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Abstract. The article reveals the essence of social entrepreneurship,
describes the main stages of its development in Ukraine. The activity of
social enterprises is beneficial for the macroeconomic development of each
country, as this activity makes it possible to reduce part of government
spending on solving the problems of socially disadvantaged people, their
employment and social adaptation. Since the beginning of the COVID-19
pandemic, social entrepreneurship has found itself in conditions of
complete legal uncertainty. The crisis economic situation has created many
challenges in the context of the sustainability of social enterprises, forced
to reconsider existing business models, and in some cases to cease
operations. The process of popularization of social entrepreneurship can be
accelerated by conducting an active social and economic policy,
considering its formation as an important independent direction of the
policy of social and economic reforms. It is the increase in the activity of
citizens through the creation of social enterprises, their cooperation with
the authorities that will allow Ukraine to begin solving such an extremely
important problem as building a welfare state and civil society.

1 Introduction

Social entrepreneurship is an important and effective tool for solving social problems, both
for civil society and for small and medium-sized businesses in our country. The growing
urgency of this theme for Ukraine is due, firstly, to the reaction of society to social,
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economic and political challenges associated with Russian military aggression against
Ukraine, and secondly — to the process of reforming the country as a whole.

In order to support the sustainable development of social entrepreneurship, which will
contribute to the democratization and stabilization of Ukraine, consolidated support from
international donors and systematic support for the development of this area by the
Ukrainian state is needed. It is worth noting that social entrepreneurship is a relatively
young business tool in Ukraine, which through innovative concepts responds to social
challenges, creates additional social value and, at the same time, generates income for its
further development. One of the main rewards for a social entrepreneur is the recognition of
his mission and work results.

Thus, the functioning and development of social entrepreneurship, as one of the tools
for solving social problems, in this aspect is relevant. The development of social
entrepreneurship in Ukraine is made possible by strengthening the role of economically
active participants in the national market in supporting socially vulnerable categories of
citizens and addressing socially significant issues. However, the spread of social enterprises
in Ukraine is blocked by the lack of legislation that would regulate the activities of social
enterprises and the uncertainty of key concepts and criteria for identifying such enterprises.

2 Methods

The purpose of the article is to clarify the essence of the concept of social entrepreneurship,
study the prospects for its development in Ukraine, given the impact of the COVID-19
pandemic. To solve this goal, theoretical methods of scientific research were used:
analytical - to collect, summarize and process scientific information on the state of
development of social entrepreneurship in Ukraine; economic-mathematical, statistical - in
order to comparatively assess the trends of social entrepreneurship in Ukraine; graphic - for
visual interpretation of theoretical positions, the received results of research; generalization
- to formulate conclusions based on research results.

3 Results and discussion

Social entrepreneurship emerged as a response to chronic social problems: unemployment,
poverty, community disunity, and so on. Social enterprises are designed to meet the needs
of community members that the public sector cannot meet and the private sector ignores.
This is a niche for the activities of social enterprises.

The local communities benefit mostly from the development of social entrepreneurship,
because social entrepreneurship helps to: provide public services in a new way and meet
the needs of the community; create working places; to enrich the professional experience of
people working in social enterprises for further employment in modern market conditions;
to develop communities, involving socially vulnerable and marginalized groups in public
life, providing their members with jobs; to expand the activity of citizens who can solve
their own problems and take responsibility for their lives; increase attention to socially
disadvantaged groups, not so much by providing them with charitable assistance, but by
providing them with useful socially significant work; to revive rural and urban areas and
improve their social infrastructure, etc. [1, 2, 3, 4].

As a phenomenon, social entrepreneurship began to develop in Europe and the United
States in the mid-1980s. According to an analytical study [5], the term "social enterprise"”
was first used in Ukraine only in the late 1990s. In 1999, the global partnership
organization Counterpart International, Inc. introduced its use for NGOs through a training
and grant program that lasted until 2002.
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Ukrainian researchers [6,7] note that the term "social entreprencurship" came into full
circulation in Ukraine only in 2004, when the implementation of the project "Public Action
Network in Ukraine", implemented by the Institute for Sustainable Communities funded by
the United States Agency for International Development. in 2004-2008. However, V.
Nazaruk [7] in his research notes that in the early twentieth century, Metropolitan Andrei
Sheptytsky actively implemented the principles of social entrepreneurship and cooperation
in doing business in Western Ukraine.

A. Kornetsky and B. Androschuk [6] identify three main stages in the development of
social entrepreneurship in Ukraine.

The first is called the period 1991-2010, when international donors, in particular the
United States Agency for International Development, began to finance the development of
social entrepreneurship in Ukraine. In 1991, the Law of Ukraine "On the Fundamentals of
Social Protection of Persons with Disabilities in Ukraine" was adopted. It is still in force
and provides benefits for doing business for people with disabilities, in particular,
determines the financing of their business initiatives from a special state fund.

The second stage defines the period 2010-2016, which was characterized by the merger
of partner organizations into consortia to launch educational and financial programs for
social entrepreneurship. In 2010, the Consortium for the Promotion of Social
Entrepreneurship in Ukraine was established, supported by a series of trainings for trainers,
three resource centers were opened (in Kyiv, Donetsk and Lviv) and the first lending
program for social enterprises was launched. During this period, the publication of
educational materials on social entrepreneurship began.

In 2012, the All-Ukrainian Resource Center for Social Entrepreneurship Development
"Social Initiatives" was established. In 2013, the first information web portal for social
entrepreneurs was created - socialbusiness.in.ua. It still works today. V. Nazaruk [7]
emphasizes that 2013 became a landmark for the development of social entrepreneurship in
Ukraine, because this year the first "Catalog of Social Enterprises of Ukraine 2013" was
compiled, the "First All-Ukrainian Forum of Social Entrepreneurs” was held, and the first
attempt to legislate social entrepreneurship took place.

It is believed that the third stage of development of social entrepreneurship began in
2016 and continues to this day. Significant assistance in the development of social
entrepreneurship in Ukraine during this period is provided by the European Union (EU) and
some EU member states. For example, thanks to the financial support of the Federal
Ministry for Economic Cooperation and Development of Germany, the NGO ChildFund
Deutschland e.V. in partnership with the Eastern Europe Foundation in 2016 launched the
implementation of the program "Promoting the development of intersectoral partnership to
protect the interests of children: the involvement of IDPs in active processes". Its goal was
to develop social entrepreneurship in the eastern and southern regions of Ukraine in order
to improve the social and economic situation of vulnerable groups by combining the efforts
of business, government and the local community.

Social entrepreneurs are often called innovators because they try to solve "old" social
problems with "new" entrepreneurial approaches. This is primarily due to the fact that
traditional business has occupied the most interesting, in terms of profitability, niches, and
the peculiarity of social groups that find themselves in difficult life circumstances. In fact, it
is sometimes necessary to "combine the incompatible" to obtain commercial and social /
environmental effects. For example, Ashoka (www.ashoka.org) seeks out and supports
social entrepreneurs around the world who offer non-standard solutions to social problems.

Most researchers link social entrepreneurship with innovations and even call social
entrepreneurship innovation in the social sphere, at least in countries where social
entrepreneurship is just beginning to develop. Prerequisites for innovation in the social
sphere of Ukraine are:
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1. Availability of resources, that are not interesting to traditional business;

2. Increasing the number of public organizations and their "global mobilization";

3. Availability of sources, where you can learn innovation.

At the present stage, the activities of social enterprises extend to various components of
social life, however, most attention is focused on the employment of vulnerable groups,
because it allows such people to realize themselves, supporting the country's economy. This
trend is the most objective and justified, because with the intensive development of social
enterprises, such an approach will not only reduce unemployment in the country, but also
reduce the total amount of unemployment benefits and, consequently, - will increase budget
revenues. Therefore, the state will allow citizens to provide for themselves and take a step
towards stable economic development and social security [3].

Note that the activities of social enterprises are beneficial for the macroeconomic
development of each country, as these activities make it possible to reduce part of
government spending on solving the problems of socially disadvantaged people, their
employment and social adaptation. Social entreprencurship has the following components:
a social problem that has existed in society for a long time due to the limited access of a
certain target group to financial and political resources to solve it; development and
implementation of a mechanism for innovative solution to a problem that violates a stable
but unfair balance; creating a new, sustainable balance that frees up resources for the
mentioned target group and provides a better future not only for these people, but also for
society as a whole [8, 9].

The COVID-19 pandemic has become a significant test for each country in terms of the
ability of its state apparatus to cope with the challenges it poses to both the health care
system and the economic sector. Ukraine, like other EU countries, in order to prevent the
spread of coronavirus infection, decided to impose strict quarantine in early spring 2020.

The introduced measures included a ban on visiting educational institutions, as well as a
ban on all mass events with the participation of more than 200 people, except for the
measures necessary to ensure the work of public authorities and local governments, in
particular, prohibited: holding all mass (cultural, entertainment, sports, social, religious,
advertising and other) events with the participation of more than 10 people, except for the
measures necessary to ensure the work of public authorities and local governments; work of
business entities, which provides for the reception of visitors, in particular catering
establishments (restaurants, cafes), shopping and entertainment centers, other entertainment
establishments, fitness centers, cultural institutions, trade and consumer services, except for
retail trade food, fuel, hygiene products, medicines and medical devices, means of
communication, carrying out banking and insurance activities, as well as trade and catering
activities with the use of targeted delivery of orders, provided that the relevant personnel
are provided with personal protective equipment; regular and irregular transportation of
passengers by road in suburban, long-distance intra-regional and inter-regional
communication (except for transportation by cars), etc. [10, 11].

Under such conditions, Ukrainian social enterprises, whose activities mostly fall under
the above-mentioned first and second categories of prohibitions, found themselves in a
critical situation.

Such uncertainty about the actual duration of the bans had a negative impact on the
resilience of all social enterprises, even those with a fairly efficient and flexible business
model, as a three-week quarantine was first announced and later extended in several stages.
It should be noted that the need to revise the business model has become one of the main
tasks that most social entreprencurs needed to solve in the first months after the
introduction of quarantine restrictions. Even relatively large companies that had more than
2 years of experience were forced to review and optimize their production processes.
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It is worth noting that for the most part, social enterprises in Ukraine operate as micro or
small businesses with a staff of up to 5 people (Fig. 1). Enterprises of this scale can more
quickly transform and optimize their production processes, as well as adapt to new changes.
Therefore, in the conditions of effective management, most of them managed to reorganize
their activities by the beginning of summer 2020.

13,70% 13,70%

Othe self-employed person BEup to 5 employees Bfrom 5 to 9 employees

Efrom 10 to 19 employees Bmore than 20 employees

Fig. 1. Distribution of social enterprises by number of employees.

Due to the fact that quarantine restrictions in Ukraine were not lifted, but constantly
underwent certain transformations, all social enterprises were forced to adapt their work
schedule to the new conditions, some of them transferred employees to part-time work and
introduced remote mode. The survey [9] shows that mostly social enterprise teams
remained stable, despite the risk of potential layoffs.

This may be the result of uniting the employees of these enterprises, first of all, with
common values and beliefs, and not for commercial purposes. However, it should be noted
that the fact of declining purchasing power of customers in the market, as well as changes
in their consumer behavior and priorities in deciding to purchase certain goods showed
during the survey 62.8% of respondents (Fig. 2)

5.90% 3,90%

OSignificantly reduced  BSlightly reduced BNo significant changes
A1t has grown a bit HS8ignificantly grown

Fig. 2. Distribution of social enterprises by number of clients [9].

Note that the most significant effects of the crisis caused by the COVID-19 pandemic
on the activities of social enterprises should be called (Fig. 3):

Given the specifics of social enterprises, the loss of previous suppliers of raw materials
or sales channels affects their activities much more than the activities of classical
(commercial) enterprises. In most cases, the work of social enterprises with contractors is
based on special individual contractual terms, which take into account the special nature of
their activities and provide certain benefits (for example, lower purchase price, lower cost
of logistics services, additional services, etc.).
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Fig. 3. Consequences of the impact of the crisis caused by COVID-19 on the activities of social
enterprises.

It should be noted, that the introduction of bans on business activities by the state did
not provide for compensation for losses incurred by entrepreneurs. And support for social
entrepreneurship at the state level in Ukraine is provided exclusively within the framework
of supporting small and medium-sized businesses [9, 12-14].

Despite the fact that the history of social entrepreneurship in Ukraine had only a few
decades, it has already proven itself as an effective tool for solving various social problems,
as evidenced by the growing interest in this phenomenon from both practical and theoretical
points of view in Ukraine during last years.

However, despite numerous success stories, the activities of social entrepreneurs in our
country still remain unregulated. The latter presupposes both the lack of a legislative
definition of the term “social enterprise” and its derivatives, the criteria for granting this
status to a certain enterprise, and the state policy on the development and support of social
entrepreneurship. As a result, existing social entrepreneurs and people who wish to acquire
this status become dependent on international donor support and are at risk of abuse and
manipulation. As a result, it creates instability and insecurity in this sector of the economy
[15-17].

The creation and development of social entrepreneurship is often associated with the
perceived need to solve social problems and respond to the challenges facing the
community or society as a whole and which for various reasons can not yet be solved by the
state. Thus, most of the created social enterprises arose in response to the need to create
jobs for internally displaced persons and ATO participants, provide social services to
categories of people who remain out of the state's attention, develop new areas that will
promote interaction between public and public sectors (IT solutions).

The lack of strong teams in social enterprises also affects the activities of social
entrepreneurship. Note that in the context of globalization there is a rapid intensification of
international mobility of the population of Ukraine, so it is important to take into account
the fact that Ukrainian migrants are desirable workers in many countries, where despite
economic difficulties trying to keep them [13, 14, 18-20].

We emphasize that the provision of social services in Ukraine is needed by different
categories of citizens. Their social needs determine the need for the existence of social
enterprises; determine their social mission, as well as the potential market [21-24]. It should
be noted that consumers of goods, services of social entrepreneurship are other categories
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of citizens, as such enterprises can produce not only narrowly oriented products or provide
specialized services, social enterprises can operate in many areas (for example, agro-
industrial cooperatives to reduce unemployment in rural areas, etc.)

4 Conclusions

The development of social entrepreneurship in Ukraine is a long process, the scale and pace
of which cannot be predicted, which is explained by the decentralized nature of these
processes. Significant negative impact on the spread of social entrepreneurship in Ukraine
is caused by the lack of regulatory framework that would regulate the activities of social
enterprises, as well as a small amount of information in the media about the activities of
many enthusiastic entrepreneurs.

According to the law, in most European countries, public authorities (especially at the
local level) can grant privileges to social enterprises to support their social mission.

The process of popularization of social entrepreneurship can be accelerated by
conducting an active social and economic policy, considering the formation of yoga as an
important independent direction of the policy of social and economic reforms.

It is the increase in the activity of citizens through the creation of social enterprises,
their cooperation with the authorities will allow Ukraine to begin solving such an extremely
important problem as building a welfare state and civil society, which is the prospect of
further research.
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