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Introduction. Small businesses are an integral part of a socio-economic state of the country. Firstly, they contribute
to maintaining the stability of market relations, since a large part of the population is drawn into this system of relations,
because the stability of the system can be provided when 20— 30% of the citizens of the country have their own effective
business. Secondly, they create the necessary mobility of production in the conditions of flexible market deepening of
specialization and wide development of production cooperation without which its success is impossible. Ultimately, this leads
to a dynamic economic development and growth of the national economy. Thirdly, the role of small enterprises in the activities
of large and medium-sized enterprises is constantly increasing. That is why it is necessary to investigate this field.

Analysis of recent research and publications. The prospects of small business development in Ukraine were
researched by the following national scientists: H. Ye. Havryliuk [1, p. 17-21], S. U. Abdybekov [2], D. S Pokryshka [3],
O. S. lvanilov [4, p. 728], D. V. Vasylieva [5], O. I. Tymchenko [6] and others. They studied the role of small business in
Ukrainian economy and have defined different approaches for solving problems of small businesses functioning in current
market conditions. However, the situation is changing over time, so that the issue of finding appropriate ways to improve the
efficiency of small business in the Ukrainian economy needs to be further investigated. Small business is an independent,
systematic, proactive economic activity of small businesses and citizens-entrepreneurs (individuals) which is carried out at
their own risk in order to gain profit. It is any activity (commercial, industrial, financial, innovative, insurance, etc.) of certain
entities whose main purpose is to realize their own economic interest[5].

Aim of the article is to analyze the role of small business particularly in the economy of Ukraine, reveal and
systematize the problems that cease its development; to identify and systematize the ways of solving them in order to
accelerate the economic development of the country.

Results. Small business is one of the main tools for the development of the national market economy. Historically this
particular sector of the economy has become a necessary primary step to create the market environment in the form of small-
scale production. Nowadaysit is obvious that the prospect of competitive market establishment directly dependson how
effective will be the realization of the small businesses potential in the country. As a role model in this process we can take
rich experience of the leading countries of the world.

Having analyzed the scientific sources it was found that small business in Ukraine contributes to the development of
the country’s economy and has significant advantages over the activities of large enterprises such as:

— restructures the economy of the country and assimilates it to high-developed countries, where the majority of GDP is
made up of small and medium-sized enterprises (from 30%up to 60%);

—are quicker in responding to changes in the market, provide the economy of the state with the necessary flexibility to
general processes in society, ensure the existence and maintenance of fair competitionand fill the market with goods and
services that are in demand for a certain period, providing a rapid cost recovery;

—is one of the main tools to overcome market monopolization. Given the narrow specialization and use of advanced
technology to increase its competitiveness small business undermines the monopoly position of large corporations;

— are more likely to create more workplaces and absorb excess labor during cyclical downturns or structural changes in
the economy. In economically developed countriesfrom 50% up to 70— 80% of all workplaces are on average created by the
small businesses;

—is the driving force behind the development ofscientific progress. In order to always stay relevant to the consumer,
small businesses are trying to implement the latest technologies, thereby providing a significant impetus and financial incentive
to develop new business ideas;

— affects the overall recovery of the economy and society as a whole by creating the skills of doing their own business,
the success of which depends on the professionalism and willingness of the entrepreneur to take risks.

Having analyzed the results we have found that small-scale business takes enormous 99% of all enterprises and
natural entrepreneurship entities in Ukraine (Figure 1) [9].

Most of them are small entrepreneurship entities. The reason may lay in the fact of easier registration of such type of
economic entity and their mobility and flexibility. This diagram illustrates the importance of small business and the necessity
of its development and support from the government. In order to estimate situation, we need to compare the data to the same
indicators in different developed countries. For example, in the USA small business takes 97.6% of all enterprises, in Japan
this indicator is 99.2%, Germany is 99.3%, Great Britain is 99.1%, and Singapore is 98.5%. We see that all of those well-
developed countries have the share of small business from all economic entities in their economy exceeds 90%. Having
analyzed the data we can claim that Ukraine is quite well-developed according to this indicator. Since small business
contributes to overcoming monopoly in the national economy and stimulates competition, which is an important part of market
economy, huge part of it in the economy of Ukraine should signify big level of competitiveness. However, from the Global
Competitiveness report [10] we see that it is not the case. In 2019 Ukraine was on 85" place out of 141 with the score 57 out of
100, what is even less than in 2018 by 2 places. In 2018 the country was on 83" place with the same score, while the USA
takes the 1%t place with score 85.6, Germany was on the 3™ with 82.8 and Singapore was placed on the 2™ place with 83.5



points.
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Figure 1. Economic structure of Ukraine by the share of small, medium and large business

According to the latest data small and medium-sized businesses in Ukraine bring 55% of gross domestic product
(GDP) to the economy of the country and if taking into account only small businesses, then it is only 16% of GDP. According
to the World Trade Report[11], the median GDP contribution of Small and Medium-sized Enteprises’ (SME)is roughly 45 per
cent. According to the United Nations, in general, 30 to 60% of the national product is produced by SMEs, depending on the
country, meaning that the situation on ukrainian market is normal. However, the problem of small competitiveness in Ukraine
is not well-studied, but the main are the technological backvards and unfavorable business climate.

The Ukrainian economy has an unfavorable climate to create and supportthe sustainable development of small
businesses. This can be seen from the distribution of small enterprises by the type of their economic activity (Figure 2) [12].
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Figure 2. The distribution of small business by the type of their economic activity

It is illustrated that wholesale and retail trade is the sector of economy which has the biggest part of small business.
But industry, which includes mining and quarrying, manufacturing, electricity, gas, steam and air conditioning supply and
water supply, sewerage, waste management and remediation, takes only around 6%. Moreover, the sphere of agriculture,
forestry and fishing is poorly developed in Ukraine, only 3% of all small enterprises work in this sphere. It is a huge surprise,
since Ukraine has a huge agricultural potential and according to the aims of the United Nation in Ukraine by 2030 the
productivity of agriculture and the incomes of small food producers will be doubled [13].

Modern sector of information and communication is quite popular among small business; around 10% of all small
enterprises contribute to it. However, it is important to notice which spheres do not involve a lot of small entrepreneurs. They
are financial and insurance activities, education, human health and social work activities, arts, entertainment and recreation,
administrative and support service activities, construction.

In order to carry out full analyzes of structural distribution of small business, it is necessary to compare the data on
Ukraine by the same data of other countries. Since Ukraine lies between Europe and Asia, it is reasonable to compare it to
those two types of economies: European and Asian[2].

In Europe agriculture engages 11% of all small enterprises, industry — 18%, wholesale and trade — 21%, transportation
— 14 % and construction —13%. As we can see European model is balancedenough. Although sales still take the largest part,
the difference between this branch and other spheres is not so huge. In Asia the situation is rather different. Large part of small
business is engaged into industry — 41%. Agriculture is also bigger — 21%, construction is a bit less than in Europe — 10%, and



so is transport — 12%. However, wholesale and trade take only 16% of small business. Other sectors of economy do not
involve small business or its share is insignificant.

According to the data, small business distribution on different branches of the economy in Ukraine is more similar to
the European model, although a lot of work should be done in order to take it to harmonize it. Participants in small business
activity in Ukraine do not give preferences to industry. However, the share of industry in Ukraine is still much lower than one
in Europe and so do agriculture, transportation and construction. At the same time wholesales and trade engage too many small
entities, much more than even in Europe. But the main feature that distinguishes Ukraine economy is that small business is
actively involved into lots of various spheres, such as accommodation and food, information and communication, financial and
insurance, scientific and technical activities, administrative service activities, education, and other service activities, which
engage around 37% of all small enterprises.

We have identified the main factors of small business weakness and instability:

— general macroeconomic indicators of the Ukrainian economy. Small business, as a structural unit of the state's
economy, directly responds to both positive and negative dynamics of the country's main macroeconomic indicators;

—the policy of the government. First of all, even thought the government has approved “The Strategy for the
Development of Small and Medium-Sized Entrepreneurship in Ukraine” for the period up to 2020, the actions taken were not
enough. One of the main tools to support SMEs is financial assistance is the form of available loans. However, in Ukraine
interest rates on business loans are too high and reach around 20 — 21% per year. Only 10% of enterprises in Ukraine are able
to use loans;

— high tax rates for small businesses. Entrepreneurs become unable to pay statutory taxes because they do not receive the
expected profits. In one case, a small business simply stops its activity because of unprofitability. Otherwise, this situation
forces many small business entities to hide their income in order to pay less tax; as a result,they resort to the shadow economy;

— lack of favorable regulatory and legal support for the development of small business, as well as entrepreneurship as a
whole. There is a lack of clear regulation of relations between business entities and authorities; there is no effective legislative
mechanism for state financial support for small businesses. As a result, entrepreneurs have no incentive to start their own
business;

— limited financial and material resources. There are insufficient support of small business and lack of satisfactory level
of machinery, even though there is significant innovation potential. In the absence of a sufficient amount of start-up capital,
own production facilities and equipment, many small businesses do not start their activity, even though their business plan is
perspective;

— the lack of reliable information. Imperfect accounting and statistical reporting of small businesses; limited information
about the market situation, advisory support and business-educational programs do not give possibility for an individual to get
interested in his business.

— business monopolization. Today a very common phenomenon in the Ukrainian economy is the displacement of small
businesses from the general market by big business monopolies. Monopolies deprive entrepreneurs of the opportunity to
develop an area that dynamically responds to all the changes in the market;

— low competition in domestic markets. It is very difficult for new businesses to survive and form their competitiveness in
the Ukrainian market, as there is a tendency of high concentration of firms in certain sectors of the economy;

— instability of business conditions (high level of corruption, bureaucracy, raiding). Changes in regulatory and economic
policies makes entrepreneurs apply shadow economy schemes for getting profit. That situation causes up to 60% of capital
outflow, closing production and stopping activity. Ukraine is a country where entrepreneurship requires a high degree of risk
and lots of informal costs.

After analysis, we have distinguished 3 main governmental policy directions, which should be aimed at the Ukrainian
business climate improving (Figure 3).

Both factors are important for the economy, but only combining the powers of governmental and non-governmental
ways to improve the role of small business, the situation can change to the better. Systematic approach is necessary in order to
achieve the best outcome in the shortest terms.

Conclusion. Small business is an essential part of Ukrainian economy and is extremely important for its development.
It plays an important role in increasing the flexibility of the market, overcoming monopolization, employing the population,
creating the middle class necessary for the country’s democratization and implementing the achievements of the scientific
progress. In Ukraine, as in all the developed countries, small business takes the absolute majority of all economic entities and
contributes well to GDP. However, that does not improve the competitiveness on the Ukrainian market because of several
problems in the economy.The biggest share of small business is engaged into wholesale and retail trade, but only little part of it
does agricultural and industrial activity, although informational sphere is well-developed. Having compared the structure of
small business by their economic activity, we came to the solution that Ukraine is closer to the European model of small
business distribution, although a lot of work should be done in order to harmonize the market.
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Fig
ure 3 - Directions of governmental polity aimed to improve the Ukrainian business climate

But in our opinion, in addition to the state stimulation of small business development there are many other factors that
can positively affect the effectiveness of small business activity in Ukraine(Figure 4).
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Figure 4 - Non-governmental factors which improve the role of small business
We have distinguished the problems that worsen the conditions for small business flourishing and after their analysis



we have identified possible solutions as the necessary steps from both the governmental and non-governmental sphere.

In order to promote small business the governmental policy should support certain sectors of economy, partially
compensate the interest rate payments and increase money flows into the small business by supporting programs. Priority
directions for future scientific researches should be theoretical substantiation of development of cooperation of small business
entities with international organizations and business structures, which in turn should promote innovation and scientific and
technical small business development, legal bases for one-time payment to the unemployed for setting up their business, trust-
issues to small enterprises and economic benefits of partial compensation of interest rate payment to opening small business by
the government.
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Kaxnmoe rocynapcTBo OCYIIECTBISET MOAAEPHKKY SKOHOMUKH B 3aBHCHMOCTH OT HPHOPUTETOB H 3KOHOMHYECKON
CUTyallMM KaK BHYTPH CTpaHbl, TaKk M B MHpe. B ycnoBusxX rio0anu3anyy, HAauWBBICIIUM IIPHOPUTETOM CTAHOBHUTCS
KOHKYPEHTOCIIOCOOHOCTh  oTpacyieif. Kak W3BECTHO B MHPOBOIl TNpaKTHUKE, OCHOBHBIM MOJCIHOPHEM B Pa3BUTHH
KOHKYPEHTOCIIOCOOHOCTH SKOHOMUKH SIBIISIETCS] MaJIBIi M CpeTHUH On3Hec.

PaccmMoTpuM MeXaHU3MBI TOMJCPKKH, KOTOpPBIE MCIONB3YIOT pa3BuThie cTpaHsl. B 1953 romy Konrpecc CHIA
oTpenenui NPUOPUTETH TOCYJAPCTBEHHBIX HHTEPECOB B IMOJIEPKKE Majoro MpeaIpHHIMATEIFCTBA, UIMEHHO TOra U Oblia
co3maHa AnmuHucTpauus Mamoro bmsneca (AMB). AMDB 3ammiaer uHTEpechl Maylblx (OpM OPEANPHITHH Ha
MIPAaBUTEIILCTBEHHOM YPOBHE U MMEET MPeICTaBUTEIbCTBA B KPYIHBIX TOPOIaxX CTPAHBI, YTO CHOCOOCTBYET PacIpOCTPaHEHUIO
MOJIUTHKH Ha Bce mTaTel. AMDB peannsyeT cienyromniie mporpaMme:

— Otnen AMB mo cTaHgapTH3aIMy yCTaHABIMBACT KPUTCPUH OTHECEHHSI OM3HECAa K MaJIOMy. DTH KPUTEPUH U3MEHSIOTCS
IO OTpacisiM.

— IIporpamma «7a» — npenocrapnenue rapantud. s cymmsl He 6osnee $750 000 rapantust npenocrasnsiercs Ha 75%
3aiima; "e Oonee $100 000 — na 80%.

— Iporpamma «504» — HONTOCPOYHBIA KpEIUT I TMOKYIIKH HEIBM)KMMOTO MMYIIECTBA, 000PYJOBaHMS, TEXHOJIOTH.
TapanTus npenocrapisercs mon 40% 3aiiMa, a MakcUMalibHas CyMMa ee He npeBbinraeT $1 MitH.



