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SOCIAL ENTREPRENEURSHIP AS AN INNOVATIVE MECHANISM 
TO SOLVETHE SOCIAL PROBLEMS IN UKRAINE AND NORWAY: COMPARATIVE ASPECT 

 
In the context of the socio-economic crisis, issues about social stability of society are aggravating and their 

solution requires new approaches and tools. The answer to social problems in the whole world, particularly, in 
Ukraine, could be the development of social entrepreneurship as a socially oriented form of business, whose main 
mission is to achieve social prosperity. In our country this idea has appeared relatively recently, that is why for a better 
understanding there were researched the scientific approaches to the interpretation of the concept «social 
entrepreneurship».Social entrepreneurship in Ukraine is gradually developing, but there is a need for creating 
favorable legal and social environment to stimulate it.  The paper offers a comparative analysis of social 
entrepreneurship in both Ukraine and Norway using analytical model. On the basis of the system of statistical 
indicators, a current state of social entrepreneurship in Ukraine and main types of activities were analyzed. Thus our 
purpose is to describe the state and peculiarities of social entrepreneurship in Ukraine and foreign experience of social 
entrepreneurship practice development in Norway. 

Keywords: social entrepreneurship, social innovation, society, entrepreneurial activity, welfare state. 
 

Introduction. In today's conditions there is an 
increase of public attention tothe question of social 
responsibility of business structures that is because 
of the complication of public relations in Ukraine, 
caused by the protracted economic crisis, warfare, 
solving problems of internally displaced persons in 
Ukraine who are in need of significant amounts of 
budget financing. 

In addition to all these problems, 
financial issues have been exacerbated, namely: 
growth of inflation process, decrease of the real level 
wages, pensions, financing the social sphere on the 
residual principle and so on. In the specified 
circumstances an idea of social entrepreneurship for 
Ukraine attracted the attention of scientists, 
practitioners, public organizations, entrepreneurs 
from all around the world, becoming a new 
paradigm in entrepreneurial thinking and activating 
social initiatives. In order to support the 
development of social entrepreneurship and social 
innovation in our country we have to understand the 
essence of this concept and to analyze the 
experience of highly developed countries. For a 
more successful development and implementation of 
social entrepreneurship in Ukraine, it is necessary to 
analyze the experience of countries with a 
sufficiently developed social sector. One of the most 
advanced countries in the field of social 
entrepreneurship is be lieved to be Norway, as a 
social-oriented state. That is why it would be 
relevant to compare its experience with the 
Ukrainian one. 

The  aim  of  the  paper  is  to  show  that  social  
entrepreneurship is a generator of socially oriented 

economic development in Ukraine and due to a 
comparative analysis provides practical 
recommendations for implementation of the social 
entrepreneurship in Ukraine. 

Body of the article. The term social 
entrepreneurship and its components are not 
sufficiently clearly defined in the scientific 
literature. Many social entrepreneurship researchers 
have adopted the notion and terminology used in 
business literature. The concept of social 
entrepreneurship comes combining Say, 
Schumpeter, and Drucker's ideas about traditional 
entrepreneurship with profit people can get, and 
charitable organizations designed to solve social 
problems and to promote positive social changes. 
The most widespread in foreign scientific literature 
was the definition of social entrepreneurship 
substantiated by American professor J. Gregory 
Dees [3, p. 4]. He was convinced that, any definition 
of social entrepreneurship should reflect the need for 
a substitute for the market discipline that works for 
business entrepreneurs, so Dees identified five 
factors to determine social entrepreneurship: 

• Adopting a mission to create and sustain social 
value (not just private value),  

• Recognizing and relentlessly pursuing new 
opportunities to serve that mission,   

• Engaging in a process of continuous 
innovation, adaptation, and learning,   

• Acting boldly without being limited by 
resources currently in hand, 

• Exhibiting a heightened sense of accountability 
to the constituencies served and for the outcomes 
created. 
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According to G. Dees, the main objective of 
social entrepreneurship is the searching and 
realization of possibilities to identify and solve 
social issues and their changes and a social mission 
is fundamental to social entrepreneurship. 

The European scientists J. Mair and I. Marti [7] 
summarized the concept of social entrepreneurship 
as a process of creating value by combining 
resources of the organization in a new way to create 
a social value, stimulate social changes or to 
understand social needs. This concept shows that 
social entrepreneurship is identical to traditional 
entrepreneurship but with different mission and 
objective. 

J. Austin, H. Stephenson and J. Wei-Skillern [1] 
in their work «Social and commercial 
entrepreneurship: The same, different or both?» by 
means of a comparative analysis, they have proved 
that social entrepreneurship is an innovative activity 
aimed at creating social value, which can be carried 
out by non-profitable, profitable organizations and 
government. 

A.  Peredo  and  M.  McLean  [8]  emphasize  that  
social entrepreneurship is carried out when an 
individual and an organization seek to create social 
value in a new or already well-known way. It is 

important to emphasize that social entrepreneurship 
prefers to create social values, rather than economic, 
created by other forms of entrepreneurship.  

The sescientists believe that social 
entrepreneurship is presented in those situations 
where a person (or group of persons):  

a) is aimed at creating social value;  
b) shows the essence of recognition and use of 

opportunities for creating social value;  
c) uses innovations from the invention to the 

adaptation, creates and/or distributes social values;  
d) is ready to take risks above the average level 

in the creation and spreading the social value;  
e) is unusually inventive in conditions of 

insufficient amount of resources, engaging in social 
entrepreneurship. 

After having analyzed the scientific approaches, 
we can define the social entrepreneurship as an 
innovative form of business, which successfully 
combines social aims and commercial practice. Due 
to this business model, we can create favorable 
environment for all who is in volved combining their 
concerns together. So, social entrepreneurship 
operates where the government cannot work due to 
the lack of funding, and the business does not want 
to because of low profitability (Fig. 1). 

 

 

 

 

 

 

 

Figure 1. Concerns of all participants in social entrepreneurship 

Considering the current state of the Ukrainian 
economy, it should be noted that hoping for the 
government to solve some problems at the expense 
of budget funds is almost unrealistic, so we have to 
take experience of developing a new economic level 
in Ukraine - social entrepreneurship. In Ukraine the 
terms «social entrepreneurship», «social enterprise» 
and «social economy enterprise» are not approved 
legally. Thus we can conclude that officially there 
are no social enterprises and social entrepreneurship 
in Ukraine. However, there are principles in 

different regulatory and legal sources that allow 
creating enterprises that by international standards 
can be classified as social ones. Most social 
enterprises of Ukraine provide jobs for target groups 
with which they are connected by their main 
activity. The main purpose of their activities is 
achievement of positive financial and social benefits 
by investing. The interest in social entrepreneurship 
appeared in Ukraine in the early 2000s, but 
entrepreneurs still do not fully understand its 
potential for themselves and for solving social 
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problems. Table 2 shows the stages of social 
entrepreneurship development in Ukraine identified 

by A. Filipenko. 

Table 1 
Social Entrepreneurship development in Ukraine 

Years Actions 
1991 Foundation of Ukrainian Society of the Blind and Ukrainian Society of the Deaf 
2004 UCAN support (concluding training, granting funds for business start-ups)  
2010 Through the promotion of the British Council in Ukraine, the consortium «Developing 

Social Entrepreneurship in Ukraine» was founded. It included the «International 
Renaissance Foundation», the «East Europe Foundation», «PricewaterhouseCoopers 
Ukraine»and «Erste Bank» 

2013 All Ukrainian Forum of Social Entrepreneurs; the Catalogue of Social Enterprises of 
Ukraine 

2015 Launch of credit programs for social initiatives 
Resource:[4] 

Regarding the system of social entrepreneurship 
in Ukraine, we should start with the fact that there 
are in general two types of social enterprises. The 
first type includes social enterprises that are created 
specifically for the employment of people from 
vulnerable groups of the population. And the second 
type is based on the running their own enterprise in 
order to make profit and to implement a social 
mission with the help of innovative methods. 

In Ukraine, the so-called British model is mostly 
used. According to this model, social 
entrepreneurship has four clear criteria: 

- business; 
- a social objective; 
- those for which this business works; 
- distribution of profit, where it is clearly defined 

the percentage for  a  social  purpose or,  for  example,  
for reinvestment; 

- democratic governance[2]. 
However, this model of social entrepreneurship 

will not be complete without the most important 
element - innovations, that is, extraordinary ways to 
solve social problems. 

Ukraine does not in any way regulate the social 
entrepreneurship in our country, mainly because of 
the relatively recent launch of social 
entrepreneurship and, accordingly, there is no clear 
definition that would quite accurately characterize 
the concept of a social entrepreneur and enterprise as 
well.  So,  it  is  difficult  for  us  to  determine  and  
analyze in detail the current state and possible trends 
of such a business model in the Ukrainian economy. 

«Center of Social Sector Transformation» 
SOCIUM-XXI», interpreting social enterprises as 
organizations (regardless of organizational and legal 
forms), which solve social and/or environmental 
problems, created the «Catalog of Social 

Enterprises», on the basis of which we can partly 
demonstrate trends in the development of this type 
of activity. 

In Ukraine, according to rough estimates, there 
are about 150socialenterprises.Today only few 
companies publish reports on their websites, though 
a successful business starts with announcing results 
of its activities. Analyzing the development of social 
enterprises in Ukraine for the last few years we can 
say that there is a significant increase in the number 
of social enterprises from 2012 to 2016 from 5 to 34 
unit syndicating the active development of this 
activity.[6] Such a situation is related to socio-
economic shifts that have been in the country. That 
is why there was an urgent need to find alternative 
sources of financing and assistance in solving social 
problems of the most vulnerable categories of 
citizens.  

In  European  countries  this  sector  exists  for  a  
long time and is well developed. For example, there 
are about 100,000 social enterprises with more than 
2.5 million employees in Germany. The number of 
social enterprises in the UK small business 
population is likely to number approximately 
471,000 with 1.44 million people employed[10]. 

The Ukrainian legislation does not provide a 
special organizational and legal form for social 
entrepreneurship. However, this does not mean that 
there is no legal basis for social enterprise at all. 
After analyzing the social enterprises of Ukraine in 
terms  of  their  organizational  and  legal  form,  we  
grouped them as follows: individual entrepreneurs – 
37, private enterprises – 23, public organizations – 
20, enterprises of citizens association – 19, limited 
liability companies – 18, agricultural cooperatives – 
15, charitable organizations – 8, organizations of a 
public association – 4, farms – 2 [6]. 
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Figure 2. Organizational and legal status of social enterprises in Ukraine. 

Resource [6]. 

According to the Catalog of social enterprises, 
the activity of Ukrainian social enterprises 
concentrates mainly in the sphere of services – 
almost 67.0 % of enterprises (education, sports 
clubs, tourism, tire servicing (as a rule, such activity 
does not require considerable financial investment in 
its starting up). The combination of production of 
goods and provision of services – 26.0 % follows 
(light industry and psychological assistance, 
production of Ukrainian souvenirs, vocational and 
technical training / activity of driver training 
schools, social assistance without providing 
accommodation for the elderly and disabled). Only 
7.0 % of enterprises are engaged in production 
activities (nutrition, printing, agriculture) [6]. 

According to the survey, a social enterprise can 
perform several types of activities simultaneously. 
The largest number of social entrepreneurs 
registered in the Catalog of social enterprises 
answered that they are involved in employment of 
vulnerable groups of people (people with 
disabilities, ATO veterans, internally displaced 
people, etc.). A significant number of SEs generate 
profits to support organization’s activities; generate 
profits to support services for specific groups of 
population; and finance certain types of services. 
Only 5 surveyed social enterprises indicated that 
they were engaged in environmental protection or 
solving ecological problems and 10 indicated 
“other” answer (see Figure 3) [6]. 

 
Figure3. Types of activities of social enterprises in Ukraine 
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It should be noted that out of all registered 
enterprises, only 23 officially publish their financial 
reports. 

Thus, the volume of profit received by 23 social 
enterprises in 2014 amounted to 924 128 UAH, in 
2015 – 866 315 UAH, in 2016 –889 564 UAH (EUR 
28 304,6). So, entrepreneurial profit or the analytical 
period reduced by 3.74%.Typically, the profit of 
these enterprises is spent on reinvestment, social 
programs and activities or in part on first and 
second[6]. 

The funding sources of social enterprises in 
Ukraine might be: profit, grants, attracted crediting, 
sponsorships, etc. 

The biggest problem in Ukraine is that social 
entrepreneurs are not able to compete for financial 
resources with other enterprises. As a rule, social 
enterprises do not have an initial investment. 

Other barriers to establish and develop social 
enterprises in Ukraine are: lack of 
the law and regulation of social entrepreneurship, 
critical level of bureaucracy, lack of financial 
support from the state, corruption etc. 

For  a  more  precise  illustration  of  the  state  and  
possible trends in the development of social 
entrepreneurship in Ukraine, we should carry out a 
comparative analysis. 

Norway is considered to be one of the most 
successful and richest countries in the world in most 
due  to  its  social  welfare  system.  It  is  a  social  
democratic country whose core values are: equality, 
solidarity, social partnership, etc. Norway has been 
known as state-friendly society. The high level of 
trust and social capital is largely due to balanced 
development between active, dynamic and 
cooperative societal sectors (state, market and civil 
society)[2].One of the tools to accomplish 
their social goals is the social entrepreneurship. 

The development of social entrepreneurship for 
Norway is a form of ensuring economic stability and 
social balance, which is aimed at mitigating or 
solving social problems.  

Norway has been known as state-friendly 
society. The high level of trust and social capital is 
largely due to balanced development between active, 
dynamic and cooperative societal sectors (state, 

market and civil society). So, Norwegian model of 
society is recognized as a model of the «welfare 
state». 

Social entrepreneurship there has arisen to solve 
the  problems  of  a  large  number  of  refugees  in  
Norway by individuals, companies and investors. N. 
Prots saysthat there are two levels of social 
entrepreneurship development in Norway: 

 government support; 
 financial and resource support of large 

corporations[9]. 
Unfortunately, there is no law regulation or 

requirements of social entrepreneur shipin Norway, 
so it is extremely difficult to find statistical data or at 
least some minimum of information on this subject. 
According to review on «Social entrepreneurship to 
tackle unmet social challenges» (November 2017), 
most of the enterprises in Norway have less than five 
employees, with an economic turnover of less than 
five million NOK per year (EUR 523 376). Only 
about half of the enterprises have had economic 
surplus within the last five years. Regarding the 
funding of Norwegian social enterprises, the family-
owned investment company Ferd in 2014 provided 
funding of NOK 25 million (EUR 2,7million) 
annually. The state-owned Norwegian Labour and 
Welfare Organization (NAV) provided around 16 
million NOK (EUR 1,7million) in 2017 [5]. 

In Norway, social enterprise is considered for 
boosting employment among socially disadvantaged 
groups. The problem is it would be more efficient if 
social enterprises in Norway included important 
areas such as social services, culture, education, the 
environment and health, providing new solutions to 
unsolved social challenges. So, Norway belongs to 
the first type of social entrepreneurship, which 
includes social enterprises that are established 
specifically for the employment of people from 
some groups of the population. 

Comparing the social entrepreneurship of 
Ukraine and Norway we should say that not only the 
concept of «social entrepreneurship» in Norway is 
significantly different.  

The detailed comparative characteristics of 
social entrepreneurship in Ukraine and Norway are 
presented in the table 2. 

Table 2 
Comparative characteristics of social entrepreneurship in Ukraine and Norway 

Comparison criterion Social entrepreneurship in Ukraine Social entrepreneurship in Norway 
Mechanisms for the 

implementation of the 
social entrepreneurship 

Individual entrepreneurs, private 
enterprises 

Community-basedorganizations, government 
projects 

 

Source of funding Mostly private funds (sponsorship, 
donations Public funds 

The role of government Insignificant role of the government 
The government is a key element in the 

development and financing of social 
entrepreneurship 
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Comparison criterion Social entrepreneurship in Ukraine Social entrepreneurship in Norway 
Legislative regulation 

of social 
entrepreneurship 

No No 

Main scope of 
application Education Employment of socially disadvantaged groups of 

people 
Innovations in social 

entrepreneurship No information No information 

Entrepreneurial profit 
(2016) 

(received by 23 social 
enterprises)EUR 28 304.6 No information 

Requirements for the 
establishment of social 

enterprises 
no special requirements no special requirements 

The comparative analysis of social 
entrepreneurship in Ukraine and Norway shows a 
certain polarity (difference) in the formation of 
mechanisms for the implementation of this type of 
entrepreneur ship and a significant role of the 
Norwegian government. The similarity is in the 
direction of solving social problems. 

Because of the lack of information on social 
entrepreneurship in the Scandinavian country, it is 
very difficult to determine the state of this activity. 
In the end, social entrepreneurship in Norway is to 
reduce unemployment among some groups of 
people, but it's hard to call such activities a real 
social entrepreneurship, since it has nothing to 
getting profit and innovating. 

Conclusion. Social entrepreneurship in modern 
realities is aimed at accelerating positive social 
changes by means of innovative methods, providing 
social entrepreneurs with profit. Social 
entrepreneurship is characterized by such main 
feature as solving of acute social problems in 
society, contributing not only to their elimination, 
but also qualitatively new development of the 
population's potential. A comparative analysis of the 
experience of Norway in social entrepreneurship 

showed that this activity does not fulfill its main 
goals, because it is aimed mainly at overcoming 
unemployment without an innovation component. It 
should be noted that since Norway is a country with 
a socialist-democratic model of development, most 
social projects are funded the state budget, therefore, 
social enterprises depend on government actions. In 
order to create a more prosperous picture of the 
system of social entrepreneurship in Ukraine we 
have to bring in a liberal model for social 
entrepreneurship development. 

Based on the mentioned earlier, we can 
stimulate the development of social entrepreneurship 
in Ukraine by: 

• adoption of the law on social entrepreneurship, 
which would define clear requirements for social 
entrepreneurship and create legal mechanisms for 
supporting social entrepreneurs; 

• creation of special crediting programs for 
attracting financial resources at the initial stage of 
development of social entrepreneurship; 

• launching entrepreneurial training programs 
for those who want to implement social 
entrepreneurship activities. 
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