Cxoxa cuTyanis 3 30BHIIIHIMU MO3UKAaMH: MPU 3POCTaHHI 30BHILIHBOTO JIEP>KABHOIO OOpry
OIOfI>KET KOHKYpY€ 3 HalllOHAJBLHUMH MiJIPUEMCTBAMHU HE 32 HAI[IOHAJIBHI, a 3a IHO3EMHI KpPEeJUTHI
pecypcu. Y miICYMKy Iie IPU3BOAUTD JIO CKOPOYEHHS IHBECTHLIH i BAJIOBOTO MPHUILTMBY KaIliTaJy.

B po3BuHeHHX KpaiHax, sk IPaBUJIO, YPSIAU HAMararTbCs YTPUMYBATH AeiuuT OrOmKeTy
Ha HHU3bKOMY piBHI (He Ouitbmme 3%), He momyckarouu 1HQIALIAHOrO (hiHAHCYBaHHS OMOKETHUX
BHJIATKIB.

3HIWKEHHS TOJATKIB 3aJIMINA€ y MIANPUEMCTB B PO3MOPSKEHHI Oliblie pecypciB A
1HBECTHIII i, TOMY IO BOHH MOXYTb €()eKTHBHILIE PO3MOPSIIUTHUCS CBOIMH IPIlIMH, HIXK L€ 3pOOUTD
nepxkaBa. Aje, SKIIO 3HIKEHHS MOAATKIB He Oyny CYNMpOBOMXKYBaTHUCS CKOPOYEHHSM BHTPAT Ha
HeeeKTHBHI CTaTTi JepKaBHOTO OrokeTy — Ue mpusBene Ao (iHaHCyBaHHS nAedilUTy BUILE
3a3HAYCHUMH JKEPENIaMU.

Cnucox uxopucmanux oxcepen:

1. Ketinc /. M. 3aranbsHa Teopist 3alHITOCTI, BIACOTKIB 1 TpoLucH

2. Keitnciancbka Teopis iaei nobnamBoro ety Jep kaBHOTO OHOIHKETY

3. Cepriti I'ypies. Midu exonomiku. Pexxum noctymy: http://www.m-economy.ru/art.php?nArtld=2832.

4. Jlyx’smenxo, 1., Bir, [. (2017). Cucremumii aHamiz ¢opMyBaHHS ACPKaBHOI MONITHKH B yMOBax
MaKpPOCKOHOMIYHOI AecTadimi3arii.
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4’h-year student, NaUKMA

ANALYSIS OF THE USE OF PRIVATE ENTERPRENUER MODEL IN UKRAINITAN
LABOR MARKET

One of the most common entities entrepreneurial activity is private entrepreneur. The
problematic issue is the demarcation of the legal status of an individual engaged in economic or
other activities in the sphere of economy to its legal status as an entrepreneur and its legal status as
an individual. The problem is that there is no special regulatory act that would establish the legal
status of the citizen-entrepreneur today.

According to The World Bank, assessment of the innovation and entrepreneurship ecosystems
of Ukraine shows that Ukraine has some positive aspects and substantial potential for innovation
and also many challenges. The main strengths are the high education levels and strong math and
science skills, which are attracting IT work, in the form of outsourcing, R&D centers of global
companies, and new software companies. Entrepreneurship is expanding, and many entrepreneurs
are finding ways to sell to international markets.

However, Ukraine faces substantial challenges. One main challenge is the need for
government reform. Corruption, excessive and poorly designed regulations, lack of effective rule of
law, lack of implementation of programs, and frequently changing governments and policies all
create a large drag on business, prevent effective government-industry collaboration, and serve as
barriers to innovation, foreign investment, and trade. The weaknesses in government have also
made effective innovation policies impossible [1].

As for 2019 research conducted by Developers of Ukraine association, among the IT
professionals 10% of workers in this sphere get all their payment “in the envelope” or paid on the
personal credit card and are not registered as workers for the company legally. Other 5% are legally
getting paid minimal wage and get the rest of the salary “in the envelope”. Almost 70% are using
the Private Entrepreneurship model. And only 10% of all IT specialists are registered according to
the Labor Code of Ukraine.
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In the year 2018, 14% of workers in this sphere got all their payment “in the envelope” or
paid on the personal credit card and are not registered as workers for the company legally, 5% are
legally getting paid minimal wage and get the rest of the salary “in the envelope”. 12% of all IT
specialists are registered according to the Labor Code of Ukraine and most of the IT professionals
got paid through Private Entrepreneur model [4].

We can see that from 2018 to 2019 the amount of people that were registered using the private
entrepreneur model has risen from 63% to 70%, while the amount of people that were getting their
payment “in the envelope” has decreased from 14% to 10%, so has decreased the amount of people
that were register as workers according to the Labor Code of Ukraine. We can see that most of
companies are using the Private Entrepreneur model instead of following the Labor Code of
Ukraine.

According to the Transparency and Accountability in Public Administration and Services
Program, there are 125 000 IT Private Entrepreneurs in Ukraine. The Developers of Ukraine
research shows that 97% of engineers, in fact, work for a company, that chooses to register
employees using the private entrepreneur model instead of the Labor Code of Ukraine and only 3%
are working on a startup company and 3% are freelance engineers.

It is obvious that the Private Entrepreneur model is not used appropriately, but it is a decent
legal way for businesses to register their highly paid workers without paying incredible amounts to
the government in taxes.

Ivan Babichuk Supervisory Board Chairman, Lviv IT Cluster argues that salaries make up
more than 80% of expenses IT outsourcing companies [3]. An abrupt and significant increase in tax
burden, paired with a constant increase of global competition, will make their business model
impossible for further growth, and many medium and small companies might even seize to exist.
Representatives of IT business and government should jointly develop an effective and functional
model that would have a positive impact on everyone.

In today's environment, businesses need detailed legislative regulation that aims to promote
further development of different forms of entrepreneurship and the Ukrainian economy. To date,
there is no specific regulatory act which would establish a legal status entrepreneur and objective
bans and restrictions on the conduct of business, it is therefore necessary to adopt a new legal act
which would consolidate the status and characteristics of economic management as a business
entity [2]. It would reasonable to consolidating the list of activities for which entrepreneurship is
prohibited.

There is a demand of a working legislative tax system that would allow companies to register
their employees not as private entrepreneurs, but as a part of the company. Nevertheless, it is
important to create a system that would adequately represent the workers needs.
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