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ANNOTATION

The article provides a comparative analysis of the definition
of a small business in Ukraine and other countries of the world.
The basic legal principles of activity of small business subjects,
their peculiarities of taxation are considered, the value of small
enterprises in the market economy is assessed. The author also
examines national and European lending and small business de-
velopment programs. Measures that will promote the development
of the national sector of small enterprises are proposed.
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AHOTALIA

B cTaTTi npoBefeHo NOPiBHAMNBHWI aHarni3 BU3HAYEHHs Maso-
ro nignpvemctea B YkpaiHi Ta iHWKUX KpaiHax CBiTYy. Po3rnsHyTo
OCHOBHI NpaBoBi 3acagu AisAnbHOCTI cy6’ekTiB Manoro 6GisHecy,
0cobnNMBOCTI iX ONoAaTKyBaHHs!, HaJaHO OLHKY 3HAYEHHSI Manmx
niaNPUEMCTB Yy PUHKOBIA €KOHOMILi. ABTOPOM TaKOX PO3IMSIHYTO
HaLjioHanbHi Ta EBPONENCHKi MPorpaMm KpeanTyBaHHS Ta PO3BUTKY
maroro 6isHecy. 3anponoHoBaHO 3axoau, WO CNpUSTUMYTb PO3-
BUTKY HaLiOHAnNbHOro cektopa Manwvx nignpuemMcTs.

Knrouosi cnosa: mane nianpuemcTBo, cTaBka NoAaTky, pos-
BWTOK, BiACOTKM NO KpeamTax, po3mip npubyTKy.

AHHOTALMUA

B cratbe npoBedeH CpaBHUTEMbHLIN aHanu3 onpeaeneHus
Marnoro npeanpuatua B YkpauHe u Opyrux ctpaHax mupa. Pac-
CMOTPEHbl OCHOBHbIE NPABOBbIE MPUHLMMbI AeSTENbHOCTH CyOb-
eKTOB Manoro 6usHeca, 0COOEHHOCTU X HarnoroobnoxeHus, gaHa
OLIeHKa 3HA4YeHWs Manbix NPeanpuATUA B PbIHOYHOW SKOHOMKKE.
ABTOPOM TaKke PacCMOTPEHbl HaLMOHasrbHble W eBponenickue
nporpaMmmbl KPeAMTOBaHWSA 1 pa3BuTUsa manoro 6usHeca. MNpeano-
XEHbI MEPONPUATUS, CNOCOBCTBYHOLLME PA3BUTUIO HALIMOHANBHOTO
ceKTopa ManblX NPeAnpUSTUIA.

KnioueBble crnoBa: manoe npegnpustue, cTaBka Hanora,
pa3BuTUE, NMPOLIEHTLI MO KpeauTam, pasmep npubbinu.

Formulation of the problem. Many laws reg-
ulating small business have been developed in
Ukraine, but there is still no single approach to de-
fining the concept of “small business”. More than
90% of all enterprises are small in Ukraine and in
the world but, in our country, there is a sharp issue
of support for this particular sector of the economy.

Analysis of recent research and publications.
The problem of state support for small business-
es is researched in the scientific works of promi-
nent Ukrainian scholars: Varnalij Z.S., Vasiltsev
T.S., Pokrykush T.G. [1], Polischuk O.V. [2] Mod-
ern Ukrainian scientists have studied the gen-
eral characteristics of the functioning of small
business in a transition economy. The question
of the need to support this industry by the state
apparatus is revealed. However, today the prob-
lem of small business support is complicated by
the global financial and economic crisis.

The purpose of the article. To analyse the cri-
teria for identifying small enterprises in Ukraine
and other countries of the world. To identi-
fy features of taxation for small businesses.
To study the experience of developed countries in
supporting small business. To identify the main
problems facing the development of this sector
of the economy in Ukraine and propose ways to
solve them.

The Basic legal documents that regulate
the activity of enterprises are: the Commercial
Code of Ukraine from 16.01.2003 Ne 436-1V, Law
of Ukraine “On State Registration of Legal Enti-
ties and Physical Persons — Businessmen” from
15.05.2003 Ne 755-1V, the statute of enterprise,
collective agreement.

The Commercial Code of Ukraine regulates
the order of creation, registration, liquidation,
and reorganization of enterprises; exposes gen-
eral principles of management of an enterprise
and self-government of labour team; examines
the mechanism of formation and use of proper-
ty of enterprises; determines types of economic
and social activity of enterprises; fixes rights
and responsibility in economic activity; regulates
relationships with other firms and the state.

An enterprise is considered created and ac-
quires rights for legal personality from the day
of its registration. By separate types of activ-
ity, an enterprise can occupy only on the basis
of the special permission (licenses). An enterprise
operates on the basis of the statute.

According to p. 3 item 55 of the Commercial
Code of Ukraine, small enterprises (not depend-
ing on the pattern of ownership) are enterpris-
es and physical persons — businessmen who in
a financial year have the following indicators:
the middle-counted quantity of employees does
not exceed 50 persons; the volume of gross receipt
from realization of products (works, services)
does not exceed 10 million euro after the average
annual course of the National Bank of Ukraine.
Microenterprises have up to 10 workers and prof-
it in an equivalent no more than 2 million euro.
Large are enterprises with a profit of over 50 mil-
lion euro and over 250 person staff [3].

If to appeal to European classification, com-
patible determination of small enterprise will be
not found. A basic criterion is a number of em-
ployees [2, p. 135].
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In Israel, small- and medium-sized business is
divided into a few categories. Small businessmen
can retain up to 5 workers and have profit to
2 million shekels (480 thousand euro). Small busi-
ness — to 20 workplaces and profit up to 10 mil-
lion shekels (2,4 million euro), medium enterpris-
es have up to 100 workplaces and to 100 million
shekels profit. In Israel, priority is the amount
of profit considered, for example, if an enter-
prise has more than 100 workers, but the volume
of profit is less than 100 million shekels, it will
be considered as a medium entity.

In some countries, the criterion of small en-
terprises, except the number of workers, is also
the amount of profit. In Japan, the classification
for large enterprises, small and medium depends
on the brunch of the industry (Table 1) [4, p. 3].

To the category of medium enterprises in de-
fensive industry, in building, on a transport, in
connection, communal economy, production, be-
long legal independent companies with a number
of employees to 300 persons or by the amount
of the stated capital to 300 million yen 2,3 mil-
lion euro), in the wholesale — to 100 persons
or to 100 million yen capital (762,8 thousand
euro) [4, p. 3], in service business — to 100 per-
sons or to 50 million yen, in a retail business —
to 50 persons or to 50 million yen of capital. Small
enterprises are considered as firms with a number
of employees to 20 persons in production branch,
in other industries — to 5.

The International Organization for Econom-
ic Cooperation and Development uses quantity
of employees as the main criterion of classifica-
tion. On the basis of this criterion, it determines
firms with a number of employees to 19 persons —
as small, to 99 — as small, from 100 to 499 — as
medium, from 500 persons — as large. A similar
situation in relation to the quantitative criteria
is observed in the USA. By Federal law about
small business: small is a firm that has one or
a few proprietors, with a number of employees
of 500 persons or less, by the size of assets of up
to 5 million dollars and by an annual income of to
2 million dollars. From data of Administration
of small business, all enterprises, including enter-
prises of small business, depending on the quantity
of the workers hired are divided into such groups:
the micro business — 1-24 persons, small — 25-99,
medium — 100-499 persons. So, in Great Britain,

by law about companies, a firm that has two out
of three offered criteria is a small business entity:
turnover not more than 2,3 million euro; assets
are no more than 1,5 million euro; a middle quan-
tity has no more than 50 persons [5].

Analysing the criteria of determination for
small enterprises in the world practice, it is
possible to make a summarizing conclusion that
small enterprises are considered with the num-
ber of employees of 50-100 persons, including mi-
croenterprises up to 20 persons. An enterprise is
unanimously considered as large if the number
of stuff is over 500 persons.

The legislation of Ukraine gives wide rights
in relation to the creation of small enterprises.
As founders of them, there can be leasing, col-
lective, joint ventures, cooperative stores, joint-
stock companies and other enterprises and organ-
izations, and also citizens, members of families,
other persons.

Small enterprises are a widespread and effec-
tive form of doing business. They have many lines
that cannot be inherent to the large enterprises.
A small enterprise is capable of reacting faster
on the state of affairs in the market and thus
gives necessary flexibility to the market econo-
my. This small business characteristic is gained
by the special value in modern terms, when rapid
individualization and differentiation of consumer
demand, acceleration of scientific and technical
progress, expansion of manifest of goods and ser-
vices take place.

In addition, small business mobilizes
the considerable financial and productive resourc-
es of the population (including labour and raw
material) that in its absence would not be used.
About possibilities of small business testifies
the experience of the industrially developed coun-
tries. 90-95% of the entities and 40-60% of GDP
are the share of small business here. A special
role is played by a small enterprise in the branch
of services and trade. For comparison: in Ukraine
in 2016 small enterprises constituted 95%
of the total number of the entities, it is more than
247 thousand subjects of managing (including
the micro entities — 80.8%), and a part of goods
which is sold by them constituted 18.9 and 5.8%.
They created only 15% of GDP [6].

Substantially small business influences the for-
mation of a competitive environment that is very

Table 1

Classification of small- and medium-sized enterprises in Japan

Medium-sized enterprises Small-si'zed
. enterprises
Ne Business type -
stated capital, number number

million yen or less of employees of employees
1 | Manufacturing industry and others 300 300 20
2 | Wholesale trade industry 100 100
3 | Service industry 100 50
4 | Retail trade industry 50 50
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important for our high-monopolized economy.
A small enterprise is antimonopoly on its nature.
It shows up in the different aspects of his func-
tioning. From one side, because of a great number
of functioning entities and their high dynamics,
small business yields a fewer measure monopoli-
zations, than large enterprises. On the other side,
a small enterprise comes forward as a perceptible
enough competitor that undermined monopolis-
tic positions of large corporations. Exactly this
quality of small business, by the way, played in
the industrially developed countries an outstand-
ing role in realizing, and in overcoming of pecu-
liar to the big business tendency to monopoliza-
tion and delaying of technical progress.

A large role of small business is in the real-
ization of breakthroughs in many important di-
rections of scientific and technical progress, first
of all in industries of electronics, cybernetics,
and informatics. In the USA, small business
creates close to 50% of science and technology
developments [2, p. 135]. It is difficult to over-
estimate the value of this business for our econ-
omy because of having, in particular, a necessity
of cardinal structural alteration of the economy
and wide development of conversion process.

Development of small business also comes for-
ward as an effective factor that softens social ten-
sion and assists democratization of market rela-
tions, because it is a fundamental basis of forming
of “middle class”, and easing of peculiar to the mar-
ket economy tendency to social differentiation.

All properties of small enterprise, which are
marked higher and other, testify convincingly that
its development is a mighty factor of reformation
of the economy: the creation of socially orient-
ed market mechanism, overcoming of the present

crisis and providing of preconditions for eco-
nomic growths. Certainly, speech goes not about
some magic properties of small business. It gives
an effect only in organic combination with middle
and large enterprises.

In our opinion, Ukraine doesn’t give enough
attention to small business development yet.
Today, clear conception and all-around reasonable
program of development of this form of miinage
are not worked out actually. The system
of financing and logistical support for becoming
and development of small business is not ideal now.
There are also many organizational questions
of activity of microenterprises.

As already marked higher, for a small enterprise,
a tax environment, in which it operates, is extraor-
dinarily important. A firm can choose the system
of taxation independently: general that envisag-
es the payment of income tax at a rate of 18% or
simplified, with payment of the united tax. Groups
and rates of tax are considered in Table 2 [7].

Advantages of application of the united tax
are the possibility of choice to be VAT payer or
not (applying the general system, the entity in
a mandatory manner becomes a VAT payer when
the turnover reaches 1 million hryvnias), a simple
system of determination of the object of taxation,
simplified accounting. The simplified system al-
lows justly optimizing the taxes for enterprises
with a cost-effective business.

It should be noted that the maximal amount
of profit that gives a right to apply the simpli-
fied system is a 5 million hryvnias that averag-
es a 156 thousand euro only. By the definition
of the Commercial Code, even micro enterprises
can have an annual volume of profit of 2 million
euro. Thus, possibilities of the simplified system

Table 2

Groups and criteria of accordance for the right to be on the simplified system
of taxation in Ukraine in 2018

Amount Maximum Rates of tax (% to the
Groups of the hired | income per year, Business types minimum wageoas of
workers UAH January 1) or % of
income)
retail sale of goods from
. 1 without the fcrading places o 1"./0—10% qf ‘ghe
(physical persons- hired workers 300 000 in the markets, provision subsistence minimum
businessmen) of household services (176,20 UAH)
to the individuals
provision of services,
9 at the same incl. household, united
. time, does tax payers and/or 2%-20% of minimum
(plf)%sslffgsgﬁfesgil 57| not exceed 10 1 500 000 individuals; — production wage (744,60 UAH)
persons and /or sale of goods;
— restaurant business
a) 3% o e income in the
3 ) 3% of the i in th
(physical persons- R . case of VAT is also payed;
businessmen and not limited 3 000 000 All business types b) 5% of income if VAT is
legal entities) included in the single tax
the share of agricultural o
(legal 3ntities commodity production o?f}?é ?riér?eté:r&i?;l/&e
agricultural not limited not limited in the previous tax of land approgriate
(reporting) year is equal
producers) to or exceeds 75 percent; type of land
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even for microenterprises are considerably limit-
ed to the maximum size of profit.

At the same time, the tax burden in Ukraine
cannot be named the highest. In 2017, Ukraine
took the 43rd place in the rating of “Paying Taxes
2018” that is created by the World Bank and con-
sulting company “PwC”. In 2012, our country
herein occupied the 181st place in rating; it is
possible to assert that takes place considerable
progress. According to the research, the average
tax burden on business in Ukraine was 37.8%,
while in the European Union — 40.5% [8].

Why do domestic small businesses lag behind
in their performance from European ones? In our
opinion, the main reason is lack of state financial
support, which should be aimed at stimulating busi-
ness activity, expansion of production volumes.

Support for the development of the small busi-
ness from the side of the state comes true in two
ways: financial help in forming of primary capi-
tal for the creation of small enterprises and pro-
viding of favourable terms for the development
of operating of small enterprises. Financial sup-
port for small businesses in Ukraine can be divid-
ed into two main directions: direct and indirect.

Direct support comes true through such
forms: grant of subsidies, subventions, formation
of state funds, creation of specialized financial
institutions.

Subsidies are financial assistance from
the state at the expense of the budget for financ-
ing capital expenditures, which are necessary for
the development of the state economy but are not
profitable for the enterprise.

Subventions — financial assistance of the state
to local authorities for the financing of specific
objects. Must be returned in case of inappropri-
ate use.

The financial support of small business sup-
port programs is carried out at the expense
of state and local budgets, extrabudgetary funds,
including funds received from privatization
of state property and other sources of financing,
private and foreign investments. It is envisaged
that public authorities and local self-government
can allocate funds for support of small business
in the amount of not less than 0.5% of annual
revenues of corresponding budgets.

Another direction of state financial support
for the development of entrepreneurship is indi-
rect. It is gradually replacing the levers of direct
administrative influence. The main forms of state
financial support for entrepreneurship include:
tax discounts (or full tax exemptions); tax priv-
ileges; accelerated depreciation; discounts on re-
search work; discounts on expenses that related
to training for entrepreneurship and others.

These forms of state support are used in
Ukraine to varying degrees. One of the last legis-
lative acts in this area is the Law of Ukraine “On
Development and State Support to Small and Me-
dium Enterprises in Ukraine” No. 4618-17 dated
March 22, 2003 [9].

The law proclaimed the main directions of state
policy in the field of small and medium enter-
prises in Ukraine:

a) improvement and simplification of the ac-
counting procedure for tax purposes;

b) introduction of a simplified system of taxa-
tion, accounting, and reporting for small business
entities that meet the criteria set forth in tax
legislation;

c) involvement of small businesses in the im-
plementation of scientific and technical and so-
cio-economic programs, the supply of products
(works, services) for state and regional needs;

d) providing financial state support to small
and medium enterprises through the introduction
of state lending programs, provision of guaran-
tees for obtaining loans, partial compensation
of interest rates on loans, etc.;

e) facilitating the simplification of permitting
procedures and procedures for the implementa-
tion of state supervision (control), obtaining
permit documents for small- and medium-sized
enterprises and shortening the term of such pro-
cedures;

f) organization of training, retraining
and professional development of personnel for
small and medium enterprises;

g) introduction of mechanisms for promoting
and encouraging the use of advanced technologies
in the production of small- and medium-sized en-
terprises.

But what do small business owners face in
real life? The complexity of obtaining permits
and licenses, lack of sufficient information sup-
port, lack of financial support from the state.
Among the positive changes in recent years,
we can mention the simplification of the busi-
ness registration procedure and the development
of a system of free submission of tax reports —
the Electronic Taxpayer Service.

Our country has joined several internation-
al programs that provide business development
grants; one of them is the COSME European Union
financing program, with a budget of €2.3 billion
for all member countries. In 2017, 117 million eu-
ros were allocated to Ukraine under this program.
Most of these funds are planned to be spent on
training Ukrainian entrepreneurs and on commu-
nication between Ukrainian business and the EU.

Ukraine has also become a member of the Eu-
ropean Commission’s “Horizon 2020” program,
which mainly deals with the support of academics
and business in the field of innovation.

Extremely important conditions for the de-
velopment of small business are available loans.
The interest rates that Ukrainian entrepreneurs
are forced to pay for using credit funds is very
high — 20-25%. For comparison — in Poland,
the percentage for using the loan is 0.5% and it
is free for the first year. Now in Poland, the state
bank provides 60% of all loans to small and me-
dium businesses. Available loans are for US busi-
nesses; the Small Business Administration (SBA)

Bunyck 3(08) 2018
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plays an important role here, which has been pro-
moting business development for over 60 years
and providing financial and advisory support to
businesses. The organization also acts as the com-
pany’s guarantor to creditors and lends up to
$2 million on its own. The average interest rate
on a loan is 2-4%.

High-interest rates are not the only obstacle
to obtaining a loan for small businesses. Banks
do not see the prospect of cooperating with such
entities, preferring large corporations. There-
fore, small businesses often simply do not have
an opportunity to get a loan, even at high-interest
rates, over the lack of collateral or other restric-
tions set by the bank. For example, some banks
lend credit only to companies, which doing busi-
ness more than 2 years.

Therefore, in our opinion, the issue of availa-
ble loans for entrepreneurs should be reviewed in
detail by the state. Currently, in the issue of lend-
ing, there is no general state position regarding
the compensation of the cost of credit rates.
We believe that Ukraine needs a proper program
of insurance and hedging risks for small and me-
dium businesses. For successful lending, the gov-
ernment needs the political will of the government
and the support of the National Bank of Ukraine.

Conclusions. Small business is a powerful driv-
ing force for the development of a market econ-
omy. Its role is extremely important in creating
a competitive environment, eliminating dispari-
ties in certain commodity markets, it contributes
to creating additional workplaces and reducing
unemployment, takes on a significant part in in-
tensifying investment processes, rapid saturation
of markets with goods and services, and innova-
tive technologies; it is more flexible and more
adapted to abrupt changes in the environment.

The study analysed the criteria for identifying
small enterprises in Ukraine and other countries
of the world, such as the USA, Japan, Israel, EU
countries, and it was determined that the main
criterion is the number of employed workers —
50-100 people. Unlike most countries, in Ukraine,
the maximum amount of income is set to 10 mil-
lion euro, which significantly limits the possibil-
ity of applying a simplified system of taxation
to small business entities. The maximum amount
of income, which gives a chance to be a payer
of a single tax (with the exception of enterpris-
es — agricultural producers) is only 5 million
UAH, which is only 156 thousand EUR. There-
fore, the possibility of optimizing the tax burden
for small businesses is very limited.

Nevertheless, according to a World Bank
study in 2017, the average tax burden on busi-
ness in Ukraine was 37.8%, while in the Europe-
an Union it was 40.5% . However, the economic
efficiency of the activities of small business enti-
ties in Ukraine is relatively low compared to deve-
loped countries. Only 15% of the GDP is brought
by domestic small businesses, while in EU it is
30-60% .

We identified a number of key factors that
hinder the development of small business in our
country: insufficient support from the state,
rather tight tax legislation, hard-to-reach loans
at high-interest rates.

The main ways of overcoming the above prob-
lems are offered:

a) deepening cooperation with international or-
ganizations that grant grants for small business
development;

b) reduction of tax pressure on small enter-
prises;

c) the introduction of a grace period in the first
year after creating enterprise, the application
of minimum tax rates;

d) development of a program of insurance
and hedging of risks of small and medium business;

e) reduction of interest rates on loans, espe-
cially for enterprises engaged in production;

e) complete and comprehensive information
provision for business owners;

g) study of the international positive experience
of the state policy of support for small business.

These steps, in our opinion, will help make
the activities of small businesses more productive
and contribute to the establishment of a market
economy in general.
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PECULIARITIES OF ACTIVITY AND DEVELOPMENT
OF SMALL ENTERPRISES IN UKRAINE AND IN THE WORLD

Small business is very important part of the market economy.

According to the Commercial Code of Ukraine, small enterprises are enterprises and physical
persons-businessmen, which in a financial year have next indicators: the middle-counted quantity
of workers does not exceed 50 persons; the volume of gross receipt from the realization of products
(works, services) does not exceed 10 million euro. Microenterprises have up to 10 workers and profit
in an equivalent of not more than 2 million euro. Large are enterprises with a profit of over 50 million
euros and a number of employees of over 250 persons.

Analysing the criteria of determination for small enterprises in world practice, it is possible to
do a summarizing conclusion that small enterprises are considered with a number of employees of
50-100 persons, including microenterprises are up to 20 persons. An enterprise is unanimously con-
sidered as large if the number of workers is over 500 persons.

In Ukraine in 2016 small enterprises constituted 95% of the total number of the entities but
they created only 15% of GDP. In Europe and the USA, small business creates 40-60% of GDP.
At the same time, according to the research of World Bank and consulting company “PwC”, the aver-
age tax burden on business in Ukraine was 37.8% , while in the European Union — 40.5%

Why do domestic small businesses lag behind in their performance from European ones?
In our opinion, the main reason is lack of state financial support, which should be aimed at stimula-
ting business activity, expansion of production volumes.

The main ways of overcoming these problems are offered:

a) deepening cooperation with international organizations that provide grants for small business
development;

b) reduction of tax pressure on small enterprises;

c¢) the introduction of a grace period in the first year after creating an enterprise, the application
of minimum tax rates;

d) development of a program of insurance and hedging of risks of small and medium business;

e) reduction of interest rates on loans, especially for enterprises engaged in production;

e) complete and comprehensive information provision for business owners;

g) study of the international positive experience of the state policy of support for small business.
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