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Small and Medium Entrepreneurship:
Ukrainian and World Experience
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The article considers the concept of small and medium enterprises in the process of economic thought
formation. The task of the work is to determine and analyze the state of small and medium business in
Ukraine and abroad. For this, the definitions of foreign and national scholars are outlined and their own
understanding of the term is formulated. A comparative and quantitative analysis of enterprises was
conducted on the basis of data collected by the State Statistics Service of Ukraine, and a positive increase
in enterprises for the period 2014-2018 was revealed. In addition, the main approaches to the division of
enterprises into types according to different classification criteria due to the Ukrainian economic system
and the standards of the European Union, which fundamentally differ from the division system in the
United States, are studied. At the same time, the indicators of small and medium-sized enterprises of the
USA and European countries are considered, that allows us to say that the largest percentage of the
contribution to GDP belongs to the small and medium-sized enterprise sector. The described features of
SMEs in comparison with other types of enterprises determine the importance of SMEs as a stable and
self-sufficient sector of the economy which requires support from government regulation.

The urgency of research on the topic of SMEs is primarily dictated by the need to summarize the
previously studied layers of this topic, the emergence of new reforms and Ukraine’s desire to improve the
economic system and bring it to the world level.

Economic development depends not only on internal policy principles, but also on external factors
influencing the state of the world economy. The beginning of 2020 made the leaders of the world
community think about the principles of maintaining economic indicators during the trigger caused by the
coronavirus pandemic and the collapse of oil prices, and therefore it is natural to implement programs to
support small and medium enterprises during the global recession.

Keywords: types of enterprises, small and medium enterprises, national entrepreneurship,
entrepreneurship, role of small and medium entrepreneurship, economic entities.
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Introduction. Small and medium entrepreneurship (hereinafter — SME) plays an important
role in solving economic and social problems. It is SME that contributes to the markets
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optimization and structuring, ensure the supply and demand elasticity, mobilize national
resources, stimulate the preservation of national market potential. At the same time, the quality
jobs creation, competition possibility, lower unemployment, increase the number of employed
people, living conditions improvement, innovative development intensification, etc. are the
number of tasks that can be implemented only in terms of sustainable entrepreneurship
development. The level of SME is a kind of the state indicator of national economy, as the
flexible nature of this economic sector allows you to respond actively and quickly to social
changes and changes in market conditions.

Recent studies and publications analysis. R. Cantillon was the first who attempted to
theoretically generalize and define the concept of entrepreneurship. A lot of foreign scholars
have studied the term of entrepreneurship. They are A. Smith, J.-B. Sei, A. Marshall,
J. Schumpeter, M. Weber, K. McConnell, S. Brew, and others. Peculiarities and problems of
national entrepreneurship development are also considered by national scientists, such as
A. Danylenko, A. Melnyk, V. Miklovda, Z. Varnalii, M. Kozoriz, M. Dolishnii, S. Mochernyi,
S. Reverchuk and others.

However, despite the significant number of scientific works on this topic, there is a need to
generalize theoretical concepts on the division of enterprises into types and the definition of
small and medium enterprises.

The purpose of the article is to study and generalize the concept of entrepreneurship in
economic theory and determine the role of small and medium entrepreneurship in the social and
economic development of the country.

The study’s results. The concept of entrepreneurship is contradictory because it is a
“phenomenon of social life, developing in a certain social, economic and historical
environment” [1], and therefore, its interpretation depends on the aspects and approaches taken
as a basis.

The first theoretical substantiation of the studied term was offered by R. Cantillon. The
scientist described entrepreneurship as an innovative activity directly related to risk, and the
entrepreneur as a person “who at a certain price buys the means of production to produce
products and sells it for income, and who, committing to costs, does not know at what prices
the production can be realized” [2]. This comprehension became the basis for further
understanding of the concept in economic theory.

Theorists and practitioners A. Smith, J.-B. Sei, A. Marshall, M. Weber and others studied
various economic aspects, linked business with management, identified capital owners and
businessmen, centralized the figure of the entrepreneur in the economic process, and so on. For
example, K. McConnell and S. Brew defined entrepreneurship as a special activity in which the
entrepreneur plays an intermediary role, combines land resources, capital and labor into one
production process and takes responsibility for enterprise development, not forgetting about the
risk probability [3].

However, the main concept in the development of the theoretical basis of entrepreneurship
is considered to be the J. Schumpeter’s theory. In his opinion, entrepreneurship is a universal
function of the economic system, the purpose of which is to design innovative combinations,
combining different activities [4]. The concept interpretation of entrepreneurship should include
a combination of three main principles:

— implementation of new combinations of production factors;

— combination of business functions with other activities;

— taking into account the economic and political environment, which determines the
opportunities, types, motivations of entrepreneurship.
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American scientists E. Dolan and D. Lindsay have repeatedly emphasized that the main
purpose of entrepreneurship is to find new opportunities and methods of production, move away
from old strategies and implement new promising methods and improve the organization of
economic activity [5]. Therefore, innovation and innovative approach have become the basis
for defining the entrepreneurship of various researchers.

Systematization of the main scientific and methodological approaches to the definition of
entrepreneurship and the interpretation of this term at the legislative level are given in Table 1.

Table 1
Approaches to the definition of “Entrepreneurship”
Author, Source The definition of the notion “Entrepreneurship”
L. Vorotina [14] Entrepreneurship is not any activity of a manufacturer, banker, trade

worker, service sector, but only the activity of the owner, who
independently or with the involvement of hired labor begins and
carries out production, trade, etc.

R. Trynko, Entrepreneurship is an economic entrepreneur’s resource with four key
O. Malinovska [8] functions being in continuous interaction: the combination of land,
capital and labor resources in a single production process of goods and
services; independent decision-making; innovative approach and risk
in activity

J. Nikolenko [9] Entrepreneurship is a certain system of enterprises life-sustaining
activity, which is based on democratic forms of their economic
activity, providing them with the right of initiative in choosing the
field, forms, management methods, economic, organizational and
technical creativity and innovation

Z. Varnalii [10] Entrepreneurship is an initiative, independent, innovative, systematic
activity of production, work, services provision, which is carried out
at your own risk and under personal property responsibility in order to
obtain entrepreneurial income

Law of Ukraine “On Entrepreneurship is defined as a direct independent, systematic, at
Entrepreneurship” [6] their own risk activities for the goods production, work, services
provision for profit, which is carried out by individuals and legal
entities registered as business entities in the manner prescribed by law
Economic Code of Entrepreneurship is an independent, proactive, systematic, at your own
Ukraine [7] risk economic activity carried out by business entities (entrepreneurs)
in order to achieve economic and social results and make a profit

The analysis of different approaches to the definition of entrepreneurship allowed us to
conclude that the most complete and well-argued interpretation belongs to Z. Varnalii, which is
that “entrepreneurship as an economic category is a certain type of management in which the
main subject is an entrepreneur who rationally combines factors of production, on an innovative
basis and at its own risk organizes and manages production in order to obtain entrepreneurial
income” [10].

Thus, entrepreneurship is an initiative, independent, systematic type of activity carried out
by business entities at their own risk and property responsibility to achieve results and obtain
entrepreneurial profits.

In modern economic theory, there are many classifications for the business entities division
depending on key criteria (Table 2). The scope of our study is the division of business entities
into micro, small, medium and large enterprises.
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Table 2
Classification of enterprises in Ukraine
(formed on the basis of [11])
Separation Criterion Types of Enterprises
Form of incorporation private, employee-owned, state, public utility
Range of activity micro, small, medium and large
Way of creation and forming the statutory fund | unitary, corporate
Technologic integrity and degree of main, subsidiary, associated, branch office
subordination
Corporate objective and nature of activity entrepreneurial / commercial,
gsocial / uncommercial
Capital national, foreign, utility
Legal status and business pattern sole proprietorship, cooperative, partnership,
lease holding
Industrial and functional kind of activity industrial, agricultural, bank, transport, leasing,
insurance, etc.

For the first time, the division of enterprises depending on the range of activity was defined
by the Law of Ukraine “On Entrepreneurship” in 1991. Subsequently, the legislation was
improved due to the growth of the enterprises number and changes in the economic, political
and social life of the country.

Separation criterion for enterprises to a particular type are correlated with the general level
of the country’s economy. In addition, the definition of SME requires consideration not only of
quantitative criteria (manning level, amount of annual income, book value, etc.), but also
qualitative characteristics (legal independence, unity of ownership and direct firm management,
the direct nature of the employer-employee relationship; responsibility for business results;
small market, etc.) [10]. It should be noted that at this stage of the study we consider only
quantitative indicators.

Therefore, in the latest version of the Law of Ukraine Ne 2164-VIII dated October 5, 2017
on amendments to the Law of Ukraine “On Accounting and Financial Reporting in Ukraine (to
improve some provisions)” [12] the division of business entities depends on the average number
of employees, sales income and book value of assets.

Table 3
Business entities division
(formed on the basis of [12])
Types of enterprises Total stuffing Sales income Book value
Small enterprises up to 50 people up to 8 million euro up to 4 million euro
Medium enterprises up to 250 people up to 40 million euro | up to 20 million euro

The European division system is mainly based on the Commission Recommendation of 2003
[13], which prioritizes the number of employees.

Based on the above-mentioned information, small and medium enterprises are
organizational and economic types of enterprises, which have a staff of 10 to 250 people, from
700 thousand euro to 40 million euro of annual income, from 350 thousand euro to 20 million
euro of book value and direct its independent innovation to profit.
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Table 4
Business entities division in Europe
(formed on the basis of [13])
Types of enterprises Total stuffing Sales income Book value
Small enterprises up to 50 people up to 10 million euro | up to 10 million euro
Medium enterprises up to 250 people up to 50 million euro | up to 43 million euro

According to the State Statistics Service of Ukraine, there are about 971 thousand legal
entities in the country, excluding non-commercial organizational and legal forms of ownership,
of which about 700 thousand are active [15].

Table 5
Number of business entities divided into large, medium, small and micro enterprises
(formed on the basis of [15])

Year Total amount of Large Medium Small
enterprises enterprises enterprises enterprises
2018 355 877 446 16 057 339374
2017 338 256 399 14 937 322920
2016 306 369 383 14 832 291 154
2015 343 440 423 15 203 327 814
2014 341 001 497 15906 324 598

The analysis of the State Statistics Service data confirms that small and medium-sized
enterprises make up the main points of business. Since 2014, there has been a certain
quantitative decrease, but changes in legislative documents, especially in the Law of Ukraine
“On Limited and Additional Liability Companies”, adopted in 2018, contribute to the
emergence of enterprises directly related to providing greater freedom in corporate structure
management and obtaining less regulatory control. Therefore, as at the date of 2018, the
percentage of SMEs is 99.9 % of the total number of enterprises (including micro-enterprises).
It is also important to note that the percentage of employees in small and medium enterprises is
73.5 % of the total number of employees. For comparison, the percentage of employees in large
enterprises is 26.4 %.

In 2019, a member of the reform support team of the Ministry of Economic Development
and Trade of Ukraine D. Shemyakin noted that the contribution of small and medium-sized
businesses to GDP is 55 %, and large and medium — 73 %. In Europe — twice as much. The
number of enterprises does not affect efficiency and productivity.

Supporting the SMEs development is one of the concepts of economic development of
European countries. Thus, the SME group is the foundation of the German economy, which
covers 99 % of all companies in the country. According to the German Federal Ministry of
Economics and Energy, small and medium-sized enterprises can provide 60% workplaces and
produce more than 50 % of all production.

According to the European Information and Research Center, as at the date of 2018, about
3 million small and medium-sized enterprises are registered in France, and the share of SMEs
in GDP is 50 %. In the UK, small and medium-sized businesses account for 96 % and produce
20 % of GDP. ltaly is the leading country in Europe in the number of SMEs (more than
3.6 million companies).
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Spain is no exception: 99.8 % of the total number of enterprises are SMEs, although 97 %
of enterprises have a profit of less than 2 million euro, and 95.8 % of enterprises employ up to
9 people. This allows us to talk about the national specifics of the Spanish economy.

If in the European Union enterprises with the amount of 250 employees are considered to be
small and medium-sized businesses, in the United States SMESs can have up to 1.200 employees.
According to data from 2018, recorded by the US Small Business Administration, 99.9 % of
enterprises were small, which once again indicates the important role of SMEs in economic
growth.

Trends in the modern economy dictate to states the conditions for creating sustainable SME
development. Small and medium enterprises are characterized by a flexible organizational and
managerial structure. A small number of employees requires the introduction of the principles
of interchangeability and universality of specialists, that minimizes financial and labor
resources, that cannot be said about large enterprises. Possible changes in demand do not usually
cause ruin, as new consumer needs encourage business owners to restructure and they are able
to offer new products in the short term.

SMEs do not need large start-up capital, while providing part of the population with
workplaces. And this primarily means the formation of the middle class, which is the basis of
economic and social status. Of course, SMEs are more favorable and vulnerable to external risks
such as inflation, price fluctuations, credit conditions, changes in taxation, etc., but internal
organization and flexible management create competition and contribute to the innovative
development of the country as a whole.

Conclusions and prospects for further research. The concepts of entrepreneurship, small
and medium enterprises are in the center of researchers’ attention because of constant changes
in the economic structure of the country. The example of the world economy gives the right to
say, “that small, medium and large enterprises are not mutually exclusive, but complementary.
The most important component of a market economy should be the existence and interaction of
many large, medium and small enterprises, and the optimal ratio of them” [10]. SMEs take
active part in macroeconomic and microeconomic processes and remain an indicator of
structural changes in the national economy, and unfavorable business conditions and
unsustainable development of the Ukrainian economy in general lead to a decrease in the
number of large enterprises, that in turn may intensify the process of small and medium
enterprises establishment.

A static review of the entrepreneurship state allows us to talk about the positive changes in
the formation and development of small and medium enterprises in Ukraine. The growth in the
number of SMEs is reflected in the level of employment, GDP level and total value added.

However, the spread of the COVID-19 pandemic has made adjustments. The introduction
of quarantine measures has caused a number of social and economic problems: the closure of
state borders, the suspension of imports and exports, falling oil prices, the closure of many
enterprises or introducing a distance form of work, the cessation of transport, unemployment
and more. Partial resumption of daily life still does not allow the economy to return to normal.
For example, the increase in the coronavirus epidemic in the United States and the predicted
second wave in autumn in the world as a whole require a reduction in oil production indefinitely,
as a result of which the Kingdom of Saudi Arabia and the United Arab Emirates raise export
prices. Therefore, according to analysts’ opinion, the recession of the world economy will
prevail at least until the end of 2020.

World governments develop and implement programs aimed at stabilizing the economic
situation. The leaders of our country offered the program “Economic Recovery”, which is
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intended for 2020-2022. The main goal of the program is to stimulate and restore the main
sectors of the economy (agriculture, industry, services, etc.) and the economy as a whole.

European experience shows that competition encourages companies to develop and

implement the latest technologies to improve production efficiency. This means the
interdependence of the country’s economy on the purposeful activities of SMEs. Therefore, the
policy of our country should also be aimed at establishing a balance of interests of the state and
business, providing optimal conditions for business, working out strategies and plans for the
SMEs development, which in turn will lead to economic stability of Ukraine.
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B cratse paccMOTPEHO MOHATHE MAJIOTO U CPEAHETO MPEIIPHHIMATEIHCTBA B IPOLIECCE CTAHOBICHHS
9KOHOMHYECKOI MBICTH. 3ajada paboThl — ONpPEASNIUTh M INPOaHAIM3UPOBAaTh COCTOSHHE MAJloro U
CpeHero MpeANpUHNMATEIbCTBA KaK B YKpauHe, Tak u 3a pyoeskom. J{ist peneHust taHHOI 3a1a4u HAaMU
OBUTM  PacCMOTPEHBI pa3NMyYHbIE TOYKH 3pEHUS 3apYOeKHBIX W OTEYECTBEHHBIX YYEHBIX U
chOpMyIMpOBaHO COOCTBEHHOE NOHMMaHHE TepMHHA. Takke OBUI TPOBENEH CPaBHUTEIBHO-
KOJIMYECTBEHHBIN aHAJIN3 NPEANpPUSITHIl HAa OCHOBE JAHHBIX, cOOpaHHBIX ['ocynapcTBEHHOH ciryxOoi
CTaTUCTUKU YKpauHbl, W OOHAPYKEH IOJOXUTEIBHBI TMPHUPOCT Tmpennpustuii 3a mepuon 2014-
2018 rogos. Kpome Toro, nccieqoBaHbl OCHOBHBIE ITOIXO/IBI K KIaCCU(PHUKAIIINH PEINPUSTHI HA BUIBI 10
pa3IUUHBIM MPU3HAKAM COTJIACHO YKPaMHCKON SKOHOMHYECKOH cUcTeMe M craHaapTaMm EBpomnelickoro
Co1o3a, KOTOpBIE KOPEHHBIM 00pa3oM oTian4aroTes oT kraccuukanuu B CILIA. Bmecte ¢ Tem Hamu OpuTH
paccMOTpeHB! MOKa3aTesd Majoro u cpenHero mnpennpuHuMarenscTBa CHIA u ctpan Epomsl, uto
M03BOJISIET TOBOPUTH O TOM, YTO HaHOOJBIIMI MpoleHT Biiana B BBII npuHaqiexuT UMEHHO CEeKTOpy
MaJIoro M cpemHero mnpeanpuHuMmarenbcTBa. Omucannsle ocodenHoctr MCII B cpaBHEHHH C JpyrHMHU
BUJAaMU OPEANIPUATHH ONpefensoT BaXHOCTh cTaHoBIeHUs MCII kak ycTOH4YMBOro ¥ caMOJ0CTaTOYHOTO
CEKTOpa PKOHOMUKH, KOTOPBIH TPeOyIOT MOAAEP>KKI CO CTOPOHBI TOCYAAPCTBEHHOTO PETyINPOBAHHS.

AxryanpHOCTh wHccnenoBanus Tembl MCII mpekae Bcero NPOAMKTOBaHA HEOOXOIUMOCTBIO
0000meHNsT paHee WCCICIOBAaHHBIX IUIACTOB JAHHONW TEMAaTHUKH, IOSIBICHHEM HOBBIX pedopMm u
CTpeMIICHHEM YKpaWHBI yCOBEPIICHCTBOBATh SKOHOMHYECKYIO CHCTEMY M BBIBECTH €€ HAa MHPOBOH
YPOBEHB.

Pa3BuTHE YKOHOMUKHU 3aBHUCHT HE TOJBKO OT BHYTPEHHUX IMPUHIUIIOB BEACHUSA IOJIUTUKH, HO U OT
BHEIIHUX (DAKTOPOB, BIUSIOIINX HAa COCTOSHHE MHpPOBO# skoHOMmukH. Hawano 2020 roma 3acraBmio
pYKOBOJHTENCH CTpaH MHPOBOTO COOOIIECTBA 3a[yMaThCsi O NMPHUHIHUIIAX COXPAHEHUS] SKOHOMHUYECKUX
ToKa3aresied B IepUOJ TPUTTepa, BEI3BAHHOTO TaHJeMHel KOpOHaBHpyca M 00BajoM IleH Ha He(Tb, a
MIOTOMY BIIOJIHE 3aKOHOMEPHOMH SIBISETCS MIPAaKTHKa BHEAPEHHS IPOTrpaMM MO MOJJIEPKKe TPEIIPUITHI
MaJIoro U cpefHero OM3Heca B MEPHO PEIeCCHE MUPOBOIT SKOHOMUKHL.

Knrouesvie cnosa: BUBI Hpe[IHpHSITPIﬁ, MaJlble W CpEAHUE MNPEANPUATHUSA, HAIUOHAJIBHOC
NPEANTPUHUMATEIBLCTBO, MNPEANIPUHUMATEIILCTBO, POJIb MaJIOro MW CpEeAHEro npeAnpuHUMATeIbLCTBA,
Cy6’LeKTBI X035 CTBOBAHMS.
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VY cTaTTi pO3INISHYTO MOHATTS Majoro Ta CEpeHbOTO MiJNPUEMHHLTBA B IPOLECI CTAHOBICHHS
€KOHOMIYHOT AyMKH. 3aBIaHHS pOOOTH — BH3HAYMTH Ta MPOAHATI3yBaTH CTaH MAJOr0 Ta CEPEeIHBOIO
MiANpUEMHUNTBA B YKpaiHi Ta 3aKOpAOHOM. 3 Ii€I0 METOI0 OKpECIeHI BH3HAYCHHS 3aKOPIOHHHX i
HalliOHAJIBHUX HAYKOBIIB i cOpMyIbOBaHO BiIACHE PO3yMiHHS TepMiHy. [IpoBeneHO HOpIBHSIBHO-
KiJIbKICHMI aHaJIi3 MiAIIPUEMCTB Ha OCHOBI J1aHMX, 310paHux JlepaBHOIO CITy)K00I0 CTAaTUCTUKK Y KpaiHH,
1 BUABJICHUI TO3WTHBHUM TPHPICT mignmpueMcTB 3a mepiox 2014-2018 pokiB. OkpiM TOTO TOCHTiIKEHi
OCHOBHI MiXOAW CTOCOBHO MOy MiIANPHEMCTB Ha BUAW 32 Pi3HUMH KiIacH]iKamifHIMH O3HAKaMU
BIJIIIOBITHO JI0 YKPaiHChKOi EKOHOMIYHOT CHCTEMH Ta CTaHAapTiB €Bporneiickkoro Coro3y, M0 TOKOPIHHO
BiJPI3HAIOTECA Bim cuctemMu mofmimy B Cromydenux Llrarax Amepuku. Pasom 3 TuM po3risHyTI
MOKa3HUKU Manoro Ta cepeanboro mianpuemuuirsa CIIA i kpain €BponH, 10 J03BOJISIE TOBOPUTH IIPO
Te, MO HaWOIMbIKI BimcoTOK BHecky y BBII Hame:xuTh came CEKTOpY Majoro Ta CEpeaHbBOTO
nignpuemannra. Onucani ocobianeocti MCII y mopiBHSHHI 3 iIHIIMME BUAAMH ITiAIPHEMCTB BU3HAYAIOTh
BaxmBicTh craHoBieHHs MCII sk CTIHKOro Ta caMOJOCTaTHBOTO CEKTOPY €KOHOMIKH Ta BHMAararoTh
MATPUMKH 31 CTOPOHH JIEP>KaBHOTO PETYITIOBaHHS.

AxryanpHicTh mocmimkeHHs Temu MCII mepenyciM mpoauKToBaHa HEOOXIMHICTIO y3arajlbHEHHS
paHilie JOCIiHKEHNX TUIACTIB Mi€l TEMH, ITOSIBOIO HOBHX peopM Ta MparHeHHSAM Y KpaiHU BIOCKOHAIHTH
E€KOHOMIYHY CHCTEMY Ta BUBECTH ii Ha CBITOBHH PiBEHb.

PO3BUTOK €KOHOMIKH 3aJIC)KUTh HE JIHIIE BiJl BHYTPIIIHIX MPUHIIMIIB BeICHHS MOJITHKH, aie 1 Bifg
30BHIIIHIX (DaKkTOpiB, 10 BIUIMBAIOTh HA CTaH CBITOBOi ekoHOMikH. [louaTok 2020 poky 3MycuB
KEpiBHUKIB KpaiH CBITOBOI CIIIBHOTH 33 [yMaTHCsI PO MPHHIMIH 30€pekeHHsI eKOHOMIUHUX MOKa3HUKIB
y Hepiof TpHUrepy, BUKIMKAHOTO MAaHJEMI€I0 KOPOHABIpyCy Ta 0OBaloM IiH Ha HaQTy, a TOMY IIJIKOM
3aKOHOMIPHOIO € TIPaKTHKa BIIPOBA/DKCHHsS IMPOTrpaM IIOJ0 MiATPUMKH IMiJNPUEMCTB Maloro Ta
cepeHBOro Oi3HECY B MEPioJl perecii CBITOBOT EKOHOMIKH.

Kniouosi cnosa: BUAM MANPUEMCTB, Majli Ta CEpeiHi MiAMPUEMCTRA, HAI[IOHATIBHE MTiATPUEMHHUIITBO,
M AMPUEMHUIITBO, POJIH MAJIOTO Ta CEPEHBOTO MiAMPUEMHHUIITBA, CY0’ €KTH TOCIOAaPIOBAHHSL.
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