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PART 1
THEORETICAL ASPECTS OF THE ECONOMY
AND BUSINESS

SECTION 1
BUSINESS AS A BASIS FOR ECONOMIC DEVELOPMENT

1.1 Development of economic thinking as a basis for growth in
entrepreneurial activity among the population

1.2 Entrepreneurship and entrepreneur: essence and types

1.3 Deciding to undertake entrepreneurial activities and
developing a business idea

1.4 Establishing an individual enterprise

1.1 Development of economic thinking as a basis for growth
in entrepreneurial activity among the population

Economic thinking is a subjective phenomenon directly related
to the economic life of society being an organic part of it.

On the one hand, economic thinking is the process of
reproducing economic relations, with all relevant economic laws, by
human mind in a certain logical sequence. On the other hand, it is a
process of people’s comprehending and rethinking, assimilating
economic knowledge accumulated by society.

Economic consciousness can be considered as a consequence of
reproducing economic conditions by economic entities in the form of
economic ideas, views, theories, or concepts which determine social
stratification and express the attitude to economic activity in a
particular historical period.

Economic thinking is determined by various social factors, first
of all, the economic one. It is formed under the direct influence of a
number of elements of the economic structure of society.

Degree of maturity of economic thinking depends on the existing
system of economic laws with the corresponding mechanism of action
and application. It is the system of economic laws, with their objective
character and subjective mechanism of manifestation, as well as their
cognition and conscious use in managing SOCi0-economic Processes
that act as an underlying basis determining economic thinking. The
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more complete the knowledge about economic laws, their complex
contradictory interaction and interrelation is, the more mature
economic thinking is.

Economic thinking, as economic cognition of economic life, is
formed in two ways.

On the one hand, it should be analyzed at the level of formation
of economic consciousness theoretically, i.e., through assimilating,
justifying the laws and categories of economic theory, concepts of the
whole set of economic disciplines using different forms of
dissemination of economic information (the mass media, various
educational programs). On the other hand — at the level of everyday
consciousness, i.e., forming the economic structure empirically, based
on the practice of economic life.

Economic behavior is a purposeful activity which is determined
by objective processes, economic interests, economic thinking and
aimed at meeting material needs. Economic behavior of people is an
important economic factor influencing their livelihoods.

It is not only an economic but a historical category filled with
qualitatively new content in every socio-economic formation and
transformed in the future spiritual formation of economic behavior. As
any economic category it has two forms:

1) material form — working time, cost of direct and past work, its
product;

2) socio-economic form — social relations arising among subjects
in the process of their economic behavior.

1.2 Entrepreneurship and entrepreneur: essence and types

Entrepreneurship is an independent, initiative, systematic, at the
sole risk economic activity carried out by economic entities
(entrepreneurs) in order to achieve economic and social results and
profit.

Entrepreneur as a subject of economic activity can be considered
in terms of three aspects:

1) economic (performance of economic functions);

2) managerial (implementation of certain tasks);

3) psychological (manifestation of personality traits).



Therefore, an entrepreneur is an individual who performs a
special economic function through implementation of certain tasks.

An entrepreneur as an economic agent creates economic effects,
which imply:

1) combining economic factors;

2) ensuring effectiveness of market relations;

3) perceiving risk;

4) maximizing investment income;

5) processing market information.

An entrepreneur as a manager takes on certain tasks, namely,
those related to:

1) management and ownership of an organization;

2) establishment of a new organization;

3) attraction of innovations to the market;

4) search for market opportunities;

5) application of expertise;

6) provision of leadership and performance of manager
functions.

An entrepreneur as a person has the following features:

1) outstanding abilities;

2) low social adaptability;

3) unique personality traits;

4) ability to socially progressive development;

5) cognitive capabilities.

Thus, an entrepreneur is a person who combines production
factors in an innovative way (usually in the form of a new business) to
create economic value.

The fundamental background for the existence of
entrepreneurship is the presence of a factor of uncertainty, since, if
everything is known, there is no need for entrepreneurs. Every person
at a certain stage of their life face a choice: to become an entrepreneur
or an ordinary worker, and this choice may change over time, as it
depends on the utility of each option. There is a general rule:
entrepreneurial activity can bring more profit compared to that of a
regular employee in an enterprise, but it is more risky. The choice is
also conditioned by differences among people in terms of their
entrepreneurial talent and attitude to risk.



Extensive studies in the field of entrepreneurship have resulted
in developing a wide range of its modern typologies and
classifications.

All entrepreneurs can be divided into four types depending on
high or Ilow level of perception of innovation and risk.
Correspondingly, a perfect entrepreneur is one who provides a high
degree of innovation and accepts high risks.

Depending on the stage of business development, the following
main types of entrepreneurs can be singled out:

- seed-stage entrepreneur, who deals with the creation of a new
business (before the startup is officially registered);

- startup-stage entrepreneur, who has recently officially started
carrying out entrepreneurial activity but has no experience in this
field;

- growth-stage entrepreneur, who has been involved in repetitive
entrepreneurial activity and, thus, gained experience.

Entrepreneurial activity can be carried out both in the public and
private sectors of the economy.

Accordingly, there is a distinction between public and private
entrepreneurship. Each of these forms has distinctive features, but the
basic principles of their operation mainly coincide. In both cases, the
implementation of such activity involves initiative, responsibility,
innovative approach and desire to maximize profits.

Public entrepreneurship is a form of business where the
functions of making strategic decisions regarding the goals of
entrepreneurial activity and exercising control over it are performed
by the state.

Private entrepreneurship is a form of business based on private
ownership and carried out by private individuals for their own benefit.

It is also possible to single out the following types of
entrepreneurial activity: production, scientific, financial, insurance,
and commercial one.

Industrial entrepreneurship is a form of business aimed at
manufacturing various products, performing works, and providing
services to consumers. This type of entrepreneurship can be
considered as the main one, since it directly depends on the level of
economic development and welfare of the population of a country.



Scientific entrepreneurship is a preproduction stage and is
realized in the activity of venture (risky) enterprises.

Venture (risky) enterprises are working to implement a new idea
or product and are specialized in conducting research and
development. Such enterprises neither return the funds injected in
them by an investor nor pay interest on them. However, the investor
receives rights to all patented and unpatented know-how, innovations
and the founder’s profit from activities of risky enterprises in the
event of their success. The average return on venture capital in
developed countries is about twice the average income of industrial
enterprises.

Venture enterprises are established by large companies, banks,
insurance companies, which use the entrepreneurial talent of small
businessmen, their energy, and creative initiative, and partially shift
the risk of innovation to them as well.

Commercial entrepreneurship involves purchasing and selling
goods and services. First of all, such activity is characteristic for trade
organizations and various intermediaries.

Financial entrepreneurship is the activity of buying and selling
money, currency, and securities. It is carried out by commercial banks,
stock exchanges, investment funds, etc.

Insurance business is an activity related to risk and indemnity
insurance. It is carried out by insurance companies and other
organizations.

Entrepreneurs-insurers perfectly understand that insurance
premium paid by the insured must exceed the amount spent by the
insurer as compensation. Otherwise, the entrepreneur will not receive
any profit. Insurance business is based on the general expectation that
the probability of accidents, injuries, fires, accidents, thefts is
relatively small. Thus, in most cases, there are no grounds for the
insured to receive compensation. The money paid by them goes to the
entrepreneur completely and does not return. This money is used as
insurance reimbursement of aggrieved persons and a source of income
of the entrepreneur. Moreover, insurance companies make every effort
to minimize the amount to be paid in compensation for the damage
suffered by their policyholders.
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In addition, in all developed countries there is an independent
type of business called advisory (consulting). It covers information,
advisory, and marketing services.

The most common organizational types of entrepreneurship
today are:

- a startup — a temporary organization created to search for a
repeatable, scalable, and stable business model,

- corporate venturing — activities of a large company associated
with investing in small businesses in exchange for a portion of their
income;

- purchasing shares of an enterprise by its own management,
other enterprise, or a private person;

- franchising — a type of business where one party (franchisor)
provides, for remuneration and within a certain period or without any
time limit, to the other party (franchisee) the right to use its know-
how, organization of work, technology, name, trademark, etc. in the
entrepreneurial activity of selling either its own goods/services or
those produced by the franchisor;

- inheritance — all or part of the property/assets of a person given
to an heir upon the person’s death.

1.3 Deciding to undertake entrepreneurial activities and
developing a business idea

Before setting up a business, an entrepreneur should carry out a
significant preparatory work, in particular, analytical. First of all, it is
advisable to clearly define its purpose and goals pursued. The
awareness of this will motivate, discipline, and guide them in the right
direction, contributing to successful functioning of the enterprise.

Any business should be based on a business idea. Thus, making
an appropriate business plan is of utmost importance. At this stage,
the circle of potential business partners should be outlined and the
form of ownership of the enterprise determined.

Let’s consider the reasons for undertaking entrepreneurial
activities, the goals people pursue when setting a business of their
own, and what they expect from it.

The most common reasons for making the decision on
undertaking entrepreneurial activities are:
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« dissatisfaction with the current work (employer); insufficient
salary level; desire to achieve something more than just getting a fixed
salary for an 8-hour working day;

« failure to find a job and, consequently, lack of livelihoods. This
Is strong motivation, especially if, for example, there is the need to
keep a large family or to pay off a mortgage;

« a person has a good business idea and understands that it is the
time to implement it;

« striving for independence, freedom.

However, it is worth noting that running a business is not only
freedom and pleasure, and, in this respect, the following points should
be considered:

e carrying out entrepreneurial activities more often involves
problems, expenditures, and only then implies receiving income,
freedom, independence, and other pleasant things. It is necessary to
work diligently, paying almost all attention to the business, since at
the initial stage it is extremely unstable and exposed to bankruptcy;

* an entrepreneur is always short of money, no matter how much
they earn. With the work of a hired employee, the situation is more
predictable. A hired worker receives a salary and, mostly, they get
used to live on the amount the employer pays to them) while a
business requires continuous improvement and expansion as well as
continuous injection of funds;

» success of entrepreneurial activities depends only on
entrepreneurs themselves. In case of a failure, they are the only people
to blame. Therefore, it is necessary to work hard and do everything
possible for the business to be successful.

The basis for setting a business is an entrepreneurial idea
(business idea).

An entrepreneurial idea (business idea) is a certain holistic
knowledge about the expediency and possibility of carrying out a
particular type of entrepreneurial activity as well as a clear
understanding of the purpose of such activity, ways and means of its
carrying out.

A specific manifestation of an entrepreneurial idea is an idea of
creating a new product or service.

12



Understanding the idea of entrepreneurial activity means to be
familiar with a particular type of such activity, ways of creating an
enterprise, etc.

Before starting up, a potential entrepreneur should consider the
following aspects:

1) minimum amount of financial resources to create an
enterprise;

2) ways to receive the expected result as soon as possible;

3) insignificant risks in the establishment and operation of the
enterprise;

4) the most favorable conditions of material and technical
supply;

5) the easiest ways to improve the conditions of marketing to sell
the maximum number of goods and services;

6) receiving support from the state, especially within the first
years of the enterprise’s existence;

7) maximum correspondence of carrying out entrepreneurial
activity to the abilities of the entrepreneur and realization of the goal
set.

There are several methods for developing and testing a business
idea. The ability to transform a business idea into a viable business
should be backed up by a feasible business plan.

If business idea is presented at the right time, when an increase
in the demand for goods or services the idea deals with is expected, it
can lead to the creation of a highly profitable business.

1.4 Establishing an individual enterprise

After deciding to set up a business and develop a business idea,
the first official (in terms of legislation) step is the registration of the
entrepreneur by relevant authorities. This process has its own
peculiarities depending on the chosen organizational and legal form of
entrepreneurial activity and its scope.

The main organizational and legal forms of entrepreneurship in
Ukraine will be discussed in the sections that follow.

Let us consider the algorithm of registration of an individual
entrepreneur (IE) in accordance with the current Ukrainian legislation.
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We have taken this organizational and legal form as an example,
since it is the one that is most often chosen by entrepreneurs when
setting up a business for the first time.

The status of an individual entrepreneur is a legal status
certifying the right of a person to carry out entrepreneurial activity. At
the same time, the legal status of an “individual entrepreneur” neither
affects nor limits any powers of a person arising from their civil
capacity.

The stages of the procedure for the registration as an IE are as
follows:

1. Stage One. Choosing the economic activities to be carried out
(according to the Classification of Economic Activities — CEA) and
preparing a package of documents for the registration as an IE.

2. Stage Two. Filing a set of documents for the registration as an
IE.

3. Stage Three. Filing a set of documents to manufacture the seal
of the IE.

4. Stage Four. Opening a current account in a bank institution.

5. Stage Five. Registering the IE with the tax authorities,
choosing a taxation system, and submitting the required documents to
the tax authorities.

6. Stage Six. Registering the IE with the Employment Center.

7. Stage Seven. Registering the IE with the Pension Fund and
Social Insurance Funds.

Vocabulary to Section 1 (Subsection 1.1):

assimilation 3aCBOCHHS, aCUMIISIIIS
certain IIEBHUI
comprehending PO3yMIHHS

conscious CBIJIOMUIA
consciousness CBIJIOMICTb
consequence HaCJIJI0K

contradictory CyIepEeUINBUH
corresponding Bi/IITOB1THHI
determine 3YMOBJITIOBaTH
discipline IACLIMIITIHA

dissemination

14
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economic thinking
entity

influence
justification
manifestation
maturity

primary component
reproduction
rethinking
sequence

spiritual
stratification
subjective phenomenon

underlying

€KOHOMIYHE MUCIICHHS
Cy0’€KT rocroiaproBaHHs
BILINB

OOTpYHTYBaHHS

IIPOSIB

3pUTICTh

MIEPBUHHUN KOMIIOHEHT
BiITBOPEHHS
MePEOCMHUCIICHHS
MOCITOBHICTh
JIyXOBHUU
po3IIapyBaHHs

ABULIE CYO EKTUBHOIO
MOPSIKY

110 JICKUTh B OCHOBI

Vocabulary to Section 1 (Subsection 1.2):

accordingly
advisory
accept

appropriate

attitude to risk
average

carry out

cognitive capabilities
coincide

consumer

currency

distinctive features
entrepreneur
entrepreneurship
establishment
expectation
implementation
indemnity insurance
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BIIITOB1THO
KOHCYJIbTaTHBHI
npuiMaTH/IpUiMaTH Ha
cebe

JIOIIJIBHO

CTaBJICHHS JI0 PU3HUKY
cepeHii

3IIUCHIOBATH
KOTHITHUBHI 3110HOCTI
301raloThCS

CIIO’KHMBAY

BaJIIOTa

BIJIMIHH1 PUCH
iaIpueEMENb
1AMPUEMHHUIITBO
CTBOPCHHS

PO3paxyHOK

peai3aiiis, BTIJICHHS
CTpaxXyBaHHS
BIJIIIKOYBaHHS 30UTKIB



insurance reimbursement
inheritance
intermediary
leadership

ordinary
outstanding abilities
perception

perform

personality traits
preproduction stage
profit

purchase

receive

recently
remuneration
repeatable

scalable

search

stock exchange
task

type

trade organization
uncertainty

various

CTpaxoBa BHUILIATa
CriaJuHa

MOCEPETHUK
KEpPIBHUIITBO
3BUYAHUH

BHUJIaTHI 3/11I0HOCTI
CIIPUUHSATTS
BUKOHYBATH
OCOOHCTICHI pUCH
nepeBUPOOHNYA CTadls
npuoOyTOK

npuI0aHHs
OTPpUMYBAaTH
HEI[O0AaBHO
BUHAropojia
MTOBTOPOBAHUM
MaciTaboBaHUM

TOTITYK

Oipka

3aBJIaHHS

THII

TOpPriBeJIbHA OpraHizaris
HEBHU3HAYCHICTh
PI3HOMaHITHUU

Vocabulary to Section 1 (Subsection 1.3):

adhere

awareness

coOmmon reasons
conditions of marketing
correspondence
demand

diligently
dissatisfaction
exposed to bankruptcy
failure

feasible
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MONTUPEHI MPUUUHU
yMOBH 30yTy IIPOYKIIii
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TIOTTUT

CTapaHHO

HEBJIOBOJICHHS

CXHJIBHHH 10 OaHKPYTCTBA
HEeBJIaya

3MIACHEHHUN



guide CIPSIMOBYBATH

holistic 1LTiCHUM

insufficient HEJI0CTaTHi

lack of work BiJICYTHICTH pOOOTH
livelihoods 3aco0u ICHYBaHHS
mortgage 1rmoTeKa

motivation MOTHBYIOYHH PakTop
preparatory work iIr0TOBYa poOoTa
pursue a goal NEPECITiTyBaTH METY
salary 3apo0iTHA IJIaTa
significant 3HAYHUN

Vocabulary to Section 1 (Subsection 1.4):

authority Opras BJIaJu

Classification of Economic Kkacugikarist BUJIiB

Activities CKOHOMIYHOT JisSTILHOCTI
(KBEJI)

Employment Center [{enTp 3aitHATOCTI

individual entrepreneur (IE) ¢iznuHa ocoba-
nianpuemens (OOIT)

Pension Fund [lenciitauit houA

relevant BIAIOBI{HUI

Social Insurance Fund ®donyp comianbHOTrO
CTpaxyBaHHS

taxation system CHUCTEMa OIOJIATKyBaHHS

Theoretical questions to Section 1:

1. What is economic thinking?

2. Describe the essence of the category “economic
consciousness”.

3. Give the substantive and structural characteristic of the
category “economic behavior”.

4. Give the definition of entrepreneurship.

5. What types of entrepreneurship do you know?

6. Name and describe the most common organizational types of
entrepreneurship.
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7. What is an entrepreneur?

8. What types of entrepreneurs do you know?

9. What is business?

10.What are the common and different features of the categories
“business” and “entrepreneurship”?

11.In your opinion, what can be the reason for setting up a
business of your own?

12.What goals are often pursued by people when setting up their
own business and what do they expect from it?

13.What are the advantages and disadvantages of establishing a
business of your own (compared to being hired as a regular
employee)?

14.What is a business idea?

15.What can be the source of a business idea?

16.What is a “new product™?

17.What is a business plan and what is the purpose of its
development?

18.What is the status of an individual entrepreneur (IE)?

19.What is the procedure for the registration as an individual
entrepreneur (IE) in Ukraine in accordance with the current
legislation?

Test tasks 1:

1. Purchase and sale of goods for their further resale at a higher
priceis ...

a) production entrepreneurship (business);

b) commercial entrepreneurship (business);

c) financial entrepreneurship (business);

d) all answers are correct.

2. Purchase and sale of national and foreign currency, securities
are ...

a) production entrepreneurship (business);

b) commercial entrepreneurship (business);

c) financial entrepreneurship (business);

d) all answers are correct.

18



3. What are the main positive aspects of your own business:

a) more freedom and independence;

b) the possibility to obtain "shadow" profits;

c) the ability to manage their own time;

d) more ability to realize themselves and their personal
ambitions.

4. What is the basis for starting your own business?
a) start-up capital;

b) entrepreneurial idea (business idea);

c) support of relatives;

d) the desire for enrichment.

5. What is the first official (in terms of legislation) step in the
organization of their own business?

a) entrepreneurial idea;

b) availability of fixed assets;

c) availability of start-up capital;

d) registration with the relevant authorities.

Practical task 1:

Imagine that you want to set up your own business. Provide clear
answers to the following questions:

1. What particular product (or service) will you offer to
customers (a detailed description of the product or service, the main
consumer characteristics: size, weight, period of use, aesthetics,
design)?

2. What needs will satisfy your product?

3. What is the feature of your product?

4. Why consumers will distinguish your product from the goods
of your competitors?

5. Describe the advantages of your product.
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3 MOBHUM TEKCTOM HABYAJIbHOI'0 MOCIOHUKA
Bu MoxkeTe 03HAMOMHUTHUCH Y YUTAJIBLHOMY 3aJ1i Ta Oi0JioTeni
(¢akyabTeTy ynpasJiHHA Ta 0i3Hecy XapKIBCbKOI0
HAUIOHAJIBHOI0 ABTOMOOIJIbHO-I0POKHbOI'0 YHIBEPCUTETY 3a
aapecoro: M. Xapkis, ByJ. Baragucaasa 3y0enka, 3a
YUTAJBbHUI 321 (TpeTiii moBepx) 0idJioTexka (Apyruii moBepx)
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