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The functions and the state of development of small business in Ukraine are researched in this article. The authors
note that small business in the market economy forms a competitive environment; promptly reacting to changes in the
market situation, gives the necessary flexibility to the market economy; contributes to accelerating the implementation
of the latest technical and commercial ideas and the release of science-intensive products, makes a significant
contribution to solving the employment problem; softens the social tension and promotes the democratization of market
relations because the small business is the fundamental basis of the middle-class formation. The authors believe that
the development of small business in Ukraine hasn’t achieved the expected result because practically all indicators
of its quantitative and qualitative development are characterized by declining or contradictory tendencies. This state
of affairs updates the balanced, systematic, and long-term activity for the comprehensive support of small business.
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Po3sumok ycix ¢hopm 6i3Hecy cmsoproe rnepedymosu 0718 MPUCKOPEHHSI €KOHOMIYHO20 3POCMaHHs, Crpusie
HaCUYEHHK PUHKIB mosapamu | Moc/1y2amu, 003B0/1s04U 60pomucs 3 He2amusHUMU CMOPOHaMU PUHKOBOI
E€KOHOMIKU. 3p0o3ymisio, Wo y 6i3Heci npuxosaHuli seaude3HUl nomeHyian 0/ iIHMeHCcUBHO20 PO3BUMKY €KOHOMIKU
i cycninbemsa 8 yisiomy. B daHili cmammi 00C/ioXeHO PyHKYIT ma cmaH po3BUMKY Mas020 bi3Hecy B8 YKpaiHi,
Wo dacmb MOX/UBICMb BUSIBUMU pe3epsu MioBUWEHHST egbekmusHocmi Uo2o (DYHKUIOHYyBaHHSI 07151 BUPIWEHHS
npo6sieM coyia/lbHO-eKOHOMIYHO20 PO3BUMKY. ABMOPU 3a3Hadaromb, Wo Maaul 6i3HeC y PUHKOBIU eKOHOMIYi
hopMye KOHKYpeHmHe cepedosulye; OfnepamusHO peazytoyu Ha 3MIHU KOH'HOHKMYPU PUHKY, Hadae PUHKOBIl
E€KOHOMIlYj HEOBXIOHOI 2Hy4KoCMI; 30ilICHIOE BHECOK Y MPUCKOPEHHS peastizayii HOBIMHIX MEXHIYHUX | KOMepYitHUX
ideli ma BuUNycK HayKOEMHOI MPOOYKii; pobums Ba2oMull BHECOK Y BUPIWEHHS NPO6/1eMu 3aliHIMOCMi; MoM'sKuye
coyiasibHy Harpyay i crpusie oemokpamu3ayil PUHKOBUX BIOHOCUH, 60 came BiH € (hyHOaMeHMasIbHOK OCHOBOH
hopmyBaHHS1 CepedHb0o20 K/acy. ABMopuU BNEeBHEHI, U0 PO3BUMOK Masio2o bi3Hecy 8 YkpaiHi He 0ocsi2 0viKyBaHO20
pesysibmamy, OCKi/ibKU MPakmuyHo BCi MOKa3HUKU (020 KiflbKICHO20 ma SIKICHO20 pO3BUMKY Xapakmepu3yrmbCs
crnadHuMu abo X cyrnepeqsiusuUMU meHOeHYiaMU. Tak, KilbKicmb Masux MionpuemMcms cKopomusiacsl rnpomseom
2010-2017 pp. Ha 9,6%, Ki/ibkicmb cy6’ekmig 20crodaptosaHHs Ha 10 muc. 0cib HasiBHO20 Hace/leHHs1 CKopomusia-
cs Ha 2,6%, Kinbkicmb 3aliHAmux npayisHUKI8 3MeHWuaack Ha 23,4%. 3pocmaHHs 06csi2y peasisosaHoi npooyKyii
(mosapis, nocnye) npomsizom 2010-2017 pp. y 2,6 pasis yacmkoso 8i003epKasItoe iHIAYIlHI Mpoyecu ma peasibHO
He ros’si3aHo i3 NO3UMUBHUMU MEHOEHYISIMU PO3BUMKY Masio20o bI3Hecy. He ousnisyuch Ha 3pocmaHHsl Yacmku
Manux nionpuemMcms, siki ooepxasu npubymok 3pocaa rnpomsizom 2010-2017 pp. Ha 14,1 8.1., po3mip 36UMkig
Ma/ux nidnpuemMcms 3Ha4Ho 3pic — Matbxe y 3 pasu. Takuli cmaH peyell akmyasisye BUBAXEHY, CUCMeMHy ma
00820CMpPOoKoBY Oisi/IbHICMb depXasu 8 HaMpPSIMKY BCEBIYHOI MiIOMPUMKU Maio20 6i3Hecy. OCmaHHE cmocyembCsi
BUPIWEHHS NPo6sIeM 8 Chepi HopMamuBHO-NPasoBo20 Ma adMiHicmpamuBHO20 peay/toBaHHs, (hiHaHCyBaHHS ma
KpeoumysaHHS Qisi/IbHOCMI Cy6’ekmiB Masio2o 6i3HecCY, (hopMyBaHHsI 3a2a/lbHO20 Cripusim/IUuBo20 BI3HecC-KaimMamy
07151 3a/1y4eHHS iHBecmuyili ma peasizayito iHHoBayiliHUX Npoekmis.

Knrouosi cnosa: nionpuemMHuUybkuli cekmop, nionpuemMcmso, bisHec, masauli 6i3Hec, depxasa.

B danHoli cmambe ucciedosaHbl (OyHKUUU U COCMOSIHUE pa3sumusi Masio20 Gu3Heca 8 YkpauHe. ABMOpbI

ommeyvarom, 4mo Masibili 6U3HEC B PbIHOYHOU 3KOHOMUKE (hopMUpyem KOHKYPEHMHYK cpedy; ornepamusHO
peazupysi Ha U3MEHEHUSI KOHBLIOHKMYPb! PbIHKA, fpudaem pPbIHOYHOU 3KOHOMUKE HEeOo6XO0OUMYH 2UbKOCMb;
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BHOCUM BK/1@0 B YCKOPEHUE peasiu3ayuu HOBEUWUX MEXHUYECKUX U KOMMEPYECKUX udell U BbIMyCK HayKoeMKol
MPOOyKyUU, BHOCUM BeCOMbIl BKA0 B peweHUe npob/eMb! 3aHIMocmu; CMsi24aem Ccoyua/ibHOe HarpshkeHue u
crnocobcmsyem deMokpamu3ayuu PbIHOYHbIX OMHOWeEHUU, MOCKO/IbKY UMEHHO OH sis/isiemcsi (hyHOameHmasibHoU
0CcHOBOU (hopMupoBaHusi cpedHea0 k1acca. ABMOpbl yBepeHbl, 4Mo (OyHKYUOHUPOBaHUe Masi020 6u3Heca 8 YkpauHe
He docmua/io oXudaemMoe20 pesy/ibmama, MOCKO/IbKY NPakmu4yecKu BCE roKasamesiu e20 KOo/UYeCcmBeHHO20 U
KayeCmBEeHHO20 PassUMUSI Xapakmepusytomcsi HUCXOOSIWUMU U/IU MPOMUBOPEYUBLIMU meHOeHyusiMU. Takoe
rnosoxeHue seujell akmyasnusupyem B3BeUWEHHYH, CUCMEMHYH U 00/120CPOYHYI0 desimeslbHOCMb 20cydapcmsa 8
Harpas/ieHuU BCeCmopoHHel NoddepKKU Masi020 bu3Heca.
KnroueBsblie c/io8a: rpednpuHuMamesbckuli cekmop, npednpusimue, busHec, Masiblli 6U3HeC, 20Cy0apcmaso.

The problem statement. The development of
small business is a prerequisite for the success-
ful development of a market economy, an effec-
tive reorganization of production and enterprises,
solving employment problems, and raising the
standard of living among the population. Small
business is the basic formation of the middle-class
formation, that is, the creation of a solid founda-
tion of a democratic society, which has the lowest
investment needs, and it is characterized with the
fastest capital turnover.

Analysis of recent research and publications.
Theoretical and applied issues devoted to the prob-
lems of small business have been reflected in the
studies of many domestic scientists — Z. Varnalii,
L. Vorotina, V. Heiets, T. Govorushko, A. Gosha,
L. Dmitrichenko, Y. Zhalilo, I. Kopchenko, V. Kred-
isov, A. Kuzhel, I. Kuznetsova, A. Lastovtckiy,
S. Safronov, V. Syzonenko, S. Reverchuk, V. Uzu-
nov, and others. These scholars have developed a
number of problematic aspects of entrepreneurship
establishment and development, including small
ones, proposed certain levers of the mechanism
of business support in the transformations period,
etc. At the same time, despite a large number of
published works and their scientific value, many
aspects of the problem require further research. It
is advisable to assert an understanding of the role
of small business in the Ukrainian economy.

Setting objectives. The purpose of this article
is to investigate the role of small business in the
domestic economy. It'll make it possible to identify
the reserves for improving the efficiency of its func-
tioning in solving the problems of socio-economic
development.

Presentation of the main research material.
The development of all forms of business cre-
ates the prerequisites for accelerating economic
growth, contributes to the saturation of markets
with goods and services, allowing them to deal
with the negative aspects of the market economy.
It is clear that huge potential for intensive devel-
opment of the economy and society as a whole
is hidden in business. A specific feature of the
business is the high profitability of using all kinds
of resources and the constant desire to minimize
losses, ensuring their most rational proportions
for these conditions.

Considering the functions of small business in a
market economy, the following should be empha-
sized:
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— Firstly, the contribution of small business to
the formation of the competitive environment is
invaluable. The civilized competitive environment
is characterized by the dynamic activity of partici-
pants in market relations, economic responsibility,
and the risk of an entrepreneur, which transforms
it into a peculiar social engine of economic devel-
opment. Small business, being antitrust, helps to
establish a competitive relationship. And under the
conditions of narrow specialization and using mod-
ern technology, it acts as an effective competitor,
which undermines the monopoly position of large
corporations;

— Secondly, small business, responding
promptly to changing market conditions, provides
the market economy with the necessary flexibility.
This feature has gained a special significance in
modern conditions as a result of rapid individual-
ization and differentiation of consumer demand,
acceleration of scientific and technological prog-
ress, the growth of the nomenclature of industrial
goods and services;

— Thirdly, the contribution of small businesses
to accelerating the implementation of the latest
technical and commercial ideas, the production of
science-intensive products, is enormous. Despite
the fact that big business is a sphere of realization
of scientific and technological progress, small busi-
ness acts as a concentrator of new ideas;

— Fourthly, a small business makes a signifi-
cant contribution to solving the employment prob-
lem. It is common knowledge that the advantages
of small enterprises are related to its significant
attracting abilities of the majority of the able-bodied
population into the production process. It is clear
that the number of employees in the small enter-
prise is much lesser, compared to a large enter-
prise. However, the number of small enterprises,
which is determined by their distribution, is objec-
tively larger, compared with large enterprises, for
which the positive effect of the scale of production
is achieved in the case of the existence of several
enterprises in a certain sector or field of activity;

— Fifthly, the important function of small busi-
ness is to alleviate social tensions and democra-
tize the market relations, because small business
is the fundamental basis for the formation of the
middle class. Small business, as the base of the
existence of the middle class, is a factor in the
innovation process in society, focusing on a lion’s
share of the qualification, intellectual, cultural, and
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artistic potential of society, and the mentality of its
representatives ensures socio-political stability in
society, the activities and development of demo-
cratic institutions, innovation renewal economy.

The role of small business in the transforma-
tion economy is determined by the fact that it is a
special sector of the economy that forms the basis
of small-scale production, promotes cost recovery
and broad freedom of market choice, determines
the pace of economic development, structure and
gualitative characteristics of GDP (gross domes-
tic product), provides saturation of goods, ser-
vices, and additional workers places [1, p. 18]. In
Ukraine, after the proclamation of the right to pri-
vate property and the principle of its equality with
other forms of ownership, rather rapid growth of
entrepreneurial initiative has begun, due to the
structural restructuring of the economy, significant
labour force releases and the growth of incentives
for self-employment. Moreover, the development
of entrepreneurship in Ukraine has begun with the
rapid growth of the number of small businesses.
Thus, according to the State Statistics Service of
Ukraine, during 1991-1997, the development of
small businesses was characterized by a steady
tendency to increase the number of small enter-
prises. During this period, their number has
increased by 289.3%. Taxes for newly created
small businesses were contributed to this.

However, already in 1993, negative tendencies
in the process of formation and development of
small enterprises gradually began to appear, which
illustrates such indicator as the number of people
employed in this sector. Thus, this indicator has
decreased from 1232.0 thousand people in 1993 to
1104.0 thousand people in 1994, so by 10.3%. The
most significant decrease in the growth rate of the
employed compared with the growth rates of the
number of economic entities, occurred in 1994,
respectively 89.6% vs. 101.2%. This shows that
already in 1993-1994, small enterprises showed
an interest in expanding their activities, especially
in the field of material production [2].

Official statistics in these years, despite their
incompleteness, imperfections, the variability of
calculation methodologies and, therefore, lack of
comparability, also make it possible to trace cer-
tain trends regarding changes in the sectoral struc-
ture of the small business. In virtually all sectors
of the national economy, there was a slight fluc-
tuation of the share of the small business. Thus,
the most attractive for small enterprises both in
1994 and in 1997 remained trade and catering sec-
tors — 40.1% and 51.4% respectively. In the indus-
try during 1994-1997, although there was a ten-
dency to increase the number of small enterprises
by 1.3 times, however, the share of small industrial
enterprises in the total number of small enterprises
decreased from 16.9% to 14.0%, respectively.
Even worse dynamics existed in construction —
the share of small enterprises during this period
steadily decreased from 16.2% to 10.4%. In addi-

tion, on average, one small enterprise employed in
1994 — 13 people, in 1995 — 13, in 1996 — 12, and
in 1997 — 10 people. However, the share of workers
in trade and public catering increased more than
twice in 1994-1997 — from 257,2 thousand peo-
ple to 537,2 thousand people, respectively. These
processes were accompanied by a decrease in the
share of workers employed in the industrial sector,
for example in industry and construction at 4.3 and
10.0 percentage points, respectively [2].

It should be noted that during this period, the
specificity of Ukrainian economic development
was the declarative orientation of the state’s pol-
icy on the predominantly small and medium-sized
business development. At the same time, the rapid
development of such enterprises took place not at
the expense of measures carried out by the state,
but rather through the existing opportunity to oper-
ate in an unregulated environment. It caused due
to the fact that during the first half of the 90s, the
state’s activities on legislative provision and stim-
ulation of entrepreneurship development did not
differ in strategic direction and were not effective.
Despite the first not always well-considered and
consistent steps towards the formation of a coher-
ent policy for supporting small businesses, specific
state measures of a stimulating nature remained
relevant. The whole spectrum of financial ser-
vices, information and advisory forms of support
that should be received by small business entities
remained limited and inaccessible to them.

In general, the most important measures
declared to promote the development of small busi-
nesses were of a formal nature, had no exhausted
mechanism for their implementation and, most
importantly, financial support. As the well-known
researcher of problems of small business Z. Var-
nalii emphasizes, the normative and legal basis for
its development was ambiguous, contradictory in
the presence of virtually non-functional acts. The
last was embodied in the lack of a unified legisla-
tive strategy for its development [3, p. 132] created
even more barriers to entrepreneurial activity and
negatively affected the quality and sustainability of
public policy in business support.

Administrative hindrances during the registra-
tion of business entities during the specified period
also appeared to be significant barriers for start-
ing a business and developing an entrepreneur-
ial initiative. Despite the fact that the authorities
developed the procedure for state registration
of business entities, namely, a set of documents
required for registration was determined, and the
form of the certificate of registration was approved.
However, the lack of a unified state registration
procedure (until 1994), a large number of registra-
tion authorities, the differentiation of regulations on
registration in various regulations, a cumbersome
and long-term system of creation and liquidation,
increased administrative pressure on business
entities. Problems in the field of licensing remained
unresolved during this period. So, if in 1991, licens-
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ing was subject to 11 types of entrepreneurial activ-
ities, then by the end of 1996 — almost all of its
types. A large number of licensing documents (per-
mit, special permit, right, license, certificate, etc.)
and legislative acts regulating this sphere did not
contribute to the transparent and effective interac-
tion between the state and the business sector.

Moreover, around 1997-1998, quite contradic-
tory changes began to emerge in the country. Thus,
in parallel with the declared measures of support
and stimulation of small business development
by the state, there was a significant slowdown of
growth both in the number of small enterprises and
in the average number of employees working on
them. The reasons for the real deterioration of pos-
itive trends in the development of small enterprises
can be considered the limited financial and credit
resources, both for the population for their orga-
nization, and for the state to support small busi-
ness; undeveloped infrastructure; the gap between
production and economic ties in the country, and
so on. It is clear that such reasons were not new,
but it was in the late 90s, with the gradual, albeit
compelled, the formation of legal market institu-
tions, they maximally accumulated their negative
potential, which began to significantly impede the
development of small business.

At the exact time, there was a declaration of
the strengthening of the state economy’s regula-
tion, including business. The state administration
apparatus gradually acquired more and more com-
pelling, administrative properties, which did not
contribute to the development of the business sec-
tor but led to a further increase in the level of the
shadow economy and social tension in society.

Since 2005, small business development has
been characterized by both positive and negative
trends. During 2005-2009, the number of small
enterprises grew significantly in the amount of
10 thousand people in the existing population —
from 63 to 75 people, the share of small enterprises
in the total volume of sold products, works and ser-
vices increased from 5.5% to 16.6%, in three times.
However, these changes, in our opinion, were little
associated with the qualitative acceleration of the

development of small business, but mainly due to
changes in the methodology of assigning enter-
prises to small in the legislation. If the legislative
changes are not taken into account, the indicator
in 2006 would be — 4.8%, and in 2007 — 4.4% [2].
At the same time, the development of this sector of
the economy had continued to be characterized by
a low level of capitalization, investment, informati-
sation, and innovative technologies that take place
in the small business segment.

Inadequate qualitative characteristics of the
small business activities in these years are also
found in its financial and economic indicators.
Thus, the share of small enterprises receiving profit
from the total number of small enterprises in 2009,
compared to 2006, decreased by 6.2 pp or 9.4% in
the direction of increasing the share of loss-making
enterprises.

Starting in 2010, the main indicators of small
business development were characterized by
declining tendencies (Table 1).

Thus, the number of small enterprises
decreased during 2010-2017 by 34321 units, or by
9.6%, the number of business entities per 10 thou-
sand people of the existing population decreased
by 2 units, or by 2.6%, the number of employed
workers decreased by 505,7 thousand people,
or by 23.4%. The only exception is the amount of
products sold (goods and services) — its indicator
was a positive trend — during 2010-2017 grew by
913733,6 million USD or 2.6 times. The last one
is partly due to inflationary processes and is not
really related to the positive trends of small busi-
ness development.

Financial results of small businesses also have
contradictory tendencies (Table 2).

Despite the growth of the share of small enter-
prises that have gained profit during 2010-2017 by
14,1 pp, the size of the losses of small enterprises
increased significantly — by 84754,2 million UAH or
nearly three times. In addition, the negative finan-
cial result, as O. Dykan correctly says, reflects the
presence of problems in this sector of the economy
and the general negative tendency and economic
instability in the country [5].

Table 1

Indicators of Small Business Development in Ukraine in 2010-2017 [4]

Number of business Number of
Years Number of small | entities per 10 thousand employees, An;g;.(:jn(t c(:)fo%rsog::gts
enterprises, units people of the existing thousands of services)g million UAH
population, units people !
2010 357241 78 2164,6 568267,1
2011 354283 77 2091,5 607782,4
2012 344048 76 2051,3 672653,4
2013 373809 82 2010,7 670258,5
2014 324598 76 1686,9 705000,5
2015 327814 77 1576,4 937112,8
2016 291154 68 1591,7 1177385,2
2017 322920 76 1658,9 1482000,7
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Table 2

Financial results of small businesses for 2010-2017 in Ukraine [4]

. . Enterprises, gained profit Enterprises, gained loss
Financial res_ults % of the total . _ % of the total _ _
Years | before taxation, corthetotal | piaoncial result, oorthe tolal | rinancial result,
million UAH number of million UAH number of million UAH
enterprises enterprises
2010 -15647,1 58,6 27770,0 41,4 43417,1
2011 -5057,3 65,0 36975,6 35,0 42032,9
2012 -9254,0 64,4 39794,1 35,6 49048,1
2013 -25057,9 66,0 39640,9 34,0 64698,8
2014 -175262,4 66,5 49156,1 33,5 2244185
2015 -111906,0 73,9 95483,0 26,1 207389,0
2016 -24151,4 73,3 107312,5 26,7 131463,9
2017 -10724,8 72,7 117446,5 27,3 128171,3

Conclusions from the conducted research.
As we see, small business has a significant pos-
itive potential for addressing socio-economic
development. To summarize, the development
of small business in Ukraine has not achieved
the expected result. Almost all indicators of its
guantitative and qualitative development are
characterized by declining or contradictory ten-
dencies. This state of affairs updates the bal-

anced, systematic, and long-term activity of the
state in the direction of comprehensive support
of small business. The last one concerns the
solution of problems in the field of regulatory and
administrative regulation, financing and lending
to small business entities, the formation of a gen-
erally favourable business climate for investment
attraction and the implementation of innovative
projects.
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