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ENTREPRENEURSHIP IN UKRAINE: CURRENT STATE AND
DEVELOPMENT PROSPECTS
M. Arych, PhD in Economics
National University of FFood Technologies

Within a market environment, economic development is expected to fulfill a
critically important function, namely the creation and maintenance of appropriate
conditions to ensure the effectiveness of the state’s economic strategy. Under such
circumstances, the national economy 1s afforded the opportunity to secure a significant
position at the global level. Accordingly, the support and protection of a sound
competitive environment for the expansion of innovative entrepreneurial activity among
Ukrainian businesses becomes one of the most decisive priorities of economic policy
[1-2].

At the same time, the concept of «entrepreneurship» is inherently multifaceted. It
intersects with economic, legal, political, historical, and psychological dimensions.
Entrepreneurship has evolved over an extended period, transforming under the influence
of both foundational and institutional structures, as well as human behavior and
psychology [3].

Thus, at present, enterprises in Ukraine encounter a range of financial challenges
in their operations, including [3-4]:

1) the attraction of additional equity capital is possible primarily through external
investors, which consequently reduces the founder’s control over the firm;

2) potential investors perceive small enterprises as high-risk entities and therefore
expect higher returns as compensation for their investments;

3) financing through retained earnings requires an adequate level of annual profit;

4) access to bank loans is generally contingent upon the provision of substantial
collateral, typically associated with larger firms;

5) banks impose higher service fees and interest rates on smaller enterprises;

6) financial institutions are less inclined to support small firms during periods of
economic downturn.

In this regard, addressing the aforementioned challenges in the development of
entrepreneurship in Ukraine necessitates a more active role of the state in accelerating
the formation of the small business sector. The methods employed by the state to
regulate and stimulate the development of small enterprises can be broadly classified
into administrative and economic instruments. In contrast to administrative measures,
economic instruments are more flexible and rely on market-based levers. What unites
these approaches is their common objective: to enhance the financial capacity of
enterprises and to stimulate their activity [4-5].

Taking into account the inherently contradictory nature of small business activity
— characterized by both advantages and limitations — the key directions for mitigating
negative phenomena in the functioning of small enterprises may be outlined as follows
[6-7]:

1) the development of comprehensive measures and instruments of state support
at all levels and across all areas;
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2) international assistance in scientific and technological activities (through co-
financing of projects, provision of grants, advisory support, and capacity building);

3) the promotion of public—private partnerships (through the activities of unions,
associations, and civil society organizations);

4)professional training, retraining, and effective personnel management
(including the development of sound managerial decisions, effective incentives, and
motivation systems), taking into account the socio-psychological specificities of labor
relations.

In conclusion, entrepreneurship plays a pivotal role in ensuring sustainable
economic growth, fostering innovation, and strengthening the competitiveness of the
national economy. However, in Ukraine, business entities — particularly small
enterprises — face significant financial, regulatory, and institutional challenges that
constrain their development.
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