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SOCIAL CAPITAL IN THE DEVELOPMENT
OF NATIONAL ECONOMIC SYSTEMS

Introduction. Social capital through public trust, solidarity and a sense of belonging can help increase the ef-
fectiveness of public participation in national economic development programs.

Problem Statement. The study of this issue becomes especially relevant due to the search for additional op-
portunities in the implementation of institutional transformations, development of investment, innovation and
entrepreneurshi.

Purpose. Study of social capital as an important factor in the development of the system of the national
economy.

Material and Methods. Applied methods of comparative analysis, monographic, abstract-logical were used.
The information base of the research is data of the World Bank, European Business Association, State Statistics
Service of Ukraine, Institute of Sociology of the NAS of Ukraine.

Results. The essence of the concepts of “development”, “system”, “national economy”, and “social capital” has
been defined. The structure of the national economy in institutional, socio-economic, spatial, sectoral, reproduc-
tive, technological and foreign economic aspects has been considered.

The indicators of the state and development of the system of national economy and social capital have been
offered and analyzed in the dynamics, the interrelation between them has been revealed. The presence of a con-
nection between the level of trust in society and the development of social networks has been established. The in-
Jluence of social capital on self-regulation of entrepreneurial activity has been revealed, proposals on its ef fective
Jformation and use in the national economy have been introduced.

Conclusions. Social capital is a driver of institutional change, a means of horizontal and vertical communica-
tion between the elements of the national economy. Its influence on the prosperity of the country has been proven,
as well as its relationship with indicators of investment, innovation and entrepreneurshi The subjects of the na-
tional economy at the expense of social capital have additional competitive advantages due to the sharing of own
resources and reduction of transaction costs.

Keywords: Development, System National Economy, Social Capital, Indicators of State and Development, and
Self-Regulation.
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The main goal of the development of the national
economy is to improve the welfare of the coun-
try's population. Public trust, strengthening soli-
darity and a sense of belonging are the social cap-
ital that can increase the effectiveness of public
participation in national economic development
programs. This is precisely why the study of the
place of social capital in institutional transforma-
tion, development of investment, innovation and
entrepreneurship in the national economy be-
comes relevant.

To adequately analyze the place of social capi-
tal in the development of the national economy, it
is necessary to determine the essence of develop-
ment, the concepts of national economy and so-
cial capital.

The category of development has an ambigu-
ous interpretation in the scientific community.
Thus, the Great Explanatory Dictionary of the
Modern Ukrainian Language defines develop-
ment as “a process as a result of which there is a
change in the quality of something, the transition
from one qualitative state to another, higher” [1].
Raievneva O. suggests to consider development
as “a unique process of transformation of an open
system in space and time, characterized by a con-
stant change in the goals of its existence through
the formation of a new open system and its transfer
to anew trajectory of development [2, 108]. In the
philosophical sense, development is “a specific
process of change, the result of which is the emer-
gence of a qualitatively new, progressive process of
ascent from lower to higher, from simple to com-
plex” [3, 587]. Summarizing the existing defini-
tions, we can say that development is a process of
qualitative transformation of the system due to
changes in its quantitative characteristics.

Among scientists there is no single approach to
defining the essence of the concept of “national
economy”. Thus, Havrylkobelieves that “the na-
tional economy of any country is a complex sys-
tem, i.e. a set of qualitatively defined macroeco-
nomic elements or subsystems, between which
there is a natural permanent connection” [4, 187].
Hrantkovska O. (2010) states that “... in a broad
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sense: the national economy is a complex multi-
level economic system with country-specific fea-
tures of productive forces, economic relations,
institutions and mechanisms for regulating eco-
nomic activity. ... In a narrow sense: the national
economy is a system of interconnected spheres,
sectors, industries and types of economic activity
of the country” [5, 110]. Karintseva O., Khar-
chenko M. and Panchenko A. emphasize that the
national economy is a dynamic category that is
formed over a long period of time under the influ-
ence of many factors, both internal (in the future,
form the features of the economy — national iden-
tities) and external ones (compliance of the econo-
my with the world requirements of development
and activity, general principles of functioning,
models of leading economic systems)” [6, 104].
That is, most scholars agree that the national
economy is a complex, dynamic, hierarchical sys-
tem that develops under the influence of internal
and external factors and aims to improve the
quality of life.

Various aspects of the manifestation of social
capital in the national economy have been studied
by many scholars. Thus, Alaassar A., Mention A.-L.
and Aas T. H. determined the influence of social in-
teraction on the behaviour of regulators and inno-
vators of the financial market on the basis on social
capital [7]. Bolibar M. analyzed the role of diffe-
rent types of social capital in the process of integra-
tion of immigrants in the labour market of Catalo-
nia [8]. The researcher identified the impact of so-
cial networks and human capital on the ethno-
stratification of the labour market.

De Waan M. and Wang D. studied social capi-
tal in terms of inequality in professional social
networks [9]. Daskalopoulou I. and Karakitsiou
A. proposed the theoretical basis for studying
various mechanisms of social capital formation,
which can be used by regions for their own deve-
lopment [10]. Pavlevich K. and Pavlevich A. stu-
died regional social capital according to five crite-
ria on the example of 16 provinces of Poland [11].
Rowan S. and Kwiatkowski K. evaluated the ef-
fectiveness of using indexes of social vulnerability
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and social capital to predict the impact on the re-
covery rate in Florida and Puerto Rico after Hur-
ricanes Irma and Maria in 2017 [12]. Shpikulyak
0., Mazur G. considered the place of social capi-
tal in the development of rural areas from an in-
stitutional standpoint [13]. That is, scientific pub-
lications have considered some manifestations of
the impact of social capital on the state and de-
velopment of the national economy.

Despite the availability of publications, the is-
sue of comprehensive assessment of social capital
as an important factor in the development of the
national economy, which determines the relevance
and purpose of the study, remains unfinished.

Like any other system, depending on the pur-
pose of the study and the chosen criterion of divi-
sion, the national economy can be considered as a
set of different elements (Table 1).

From the institutional point of view, the na-
tional economy can be considered as a set of insti-
tutional sectors of the economy (non-financial cor-
porations, financial corporations, general govern-
ment, households, non-profit institutions serving
households). In the socio-economic context, it
is considered as social groups of people united by
a certain objective feature and common economic

interests. In terms ofthe spatial criterion, the ele-
ments of the national economy are administra-
tive-territorial units (regions, districts, cities, ur-
ban-type settlements, rural settlements, councils,
including united territorial communities); in terms
of the sectoral criterion, this is a set of industries
that unite production units that carry out mostly
the same or similar types of economic activities.

In terms of reproduction, it is expedient to
consider the national economy as a set of stages of
the reproduction cycle (production, distribution,
exchange, consumption), from the point of view
of the technological criterion, it is considered as
a set of equipment and technologies that deter-
mine technological chains of transformation of
matter, energy and information into ready-to-
consume product, from the standpoint of the for-
eign economic criterion it is necessary to con-
sider the complex of international economic rela-
tions (export-import operations, inflow-outflow
of foreign direct investment, etc.).

Given various aspects of the stratification of
the national economy, its development is a con-
sistent process of qualitative transformations of
its elements due to changes in their quantitative
characteristics. The purpose of these transforma-

Table 1. Elements of the National Economy System Depending on the Chosen Criterion of Division

Criteria for dividing
the “national economy” system

Elements of the “national economy” system

Institutional

Socio-economic

Spatial
Branch

Reproductive
Technological

Foreign economic

Set of institutional sectors of the economy (non-financial corporations, financial corporations,
general government, households, non-profit institutions serving households)*

Social groups of people united by a certain objective feature and common economic interests
Administrative-territorial units (regions, districts, cities, urban-type settlements, rural set-
tlements, councils, including united territorial communities)

A set of industries that unite production units that carry out mostly the same or similar types
of economic activity **

Set of stages of the reproductive cycle (production, distribution, exchange, consumption)
Asetoftechniquesand technologiesthat determine the technological chains of transformation
of matter, energy and information into a ready-to-eat product

Set of international economic relations (export-import operations, inflow-outflow of foreign
direct investment, etc.)

* in accordance with the Statistical Classifier of Ukraine [10]. ** in accordance with the National Classification of Ukraine [11].
Source: based on authors’ research.
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LEVELS SUBJECT Elements of SOCIAL CAPITAL,
national economy national economy which determine th.e relationship
between the subjects of the
national economy
Other countries, interstate
MEGA- funds and organizations
TRUST
MACRO- — State
MESO- — Industry, region NORMS
MICRO- — Enterprice
SOCIALNETWORKS
NANO- — Individual, family

Fig. 1. The relationship of national economies at different levels through the elements of social capital

Source: compiled by the authors.

tions is to improve the quality of life of the coun-
try’s population.

We believe that to determine the role of social
capital in the development of the national econo-
my should follow the systematic and process ap-
proaches. This means that the national economy
should be considered as a system (a set of inter-
connected elements), and its development should
be regarded as a process (a set of successive tar-
geted actions).

We believe that from the stand point of the sys-
tem approach, it is advisable to consider the ele-
ments of social capital as a means of horizontal
and vertical connection between the elements of
the national economy (Fig. 1).

At the nanolevel, the subject of the national
economy is an individual and / or a family. It is at
this level that the final consumption of tangible
and intangible values takes place, the reproduc-
tion of labour and the creation of human capital
takes place. Due to the trust in accordance with
the existing norms of society, social networks are
created that connect family members, friends,
neighbours, companies and employees of various
industries, residents of regions (territorial com-
munities), and citizens of the country (nation). At
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the microlevel, the subject of the national econo-
my is an enterprise where raw materials are ex-
tracted or produced, technologies are developed,
production resources are consumed, and a social
product (tangible and intangible values) is cre-
ated. The development of social capital of the en-
terprise helps to increase the efficiency of its ac-
tivities due to the reduction of transaction costs
due to the links between the subjects of the na-
tional economy. At the regional or industry level
(mesolevel) of the national economy is the dis-
tribution of productive forces and components of
gross national product. The social capital of the
mesolevel is formed due to the common interests
of individuals, employees of enterprises, indus-
tries, residents of the regions, which directly af-
fects the stability of the entire socio-economic
system of the country. The subject of the national
economy at the macrolevel is the state that car-
ries out the development of production through
its own state institutions, creating conditions for
ensuring the rights of citizens to entrepreneurial
activity, protection of various forms of ownership,
disposal of state property and more. The social
capital of the country, through interpersonal,
intergroup and relations, harmonizes the politi-
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[ PROSPERITY ]

Empowered

Inclusive
People

Open
Societies

Economies

Safety and Security
Personal Freedom
Social Capital
Economic Quality
Health
Education

Investment Environment
Enterprise Conditions
Living Conditions

Fig. 2. A model of hierarchy to determine the significance of
the factors of prosperity of the country
Source: developed using [17].

cal, social, economic interests of citizens, influ-
ences the achievement of stability in society and
promotes its democratic and socio-economic de-
velopment. The subjects of the megalevel of the
national economy are represented by other coun-
tries, interstate funds and organizations with which
international cooperation is carried out. Mega-
level social capital “affects the efficiency of inter-
national economic relations: increasing confiden-
ce in multinational corporations, major invest-
ment banks, funds and other global institutions,
reduces transaction risks and, consequently, re-
duces transaction costs” [16, 192].

From the institutional point of view, the micro-
and mesolevel social capital that connects sectors
and subsectors creates business networks, there-

by reducing transaction costs. In the socio-eco-
nomic context of the national economy, the social
capital of the nano-, micro- and mesolevels unites
people for mutual benefit and assistance. From
the spatial point of view in the national economy,
the social capital of the mesolevel unites the sub-
jects of territorial communities in order to obtain
mutual benefit and assistance, increases the effi-
ciency of the use of public resources. From the
sectoral point of view, social capital at the micro
and mesolevels promotes the creation of business
networks, reduces transaction costs of the na-
tional economy. In the reproductive context of
the national economy, the social capital of micro
and mesolevels promotes the creation of business
networks, the development of vertical and hori-
zontal integration, reduces transaction costs. From
a technological point of view on the national
economy, the social capital of micro and mesole-
vels promotes the creation of business networks,
the development of vertical and horizontal inte-
gration, reduces transaction costs. From a foreign
economic perspective, the social capital of the
megalevel connects the subjects of international
economic relations, reduces the transaction costs
of the national economy as a whole.

The method of hierarchy analysis was used to
determine the place of social capital in the na-
tional economy. In Fig. 2 a 3-level hierarchical
model of the national economy is constructed.

At the 1% level there is an integrated assess-
ment of the state of the national economy (Pros-
perity), at the 2" level there are enlarged charac-
teristics of the national economy (Inclusive Socie-
ties, Open Economies, Empowered People), at the
3rd Jevel there are their partial characteristics.

Table 2. Matrix of Pairwise Comparisons and Priority Vectors for Elements of the 2" Level of the Hierarchy

Inclusive Societies

Open Economies

Empowered People Local priority vector W,

Inclusive Societies

Open Economies

Empowered People

max

1/3 1/7 0.0758
1/7 0.1578
1 0.7662

A =3.1356; CI = 0.0678; CR = 0.1169
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To obtain reliable results, a group of 7 experts
(leading specialists of enterprises, entrepreneurs,
heads of state institutions), which assessed the
priority of one criterion over otherswas formed.

Table 2 shows the matrix of pairwise compari-
sons and weights for the elements of the 2" level
of the hierarchy, Tables 3—5 demonstrate matrix-
es of pairwise comparisons and local weights of
elements of the 3" level, and Table 6 illustrates

the result of the analysis of hierarchies on the in-
tegrated assessment of the impact of factors on
the prosperity of the country. According to statis-
tical characteristics, all matrixes of pairwise com-
parisons are consistent.

According to the local priority vectors for the
elements of the 2" level of the hierarchy (aggre-
gated characteristics of the national economy),
the experts preferred “Empowered People” as the

Table 3. Matrix of Pairwise Comparisons and Priority Vectors Elements
of the 3" Level of the Hierarchy in Relation to Inclusive Societies

Safet Invest- | Enter- | p o F e Local
‘ Y| Personal | Social ment prise . g ) Edu- priority
and Freed ital : Qi mic Condi- | Health .
Security | Freedom Capital | Environ- | Condi- Quality | tions cation | vector
ment tions W,
Safety and Security 1 1 1/3 3 3 3 1/3 3 5 0.1155
Personal Freedom 1/5 3 3 3 5 5 0.1475
Social Capital 3 5 1 7 7 7 7 7 0.3744
Investment Environment 1/3 1/3 1/7 1 1 1/3 1/5 1/5 1/3 0.0261
Enterprise Conditions 1/3 1/3 1/7 1 1 3 1/5 5 0.0645
Economic Quality 1/3 1/3 1/7 3 1/3 1/5 5 0.0548
Living Conditions 7 1/3 1/7 5 5 5 1 5 0.181
Health 1/3 1/5 1/7 5 1/5 1/5 1/5 1 1/3 0.0279
Education 1/5 1/5 1/7 3 1/5 1/7 1/7 3 1 0.0295
A, = 11.0929; CI = 0.2616; CR = 0.1804
Table 4. Matrix of Pairwise Comparisons and Priority Vectors Elements
of the 3" Level of the Hierarchy in Relation to Open Economies
Invest- | Enter- L. Local
Safety Personal | Social ment prise Eco- Living Edu- priority
and . X . nomic | Condi- | Health .
S .| Freedom | Capital | Environ- | Condi- - - cation vector
ecurity ment tions Quality tions W
Safety and Security 1 3 1/7 1/5 1/5 1/7 1/3 1/3 1/7 0.024
Personal Freedom 1/3 1 1/7 1/7 1/7 1/7 1/5 1/7 1/7 0.015
Social Capital 7 7 1 3 1/3 1/5 3 5 5 0.1544
Investment Environment 5 7 1/3 1 1/3 5 5 5 0.1475
Enterprise Conditions 5 7 3 1 1 5 5 5 0.2127
Economic Quality 7 7 5 3 1 1 5 7 0.2845
Living Conditions 3 5 1/3 1/5 1/5 1/5 1 1/3 1/5 0.0383
Health 3 7 1/5 1/5 1/5 1/7 3 1 1/5 0.0463
Education 7 7 1/5 1/5 1/5 1/7 5 5 1 0.077
A, = 10.7034; CI = 0.2129; CR = 0.1468
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Table 5. Matrix of Pairwise Comparisons and Priority Vectors Elements
of the 3" Level of the Hierarchy in Relation to Empowered People

Safet Invest- | Enter- Eco- Livi Local

? €Y | Personal | Social ment prise co: . 1ving ) Edu- priority

and Freed L : . nomic | Condi- | Health P )
Securit reedom | Capital | Environ- C(_)ndl— Qualit tions cation vector

y ment tions Y W.
Safety and Security 1 5 3 5 5 3 1 1 5 0.2033
Personal Freedom 1/5 1 1/3 1/3 1/3 1/3 1/5 1/5 3 0.0315
Social Capital 1/3 3 1 3 1/3 1/3 1/5 1/7 5 0.0555
Investment Environment 1/5 3 1/3 1 1 1/5 1/5 1/7 5 0.0438
Enterprise Conditions 1/5 3 3 1 1/5 5 1/7 5 0.0801
Economic Quality 1/3 3 3 5 5 1 5 1/7 5 0.1449
Living Conditions 1 5 5 5 1/5 1/5 1 1/5 5 0.0931
Health 1 5 7 7 7 7 5 1 7 0.3283
Education 1/5 1/3 1/5 1/5 1/5 1/5 1/5 1/7 1 0.0189

A = 11.1698; CI = 0.2712; CR = 0.187

main factor of prosperity of the country (local
priority vector 0.7662).

According to calculations, Social Capital has the
greatest influence on “Inclusive Societies” (local
priority vector 0.3744).

The greatest influence on Open Economies is
exerted by Economic Quality (local priority vec-
tor 0.2845) and Enterprise Conditions (local vec-
tor of priorities 0.2127). Social capital is in the
third place in terms of the level of effect on Open
Economies (local priority vector 0.1544).

Table 6. The Results of the Analysis of Hierarchies
in Terms of the Integrated Assessment of the Effect
of Factors on the Prosperity of the Country

Ol oy
Safety and Security 0.1683
Personal Freedom 0.0377
Social Capital 0.0998
Investment Environment 0.0589
Enterprise Conditions 0.0998
Economic Quality 0.1605
Living Conditions 0.0891
Health 0.261
Education 0.0289
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Empowered People is most affected by Health
(local priority vector 0.3283) and Safety and Se-
curity (local priority vector 0.2033).

According to the global priority vector, the grea-
test impact on the country’s prosperity is exerted
by Health (global priority vector 0.261), Safety
and Security (global priority vector 0.1683), and
Economic Quality (global priority vector 0.1605).
According to the same expert assessments, Social
Capital and Enterprise Conditions (global priority
vectors 0.0998) are significantly ahead of Invest-
ment Environment (global priority vector 0.0589),
Personal Freedom (global priority vector 0.0377),
and Education (global priority vector 0.0289).

We believe that the application of the method
of analysis of hierarchies allows comparing the
influence of prosperity factors in different regions
of the country, determining the priority areas of
their funding and so on.

To determine the place of social capital in the
national economy, the rank of Ukraine in the In-
ternational Prosperity Index and its sub-indexe-
shave been considered. In 2020, in terms of the
International Prosperity Index, Ukraine ranked
92" among 167 countries. Among the sub-in-
dexes, the highest rank (38) has been reported in
terms of education, while in terms of social capi-
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Fig. 3. Dynamics of capital investments in Ukraine, total (UAH billion) and per capita (UAH thousand)
Source: calculated according to the State Statistics Service of Ukraine.

tal Ukraine has hadthe worst position (147) [17].
In 2020, as compared with 2009, Ukraine rose by
6 points in Social Capital sub-index. If in 2009,
the best positions were observed in interpersonal
trust (82), whereas in terms of personal and fami-
ly relations Ukraine ranked only 97®in the world,
in 2020 the situation changed significantly. The
position of Ukraine in personal and family rela-
tions improved by 25 points (72), whilethat in
interpersonal trust, on the contrary, dropped by
39 points (121). The worst situation has been
reported for 2009 and 2020, for institutional
trust — 166 and 162" among 167 countries, re-
spectively.

We believe that this state of the country’s so-
cial capital has a significant impact on the deve-
lopment of certain aspects and the national eco-
nomy as a whole. An indicator of the development
of the national economy is the dynamics of capi-
tal investment in general and per capita (Fig. 3).

In 2010—2020, the amount of capital invest-
ment in the national economy of Ukraine from
UAH 180.6 billion, it increased almost 2.8 times
and was equal to UAH 508.2 billion, the average
annual growth rate was 10.9%. At the same time,
capital investments per capita from UAH 3.9
thousand in 2010 increased to UAH 12.13 thou-
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sand in 2020, or 3.1 times, the average annual
growth rate was 12.0%.

However, the dynamics of indicators in USD is
less optimistic (Fig. 4).

Capital investment in Ukraine for the period
of 2010—2020 from USD 22.7 billion in 2010 de-
creased to USD 18.0 billion in 2020, or 20.7%,
the average annual rate of reduction was 2.3%.
The largest amount of capital investment during
this period was in 2012 that was equal toUSD
34.2 billion, the lowest in 2015 that was equal to
USD 11.4 billion.

Per capita capital investment in USD from USD
489.96 in 2010 decreased to USD 429,18, or 12.4%,
the average annual rate of reduction was 1.3%.

The country’s investment attractiveness is cha-
racterized by the size of the net inflow of foreign di-
rect investment into the national economy (Fig. 5).

In 2010—2019, its size was USD 6.5 billion de-
creased to USD 3.0 billion, i.e. there was a reduc-
tion of an average of 8% per year. At the same
time, during this period, the largest inflow was
observed in 2012 that was equal to 8.2 billion, the
smallest was observed in 2014, that was equal to
USD 0.8 billion.

According to the estimates of the European
Business Association (EBA), the index of invest-
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Source: based on [18].

ment attractiveness of Ukraine in 2010—2020
only three times reached the neutral zone (from 3
to 4 points) in 2010 (3.2 points), in 2017 and
2018 (3.09 points respectively). In other years,
the index did not leave the negative zone.

Based on the comparison of the values of net
inflow of foreign direct investment and the index

38

of investment attractiveness of Ukraine accord-
ing to EBA estimates (Fig. 6), we can conclude
that the relationship between them is weak (cor-
relation coefficient 0.44), inversely proportional,
i.e. with increasing the index per unit net inflow
of foreign direct investment to Ukraine decreases
by an average of USD 2.6 billion.
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Source: compiled based on data [18, 19].

We believe that such a mismatch can be deter-
mined by social capital — the presence or absence
of investor confidence, despite the objective fac-
tors of investment attractiveness.

The development of the national economy is
characterized by innovation. According to the
International Index of Global Competitiveness,
in 2018—2019, Ukraineranked 85"among 141
countries, being aboveNorthern Macedonia, Ar-
gentina, and Sri Lanka (82"—84™, respectively).
As compared with 2009—2010, Ukraine wors-
ened its position by 3 points. At the same time, in
terms of innovation, in 2018—2019, Ukraine
ranked 60" (versus 62, in 2009—2010). The best
position of Ukrainein terms of the Index of Glo-
bal Competitiveness has been reported for skills
that is an important factor in innovation. In
2018—2019, the rank was 44" that was better
than in 2009—2010, by 2 positions.

The share of the industrial enterprises of Uk-
raine, which implemented innovations, in the to-
tal number of enterprises increased from 11.5% to
only 13.8%,in 2010—2019, which was extreme-
ly small. At the same time, the share of the sold
innovative products in its total amount for in-
dustrial enterprises during this period from 3.8%
decreased almost three times and was equal to
1.3%, in 2019.
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During a survey conducted among managers
and specialists of agricultural enterprises in Za-
porizhzhia region, 50% of respondents cited the
lack of necessary information, new ideas as a fac-
tor hindering the introduction of innovations [21,
121]. 72.1% of respondents named scientific in-
stitutions, 70.2% mentioned mass media, 58.7%
named conferences, seminars, 55.8% noted exhi-
bitions as reliable sources of information about
innovations (if it is possible to choose more than
one source) [21, 124].

Unfortunately, the state of science in Ukraine
can be called a crisis. Despite the fact that in
2010—2019 expenditures on research and deve-
lopment increased by 112.8% (on average annu-
ally by 8.8%) and were equal to UAH 17.3 billion
in 2019, their share in GDP from 0.75% in 2010,
on the contrary, decreased to 0.43%, in 2019. The
Lisbon Strategy of the European Union recom-
mended the amount of funding for science from
all sources up to 3 percent of GDP [22]. Signifi-
cant underfunding of research and development
has affected the number of employees involved.
During 2010—2019, their number decreased 2.3
times and amounted to 79.3 thousand people.
Nevertheless, the Ukrainian society still has a
relatively high level of trust in national scientists,
which is confirmed by the results of national an-
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Fig. 7. Dynamics of sales and financial result before tax of business entities of Ukraine, UAH billion
Source: compiled according to the State Statistics Service of Ukraine.

nual monitoring surveys. In 2018, its average sco-
re was 3.1 points (with a maximum score of 5 po-
ints) after trust in family and relatives (4.5 po-
ints), compatriots (3.4 points) and neighbors
(3.3 points) [23, 451].

We believe that social capital is designed to fa-
cilitate the search for and dissemination of infor-
mation necessary to enhance innovation. At the
same time, more active use of mass media, hold-
ing conferences, seminars, exhibitions will also
contribute to the formation and effective use of
social capital.

Between 2010 and 2019, the total number of
business entities in Ukraine decreased by 11.1%
(or an average of 1.3% per year) and amounted to
1.9 million units. Of these, individual entrepre-
neurs decreased by 13.5% (on average by 1.6%
per year), upto 1.6 million units, in 2019. The
number of employees in business entities as a
whole decreased by 18.0% (on average by 2.2%
per year) and amounted to 9 million people. The
number of employees of individual entrepreneurs
decreased by 7.3% (on average by 0.8%), down to
2.6 million people, in 2019.
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Figure 7 shows the dynamics of the main cost
indicators that characterize the state of entrepre-
neurial activities.

In 2010—2019, the sold products of economic
entities increased by 2.85 times (on average for
the year by 12.3%) and amounted to UAH 10.5
trillion, in 2019. At the same time, individual en-
trepreneurs increased the products sold 3.8 times
(on average by 16.1% per year), upto UAH 0.88
trillion, in 2019. Financial result before tax for
this period had significant fluctuations, but in
2019, as compared with 2010, increased 12.2 ti-
mes and amounted to UAH 664.8 billion. In 2019,
the number of enterprises that made a profit in
the total number of enterprises increased from
59% in 2010 to 74%, or by 15 percentage points.

If we consider the sales and financial result be-
fore tax in USD, the picture becomes somewhat
different (Fig. 8).

In 2019, as compared with 2010, the sales in
USD decreased by 19.7% for all business entities
and increased by 8.1% for individual entrepre-
neurs. The financial result before tax increased
3.2 times.
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The dependence of business indicators on the
assessment of social capital was revealed (Table 7).

Thus, with the deterioration of Ukraine’s place
in the prosperity rating [17] according to social
capital by one position, the sales in USD decrea-
sed by almost UAH 1.5 billion, the number of em-
ployees in business entities lowered by 13.7 tho-
usand people. Correlation coefficients indicate a
weak and medium relationship between perform-
ance and factor characteristics (correlation coef-
ficients 0.4422 and 0.5186, respectively). The co-
efficient of determination indicateshow the per-
centage of the variation of the resultant trait de-
pends on the variation of the factor trait. It is es-

timated that the change in sales in USD depends
on social capital by 20%, the number of employ-
ees in business entities, respectively, by almost
27%. Other percentages are the influence of fac-
tors that are not included in the model. Such fac-
tors may be factors that are taken into account in
determining the international rating of ease of
doing business, which is determined by the World
Bank (Doing Business) [24].

In 2010—2019, in the international ranking of
ease of doing business, Ukraine rose from 142
place to 71, so the annual change in position in
the ranking averaged 10 points.In 2010, Ukraine
ranked 142" in the ease of doing business, being

Table 7. Dependence of Cost Indicators of Entrepreneurial Activity on the Assessment of Social Capital

Dependent variable,
effective sign (y)

Independent variable,
factor feature (x)

Regression
equation

Correlation coefficients (R);
determination (D)

Productssold in dollar equi-
valent, USD billion
Number of employees in bu-
siness entities, persons

Social capital®

y = —1.4788x + 503.64 D =0.1955
R = 0.4422
y=—13734x + 1E + 07 D =0.2689
R =0.5186

* Social capital according to the corresponding rating of the country in [17].

Source: own calculations.
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ahead of Honduras (141* in the ranking), Gam-

bia (140™), the West Bank and the Gaza Strip

(139™). In 2019, Ukraine ranked 715 between the

Kyrgyz Republic (70™) and Greece (72"%).

To find ways to improve the conditions for do-
ing business, it is advisable to consider the coun-
try’s rankings on the indicators of the rating of
ease of doing business. Thus, in 2010, the most
problematic aspects in Ukraine were the Condi-
tions for Obtaining a Construction Permit and
payment of taxes, as the country ranked 181 by
these criteria among 183 countries. In 2019, the
country’s rank for building permits rose to 30
place, for taxes it increased to 54" place. Howev-
er, the most problematic aspects were the condi-
tions for settling insolvency (145" place) and con-
nection to the power supply system (135"). To im-
prove the business climate, the Cabinet of Mi-
nisters of Ukraine adopted an action plan [25],
which includes:

o the simplification of business conditions in ag-
riculture, construction, oil and gas, subsoil use
and electricity, in the fields of information
technology and telecommunications, transport
and logistics;

¢ the simplification of administrative procedures
in the field of land relations, as well as regula-
tion of economic activity;

o the improvement of procedures of state super-
vision (control) over the regulation of eco-
nomic activity, as well as technical regulation
of economic activity;

« the simplification of procedures for customs
and tax regulation of economic activity and re-
porting; and

¢ the empowerment of businesses to participate
in the provision of public services.

To increase Ukraine’s position in the ranking
of ease of doing business, the Cabinet of Minis-
ters of Ukraine has adopted the action plan [26]
that sets tasks, identifies measures, as well as re-
sponsibilities and deadlines for their implementa-
tion. According to the results of the first half of
2021, 14 items of the Action Plan were imple-
mented, or 54% [27].
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We believe that the influence of social capital
on the state of entrepreneurial activity is mani-
fested in the development of self-regulation —
independent(without state intervention) regula-
tion of relations between economic (entrepre-
neurial) or professional activities to protect their
own and public interests [28, 71].

From the standpoint of institutionalism, self-
regulation can be represented by its institutions:
institutions-functions (rules, norms, standards,
control over their observance and punishment for
non-compliance); institutions-rules (Codes and
Laws of Ukraine, Resolutions and Orders of the
Cabinet of Ministers of Ukraine (CMU), Orders
of ministries and departments, strategies, con-
cepts, programs, etc.); and institutions-organi-
zational units (self-regulatory organizations, as-
sociations, public associations, etc.).

Currently, only 24 self-regulatory organiza-
tions are officially recognized in Ukraine, operat-
ing in six areas: eight organizations function in
appraisal activities, including land appraisal, two
ones operate in land management, five organiza-
tions function in arbitration management, four
ones operate in architectural management activi-
ties, five organizations carry out professional ac-
tivities in the securities market [29].

In the implementation of an inclusive and open
process of optimization of regulatory relations, a
special role is played by social capital — a set of
income-generating links and socio-economic re-
lations that arise in a particular social network
based on existing norms and trust [30, 61]. At the
same time, the availability of social capital in so-
ciety is the reason, the consequence of which is
the ability to carry out the processes of self-regu-
lation of an entrepreneurial activity. At the same
time, effective self-regulation contributes to the
growth of trust in society, the expansion and co-
hesion of social networks, the improvement of
existing and the development of new norms —
thatis, the formation and use of social capital.

We propose to consider the development of the
national economy as a consistent process of qua-
litative transformations of its elements, which oc-
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cur due to changes in quantitative characteristics
(indicators) in order to improve the quality of life
of the population.

To achieve the main goal of existence and de-
velopment of the national economy, it is neces-
sary to use social capital as a driver of institution-
al transformation and a means of horizontal and
vertical connection between the elements of the
national economy.

According to experts, social capital has a sig-
nificant impact on the country’s prosperity, but

according to this criterion, it ranks only 147" among
167 countries of the world. Research has proven
its connection with indicators of investment, in-
novation and entrepreneurshi.

We believe that the subjects of the national eco-
nomy at the expense of social capital have additional
competitive advantages due to the joint use of own
resources and reduction of transaction costs. Pros-
pects for further research are to identify the areas of
institutional changes that would contribute to the
formation and effective use of social capital.

REFERENCES

1.

Busel, V. (2005). A large explanatory dictionary of the modern Ukrainian language. Irpin: VTF “Perun” [in Ukrainian].

2. Raievnieva, O. (2006). Enterprise development management: methodology, mechanisms, models. Kharkiv: VD “Inzhek” [in

w

10.

11.

12.

13.

14.

15.

16.

ISSN 2409-9066. Sci. innov. 2022. 18 (6)

Ukrainian].

. Shynkaruk, V. (1986). Philosophical dictionary (2nd ed.). Kyiv: Holov. red. URE [in Ukrainian].
. Gavrilko, P. Gavrilko, P. (2012). National economy: theoretical aspects of structure optimization. Scientific Bulletin of

NLTU of Ukraine, 22.4,187—196 [in Ukrainian].

. Grontkovska, O. (2010). National economy as a scientific category and object of theoretical and economic analysis. Bul-

letin of Kamyanets-Podilsky National University named after Ian Ogienko. Economic sciences, 3, 106—111 [in Ukrainian].

. Karintseva, O., Kharchenko, M., Panchenko, A. (2017). Theoretical approaches to defining the concept of “structure of

the national economy”. Bulletin of SSU. Economics Series, 3, 103—111 [in Ukrainian].

. Alaassar, A., Mention, A.-L., Aas, T. H. (2020). Exploring how social interactions influence regulators and innovators:

The case of regulatory sandboxes. Technological Forecasting and Social Change, 160, 120257. URL: https://www.science-
direct.com/science/article/pii/S0040162520310830 (Last accessed: 15.12.2021).

. Bolibar, M. (2020). Social capital, human capital and ethnic occupational niches: an analysis of ethnic and gender ine-

qualities in the Spanish labour market. Palgrave Commun, 6, 22. https://doi.org/10.1057 /s41599-020-0397-4.

. De Vaan, M., Wang, D. (2020). Micro-structural foundations of network inequality: Evidence from a field experiment in

professional networking. Social Networks, 63, 213—230. URL: https://www.sciencedirect.com/science/article/pii/S037
8873320300460 (Last accessed: 15.12.2021).

Daskalopoulou, I, Karakitsiou, A. (2020). Regional social capital and economic growth: Exploratory evidence from test-
ing the virtuous spiral vs. vicious cycle model for Greece. Sustainability, 12, 6037. URL: https://www.mdpi.com,/2071-
1050/12/15/6037 (Last accessed: 15.12.2021).

Pawlewicz, K., Pawlewicz, A. (2020). Interregional diversity of social capital in the context of sustainable development-A
case study of Polish voivodeships. Sustainability, 12, 5583. URL: https://www.mdpi.com/2071-1050/12/14,/5583?type=
check update&version=2 (Last accessed: 15.12.2021).

Rowan, S., Kwiatkowski, K. (2020). Assessing the Relationship between Social Vulnerability, Social Capital, and Hous-
ing Resilience. Sustainability, MDPI, Open Access Journal, 12(18), 1—21. URL: https://www.mdpi.com/2071-1050,/12/
18,7718 (Last accessed: 21.11.2021).

Shpykulyak, O., Mazur, G. (2014). Institutional principles of social capital formation in the mechanism of rural develop-
ment. Economics of agro-industrial complex, 8, 63—68 [in Ukrainian].

State Statistics Service of Ukraine. (2014). Classification of institutional sectors of the Ukrainian economy. Statistical
Classifier of Ukraine. (Order No. 378, December 03). URL: https://zakon.rada.gov.ua/rada/show/v0378832-14# Text
(Last accessed: 10.01.2022) [in Ukrainian].

Derzhspozhyvstandart of Ukraine. (2010). Classification of types of economic activity DK 009: 2010. National Classifier
of Ukraine. (Order No. 457, October 11). URL: https://zakon.rada.gov.ua/rada/show/vb457609-10#Text [in Ukrainian].
(Last accessed: 10.01.2022).

Hrytsaienko, H., Hrytsaienko, M. (2018). Social investment in social capital. Business Inform, 1, 188—194 [in Ukrainian].

43



Hrytsaienko, M. I., Hrytsaienko, H. I, Kolomiiets,V. M., and Fesenko, M. M.

17.

18.

19.

20.

21.

22.

23.

24

26.

27.

28.

29.

30.

The Legatum Prosperity Index (2020). Official web-site. URL: https://www.prosperity.com/rankings (Last accessed:
05.01.2022).

The World bank (2020). World Development Indicators. URL: http://databank.worldbank.org/ (Last accessed:
05.01.2022).

European Business Association (2020). Index of investment attractiveness of Ukraine. URL: https://eba.com.ua/wp-
content/uploads/2020,/07 /EBA-InvestIndex 1H-2020 UKR.pdf (Last accessed: 05.01.2022).

World Economic Forum (2020). Official web-site. URL: https://www.weforum.org/reports/how-to-end-a-decade-of-
lost-productivity-growth) (Last accessed: 05.01.2022).

Shpykuliak, O., Hrytsaienko, M. (2016). Development of innovative activity in the agricultural sector: management and
efficiency. Kherson: OLDI-PLYuS [in Ukrainian].

Verkhovna Rada of Ukraine (2015). About scientific and scientific and technical activity (Act No. 848-VIII, November
26). URL: https://zakon.rada.gov.ua/laws/show/848-19#Text [in Ukrainian]. (Last accessed: 10.01.2022).
Parashchevin, M. (2018). Results of national annual monitoring surveys 1994—2018. Ukrainian society: monitoring of
social change, 6, 415—426 [in Ukrainian].

. The World bank (2020). Doing business. URL: http://www.doingbusiness.org (Last accessed: 05.01.2022).
25.

Cabinet of Ministers of Ukraine (2019). Action plan to deregulate economic activity and improve the business climate
(Order No. 1413-p, December 04). URL: https://zakon.rada.gov.ua/laws/show/1413-2019-%D1%80#Text (Last ac-
cessed: 10.01.2022). [in Ukrainian].
Cabinet of Ministers of Ukraine (2019). Action Plan to Raise Ukraine’s Position in the World Bank’s Doing Business
(Order No. 1413-p. December 04). URL: https://zakon.rada.gov.ua/laws/show/1413-2019-%D1%80#Text (Last ac-
cessed: 05.01.2022). [in Ukrainian].
Ministry of Economic Development, Trade and Agriculture of Ukraine (2020). Information on the implementation of
the Action Plan to increase Ukraine’s position in the World Bank’s “Doing Business” rating, approved by the order of the
Cabinet of Ministers of Ukraine dated 04.12.2019 Ne 1413 as of 31.07.2020. URL: https://www.me.gov.ua/Documents/
Detail?lang=uk-UA&id=05376d6¢-3772-4027-ac6{-73e33e2905a8&title=DoingBusiness2019 (Last accessed: 05.01.2022)
[in Ukrainian].
Hrytsaienko, M. (2019). Social capital in the mechanism of self-regulation of entrepreneurial activity in agriculture.
Economics of agro-industrial complex, 8, 70—78 [in Ukrainian].
Cabinet of Ministers of Ukraine (2018). On approval of the Concept of reforming the institution of self-regulation in
Ukraine (Order No. 308-p., May 10). URL: https://zakon.rada.gov.ua/laws/show/308-2018-%D1%80 (Last accessed:
05.01.2022) [in Ukrainian].
Hrytsaienko, M. (2018). The essence of social capital and its features in the agricultural sector. Economics of agro-indus-
trial complex, 1, 60—65 [in Ukrainian].
Received 20.01.2022
Revised 05.04.2022
Accepted 04.05.2022

M. I. Ipuyaenxo’ (https://orcid.org/0000-0003-2507-771X),

I I. Ipuyaenxo’ (https://orcid.org/0000-0001-7168-2836),

B. M. Koaomicup? (https://orcid.org/0000-0003-3427-8986),

M. M. @ecenxo?® (https://orcid.org/0000-0003-2288-3388)

! TaBpiiicbkuil IepyKaBHIIT arpOTEXHOMOTIIHNH yHiBepcuTeT iMeni IMmutpa MoTopmoro,
npoci. B. Xmenpuunpkoro, 18, Menitonon, 3amnopisbka 06.1., 72312, Ykpaina,

+380 619 42 0618, office@tsatu.edu.ua

2 MestiTonoJIbChbKUI IHCTUTYT IEPKABHOTO Ta MYHIIIUTIAJILHOTO YIIPABJIHHS
«Kiracuunoro nmpuBaTHOTO YHIBEPCUTETY >,

Kaxoscbke mmoce, 8/2, Mesitonoss, 3anopisbka 06aactb, 72311, Ykpaina,
+380 619 43 0029, migmu_kpu@i.ua

COIIIAJIBHUM KATIITAJT Y PO3BUTKY CUCTEMU HAIIIOHAJIbHOT EKOHOMIKI

Beryn. CoriasibHuiil Karmitasn yepes3 rpoMa/IChbKy I0BipY, OCUJIEHHS COJTIAaPHOCTI Ta BIYYTTS IIPUHAJIEKHOCTI MOKE CIIPUS-
TU T IBUIIEHHIO e(DeKTUBHOCTI y4acTi HACeJIeHHs y TPorpaMax PO3BUTKY HAIliOHAIBHOT EKOHOMIKH.
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IIpo6GaemaTuka. [[ociisKeHHsT 03HAaUEHOTO MUTaHHSA HaOyBae 0COOIMBOI aKTyaIbHOCTI BHACJIIOK TTOLIYKY JOAATKOBUX
MOKJIMBOCTEH B peastizailii iHCTUTYIIIHHNX MepeTBOPEeHb, PO3BUTKY 1HBECTUINIIHOI, iHHOBAIIIITHOI Ta MiAIMPUEMHUIBKOI [i-
SIIBHOCTI.

Mera. [locifizkeHHs COLIAJIBHOTO KalliTaly SIK BayKJIMBOIO YUHHUKA PO3BUTKY CUCTEMU HalliOHATIBHOI €eKOHOMIKU.

Marepiaum i MeToaHu. 3aCTOCOBAHO METO/N TTOPIBHAIBHOTO aHasi3y, MOHOTpadivHui, abcTpakTHO-TorigHui. [Hpopma-
wiitHoro 6Gasolo mociimxkenns € gani CpitoBoro 6aHKy, €sporeiicbkoi Bisnec Acoriaitii, [epskaBHol cirysKOU CTaTUCTUKU
Yxpainu, Inctutyty conionorii HAH Ykpainm.

PeayabraTi. BusnaueHo CyTHICTD MOHATD «PO3BUTOK», «CUCTEMay, «HAI[IOHAJbHA €KOHOMIKay Ta «COIIaJbHIN KaIliTams.
PosrignyTo cTpyKkTypy HallioHaIbHOI EKOHOMIKHY B IHCTUTYIIHTHOMY, COIiaJIbHO-€KOHOMIYHOMY, IIPOCTOPOBOMY, TaJIy3€BOMY,
BiJITBOPIOBAJILHOMY, TEXHOJIOTIYHOMY Ta 30BHIITHBOEKOHOMIYHOMY PO3pi3aX. 3alPOIIOHOBAHO Ta IPOAHAIi30BaHO B JIMHAMI-
1l IHIMKATOPH CTaHy Ta PO3BUTKY CHCTEMHU HAI[IOHATBHOI EKOHOMIKHM Ta COIiaJbHOIO KalliTasly, BUSABJICHO B3aEMO3B 30K
MixK HUMH. BcTanoBsieno HasBHICTD 3B'sI3Ky MiK PiBHEM JIOBiPH B CYCITIJIBCTBI Ta PO3BUTKOM COIliaTbHIX Mepesk. BusiBieno
BIJINB COIIaJIBHOTO KaIliTaTy Ha CAMOPETYJIIOBAHHS MiATPUEMHNIIBKOI MiSTBHOCTI, BHECEHO TTPOMO3UILii MO0 Horo edex-
TUBHOTO (JOPMYBAHHS Ta BAKOPUCTAHHS B HAILIOHAJIbHIN €KOHOMITII.

BucnoBku. CottiaibHUll KariTal BUCTYIIAE APANBEPOM IHCTUTYIIHIX [IEPETBOPEHB, 32C000M FOPU30HTAIBHOTO i BEPTHU-
KaJIbHOTO 3B’3KYy MK eJleMeHTaMM HalliOHAJIbHOI eKoHOMiKkH. /loBezieHo #0To BIIMB HA IIPOIBITAHHS KPAiHH, a TAKOXK
3B'S130K 3 IHANKATOPAaM¥ IHBECTUIITHOT, iIHHOBAIIITHOT Ta MiANMPUEMHUIIBKOI AistbHOCTI. Cy6 €KTH HaIliOHATBHOI €KOHOMIKN
3a paXyHOK COIiaJIbHOTO KalliTaly MaloTh /I0/IaATKOBI KOHKYPEHTHI IlepeBar uepes CIijibHe BUKOPUCTAHHS BJACHUX pecypciB
i 3BHVIKEHHS TPAHCAKINITHIX BUTPAT.

Kmouosi crosa: po3BUTOK, cucTeMa, HAI[iOHATbHA €KOHOMIKa, COTHaIbHUI KaIliTas, iIHIUKATOPY CTaHy Ta PO3BUTKY, CAMOpe-
IyJTIIOBaHHS.
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