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Abstract

Due to the significant impact of the consequences of the Covid-19 pandemic on the exit of entrepreneurs from
their businesses, it seems relevant to study the reasons for the termination of entrepreneurs' activities in various
countries. The purpose of the study is to assess the current level of exit of entrepreneurs from their businesses
in national economies in 2020. The opinions of entrepreneurs on the reasons for exit of business were studied.
The initial data were the results of a survey of entrepreneurs in 39 countries during the work on the project
"Global Monitoring of Entrepreneurship”. We evaluated four indicators that characterize the positive and
negative reasons for the termination of their activities by entrepreneurs. It is proved that the majority (56.3%)
of all entrepreneurs who stopped their activities did so for negative reasons, but not related to the Covid-19
pandemic. It is proved that more than a quarter (almost 28%) of all entrepreneurs who left their businesses
were forced to do so due to the negative consequences of the pandemic. It is shown that only one in six of
these entrepreneurs had positive reasons for leaving their businesses in 2020. Since the data describing the exit
of entrepreneurs from their businesses were considered, there were restrictions in 39 countries due to the lack
of information for the rest of the countries. Further research may be related to the assessment of the
consequences of the pandemic in 2021.

Keywords: Entrepreneurs. Termination of entrepreneurial activity. Pandemic. Global monitoring of
entrepreneurship. Normal distribution function.

AVALIACAO DA SAIDA DE EMPREENDEDORES DE SEUS NEGOCI’OS EM 2020
EM MEIO A UMA PANDEMIA: DADOS DE DIFERENTES PAISES

Resumo

Devido ao impacto significativo dos efeitos da pandemia do Covid-19 na saida de empreendedores de seus
negécios, parece relevante examinar as razdes para a interrupcdo das atividades de empreendedores em vérios
paises. O objetivo do estudo é avaliar a taxa atual de saida de empreendedores de seus negdcios nas economias
nacionais em 2020. As opinides dos empresarios sobre as razdes para a saida dos negécios foram estudadas. Os
dados iniciais foram os resultados de uma pesquisa com empresarios em 39 paises durante o trabalho no projeto
Global Entrepreneurship Monitoring. Avaliamos quatro indicadores que caracterizam as razdes positivas e
negativas para os empreendedores interromperem suas atividades. Esta provado que a maioria (56,3 %) de todos
0s empresarios que pararam de operar o fizeram por raz6es negativas, mas ndo relacionadas a pandemia do Covid-
19. Esta provado que mais de um quarto (quase 28 %) de todos os empreendedores que deixaram seus negocios
foram forcados a fazé-lo devido aos efeitos negativos da pandemia. Foi demonstrado que apenas um em cada seis
desses empreendedores tinha razdes positivas para deixar o negécio em 2020. Como os dados que descrevem a
saida de empreendedores de seus negdcios foram revisados, 39 paises introduziram restricdes devido a falta de
informacdes sobre o restante dos paises. Futuras pesquisas poderiam avaliar os efeitos da pandemia em 2021.

Palavras-chave: Empresarios. Cessacdo das atividades empresariais. Pandemia. Monitoramento global do
empreendedorismo. Fungdes de distribuicdo normal.

ESTIMACION DEL ABANDONO DE NEGOCIOS DE EMPRESARIOS EN 2020 EN
MEDIO DE UNA PANDEMIA: DATOS DE DIFERENTES PAISES

Resumen

Debido al impacto significativo de los efectos de la pandemia de Covid-19 sobre el abandono de negocios por
parte de empresarios, parece oportuno estudiar las razones del cese de las actividades de los empresarios en varios
paises. El objetivo del estudio es evaluar la tasa actual de abandono de negocios de propiedad de empresarios en
las economias nacionales en 2020. Se examinaron las razones de abandono de los negocios a partir de las propias
las opiniones de los empresarios . Los datos de referencia fueron resultado de una encuesta realizada a empresarios
de 39 paises, durante el proyecto de monitoreo global de la iniciativa empresarial. Evaluamos cuatro indicadores
que caracterizan las razones positivas y negativas por las cuales los empresarios interrumpieron sus actividades .
Estd comprobado que la mayoria (56,3 %) de todos los empresarios que dejaron de operar lo hicieron por razones
negativas, pero no relacionadas con la pandemia de Covid-19. Se ha demostrado que més de una cuarta parte (casi
el 28 %) de todos los empresarios que abandonaron sus negocios se vieron obligados a hacerlo debido a los efectos
negativos de la pandemia. También fue desmostado que solo uno de cada seis de estos empresarios tenia razones
positivas para abandonar el negocio en 2020. Debido a que se revisaron los datos que describen la salida de los
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empresarios de sus negocios, se impusieron restricciones en 39 paises debido a la falta de informacion sobre el
resto de los paises. Estudios futuros podrian evaluar de los efectos de la pandemia en 2021.

Palabras clave: Empresarios. Cese de actividades empresariales. Pandemia. Monitoreo global del
emprendimiento. Funciones de distribucion normal.

INTRODUCTION

A distinctive feature of entrepreneurial activity in 2020 was the problems that arose in
this sector of the economy in the absolute majority of countries due to coronavirus infection
(Covid-19), declared a global pandemic by the World Health Organization (CUCINOTTA,;
VANELLLI, 2020). The pandemic has had a significant impact not only on people's health, but
also caused a multifaceted shock in their social and economic life. The negative consequences
of the pandemic are associated with a sharp decline in domestic consumption in most
economically developed and developing countries, due to limited mobility of the population. In
addition, there is a significant decrease in investment, as the pandemic has caused a decrease in
optimistic views on the business activity of entrepreneurs in the future. Accordingly, the
aggregate demand decreased, which reduced the need for goods produced by entrepreneurs and
services provided by them. All this predetermined the violation of industrial and economic
relations (KRUKOWSKI; DETIENNE, 2021; MARTIN et al., 2020; MURAKAMI et al.,
2021). The importance of these links for the normal operation of the economy is noted in many
works.

According to the scientific research carried out, entrepreneurs working in industries
related to personal contacts, as well as complex logistics, have suffered the most from the
consequences of the pandemic (DE LA FUENTE, 2021; NICOLA et al., 2020; SICHE, 2020;
AMANKWAH-AMOAH et al., 2021; BUHEJI et al., 2020). These industries include retail
trade in industrial goods, transport, tourism, public catering, personal services, and recreation.
Entrepreneurs specializing in these types of activities found a sharp drop in income while
maintaining most expenses, which led to a significant deterioration in their financial situation.
It should be noted that the negative consequences also affected the suppliers and customers of
the most affected entrepreneurs. That is, there were serious failures in the production and
distribution chains. This was especially evident in the globalized sectors of the economy, since
along with the above reasons, a certain impact on these sectors was caused by a decrease in the
level of accessibility of a number of countries and regions due to the restrictions imposed.

Currently, there is limited information on how the pandemic and related policy decisions
affect the closure of businesses. Taking this into account, our article examines the impact of the
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Covid-19 pandemic on the exit of entrepreneurs from their activity in different countries. We
are responding to calls (ADAM; ALARIFI, 2021; LELAND et al., 2021; VITENU-SACKEY;
BARFI, 2021) to reduce the existing uncertainty and to obtain objective and reliable
information about the current situation with the exit of entrepreneurs from business for various
reasons, including the impact of the Covid-19 pandemic. The availability of such information
iIs required for the preparation of justifications and the development of measures to reduce the
negative impacts of the consequences of the pandemic.

The purpose of the study is to assess the current level of exit of entrepreneurs from their
businesses in national economies in 2020. The article makes the following contributions to
scientific publications. The article provides an assessment of the distribution by country of three
main reasons for the termination of their activities by entrepreneurs. Shares of the total number
of entrepreneurs who have left their businesses are estimated for the termination of activities
due to positive reasons, negative reasons unrelated to the pandemic and negative reasons due
to Covid-19. Thus, along with the study of the traditional reasons for the termination of
entrepreneurs' activities, the article provides fundamentally new information about the impact
of the pandemic on the exit of entrepreneurs from their businesses in 39 countries that are
geographically located in Europe, Asia, Africa, Latin and North America.

The article is organized as follows. The second section presents the methodology, initial
data and design of the study. Third section shows the results of a computational experiment
(building models), and their discussion, as well as a comparison of indicators for Russia and

other countries. The last section contains the conclusions obtained from the results of the study.

METHODS AND MATERIALS

In the article by Shane; Venkataraman (2000), entrepreneurs are considered as people
who create new enterprises and organizations, or own existing businesses. At the same time,
entrepreneurs should participate in the current work, make decisions and take into account the
level of risk associated with the functioning of their company. Rebuilding resources in a new
way, entrepreneurs are engaged in creative activities.

The problem of entrepreneurs’ exit from previously created businesses, considered in
our article, is, according to a number of authors (BOBELYN et al., 2021; DE TIENNE, 2010)
the least studied problem in the theory of modern entrepreneurship. At the same time, some
aspects of this problem have been considered in a number of publications. In particular, the
article (PINKOVETSKAIA et al., 2020; JANSEN, 2020) studied the exit of entrepreneurs from
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their businesses by selling, that is, receiving money. Often, this method is used by entrepreneurs
working in niche markets, from which competing firms try to acquire a business even with a
significant premium (RIAR et al., 2021). The sale of a business is especially relevant for
entrepreneurs who want to minimize their risk in the future. The sale of a business allows an
entrepreneur to turn the costs of his labor and intelligence into specific income (WENNBERG,;
DE TIENNE, 2014; SARASON, 2018). According to Kumming (2008), the sale of a business
seems to be a fairly profitable option for the entrepreneur to terminate his activity. In the works
Luzzi; Sasson (2016), Marjanski; Sulkowski (2019), Doern et al. (2018), such a variant of
entrepreneurs’ exit from their businesses as transferring them to family members (often
children) is investigated. Both the sale of their business and the transfer to family members are
associated with the so-called positive reasons for the termination of entrepreneurs' activities.
The retirement of entrepreneurs can also be attributed to this option, as indicated in the study
(MORRIS; SOLEIMANOF, 2020).

At the same time, there is a significant number of entrepreneurs who leave their business
for negative reasons. These reasons are divided into external and internal. External causes are
caused by global and local crisis phenomena in the economies (EGELN, 2010), changes in the
institutional sphere, as well as problems in the sales markets of goods and services produced by
entrepreneurs (KOLADKIEWICZ; WOJTYRA, 2016; ALDRICH, 2015). The main internal
reasons for the exit of entrepreneurs from their businesses, according to researchers, are the
difficulties of implementing the set goals (HSU et al., 2016), difficulties in managing
production processes (PARASTUTY et al., 2016; CARDON et al., 2011), lack of financial
resources (WALSH; CUNNINGHAM, 2016), as well as low production efficiency
(UCBASARAN et al., 2012).

The types of economic activities that have been most affected by the effects of Covid-
19 are arts and entertainment, personal services, restaurants and bars, tourism. Accordingly, as
indicated in the article (BARTIK; BERTRAND; CULLEN; GLAESER; LUCA, 2020),
entrepreneurs related to these types of activities have mostly stopped their business due to the
pandemic.

Taking into account the above, our study considered three reasons for entrepreneurs to
exit their businesses. Our study was based on the assessment of the following indicators that
characterize three possible reasons for entrepreneurs to stop their activities in different
countries, as well as an indicator that characterizes the ratio of the shares of entrepreneurs who
left the business for reasons related to the pandemic and not related to it:

- the share of entrepreneurs who stopped their activities for positive reasons;
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- the share of entrepreneurs who stopped their activities for negative reasons not related
to the pandemic;

- the share of entrepreneurs who stopped their activities for negative reasons due to the
Covid-19 pandemic;

- the ratio of the shares of entrepreneurs who stopped their activities due to negative
reasons caused by the Covid-19 pandemic and not related to this pandemic.

The initial data were the results of surveys of entrepreneurs in 39 countries about the
reasons for their exit from their businesses. The results of the surveys were presented in the
report on the Global Entrepreneurship Monitoring Project (2021). List of these countries, for
which data was collected, is below: Cyprus, Germany, Greece, Italy, Latvia, Luxembourg,
Netherlands, Norway, Poland, Russian Federation, Slovak, Slovenia, Spain, Sweden,
Switzerland, United Kingdom (Europe), India, Iran, Israel, Kazakhstan, Kuwait, Oman, Qatar,
Republic of Korea, Saudi Arabia, Taiwan, United Arab Emirates (Asia), Angola, Burkina Faso,
Morocco, Togo (Africa), Brazil, Chile, Colombia, Guatemala, Panama, Uruguay (Latin
America), Canada, United States of America (North America). In total, a survey of 140
thousand people was conducted, and at least two thousand respondents participated in each of
the countries. Each of them, expressed their opinion about what was the reason for his exit from
the business.

The study consisted of five stages. The first stage was associated with the formation of
empirical data describing the opinion of entrepreneurs about the reasons for leaving their
businesses. At the second stage, the values of the four above-mentioned indicators were
evaluated. The third stage was aimed at determining the average values for the countries under
consideration for each of the indicators and establishing the ranges in which the values of the
indicators characteristic of most countries were located. The fourth stage was associated with a
comparative analysis, which made it possible to identify countries with minimum and
maximum values of indicators. The fifth stage allowed us to compare the values of indicators
for Russia and other countries.

The conducted research included testing of three hypotheses:

- the first hypothesis is that the pandemic caused by Covid-19 was one of the main
reasons for the exit of entrepreneurs from their businesses;

- the second hypothesis is that there are significant differences in the values of each of
the four indicators under consideration for different countries;

- the third hypothesis is that the geographical location of states does not significantly

affect the maximum and minimum values of indicators;
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- the fourth hypothesis is that the income of the population in the states does not
significantly affect the maximum and minimum values of the indicators.

In the course of the research, economic and mathematical modeling of the initial
empirical information was carried out. As such models, we use the density functions of the
normal distribution (PINKOVETSKAIA, 2015; PINKOVETSKAIA et al., 2021).

The general form of the density function of the normal distribution is as follows:

7(x7m)2
.e 2xoxo (l)

(X)—L
Y = e T2n ’

where X - the indicator whose distribution we are studying;

m - the average value of the indicator for all observed objects;

o - the mean square (standard) deviation.

The obtained functions allow us to estimate not only the average values of indicators
describing the share of the number of entrepreneurs who left their businesses for various reasons
in the countries under consideration, but also the values of standard deviations. It should be
noted that the specified values are used to calculate the boundaries of the ranges in which the
values of indicators characteristic of the majority (68%) of states are located. At the same time,
the characteristics of the lower limits of the ranges in terms of indicators are equal to the
difference between their average values and standard deviations, and their sum corresponds to
the upper limit of the range.

RESULTS

In the process of economic and mathematical modeling based on empirical data was
built functions (y), describing the density of the normal distribution of each of the four
considered parameters (x):

- the share of entrepreneurs, ceased operations on positive reasons

23408 (a8’
-e

2x8.93x8.93 . (2)

X)=————
¥1(4) 8.93x+/27 ’

- the share of entrepreneurs, ceased operations on negative reasons not related to the

pandemic

—(x,-56.33)2
2220 16.49x/27 ’
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- the share of entrepreneurs, ceased operations on negative reasons due to the pandemic,
Covid-19

417.86  Ceze”

2x17.87x17.87 .
€ (4)

X =
Y2 (%) 17.87x~/27 ’

- the ratio of the shares of entrepreneurs who stopped their activities due to the reasons

caused by the Covid-19 pandemic and not related to this pandemic

2
Ya(X,) = 1365 'e% - ®)
0.45x~/27

The quality control of functions (2)-(5) based on the Shapiro-Wilk, Pearson and

Kolmogorov-Smirnov criteria showed that all these functions approximate the empirical data
well.

The constructed functions allowed us to determine the values of indicators describing

various reasons for entrepreneurs to exit their businesses in 39 countries. These indicators are

summarized in Table 1. Its second column shows the average values for countries, and the third

column shows the ranges in which the values of indicators for most countries are located.

Table 1 - Values of indicators characterizing the reasons for the termination of their activities by entrepreneurs

] Average Values for most
Indicators .
values countries
1 2 3
the share of entrepreneurs, ceased operations on positive
15.65 6.72-24.58
reasons, %o
the share of entrepreneurs, ceased operations on negative
) 56.33 39.84-72.82
reasons not related to the pandemic, %
the share of entrepreneurs, ceased operations on negative
27.85 9.98-45.72

reasons due to the pandemic, Covid-19, %
the ratio of the shares of entrepreneurs who stopped their
activities due to the reasons caused by the Covid-19 0.54 0.09-0.99

pandemic and not related to this pandemic

Source: Calculated by authors using functions (2)-(5).

The data shown in the table shows that a relatively small proportion (slightly less than
16%) of entrepreneurs who left their businesses did so for positive reasons. That is, about one
in six entrepreneurs stopped their activities in connection with the sale of the business, its

transfer to family members or retirement. The absolute majority (more than 84%) of

Revista Formagédo (Online) ISSN: 2178-7298  E-ISSN: 1517-543X  v.29 n.54 2022 p.387-402 394



Assessment of the exit of entrepreneurs from their business in 2020 in the context of luliia Pinkovetskaia
pandemic: different countries data

entrepreneurs left their businesses for negative reasons. Accordingly, five out of every six
entrepreneurs indicated the negative nature of the reasons that led to the termination of their
activities. At the same time, more than 56% of all entrepreneurs who left their businesses did
not connect their decisions with the Covid-19 pandemic. At the same time, more than a quarter
of all entrepreneurs (almost 28%) who stopped their activities in 2020 cited the consequences
of the global economic crisis caused by the consequences of the pandemic as the main reason
for this. Thus, the first hypothesis that the pandemic was one of the main reasons for the exit of
entrepreneurs from their businesses, was confirmed.

To test the second hypothesis about the differentiation of indicators by state, an analysis
of the scope of variation of each of the indicators presented in Table 2 was carried out. The
variation indices for each of the indicators are given below:

- the share of entrepreneurs who stopped their activities for positive reasons — 57%;

- the share of entrepreneurs who stopped their activities for negative reasons not related
to the pandemic — 29%;

- the share of entrepreneurs who stopped their activities for negative reasons due to the
Covid-19 pandemic — 64%;

- the ratio of the shares of entrepreneurs who stopped their activities due to the reasons
caused by the Covid-19 pandemic and not related to this pandemic — 83%.

The values of the variation indices showed the presence of a significant differentiation
across the countries of all four indicators. Therefore, the third hypothesis was confirmed.

The fourth stage was associated with the identification of groups of countries that were
characterized by the minimum and maximum values of each of the indicators. At the same time,
the maximum and minimum values are those, respectively, exceeding the upper limits of the
ranges shown in the third column (Table 1) and less than the lower limits of the ranges. The
results of this analysis are shown in Table 2. Along with the lists of countries, this table also
presents a division of the identified countries by their geographical location and income level
of the population.
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Table 2 - Characteristics of the countries where the maximum and minimum indicators were noted

) ) ) ) Income of the
Indicators Countries Geographical location )
population
1 2 3 4
With the maximum values of indicators
Norway - 30,00% Europe High
Netherlands-31.37% Europe High
Sweden-35.48% Europe High
Slovenia - 37.50% Europe High
Luxembourg - 53.85% Europe High
the share of . .
Canada -26.74% North America High
entrepreneurs, ceased .
) . Germany — 25.00% Europe High
operations on positive _ _ _
With minimal values of indicators
reasons, % i _
India - 4.26% Asia Low
Panama - 4.65% Latin America High
Kazakhstan - 4.79% Asia Average
Morocco - 5.00% Africa Low
Togo - 5.38% Africa Low
Kuwait - 5.65% Asia High
Guatemala — 6.25% Latin America Average
With the maximum values of indicators
Morocco-73.33% Africa Low
Taiwan-73.33% Asia High
Burkina Faso - 78.57% Africa Low
Italy - 80.00% Europe High
Iran - 82.93% Asia Low
the share of ]
Kazakhstan - 80.84% Asia Average
entrepreneurs, ceased . ]
) ) Israel - 82.93% Asia High
operations on negative ) . .
Republic of Korea-86.49% Asia High
reasons not related to the i _ _
] With the minimum values of indicators
pandemic, %
Saudi Arabia - 25.00% Asia High
Poland - 29.41% Europe High
Panama - 31.78% Latin America High
Kuwait - 33.87% Asia High
Luxembourg - 34.62% Europe High
Chile - 35.63% Latin America High
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Colombia-35.63% Latin America Average
India - 36.17% Asia Low
With the maximum values of indicators
Colombia-45.98% Latin America Average
Togo - 49.46% Africa Low
Poland - 50.00% Europe High
Chile - 57.47% Latin America High
share of entrepreneurs, Kuwait - 59.68% Asia High
ceased operations on Saudi Arabia - 60.87% Asia High
negative reasons due to India - 61.70% Asia Low
the pandemic, Covid-19, Panama - 63.57% Latin America High
% With the minimum values of indicators
Iran - 5.00% Asia Low
Israel - 4.88% Asia High
Norway - 5.00% Europe High
Taiwan - 6.67% Asia High
Republic of Korea - 8.11% Asia High
Sweden - 9.68% Europe High
With the maximum values of indicators
Cyprus - 1.08 Europe High
Colombia - 1.29 Latin America Average
Chile -1.61 Latin America High
the ratio of the shares of Poland - 1.70 Europe High
entrepreneurs who India-1.71 Asia Low
stopped their activities Kuwait - 1.76 Asia High
due to the reasons caused Panama - 2.00 Latin America High
by the Covid-19 Saudi Arabia - 2.43 Asia High
pandemic and not related With minimal values of indicators
to this pandemic Iran - 0.05 Asia Low
Israel - 0.06 Asia High
Norway - 0.07 Europe High
Taiwan - 0.08 Asia High
Republic of Korea - 0.08 Asia High
Source: Generated by the authors using data from Table 1.
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Table 2 provides information on the territorial location of countries with the maximum
(column 2) and minimum (column 3) values of each of the four indicators evaluated in our
study. The analysis of this information showed that the countries with the maximum and
minimum values of indicators are located in different parts of the world and are characterized
by different values of income of the population. The only exception is the group of countries
with the highest values of the exit rate from business for positive reasons. Consequently, the
third hypothesis was fully confirmed, and the fourth hypothesis was partially confirmed.

It should be noted that based on the geographical location of the countries listed in Table
2, it can be concluded that, with the exception of two groups of countries, they are
geographically located in different parts of the world. The exception is the countries with the
highest values of the indicator of positive termination of business activity, which are located in
Europe and North America. In addition, the countries with the lowest values of the business
termination indicator for negative reasons due to the Covid-19 pandemic are located in Europe

and Asia.

CONCLUSIONS

The paper presents the results of a study of the reasons for the exit of entrepreneurs from
their businesses in 39 countries in 2020. The purpose of the study, which was to assess the
reasons for the termination of entrepreneurs' activities in modern national economies, was
achieved. The authors contribution, which has scientific novelty and originality, is as follows:

1. A methodological approach is proposed and implemented to assess the distribution
of the values of four indicators across countries that characterize various reasons for
entrepreneurs leaving their businesses using the density functions of the normal distribution.

2. It is proved that the majority (56.3%) of all entrepreneurs, ended its activity, did it for
negative reasons, however, not related to the pandemic Covid-19.

3. It is proved that more than a quarter (nearly 28%) of all released from their businesses
entrepreneurs were forced to do this due to the negative consequences of the pandemic.

4. It is shown that only one in six of these entrepreneurs had positive reasons for leaving
their businesses in 2020.

5. It is shown that the values of each of the four indicators had significant differences
across countries.

6. For each of the indicators, countries with maximum and minimum values of indicators

are identified.
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7. It is shown that the countries with the maximum and minimum values of indicators
are located in different parts of the world and are characterized by different amounts of income
of the population.

Similar conclusions follow from previously published scientific studies (FAIRLIE,
2020; METZGER, 2010).

The results of our work have a certain theoretical and practical significance for
governments, entrepreneurs and the economically active population. The methodological
approach presented in the article can be used to assess the impact of the Covid-19 pandemic on
the indicators of entrepreneurs ' termination of their activities in 2021.

Since the data describing the exit of entrepreneurs from their businesses in 39 countries
were considered, there were restrictions associated with the lack of information for the rest of
the countries.

Further research may be related to the assessment of the consequences of the pandemic
in 2021.
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