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POLITICALAND THEORETICAL APPROACHES
TO THE ESSENCE AND TYPES OF ENTREPRENEURSHIP

The purpose of the study is to consider the process of development of society in the context of the dominant
production relations, in the state of the economy and in its political orientation. It is noted that the political
structure of society has always been subject to changes, not only in terms of changing ideas, but also in the
policy regarding entrepreneurship and its position in the development of the national economy.

Research methods. In the process of studying the topic, such methods were used as the analysis of the
theoretical foundations of the development of entrepreneurship as a socio-economic institution, the analysis
of a special set of norms and rules that ensure the coordinated behavior of business entities.

The novelty of the study is that for the first time in a national economic study, a variety of concepts and
approaches on the problems of the development of the institution of entrepreneurship were clearly classified.
However, the growth of political entrepreneurship and international cooperation between entrepreneurs has
caused a dramatic change in its essence, so a political analysis of the problem is key to understanding the
role of the main subsystem of the modern free market economy.

Conclusions. Summing up, the author comes to the conclusion that, from the point of view, the thesis about
two models of entrepreneurial behavior can help resolve the contradiction in the nature of innovation in
entrepreneurship (classical and innovative). It is noted that the distinctive feature of the first model (otherwise
it can also be called resource-oriented) is that the entrepreneur links tasks with available resources
and prefers means of achieving goals that ensure the most efficient use of resources. The second model
is focused on opportunities rather than resources, which means that the entrepreneur prefers innovative
production methods using his own resources and external resources. In a word, modern entrepreneurship
is @ multidimensional and holistic socio-economic phenomenon of a market economy, in which multilevel
(reflecting many theoretical concepts) and generalizing (reflecting many features) approaches are extremely
important. It is advisable to define its economic essence.
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orcid.org/0000-0001-5211-8359 systematize the p911t1031 'aI‘ld economic knowledge of .entrepreneu'rsh'lp,
and entrepreneurial activity in itself creates a basis for qualitative
changes in the economic relations of the modern system of ownership.
The very importance of the theoretical systematization of any
socio-economic and political-economic event is to understand its
essence. In this regard, it is important to note that numerous approaches
to the definition of entrepreneurship and the application of this concept
in many contexts, including economic development, competition,
valuation, profit, firm, production factors, and so on, do not allow
to form of a unified and unambiguous definition of the term. One
argues that “economic theory can hardly figure out a clear and general
interpretation of this phenomenon” (Moskovtsev, Yurova, 2008: 91).
There is a need for such an interpretation of entrepreneurship both in
economic and political science, and in our point of view, the issue can
be defined if it is grounded on the definition of entrepreneurship with
emphasizing its specific features using four basic approaches:
1) abroad and narrow approach;
2) macro and microeconomic approach;
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3) an approach based on the characteristics of research programs;

4) political and theoretical approaches

In brief, entrepreneurship is characterized as a private type of economic activity. The main feature
here is that the activity is based on an independent initiative, responsibility, idea of innovation and aims
to make a profit.

2. Goal research

The purpose of the study in this article is to consider the process of development of society in the
context of the dominant production relations, in the state of the economy and in its political orientation.
It is noted that the political structure of society has always been subject to changes, not only in terms of
changing ideas, but also in the policy regarding entrepreneurship and its position in the development of
the national economy.

3. Research methods

In the process of studying the topic, such methods were used as the analysis of the theoretical foundations
of the development of entrepreneurship as a socio-economic institution, the analysis of a special set of
norms and rules that ensure the coordinated behavior of business entities.

4. Research novelty

The novelty of the study is that for the first time in a national economic study, a variety of concepts
and approaches on the problems of the development of the institution of entrepreneurship were clearly
classified.

5. Review of recent publications

In his research, the author analyzed the works of 16 researchers who, to one degree or another, put
forward their ideas and approaches to the development of an entrepreneurial institution. Works of such
authors as A.F. Moskovtsev, O.V. Yurova “The heuristic meaning of the concept of entrepreneurship
and its boundaries” (Moskovtsev, Yurova, 2008); N. Cohen “Policy Entrepreneurs and the design of
the public policy: Conceptual Framework and the case of the National Health Insurance Law in Israel”
(Cohen, 2011); M. Mintrom and P. Norman “Policy Entrepreneurship and Policy Change” (Mintrom,
Norman, 2009); J. Huerta de Soto “Socialism, economic calculation and the entrepreneurial function”
(Huertade Soto, 2008); M. Emirbayerand A. Mische “Whatis agency?”’ (Emirbayer, Mische, 1998); K. Buhr
“The inclusion of aviation in the EU Emissions Trading Scheme: Temporal Conditions for the Institutional
Entrepreneurship, Department for Transport” (Buhr, 2012); N.P. Kononkova “The public sector of the
Russian economy: entrepreneurship opportunities” (Kononkova, 2010); N.I. Kraskova “Small business
as a subject of analysis of economic science” (Kraskova, 2011); L.V. Grishaeva and G.T. Kuzhbanova
“To questions about the essence of entrepreneurship” (Grishaeva, Kuzhbanova, 2012).

6. Main material views

According to the macroeconomic approach, entrepreneurship is defined as a subsystem within the
complete structure of the economy. Economic activity can also be regarded as a system of activity which
requires to achieve the goals for the recovery of an economic entity and to get profits under resource
constraints. So, entrepreneurship contributes to the activity of a complete economy and in this regard acts
as an economic status in public policy. This type of subsystem can manifest itself in the activities of both
local and other economic entities, regional or territorial economic unit, national economic entity, and even
has the right to exist in the business entity at the national level.

Entrepreneurship policy is institutionalized as a subsystem in the general structure of the economy of
each state with its own developmental tendency to fulfil socially important economic functions.

From the standpoint of the microeconomic approach, the essence of entrepreneurship policy is defined
as a specific type of business behaviour of a person, an individual, a private enterprise or a company. The
main point of the entrepreneurial activity is manifested in specific goals, characteristics, and motivations
(for instance, individual or self-realization).

Some representatives of the neoclassical school of political and economic thought have interpreted
entrepreneurship as a unique and uncommon production factor. In this regard, the following
definition is used in this course: entrepreneurial activity is a process of earning commercial income
by realization of an individual’s abilities expressed in an efficient combination of production factors
based on risk-taking. According to V.M. Niftullayev’s research, “Entrepreneurship is the type of
activity carried out by individuals, enterprises and organizations in the production, service, sale and
exchange of other products.
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1. Subjects of entrepreneurship may be individual persons, enterprises and their associations.

2. Creating certain economic, social and legal conditions for the establishment of entrepreneurial
activity is necessary.

3. Different by types and forms of entrepreneurship, such as production, trade, mediation, consultancy,
finance and others. The abovementioned types of entrepreneurship can operate in groups, individually,
and also a whole unit. For example, business activities, production and trade, and so on. Depending on the
form of property, the property may be private, state, municipal, and public property.

4. The following organizational and legal forms of entrepreneurial activity have been developed in
modern times: economic partnerships and societies; production cooperatives; state and municipal unitary
enterprises. Economic partnerships can be created in the form of limited liability, extra liability companies,
as well as joint-stock companies and associated companies” (Niftullayev, 2002: 32).

The political innovation concept of entrepreneurship defines it as a specific type of activity which is
distinct from traditional labour activity in terms of innovation method, scope and criteria.

The institutional concept of entrepreneurship describes it as a socio-economic institution, that is, a
specific set of norms and rules that ensure the coordinated behaviour of economic entities. The norms
that form the institution of entrepreneurship are based on traditions, diligence, thriftiness, business ethics,
as well as labour rights, agreements, legislation and other norms form the institution of entrepreneurship
creates formal regulators in the form of organizational standards.

We particularly emphasize the interpretation of entrepreneurship proposed by the former Soviet
School of Economics, as it does not conform to any of these concepts, and its representatives use a level
approach: the level of essence and form. In the political definition of entrepreneurship, it is interpreted as
an economic category of a market economy. The shortest and most comprehensive definition of the market
economy is simple as following: “the economy of free enterprises”. In this regard, entrepreneurship policy
is a complete set of economic relations related to the implementation of entrepreneurial activity and profit.
These relations comprise connections with other economic entities (State and households), as well as
mutual relations between entrepreneurs. In the political form, entrepreneurship is also considered as an
economic method and process.

Entrepreneurial policy is also characterized by the following features:

— freedom and independence of economic entities;

— economic risk and responsibility;

— economic interests of economic units;

—  innovation.

Entrepreneurship policy as a process is a sequence of determined actions of entrepreneurs from the first
time of creation of the idea of entrepreneurship until its inclusion in a specific entrepreneurship project.

Interestingly enough, the former Soviet economic school emphasizes that the economic category of
entrepreneurial policy has a historical character, which means the concept is not something definitively
formed. The evolution of entrepreneurial terminology, content, and actions reflects the history of the
exchange, production and distribution of goods and services, and at the same time the level of development
of scientific and technical progress in this context. Therefore, at different stages of the development of
societies 1deas about entrepreneurship and its position in the development of the national economy are
influenced and changed according to the dominant industrial relationships, the condition of the economy,
the political structure.

Besides, because of the variety of tasks that may be required from entrepreneurs, as well as the
diversity of objective external conditions, formal definition of entrepreneurship will always be varying
correspondingly to the existing conditions.

In entrepreneurship policy, to resolve some issues formal and serious decisions need to be made, for
the solution of the other problems, a more generally agreed approach is required to understand the essence
behind one or another approach.

Modern entrepreneurship policy is characterized by several manifestations, such as business conditions
and economic activity parameters. Particularly, in economic aspect, entrepreneurship can be observed
as a production factor, economic relations, economic method, and even an economic institution. Each
of these components has respectable quality features. This means that none of these definitions can be
considered complete independently. However, at the same time, these components are characterized by
general, specific features that help determine their essence.
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But what is the explanation of the term “political entrepreneur”? It is well known that a political
entrepreneur is an individual who uses the state’s political decisions and opportunities regarding
entrepreneurship to achieve personal goals that an individual cannot achieve by moving outside the political
context. According to American political scientist J.W. Kingdon, “The term of political entrepreneur does
not depend on a specific occupation of a particular individual: a political entrepreneur may or may not be
an official in the government, can be a CEC employee, or even maybe in a leading position in a group or
be a member of a research organization, whether he or she is designated or elected” (Kingdon, 1984). In
this sense, the key feature of a political entrepreneur is that they want to invest in resources, time, energy,
authority or money, in order to make any political change to achieve profit in the future. From this point
of view, a political entrepreneur is very similar to a classic businessman, and the core difference is only
in their field of activity.

Quite a few researchers, including D.D. Li, F. Junxin and J. Hongping note that there is a fundamental
difference between an ordinary entrepreneur and “political” entrepreneur: “This is because the changes
that political entrepreneurs make are not only attributable to them but also contribute to other agents
operating within the framework of the changed structures of political entrepreneurs” (Li et al., 2006).
Thus, it is important to differentiate between the concepts of “political entrepreneur” and “lobbying”.

According to S. Ainsworth and I. Sened, “Lobbyists are, first of all, a kind of link between the interest
groups (which is leader is a political entrepreneur) and the authorities. Some scholars consider lobbyists
to be a subset of political entrepreneurs” (Ainsworth, Sened, 1993).

N. Cohen writes: “The term of “political entrepreneurship” and concepts relating to political
entrepreneurship emerged in the early 1980s as a part of scientific researches on political science and
management” (Cohen, 2011) In addition to “political entrepreneurship”, other types of this concept
including “institutional entrepreneurship”, “executive entrepreneurship”, “evolutionary political activity”
and others also formed. The main reason for the research is the need for a new approach to the phenomenon
of political change. According to M. Mintrom and P. Norman, “Theories of political change was the first
emerged hypotheses (in the late ‘60s)” (Mintrom, Norman, 2009). That means the concepts of “political
entrepreneurship” and “political entrepreneurs” were developed later.

The window of opportunity — is the concept used to describe the moment which is the most optimal time
for the political entrepreneur to make the necessary changes. In the context of political entrepreneurship, the
concept was first used by J.W. Kingdon in his book “Agendas, Alternatives and Public” (Kingdon, 1984).

J.W. Kingdon’s theory of illustration implies that three so-called “streams” must be brought together
to successfully address the activities of political entrepreneurs. The meaning of the first “flow” is that
the need for any change (such as reform) should be understood by society (primarily the political elite)
as a problem (Problem Stream). The second “flow” is the desire and will to develop a policy mechanism
(Policy Stream) that has been developed to address the problem, and the third is the desire and will to
make the necessary changes (Politics Stream) within authorized political institutions. As J.W. Kingdon
notes: “When all “three streams” converge, political entrepreneurs should only expect for a favourable
political situation — “a window of opportunity’”’ (Kingdon, 1984).

We broadly interpret the definition of entrepreneurship as a process of human activity: “Broad or
general entrepreneurship is the same as human activities. In this regard, that can be said, almost anyone
willing to change their present-day and also achieve their future goals will be engaged in entrepreneurship
activity” (Huerta de Soto, 2008: 47).

Criticism of political entrepreneurship is primarily based on the notion of “integrated agent”.
According to this concept, R. Garud, C. Hardy and S. Maguire note: “An individual within certain political
organizations and institutions cannot anticipate or make any changes in the activities of these institutions
or other institutions. The motive of the issue is the phenomenon of “integrated agent”, so: the institutions
structures individual’s consciousness, recognizes interests and identities, makes it impossible for an
individual to go beyond the institutional framework and hence carry out any reforms” (Garud et al., 2007).
The response to this criticism shows that the environment in which many researchers, agents (including
political entrepreneurs) operate is created by agents themselves and that the process is temporary. From this
aspect, according to M. Emmirbayer and A. Mischey: “Agents at any time can rebuild it or, in principle,
create something new, because the sole purpose of their environment, which created by themselves, is to
institutionally respond to the constantly changing conditions of the world in any historical development
stages” (Emirbayer, Mische, 1998). So, institutional entrepreneurship is necessary at any moment.
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One of the most noticeable examples of the activities of political entrepreneurs was the including of the
aviation sector into the European Union system for greenhouse gas emissions trading. As K. Buhr points
out: “This system was put into operation in 2005 and its main goal was to reduce greenhouse gas emissions
from the EU countries to meet the environmental standards that were set out in the Kyoto Protocol, which
came into force in 2005. The emission trading system is divided into three provisional phases, and the first
phase, which began in 2005, included only the areas of the highest energy consumption and the emissions
generated by generators themselves” (Buhr, 2012).

Many have been left astounded by the fact that the aviation sector has already passed the first phase.
Accordingly, long before the first phase came into effect in 2005, a circle of political entrepreneurs was
established. This circle included several European Commissioners, direct representatives of the aviation
sector, as well as several NGOs such as the European Federation for Transport and Environment. Soon later,
several scientific centres and research organizations joined to the establishment (Kononkova, 2010: 14).

As a result of the collective efforts, the impact of aviation emissions on the environment were known and
thoroughly investigated. The necessity to limit aviation emissions has become clear to the general public
(Problem Stream). Political entrepreneurs have conducted comparative analysis of various mechanisms
for reducing emissions (for example, comparing the efficiency of emissions trading with direct taxation of
emissions) and concluding that emissions trading mechanisms are the most cost-effective and agile (especially
for the aviation industry). Thus, the appropriate policy (Policy Stream) developed. The political “flow” has been
around since the beginning, as some of the political businessmen were members of the European Commission.

As the United Kingdom started to expand its fleet from 2003 there was an urgent need to adopt
some mechanism to regulate aviation emissions and in 2005 when the UK chaired the EU Council
“The Opportunity Window” opened.

Principally, specific features of entrepreneurship include initiation, independence, responsibility,
economic uncertainty and a high level of economic risk and profitability (Timofeev, 2010: 45). In this sense,
V.F. Bogachev, V.S. Kabakov and A.M. Khodachek believe that Entrepreneurship diverges substantially
from commercial activities in budgetary organizations with strict tasks, regulations, reporting and under
the control of the owner (Bogachev et al., 1995: 72).

It is worth to mention that there is still no consensus on the distinctive marks of entrepreneurial activity
such as innovation, nor about the right to ownership of production factors. In this regard, four main
approaches can be identified.

N.I. Kraskova writes: “According to the first approach (J. B. Sey, Austrian School, the Soviet School
of Economics), the innovative nature of entrepreneurial property rights and means of production is a
characteristic of entrepreneurial activity. Representatives of the Soviet School of Economics are exploring
the formation and development of the concept of “entrepreneurship”, which is closely linked to the concept
of property, and in this regard, entrepreneurship and property are viewed as two sides of the same process
that evolves over time and space” (Kraskova, 2011: 44).

The second approach to entrepreneurial activity is that ownership of production means is more
necessary rather than the innovative nature of the activity. A number of scholars and economists, for
example, A. Smith, J. Bodo, I. V. Lipsitz, A. Busygin assert such ideas.

Proponents of the third approach (like R. Catilon) accept as true that an entrepreneur can own a
business, can only be a manager, and the innovative nature of the activity is not imperative. This is the
largest approach in the matter of the scope of economic units.

Adherents of the fourth approach (Y. Schumpeter, P. Druker, V. Kushlin) think that innovation is
the core principle of entrepreneurship, and possession of an enterprise is not an essential attribute of
entrepreneurship, as entrepreneurship is possible even when there is no personal equity (eg, obtaining a
business loan, using funds or through government grants).

In practice, the second approach has been supported, and also evidenced by the definition of
entrepreneurship in the civil code of the Russian Federation defined as mentioned above.

7. Conclusions

In our point of view, the thesis about two models of entrepreneurial behaviour can be helpful to resolve
the contradiction about the nature of innovation in entrepreneurship: the classical and the innovative. The
distinctive feature of the first model (otherwise it can also be called a resource-oriented model) is that the
entrepreneur aligns the tasks with the available resources and prefers the means to achieve the goals that
ensure the most efficient use of resources. The second model is focused on opportunities, not resources,
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which means that the entrepreneur prefers innovative methods of production using his resources and
external resources.

L.V. Grishaeva avd G.T. Kuzhbanova shows that entrepreneurship can be defined according to the
following basic theoretical approaches:

1) as an economic category of a market economy;

2) as an economic method and process;

3) as a special production factor;

4) as an institution (Grishaeva, Kuzhbanova, 2012: 48).

So, modern entrepreneurship is a multi-dimensional and integral socio-economic phenomenon of
a market economy, in which, from our point of view, a multilevel (reflecting a variety of theoretical
concepts) and generalizing (reflecting many specific features) approaches is exceedingly appropriate to
determine its economic essence.
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MOJITHUYHUIA I TEOPETHYHUI TIAXOIU 1O CYTHOCTI TA BUJIB MIANMPUEMHHULITBA

Caxkina BABA€EBA,
OOKMOpaHm

3axiono-Kacniiicokoeo ynieepcumenty
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Mema 0ocnidcenHsn — po3ensaHymu npoyec po3eumKy CyCniibCmed 6 KOHMeKCmi OMIHYIOUUX BUPOOHUYUX BIOHOCUH,
Y CMAHI eKOHOMIKYU Ma 8 1T NOTIMUYHIl CNPAMOBAHOCMI. 3a3HAUAEMbCS, WO NOIMUYHA CMPYKIYPA CYCHITbCNEA
3a62iCOU 3A3HABANA 3MIH He e Y naAaHi ioel, a il y noximuyi w000 NIONPUEMHUYMBA MA 1020 NO3UYTT 8 PO3GUIMKY
HAYIOHAILHOT eKOHOMIKIL.

Memoou docnidscenna. Y npoyeci susuenns memu 0y GUKOPUCIMAHT MAKI MEMOOU: aHANI3 MeOPEeMUYHUX OCHO8
DO3BUMKY NIONPUEMHUYMBA AK COYIATbHO-eKOHOMIYHO20 THCIUNTYMY, AHAI3 0CO0IUE020 HADODPY HOPM i NPABLL, IO
3a0e3neuyioms y32000cery no8ediHKy 20Cn00apioiouux cyd €kmie.

Hoesu3snoio 0ocnioxncenns ¢ me, wo 6 HAyiOHAIbHIN eKOHOMIYHIT HAYYI enepuie D)0 YimKo Kiacupikosano besniy
KoHyenyitl i nioxodie 00 npobdiem po3eumKy iHCIMumymy nionpueMHUYmea.

OOHax 3pOCMaHHs NONIMUYHO20 NIONPUEMHUYMBA MA MIDCHAPOOHO20 CRIBPOOIMHUYMBA MIdC RIONpUEMYAMU
3YMOBIOE PI3KY 3MIHY 1020 Cymi, MOMY NOTTMUYHULL AHANI3 NPOOIEMU € KTIOUOBUM 051 POZYMIHHS POl OCHOBHOT
niocucmemi Cy4acHoi eKOHOMIKU BIIbHO20 PUHKY.

Bucnoexu. [1i0s00suu niocymxu, asmop 00X00ums 8UCHOBKY, W0 me3d npo 08i Mooeri NiONpUEMHUYbKOI NOBeJIHKU
MOdIce OONOMOMU SUPIUMU NPOMUPTYYS Y NPUPoOi IHHOBAYIN Y NIONPUEMHUYMET (K1ACUUHOT M THHOBAYIIHOI).
3aznavaemocs, wo 6i0MiHHA puca nepuioi modeni (il we MoXCHa HA36amMU PecypCHO-OPIEHMOBAHON) NONAAE
8 MoMY, Wo NIONPUEMeb N08 A3Y€ 3AB0AHHS 3 HAABHUMU Pecypcamu ma ooupae 3acodu 0ocaeHenHs yinetl, sKi
3abe3neuyioms HAUOINbUL epekmugHe 8UKOPUCMAHHA pecypcis. [Ipyea mooenb OpicHMOBARA HA MONCIUBOCHI, 4 He
HA pecypcu, Wo 03HAYdE, Wo nionpuemeyb obUpae iHHOBAYIUHI MeMmoou 8UPOOHUYMEA 3 BUKOPUCHIAHHAM CBOIX
pecypcig i 306niwnix pecypcis. Croeom, cyuache nionpuemMHuymeo — ye dazamosumipne i yinicne coyianbHo-
eKOHOMIYHe 56UUje PUHKOBOT eKOHOMIKU, ) AKOMY HAO36UYALIHO 8adCIUG] bacamopisnesutl (Wo 8idodpadicac besniy
MeopemuyHux KOHYenyill) ma yzaeanvHioouull (o 6idodpasicac bazamo ocobiugocmeti) nioxoou. oyinoHo
BUBHAYUMU 11020 eKOHOMIUHY CYMHICHb.

KurouoBi cjioBa: mianprueMHULITBO, PUHKOBA EKOHOMIKa, IO THYHUHN i IPHEMELb, CTPYKTypa eKOHOMIKH,
MOJNITHYHA TEOPis.
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