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BUSINESS DEMOGRAPHY STATISTICS AS AN INDICATOR
OF BUSINESS ENVIRONMENT OPPORTUNENESS:
COMPARATIVE ANALYSIS OF UKRAINE AND EU MEMBER STATES
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Abstract. Most often, information about the state of the business
environment in a particular region or country is obtained through a
survey of respondents. However, a certain degree of subjectivity is
inherent in this method of obtaining information. Therefore, using
official statistics as a source of information avoids this.

The purpose of this article is to evaluate the degree to which the
business environment of enterprises in Ukraine is operating on the
basis of indicators of business demography statistics by conducting

a comparative analysis with similar indicators of EU countries.

The object of the study is the business demographics of enterprises in Ukraine and the EU as a
source of objective information on the state of the business environment. In the analysis of the main
statistical indicators of statistics of business demography of enterprises, such methods as
comparison and comparison were used.

The study found that despite the significant deterioration of the economic situation in Ukraine, the
number of economic entities in 2012-2015 tended to increase. At the same time, there was a
tendency to increase the share of natural persons-entrepreneurs from 77.16% to 83.57% during
2012-2018. In 2014-2016, there was a negative trend in the growth of the indicator of the total
number of active enterprises in Ukraine, due to the worsening economic situation. The share of
births in the total number of active enterprises in Ukraine during 2012-2018 is lower than the
average in Europe and, despite the slightly better figures for the share of deceased enterprises, it
can be generally concluded that the environment for doing business in Ukraine is unfavorable.
Keywords: assessment of the business environment, business demography statistics, population of
active enterprises, births of enterprises, deaths of enterprises.

Introduction

The business environment, as a set of factors that significantly affects the activities of business
entities and are beyond their control, is extremely important for the development of
entrepreneurship in any country. Therefore, the business environment is subject to scrutiny by
public authorities, and assessing the degree of its favorability serves as a guide when deciding on
economic and institutional reform priorities.

Most often, the business climate is estimated on the basis of a survey of respondents, so it has a
certain degree of subjectivity, since it depends on the composition, size and parameters of the
statistical sample, etc. Against this background, an assessment of the business environment's
propriety based on official data from state statistical authorities will be more objective, which makes
the topic chosen for research relevant.

The analysis of recent research and publications. Mainly relates to the coverage of

methodological aspects of the evaluation of business demographics, such as in the works of
Grierson K., Allen A. (2008) [3]. The works of some authors refer to defining a system of

European Science 4/2019 39



Economy European Science

business demographics in order to be able to compare them across countries - Ahmad N. (2008)
[1], including alternative methods for assessing business demographics, such as in the works of
Ron J., Miranda J., Sandusky K. (2003) [7] or Takahashi M., Sato-llic M., Okamoto M. (2019) [9].
Identifying the factors that determine the creation of new businesses, their survival and duration of
operation in individual countries are considered in the works of Lopez-Garcia P., Puente S. (2006)
[4]; Yarkova Y., Toneva K., Markov N. (2017) [10]; and Shinkarenko K. (2017) [8]. The works of
some authors are dedicated to the comparative analysis of the state of business demographics of
individual countries with other EU or OECD countries based on Eurostat data and publications, such
as Poland's Business Demographics Assessment, conducted by Ptak-Chmielewska A. (2009) [6].
However, the comparative analysis of the business demographics of Ukraine and EU Member States
has not yet been conducted.

Formulating the goals of the article. Given the relevance of this research topic and its lack of
elaboration, it is advisable to study the state and trends of business environment in Ukraine in
comparison with EU countries on the basis of indicators of business demography of enterprises.

Research results. Due to the events that took place in Ukraine in 2013-2014, the number of
economic entities in the Ukrainian economy during the period indicated an upward trend, which has
been observed since 2012 (Fig. 1).

Fig. 1. Number of economic entities in the Ukrainian economy in 2012-2018 1f2
Source: compiled and calculated by author based on [14]

Overall, the analysis of the dynamics of registered economic entities in the economy of Ukraine in
2012-2018 indicates a systematic increase in their numbers during 2012-2015. The trend line of the
total number of economic entities in 2012-2018 corresponds to the trend of the dynamics of the
number of natural persons-entrepreneurs during the specified period, since their share in the total
number of economic entities ranges from 77.16% to 83.57% depending on from the year.

However, it should be noted that the analysis of the dynamics of the number of registered
business entities does not allow to objectively estimate the number of business entities engaged in
economic activities, and therefore to draw on this basis the conclusions about the favorable business
environment created in a country. This is due to the fact that the registered business entities may
not carry out economic activities. To this end, it is necessary to analyze the dynamics of business
demography statistics indicators. Consider such an indicator as the number of economically active
enterprises in Ukraine (Fig. 2).

1 Data is presented without banks, budgetary institutions and taking into account the statistical information on
individual entrepreneurs, formed on the basis of data of the State Tax Service of Ukraine

2 For the years 2014-2018, the data are given without taking into account the results of the activities of banks,
budgetary institutions, the temporarily occupied territory of the Autonomous Republic of Crimea, Sevastopol
and parts of the area of anti-terrorist operation
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Fig. 2. The total number of registered economic entities and active enterprises in Ukraine in 2012-2018
Source: compiled and calculated by author based on [13]

Analyzing statistics on the number of registered economic entities and the number of
economically active enterprises in the economy of Ukraine in 2012-2018 (Fig. 2), we conclude that
only about one third of the registered enterprises are active, that is, carry out economic activities. It
should also be noted that with the increase in the total number of registered enterprises during
2012-2015, the total number of active enterprises is decreasing (2013-2016). This confirms once
again that the business demography of enterprises more objectively reflects the state of
entrepreneurship.

Consider the number of active enterprises in Ukraine and the EU Member States (Fig. 3).
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Fig. 3. Population of active enterprises of Ukraine and the EU Member States in 2012-2018 3 4
Source: compiled by author based on [2, 13]

The dynamics of growth in the total number of economically active enterprises in the EU Member
States in 2012-2018 differed by country. The dynamics of indicators of the number of economically
active enterprises shows that due to the economic crisis of 2008-2009 in 12 EU countries, such as
Czechia, Germany, Spain, Croatia, Italy, Cyprus, Hungary, Malta, Austria, Austria, Portugal, Slovakia
and Finland until 2013. there was a decrease in the number of active enterprises, while in Germany,
Croatia, Italy and Austria this decrease occurred until 2015, and in Finland - 2016.

In fact, in almost all Eurozone countries, in 2008-2014, there has been a decline in the number of
businesses due to the financial crisis. The number of insolvent and bankrupt enterprises reached a

3 For EU Member States, the data are given by economic activities such as industry, construction and services
except insurance activities of holding companies
4 Poland, Sweden - were not logged in due to lack of statistics on the Eurostat website
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critical level at that time. Small and medium-sized enterprises have suffered the most from the
crisis, the number of which has declined much faster than micro and large enterprises. This is a
negative phenomenon for the economy, because the activity of small and medium-sized enterprises
plays an important role for the economies of European countries, since their share in the total
number of economic entities is huge: in 2012, about 99.8% of companies in the EU were classified
as small and medium-sized businesses, the share of micro-enterprises reached 92.1%; such
companies created from 52.4% (UK) to 80% (ltaly) jobs in the economy, and their share in value
added averaged 57.6% [11].

Taking into account the different sizes of the countries for which the comparative analysis is
carried out, for the purposes of researching the dynamics of the total number of active enterprises in
Ukraine and the EU countries, their number should be considered per 10,000 available population.
Indicators point to extremely low values of the total number of active enterprises per 10,000
population in Ukraine compared to EU countries, and its positive dynamics over the period, despite
the growth of the total number of active enterprises in 2013 and 2017, occurred only due to the
significant annual decrease in the population in Ukraine.

Another important group of business demographic statistics is birth rate indicators (Fig. 4).
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Fig. 4. Number of enterprise births divided by the number of enterprises active (birth rate)
of Ukraine and the EU Member States in 2012-2018 (percentage) 5 6
Source: compiled and calculated by author based on [2, 15]

Overall, the share of births in the total number of active enterprises in Ukraine during 2012-2018
(in 2013 - 9.1%; 2014 - 8.8%; 2015 - 7.7%; 2016) - 10.4%) is below the European average (in
2012 the average was 10.02%; in 2013 - 10.15%; in 2014 - 10.63%; in 2015 - 9.94% ; 2016 -
10.24%; 2017 - 10.08%), except for 2016 [2]. This indicates the unfavorable environment for doing
business in Ukraine. The value of this indicator across the EU countries does not have such wide
variation as the indicator of the total number of active enterprises, which is explained by the units of
its measurement, but among the EU countries there are those whose value is 1.5-2.5 times higher
than the average European level (average value of the indicator in 2012-2018 - 10.18%) - Latvia
(average 16.54%), Lithuania (average 22.15%) and Portugal (average 14.68%). It should also be
noted that the value of the Population of active enterprises division by population (in 10000) for
Latvia and Lithuania was lower than the European average, which created the conditions for an
increase in the number of start-ups, but this is also evidence of a favorable business climate in these
countries created in these countries.

5 For EU Member States, the data are given by economic activities such as industry, construction and services
except insurance activities of holding companies
6 Poland, Sweden - were not logged in due to lack of statistics on the Eurostat website
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Indicators of births should be considered in conjunction with indicators of deaths (Fig. 5).
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Fig. 5. Number of enterprise deaths divided by the number of enterprises active (deaths rate) of
Ukraine and the EU Member States in 2012-2018 7 8
Source: compiled and calculated by author based on [2, 15]

It should be noted that in spite of the fact that on the average for the EU countries during 2012-
2017 there was an excess of the share of born enterprises over the dead at the level of 1.5-2 pp. are
countries that had a higher proportion of deceased enterprises than births during or over the entire
period or individual years. For example, Germany showed a slight steady increase in the share of
deceased enterprises over births during 2012-2017 within 1 pp. without a tendency to increase, a
similar situation was observed in Greece in 2015-2017 (data for 2012-2014 is missing). Also in
countries such as Czechia, Denmark, Spain, Croatia, Cyprus, Hungary, Malta, over the years (from 2
to 4), the share of deceased enterprises over births exceeded. In countries such as Italy,
Luxembourg, Slovenia, Austria almost the same level of the share of births and deaths was observed
in the total number of active enterprises, with a slight predominance of the share of births within 1-2
pp. Interesting are the indicators of France, which during the whole period had an excess of the
share of births of enterprises over deaths by 2 times and Lithuania, where in 2012-2015 this
increase was 1.3-1.7 times. That is, in general, the European countries are characterized by
heterogeneity in the number and share of births and deaths of enterprises.

Conclusions

In Ukraine, only about one-third of the registered enterprises are active, that is, carry out
economic activities, so the use of such an indicator as the total number of registered enterprises
does not reflect the real state of favorable business environment. In addition, with the increase in
the total number of registered enterprises during 2012-2015, there was a decrease in the total
number of active enterprises.

Compared to EU countries, Ukraine has a very low level of active enterprises per 10,000
population, and its positive dynamics during 2012-2017 are due, to a large extent, not to an
increase in the total number of active enterprises, but to an annual significant decrease in
population.

The share of births in the total number of active enterprises in Ukraine is generally lower than the
average in the EU countries, which also confirms the thesis that the environment for doing business
in Ukraine is unfavorable, despite the lower average of the share of deceased enterprises.
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