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ECONOMIC JUSTIFICATION OF ENTERPRISE'S BUSINESS DECISIONS DURING THE
IMPLEMENTATION OF INNOVATIVE STARTUP PROJECTS

The article discusses some aspects of the current development of innovative entrepreneurship and the economic justification at enterprises of business
decisions on the implementation of start-up projects. It is emphasized that various upheavals, including the military actions that Ukraine is currently
experiencing, social conflicts, ecological cataclysms can stop the development of the economy of any country or push it back, and the driving forces
of the modern economy are intelligence, knowledge and new ideas. It has been proven that there is a positive trend in the development of
technological entrepreneurship through start-up activities and its impact on progress in Industry 4.0. The analysis of scientific sources showed that the
geography of research on innovative startup projects is very broad and covers almost all continents and most countries of the world, but the topic is so
relevant and multifaceted that it requires further scientific development. Some results of the study conducted by the Global Entrepreneurship Monitor
(GEM) for 2023-2024 were considered and conclusions were drawn regarding the relationship between the standard of living of the country's
population and the activity of its innovative entrepreneurial activity. It has been proven that innovative activity, although associated with high risks,
has potentially high profitability in the case of successful implementation of a startup project, which certainly attracts investors. Studying statistics
shows that when working in the field of innovative entrepreneurship, you should not be too optimistic, because about 90% of startups fail. It was
revealed that the main reasons for the failure of start-up projects are the lack/exhaustion of funding and the mismatch of the product to the market,
which emphasizes the need for careful justification of business decisions regarding the development and implementation of startups. Formalized and
non-formalized methods of making business decisions are analyzed. It was found that the financial and economic justification of a startup project
should contain information about initial costs, operating costs, income, profit, the amount of taxes, and the payback period of the project.
Keywords: innovative entrepreneurship; start-up projects; justification of business decisions; risks; profitability; investment
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EKOHOMIYHE OBIPYHTYBAHHSA BI3HEC-PIIIEHD IIJIITPUEMCTBA ITIJ] YAC PEAJIZALII
THHOBAIIMHUX CTAPTAII-ITIPOEKTIB

VY crarTi po3rIHYTO JesKi acleKTH Cy4acHOTO PO3BHTKY iHHOBAIiHHOTO MiANPUEMHHULTBA Ta KOHOMIYHOTO OOIPYHTYBAaHHS Ha IiANPHEMCTBAX
6i3Hec pillleHb CTOCOBHO peaizaiii crapramn npoektiB. HarojouryeTscs, mo pi3Hi MOTPSCIHHA, B TOMY YHCII BICHKOBI [ii, sIKi 3apa3 mepeKxuBac
Vkpaina, couiagbHi KOHGIIIKTH, €KOMOTivHI KAaTaKIi3MH MOXYTh 3y[HHHTH PO3BHTOK EKOHOMIKH Oyab-siKoi KpaiHW abo BigKMHYTH 1i Ha3ai, a
PYLIHHIMH CHJIaMH Cy4acHOI €KOHOMIKM € IHTeNeKT, 3HaHHSA Ta HOBI imeil. Bymo 1noBemeHO, IO ICHYE€ IIO3MTHBHA TCHJICHIIS PO3BHUTKY
TEXHOJIOTIYHOrO MiAMPHEMHHITBA Yepe3 CTapTam MisUlbHICTh Ta 1i BIUIMB Ha mporpec B IHmyctpii 4.0. AHami3 HayKOBHX [DKepeNn MOKa3aB, L0
reorpadist JOCIIHKEHb IHHOBAIIIMHUX CTAapTal-TIPOEKTIB JyXe IIHUPOKA 1 OXOILTIOE MPAKTHYHO BCI KOHTHHEHTH Ta OLIbLIICTH KpaiH CBITY, aje TemMa
HACTUIBKM aKTyaJlbHAa Ta OaraTorpaHHa, IO IOTpeOye IOJANbIIOi HAyKOBOI po3poOku. PosmisHyTo okpeMi pesynbratH pociiukeHHs Global
Entrepreneurship Monitor (GEM) 3a 2023-2024 poku Ta 3po0JIeHO BHCHOBKM IIOJIO B3a€MO3B’3KYy MiXK DPIBHEM JXHMTTS HAcCEJIE€HHS KpalHH Ta
AKTHBHICTIO HOTO 1HHOBAIIMHOI MiANPUEMHUIBKOT HisIbHOCTI. JOBEIEHO, 1110 iHHOBAMLiHHA JisIbHICTB, X0Y 1 MOB’sA3aHa 3 BUCOKMMH PU3HKaMHU, MAE
MIOTEHLI{HO BHCOKY NPHOYTKOBICTH Yy pa3i YCHINIHOI peai3amii cTapTan-poeKTy, Mo O0e3yMOBHO NPHBAOIIOE iHBECTOpIiB. BUBUEHHS cTaTHCTHKH
MOKa3ye, 110, Mpaniooun y chepi iIHHOBAIIHHOrO MiAIPHEMHHITBA, HE BapTO OyTH HaATO ONTUMICTUYHMM, ajke O1u3bko 90% cTapTamiB 3a3HAIOTH
Kpaxy. BusiBneHo, 110 OCHOBHMMH MPUYHUHAMHM TIPOBAJTy CTapTAI-NPOEKTIB € BiJCYyTHICTh/BUYEpNaHHs (DiHAHCYBaHHS Ta HEBIAMOBIIHICTD MPOAYKTY
PHHKY, IO TiJKPECIIOE HEOOXiTHICTH PETENBHOTO OOTPYHTYBaHHsS Oi3Hec-pilleHb IOA0 po3poOkm Ta peanmizamii crapramiB. IIpoanainizoBaHO
dhopmarizoBani Ta HehopManizoBaHi METOIM NPHHUHATTS Oi3Hec pimeHb. 3’scOBaHO, MO (GiHAHCOBO-EKOHOMiYHE OOTPYHTYBAaHHS CTAPTAM-TPOEKTY
Ma€ MIiCTHTH iH(GOpPMaIilO PO MOYATKOBI BUTPATH, ONEpPALiiHiI BUTPATH, JTOXOHU, NPUOYTOK, CyMy IOJATKIB, TEPMIH OKYITHOCTI IIPOEKTY.

Kuio4oBi cioBa: iHHOBaLiiHE [MiIIPHEMHUITBO; CTapTal IIPOSKTH; OOIPYHTYBAaHHS TOCHOJAPCHKUX pIllIeHb;, PH3HKH; NPHOYTKOBICTB;
iHBeCTHILIT

Introduction. Economic development is a complex
and contradictory process in which positive and negative
factors interact, and periods of progress are replaced by
periods of regression. Various upheavals, including the
military actions that we are currently experiencing in
Ukraine, social conflicts, environmental disasters can stop
the development of the economy of any country, or push
it back.

In traditional economics, countries' economic growth
was determined by the availability of natural resources
and the level of industrial production. The driving forces
of the modern economy are intelligence, knowledge and
new ideas. We are currently living in the era of Industry
4.0, which has fundamentally changed the way of doing
business and interacting with customers, moreover, the
world has begun an active movement to the next level of
this Industry, namely - 5.0. The role and importance of
start-ups in the processes of Industry 4.0 become
especially relevant in view of the level of costs and the
effectiveness of the changes that may take place. The task
is to develop technological entrepreneurship through start-

up activities and its impact on progress in Industry 4.0.
The world economy has been developing rapidly in recent
years, and in order to be competitive in the international
market, companies must create relevant innovative
products. Consequently, one of the effective areas of
economic growth can now be considered startups as a
progressive form of innovative entrepreneurship.

Actuality. Researching activities related to innovative
start-up projects and evaluating the potential success of
these activities will help investors to choose among a
large number of diverse projects safe for financing, and
enterprises - to attract funds through the ability to
convince investors. All this will contribute to the
revitalization of innovative entrepreneurship and have a
positive impact on the economic development trends of
the country.

Review of the recent literature and formulation
of the research problem. Today's challenges faced by
business require creative, innovative ideas, entrepreneurs
need to take risks, so this field of activity is of great
interest not only to businessmen, but also to scientists of
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various fields, primarily economists. Thus, the problems
of creating innovative startup projects and attracting
financial resources for their development are widely
studied both in Ukraine and abroad.

Scientists comprehensively consider this field of
activity, for example, they study startups as objects of the
investment process and generally pay attention to the
financial aspects of the development of an innovative
business environment, such as O.V. Chernyavska [1] and
L.O. Dobryk [2]. Many works are devoted to global
trends in the development of startups, such as articles by
N.M. Vnukova [3], and the activation of innovative
entrepreneurship in Ukraine, here it is worth noting
scientists O.l. Garafonova [4], M.V. Tymoshenko [5],
N.O. lvanchenko, O.S. Podskrebko [6] and others. The
works of such scientists as A.l. Sedykova [7], T.V. Sak,
N.A. Hrytsyuk [8], O. Linnyk, T. Kochetova [9] and
others are devoted to general theoretical aspects of
innovative  entrepreneurship and  startup  project
management. In addition, there are many studies on the
role of Ukrainian startups in the international market, etc.

The geography of research on innovative start-up
projects is very wide and covers almost all continents and
most countries of the world, various aspects of this topic
fall into the field of interest of foreign scientists, in
particular, start-ups are considered as engines of
economic development of countries, for example, these
issues are studied by M. Ressin[10], J. Szarek, J. Piecuch
[11], Gavin C. Reid, Julia A. Smith [12], A. Vonoga [13],
and others.

The conclusion to the analysis of literary sources will
be the statement that despite the wide and comprehensive
coverage of this topic, it is so relevant and multifaceted
that it needs further scientific developments.

The purpose of the study. The increase in innovative
activity of enterprises is due to the need to gain new
competitive advantages. In this context, it is worth
emphasizing that with the development of information
technologies and globalization, the concept of a startup is
spreading in all spheres of business. Startup is a new
business, the basis of which is the mandatory use of the
latest technologies that have not been used before, and
everything new carries great risks, so the decision to
invest in startup projects must be well-justified that is, it
is necessary to objectively and comprehensively evaluate
the potential of the idea. The purpose of justification a
startup will make it possible to determine the magnitude
of the prospects, reflected in monetary terms, and also to
predict how sustainable the startup is in terms of
investment attractiveness, determine its margin of
financial strength, and also how much the business
valuation will change if it develops while minimizing
certain risks.

Presentation of the main research material.
Entrepreneurial activity is a natural condition for the
functioning and development of the country's economy.
There are two models of entrepreneurial activity: classical
and innovative.

1. Traditional or  classical, reproductive
entrepreneurial activity, in which the entrepreneur seeks
to organize work with the aim of maximizing the return
on the resources invested in it.

2. The second model is an innovative, ground-
breaking business activity aimed at making a profit by
creating and actively spreading innovations in all areas of
business.

In contrast to classical entrepreneurship, innovative
entrepreneurship is completely based on the search for
and active use of new ideas, new solutions to meet
consumer needs, and non-trivial approaches to enterprise
development. Since this type of entrepreneurship is rooted
on innovation, the result of such activity is either a new
product, or a product with fundamentally new
characteristics or properties, or new technologies.

It is worth noting that the volume and quality of a
country's entrepreneurial activity directly affect the level
of well-being of its population. According to a study of 46
countries conducted by the Global Entrepreneurship
Monitor (GEM) for 2023-2024, these 46 countries were
divided into three groups by income level (table 1):

1. Level A: economies with a GDP per capita of over
$50,000;

2. Level B: economies with a GDP per capita
between $25,000 and $50,000;

3. Level C: economies with a GDP per capita of less
than $25,000 [14].

Table 1 - Income groups (2023)

Level A Level B Level C
>$50,000 $25,000-$50,000 <$25,000
Canada Argentina Brazil
France Chile China

Germany Croatia Colombia
Italy Cyprus Ecuador
Rep. Korea Estonia Guatemala
Luxembourg Greece India
Netherlands Hungary Iran
Norway Israel Jordan
Qatar Japan Mexico
Saudi Arabia Latvia Morocco
Slovenia Lithuania South Africa
Sweden Oman Thailand
Switzerland Panama Ukraine
United Arab Poland Venezuela
Emirates Puerto Rico
United Kingdom Romania
United States Slovak Republic
Spain
Uruguay
GEM is a project that thoroughly and

comprehensively studies global trends in entrepreneurial
activity, including innovative ones such as startups. By
the way, according to the GEM report, last year in 2023,
the UAE was recognized as the best country in the world
for opening and running innovative business enterprises.
Another interesting result of their research is that people
very often give up opportunities to develop innovative
ideas and create startups because of the fear of failure. On
average, two out of five people who see good
opportunities will not risk opening their own business
because of the fear of potential losses. This fear is
justified, as evidenced by statistics on the percentage of
successful and unsuccessful enterprises, especially in
recent times, given the uncertainty of the external factors
affecting the business.

The result of the research is interesting conclusions -
the dynamics of the number of people who know
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someone who has opened a business increases from
countries of level A and the highest indicator in countries
of level C. At the same time, the number of people who
believe that it is easy to open a business in their country is
the smallest in countries of level C and the largest in level
A countries. This indicates that in the economies of level
C countries, many people start businesses just to survive
because employment opportunities are limited compared
to countries of levels B and A. Thus, as the income of the
population increases, the need to start a business becomes
less, due to the fact that there are more employment
opportunities and better support systems [14]. But on the
other hand, the development of innovative
entrepreneurship ~ contributes  to  increasing  the
competitiveness of the country's economy and, as a
consequence, the standard of living. Entrepreneurship
was, is and will remain in the future the main driving
force of the country's economic development and one of

the priority tasks of state authorities and local
governments.  Supporting  the  development  of
entrepreneurship contributes to the stability and

development of any country, both in peacetime and in
wartime [15].

In recent years, under the influence of various factors,
the global business environment has acquired a new
qualitative state, which is generated by a combination of
the following properties: variability, uncertainty,
complexity and ambiguity. This is particularly
characteristic of the realities of Ukraine, especially
considering the active phase of the war, which has been
going on in the country for almost two and a half years.
Despite the complexity, the economies of countries and,
accordingly, individual enterprises as the main links of
the economy must work, but in such conditions there is a
decrease in the effectiveness of traditional approaches to
enterprise management, which are based on the relatively
slow development of market trends. Thus, the situation of
variability, uncertainty, complexity and ambiguity of the
environment requires a creative approach to business
design and management from enterprises. Adaptability,
organizational flexibility and operational efficiency of
business are ensured precisely by a creative approach to
its design and innovative development of these systems
[4].

Innovative activity, although associated with high
risks, has potentially high profitability in case of
successful implementation of the startup project, which,
of course, attracts investors. Thus, innovative companies
have been a promising industry for investment and
venture funds, business angels and other private investors
in recent years. The main goal of a startup is growth. By
scaling, the team captures new markets, increases the
number of customers and profits in general. But when
working in the field of innovative entrepreneurship, it is
not worth being too optimistic, because statistics show
that about 90% of startups fail. Among the reasons that
lead to failure, for example, an incorrectly selected team
is highlighted. The following are the top reasons for the
failure of startup projects: lack of/exhaustion of funding
and inadequacy of the product to the market.

Any business decision usually requires investment,
but at the same time there are alternative ways of using

these funds. Therefore, the decision should not be only
intuitive or emotional - economic justification of
economic decisions is required. A priori, it is known that
innovative activity, compared to other types of activity, is
more associated with risk, since there is practically no full
guarantee of a positive result. As a result, innovative
projects have a higher dependence on uncertainty factors,
which are the cause of risks.

Decision justification methods are usually used
comprehensively. This is determined by the presence of
formal and informal factors that create the situation.
These factors must be considered when making a final
decision.

However, in each specific case, priority is given to a
certain group of methods, the choice of which is
influenced by:

— scale of the problem to be solved (global and
local);

— long-term  (operational, tactical, strategic)
decisions;
— decision-making conditions  (certainty, risk,

uncertainty).

Looking at it from a slightly different angle, decision-
making methods may vary depending on the type of task
or problem being solved. Problems can be classified as
follows:

— standard problems that have a clear structure,
cause-and-effect relationships, analogues;

— well-structured problems that can be divided into
sub-problems, blocks of questions, for each of which
there is usually a set of solutions;

— poorly (ill) structured problems, in which
directions for solution and cause-and-effect relationships
are not always visible, and the problems themselves are
not formulated clearly enough;

— unstructured problems that usually have no
analogues, cause-and-effect relationships are not
completely clear, and solutions are not defined. A classic
example is natural and man-made disasters with large
social consequences.

All decision-making methods can be divided into two
large groups: formalized (mathematical) and informal
(heuristic).

Formalized methods based on obtaining the results of
quantitative calculations are used when solving standard,
well-structured and partially ill-structured problems to
evaluate solution options, select and justify the optimal
option. Formalized methods are based on fairly strict
formalized analytical dependencies, and this group
includes a large number of methods common in decision
theory.

Non-formalized methods are used when solving
complex semi-structured and unstructured problems to
generate solution options, analyze and evaluate them,
select and justify the best solution. Non-formalized
(informalized) methods are based on the description of
analytical procedures at a logical level, rather than on
strict analytical dependencies. These are methods of
expert assessments, scenario, morphological,
comparisons, etc. The use of these methods is
characterized by some subjectivism, since they are of
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great importance intuition, experience and knowledge of
the analyst. Informal decision-making methods are less
developed than formalized ones and are used primarily in
group decision-making. Much attention in these methods
is paid to organizing the work of the subject of group
decision-making, coordinating the opinions of group
members when choosing the final decision. Here are some
of the non-formalized methods:

— Brainstorming method

— Delphi method

— Scenario method

— Decision tree methods

— Bord and Pillar Method

— Associative method (free association method)

— Synectics method (Gordon method).

— Reverse thinking (inversion), etc.

All formalized methods are divided into four groups,
which are presented below.

1. Analytical methods are a purposeful organization
of methods and actions, which makes it possible to break
down a complex object into its components, examine
them and combine the obtained results with the help of
another logical method - the synthesis of a whole,
enriched with new knowledge.

2. Probabilistic-statistical methods — statistical data
analysis methods that are based on the use of information
about the past experience of the enterprise in a certain
field of activity and are implemented through the
collection, processing and analysis of statistical materials,
both obtained as a result of real actions and artificially
created by statistical modeling.

3. Mathematical methods encompass a variety of
methods used to quantitatively analyze the actual material
obtained in the research process.

4. Game-theoretic approaches are methods of
analyzing and modeling strategic behavior using
mathematical tools and concepts.

The classification of formalized methods of economic
decision-making is presented in Table 2.

Table 2 — Classification of formalized methods

Generalized name of the List of methods
group of methods

1. Analytical methods (used
in conditions when the
information on the situation
is fully defined and
unambiguous)

Economic analysis

Probability theory

Markov chain (Markov process)
Queuing theory

Dynamic Averaging Method, etc

Decision Matrix

Sequential analysis

Factor analysis

Statistical hypothesis test (Monte

2. Probabilistic-statistical

(suitable for making
decisions in conditions of
relative certainty of data on
the situation) Carlo method), etc

3. Mathematical methods | « Linear programming
(for solving problems with | « Nonlinear programming
several variables) * Dynamic programming
» Network planning, etc

4. Game-theoretic methods | < Statistical decision theory (Game
(are used in conditions of | with nature):

information uncertainty) 1) Criterion of pessimism;

2) Criterion of optimism;

3) Hurwitz criterion;

4) The Laplace criterion;

5) Regret criterion

* Game Theory

The fundamental point in evaluating a startup is that
any startup should be considered as a commercial project.
Such a project should be based on the principle of
supporting and increasing the capital of investors and
startup owners. Projects, the purpose of which is to
support and multiply invested capital, must be evaluated,
and they must be based on a market assessment that will
allow the most promising projects to be selected for the
investor. At the same time, the market valuation of a
startup should be understood as the most likely price at
which a traditional business or startup can be sold on the
open market under competitive conditions [1].

The financial and economic justification of the startup
project should contain information about start-up costs,
operating costs, income, profit, the amount of taxes, and
the payback period of the project.

Successively  overcoming the stages of its
development, a startup reaches the stage when it acquires
all the signs of a traditional business and can be integrated
into the structure of an operating enterprise, or continue
its existence as an independent economic unit that carries
out entrepreneurial activities in various types of economic
activity for the purpose of obtaining profit [2].

Conclusions and prospects for further research.
The article examines some aspects of the modern
development of innovative entrepreneurship and features
of the economic substantiation at enterprises of economic
decisions regarding the implementation of startup
projects. It is obvious that various shocks, including the
military actions that Ukraine is currently experiencing,
can stop the development of the economy of any country
or push it back, and the driving forces of the modern
economy are intelligence, knowledge and new ideas, that
is, there is a positive trend of economic growth due to
revitalization of technological entrepreneurship and
startup activity. It has been proven that innovative
activity, although associated with high risks, has
potentially high profitability in the case of successful
implementation of a startup project, which definitely
attracts investors, but at the same time, statistics show that
about 90% of startups fail. It has been established that the
financial and economic justification of a startup project
should contain information on initial costs, operating
costs, income, profit, the amount of taxes and the payback
period of the project.
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