation program according to certain
determinant parameters.

Stage 4. At the fourth stage the general integral quality coefficient of youth
entrepreneurship of strategic adaptation program formation in the field of retail trade is
calculated (I¥) by the formula:

F_d-
IF = 3FZ x FP X FE X FR a7
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Stage 5. Qualitative interpretation of the integral coefficient obtained value on the basis
of analytical grouping method according to Sturges (Sturges, 1926), and interval scaling
results are presented in table 1.

Table 1
The quality assessment scale of the retail enterprise strategic adaptation program
formation
Range of integral coefficients values change Integral linguistic rating
more than 0.75 High enough
from 0.63 to 0.74 High
from 0.49 to 0.62 Average
from 0.35 to 0.48 Low
from O to 0.34 Very low

Source: developed by the authors on the basis of their own calculations results

Stage 6. Assessment of the developed program implementation.

It is proposed to assess the implementation of the actual level of quality of the youth
entrepreneurship strategic adaptation program in the field of retail within each selected
program on the basis of generalized integrated indicator calculation which includes three
key indices, namely reliability, flexibility and performance indices. We believe that the
system of assessment indices of each strategic adaptation formed program, namely the
purchase program, delivery program, storage program, implementation program, should
objectively characterize all aspects of the management system of selected programs, and
provide an opportunity to draw conclusions about the complexity of management and
their effect on the forecast adaptation strategy management results.

The Reliability Index (RI) determines the adaptation managers’ ability to perform all
planned activities of the strategic adaptation program under the presence of allocated
resources and it is calculated by formula 18:
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where Q,, — number of activities which are planned in the strategic adaptation program

of the retail enterprise;

o ;\; — the implemented measures number of the strategic adaptation program, for which

the allocated resources were used in excess of the norm.
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Determining the performance index (Ig) of the strategic adaptation program is mandatory,
because it is possible to conclude on its calculation base the program's accuracy degree
in a given period of time under specific conditions; it is characterized by management
goals achieving or approaching level (formula 19):

; Ir—> 1 (19)

where be — the implemented measures number of the strategic adaptation program by the

youth entrepreneurship subject;
b —number of strategic adaptation program sections;
y — activities number in each section of the strategic adaptation program.

Flexibility index (Ig) determining provides an opportunity to make conclusions about the
timeliness and efficiency of the strategic adaptation program, as well as to determine the
level of business processes stability (formula 20):
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where Q;, —number of the strategic adaptation program measures, which were performed

with implementation deadline deviation.

RESULTS
Respondents' profile

935 questionnaires suitable for analysis are obtained, which indicates the
representativeness of the study for determining the main parameters of the strategic
program assessment. Among the respondents are young entrepreneurs engaged in retail
aged 20 to 35, of which 61% — women, 39% — men; 23% have completed secondary
education, 31% have profile secondary education, 46% have higher education; 64% of
respondents carry out business activities in cities, 36% of respondents carry out business
activities in rural areas.

Based on the above, the authors believe that the target audience has been reached, and the
respondents are a representative sample.
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Answering the question "The need to create a quality business adaptation program", 34%
of youth indicate that they are interested in creating a program of strategic adaptation of
their business to the environment, 27% think about creating a strategic adaptation
program, but are not confident in developing it, 23% are interested in assessing the level
of actual implementation of the developed adaptation program, 16% are not interested in
the question implementation of the program of strategic adaptation in the activity of the
retail enterprise.

Determining the parameters of youth businesses in the retail sphere strategic
adaptation program quality assessment.

According to the results of the survey of young entrepreneurs engaged in retail, a system
of parameters for strategic adaptation program assessment (Figure 1) was formed
according to the following criteria: identification (requirements for building a strategic
adaptation program for business processes), integration (future orientation taking into
account adaptation changes, which occur in the external environment) and resource
provision (availability of resources necessary for the implementation of the strategic
adaptation program).

M
1

Legend:
D . . .
I'1 — concretization of certain measure
. . D . .
,,,,,,,,, implementation term; [ > — coordination

SYNERGY
EFFECT

1 and  decisions-making  diversity; 1

between processes and responsible persons;
ID3 — providing the responsibility sharing
according to results; ID4 — providing
quantitative achievement of targets and

developed measures; ID5 — providing validity

_—
M

financial resources; L' — human resources;
M M

I 5 — commodity resources; 1 4 — logistics
resources;

M
1 — providing coordination between goals set and the current adaptation strategy; 1 > —
M

effectiveness ratio optimization of the strategic adaptation program and its riskiness; I 5 —
M

adaptive changes flexibility; 1 4 — adaptation program strategic aspect; I s — coordination

between operational and strategic measures.

Figure 1. Quality assessment parameters for the strategic adaptation program of youth
entrepreneurship in the retail trade field

Source: it is formed on the base of youth entrepreneurs, who are engaged in retail trade

activities, survey results



Youth entrepreneurship entity strategic adaptation program and its formation
quality assessment.

Developed methodological tools practical testing for strategic adaptation program quality
assessment is carried out on the example of youth entrepreneurship entity, which operates
in the retail sphere (LLC «Perspective»). Strategic adaptation program is presented in
table 2.

Table 2
Strategic adaptation program of LL.C «Perspective»
No. Activities Implemc?ntat1on Responsible
period Department
Section 1. Purchase program
1. | Study and forecasting of consumer October 2019 Marketing
demand department
2. | Market attractiveness research October 2019 cll\/larketmg
epartment
3. | Study of the competitive strength of October 2019 Strategic planning
the enterprise group
4. | Determining the need for goods November 2019 Commercial
department
5. | Analysis and generalization of data on
the s'tudy of consumer demand and ' November 2019 Marketing
requirements for the range and quality department
of goods
6. | Identification and study of sources of Commercial
. . November 2019
purchase, selection of suppliers department
7. | Planning the purchase of goods, Commercial
taking into account the requirements November 2019 director
of potential consumers to the quality
of goods
8. | Collection, processing and analysis of .
consumer calls about the behavior of November 2019 Marketing
L. . department
the product during its consumption
0. Reseqrch of the range of goods of December 2019 Support
suppliers department
10. | Study of the stability of the supplier in December 2019 Security
the market department
11. Ratlona!e and choice of method of December 2019 Support
purchasing goods department
12. | Selection of suppliers and preparation Support
of pre-contractual requirements for systematically department
them
13. | Drawing up orders and orders for the svstematicall Construction
supply of goods y Y department
14. | Clarification of the expanded range of Support
delivered goods January 2019 department
15. | Acceptance of goods and their Support
: constantly.
payment to suppliers department
16. | Control over the progress of constantl Support
wholesale purchase y department
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No. Activities Impleme;ntation Responsible

period Department

17. | Formation of current and future policy
of the enterprise in the field of March 2019 Marketing
assortment and quality of goods on department
the basis of researches.

Section 2. Delivery program

1. zégorclilsng a contract for the delivery of January 2019 Logistics service

2. | Determination of methods of January 2019 Logistics service
acceptance of goods by quality

3. | Optimization of batch supply of the January 2019 Support
product range department

4. Discussion of the exact time of
delivery of goods, depending on the .. )
currentypresince of tﬁ)e driveé; and the constantly Logistics service
number of orders received

5. | Use of an electronic map and
automated formation of a route taking constantly Logistics service
into account cargo parameters

6. Acceptance of goods on the invoice constantly Logistics service

7. | Evaluation of delivery efficiency and oy .

. C . constantly Logistics service
prevention of violations on time

8. | Logistics cost analysis February 2019 | Logistics service

2. Flnfln}g ways to reduce costs in the March 2019 Logistics service

ogistics chain

10. | Organization of an effective system of
warehousing of goods at the constantly Logistics service
enterprise

11. | Analysis of inventories of the Logistics service
enterprise using ABC and XYZ- constantly
analysis

12. | Development of invgntory October 2019 Logistics service
management strategies

13. | Updating the range to meet Catecor
unsatisfied demand and new customer June 2019 man f er};
requests and requirements &

14. | Study of the position of goods in Catecor
relation to competing counterparts in June 2019 man ag er};
different segments &

15. | Develop more advanced positioning Catecor
methods to gain a competitive June 2019 man ag er};
advantage in each of the segments &

16. | Analysis of the profitability of sales Catecor
of a particular product (product July 2019 gory
eroup) managers

17. | Regulation of the process of .
ma%aging the rang[:: and quality of July 2019 Cll\/[arketmg
goods at the enterprise epartment

18. | Development of a strategy for product Category
range and quality management managers

July 2019
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No. Activities Impleme;ntation Responsible
period Department
Section 3. Storage program
1. | The choice of forms and methods of Storage
storage taking into account the constantly
specifics of goods
2. | Introduction of modern methods of Commercial
constantly .
storage of goods Director
3. | Find ways to reduce storage costs March 2019 Commercial
Director
4. | Organization of an effective system of
warehousing of goods at the constantly Storage
enterprise
5. | Carrying out control over the
availability of stocks in the constantly Storage
warehouse, ie inventory
6. | Ensuring the selection of goods on Construction
constantly
customer orders department
7. | Complete set and packing of the constantl Construction
selected goods y department
Section 4. Selling program
1. | Development of sales forecasts b
segmenrt)s of the target market Y July 2019 Sales department
2. Development of sales strategy July 2019 Sales department
3. | Planning the volume and structure of Commercial
sales in the range and in general for August 2019 Director, Sales
the enterprise Department
4. | Development of plans for the volume Commercial
and structure of receipt of goods at the August 2019 Director, Sales
enterprise Department
5. | Evaluation of the effectiveness of May 2019 Marketing
sales promotion measures department
6. Analysi.s of alleged errors in sales May 2019 Marketing
promotion and advertising department
7. | Formation of a sales plan Commercial
August 2019 Director, Sales
Department
8. | Development of an action plan to Commercial
improve apc} expand the use of August 2019 Director, Sales
merchandising measures in the Department
enterprise
9. | Organization of effective Commercial
merchandising August 2019 Director, Sales
Department
10. Anglysis of the effectiveness of sales August 2019 Strategic planning
activities group

Source: compiled by the authors according to LLC “Perspektiva”

The generalized results of determining the level of quality of the formation of the strategic
adaptation program for LLC “Perspectiva” are presented in table 3.
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Table 3

The value of the integrated coefficient of level assessment formation of a strategic
program adaptation of LLC '"Perspectiva"

Components of the general adaptation program ID 1 IM | Oj
Z-purchase program 0.69 0.68 0.71 |0.70
D-delivery program 0.60 0.68 0.64 | 0.64
H-storage program 0.80 0.77 0.68 | 0.75
R-selling program 0.82 0.87 0.88 | 0.85
Integral quality factor of strategic adaptation program (IF) formation 0.73

Source: Authors' data (calculated according to Perspektiva LLC)

According to the results of the calculations, the following conclusions were made: the
quality of the strategic adaptation program formation for LLC "Perspectiva" is at a high
level (integrated coefficient of strategic adaptation program quality formation (I') makes
0.73). The analysis of the obtained results also shows that the quality of the development
of the purchase program (0.7) and storage (0.75) is at a high level; the problematic
parameters of the implementation of measures are the low provision of responsibility for
the results and the lack of agreement between the processes and those responsible. The
program implementation quality for all determinants is at high enough level, we can
conclude that this program that corresponds to the relevant key business process of the
enterprise is the driver of enterprise development and the basis for enterprise adaptation
strategy planning.

The results of the strategic adaptation developed program implementation assessment.

The calculation results of level assessment indices of actual implementation of the
developed and proposed strategic adaptation programs implementation for LLC
"Perspectiva" are shown in table 4.
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Table 4

Assessment of the level of actual implementation of the program of strategic
adaptation of LLC “Perspektiva” developed and proposed for implementation

Activities
Implemented
including

Components of the
general adaptation Plan
program Fact

In Ic Ir

measures of the strategic
adaptation program, for which

The number of measures of the
strategic adaptation program
implemented with deviation of the
implementation deadline (Q%)
the number of implemented
the allocated resources were usec
in excess of the norm (QN)

Z-purchase program 17 13 4 3 0.82 | 0.76 |0.76
D-delivery program 18 14 2 4 0.78 | 0.89 |0.78
H-storage program 7 6 5 2 0.71 | 0.29 |0.86
R-selling program 10 7 2 1 0.90 | 0.80 |0.70
In general, the
program of strategic | 52 | 40 13 10 0.80 | 0.68 |0.77
adaptation

Source: Authors' data (calculated according to LLC “Perspektiva”)

The assessment results of the actual implementation level of the strategic adaptation
program developed and proposed for implementation for LLC “Perspektiva” show that
out of 52 planned measures, 40 were implemented. The degree of implementation of the
strategic adaptation program is 77%. Considering the efficiency ratio within each
program it is seen that the lowest value of the efficiency ratio is set for the implementation
program, and the highest — 0.86 — for the storage program.

The obtained value of the reliability factor for the whole program of strategic adaptation
was 0.8, i.e. 40 measures were performed with more than normal consumption of
resources by only 25%, which indicates a high value of the reliability of the formed
program.

The table 3 data show that out of 40 implemented measures of the strategic adaptation
program, 32.5% were implemented in violation of the established deadline. The flexibility
ratio for the entire program was 0.68. The highest value of the flexibility factor was set
during delivery program implementation (0.89), and the lowest — during storage program
implementation (0.29).
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Thus, we can draw a generalized conclusion that the strategic adaptation formed program
is effective, reliable, flexible, and its components fully meet the strategic development
goals of LL.C "Perspectiva".

CONCLUSIONS

The authors made the following conclusions for the research work objectives
implementation.

1.  Entrepreneurs who are representatives of the youth entrepreneurship in the retail

sphere believe that the presence of strategic adaptation program helps to increase
of the enterprise’s economic efficiency level and provides maximum effect from
the existing system of adaptation capacity management with minimal losses.

The main dominant of the successful adaptation of youth entrepreneurship in the
retail sphere is the presence of strategic adaptation program, which contains a list
of adaptation measures for the following components: Z-purchase program; D-
delivery program; H-storage program; R-selling program.

The main parameters of assessing the quality of the strategic adaptation program of
youth entrepreneurship in the retail sphere are the following: specification of the
deadline for the implementation of particular measure; the presence of agreement
between the processes and those responsible; providing the sharing of responsibility
for the results; providing the quantitative achievement of the established targets and
developed measures; ensuring validity, multivariate decision-making; financial
resources; human resources; commodity resources; logistics resources; providing
consistency between the set goals and the current adaptation strategy; optimization
of the ratio of the effectiveness of the implementation of the strategic adaptation
program and its riskiness; flexibility to adaptive changes; the presence of a strategic
aspect of the adaptation program;

The proposed methodological tools for assessing the quality of the program of
strategic adaptation of enterprise in the retail sphere, which is based on determining
the performance index of the strategic adaptation program and allows to
comprehensively identify the "narrow places" in the program of adaptation of
subject of youth entrepreneurship LLC “Perspectiva” by the key business processes
(purchase, delivery, storage, selling) according to the parameters (identification,
integration, resource supply) and determine the priorities of the retail enterprise
development with taking into account the real possibilities. It requires the methods
development for identifying and assessing the adaptive capabilities of youth
entrepreneurship in the retail sphere, which will be the result of further research in
this area.
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