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FINANCIAL AND ADMINISTRATIVE ASPECTS
OF SMALL BUSINESS DEVELOPMENT IN UKRAINE

Abstract. The article substantiates key financial and administrative aspects of small
business development. It is noted that entrepreneurship in the field of small business is determined
as the activity of business units with the inherent features that are both characteristic to
entrepreneurial structures in general, and also peculiar features that determine the peculiarities of
such a functioning of business units in the sphere of implementing the tasks and objectives of the
business. It is highlighted that the success of a small business depends on the conditions of the
environment in which entrepreneurial structures operate. It is explained that to such conditions there
should be included economic, legal, socio-cultural, demographic, technological, natural-
geographical and organizational ones.

The peculiarities of business development in developed countries and Ukraine are analyzed
and their comparative estimation is presented. It is determined that small and medium business play
a significant role in the development of economic systems of developed countries around the world.
It is established that the share of small and medium business in the GDP of many developed
countries stands for more than 50%, which speaks of their significance for society as a whole.

It is proved that in order to reach the level of developed countries in Ukraine and to increase
the presence and importance of small business, it is necessary to improve the mechanisms of public
administration and to strengthen the financial factor of influence on the processes of business
development in the country. The ways of improving financial mechanisms of small business
management at the level of the state are presented. The direct and indirect means of public
administration influence are characterized, on the basis of which entrepreneurs will be able to
attract financial resources for their development.

It is suggested to allocate budget allocations, preferential lending and partial compensation
of interest rates on loans to the direct means of public administration influence on the development
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of small business. Also, in the article there is offered to treat the development of alternative
financing schemes, the activity of specialized guarantee funds, improvement of access of business
to credit resources, improvement of the financial market infrastructure and training of specialists for
the provision of consulting services for the participation of small business in financial market
operations as the indirect means of public administration influence on the development of small
business.

Keywords: small business, financial mechanisms, state, development, direct and indirect
directions of state regulation.
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®IHAHCOBO-YIIPABJIIHCBKI ACIIEKTH PO3BUTKY
MAJIOT'O MIJNPUEMHUIITBA B YKPAIHI

AHoTanisg. OOGIrpyHTOBaHO KIIIOYOBI (hiHAHCOBO-YIPABIIHCHKI ACHEKTH PO3BUTKY MAajoro
MIIMPUEMHUIITBA. 3a3HAYEHO, L0 MIAIPHEMHUITBOM Yy cdepl manoro Oi3HeCy BHU3HAYAETHCS
JSUIBHICTh CYO’€KTIB TOCHOJApIOBAaHHS, SKIH MNpUTAMaHHI SIK DPUCH, SKI XapakTepHi Uit
MIJIPUEMHUIBKUX CTPYKTYp 3arajoM, TakK 1 CBOEPIJIHI PUCH, SIKI BU3HAYaIOTh OCOOJIMBOCTI TAKOTO
(GyHKILIOHYBaHHS CYy0’€KTiB TOCNOAaoOBaHHS y cdepl peanizauii 3aBgaHb Ta el OizHecy.
O3HayeHo, 10 YCHIIIHICTh 3A1HCHEHHs] Maoro 0i3HeCy BU3HAYal0Th YMOBH CEPEIOBUIIA, B SIKOMY
(GYHKLIOHYIOTh HIANPHUEMHULIBKI CTPYKTYpU. Po3’sCHEHO, 110 /10 TakUX YMOB BapTO BiJHECTH
€KOHOMIYH1, IIPaBOBI, COLIAJIbHO-KYJIBTYpHI, AeMorpadiyHi, TEXHOJIOT1YHI, IPUPOIHO-TeorpadiuHi
Ta opraHizaliiiHi yMoBH.

[IpoananizoBaHO OCOOJIMBOCTI PO3BUTKY MIANPUEMHUITBA B PpO3BUHYTUX KpaiHax Ta
VYkpaiHi 1 npeAcTaBiIeHO TXHIO MOPIBHUIBHY OLIIHKY. BU3HaueHo, 1110 MaJii Ta cepeHi miInprueMcTBa
BIJIIFPalOTh BaroMy poJib Y PO3BUTKY €KOHOMIUYHUX CHCTEM PO3BUHYTU KpaiH cBiTy. BcTaHoBneHo,
1110 YacTKa MaJMX 1 cepeaHix nmianpueMctB y BBII 6aratbox po3BUHYTHX KpaiH CTAaHOBUTH OlJIbIIIe
Hik 50%), 1110 TOBOPHUTH MPO X 3HAYCHHS JJIS1 CYCITUILCTBA 3araioM.
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JloBeneno, mo anst Toro, abum B YKpaiHi JOCATTH PIBHS PO3BUHEHHMX KpaiH 1 MOCHUIMTH
IPUCYTHICTh Ta 3HAYEHHSI MAJUX MiJIPUEMCTB, MOTPIOHO YAOCKOHAIUTH MEXaHI3MH JE€P’KaBHOTO
VIPaBIiHHA Ta MiICHIUTH (DIHAHCOBUH YMHHHK BIUIMBY Ha MPOLECH PO3BUTKY MiANPHUEMHUIITBA B
Kkpaini. HaBemeHo wmsixu ymockoHaleHHS (PIHAHCOBUX MEXaHI3MIB  YIPABIIHHSI MalUM
MiANPUEMHUIITBOM Ha piBHI JepkaBu. OXapaKTepH30BaHO MpsMi Ta HempsiMi 3aco0W BIUTUBY
JIEpKABHOTO YIPABIIIHHSA, HA OCHOBI SIKUX MiAMPHUEMII 3MOXKYTh 3alydaTd (piHAHCOBI pecypcu Uis
CBOT'O PO3BHTKY.

3arponoHOBaHO J10 NPSAMHUX 3ac00IB BIUIMBY JI€PKABHOT'O YIPABIIHHA Ha PO3BUTOK MAajoro
MiANPUEMHUITBA BiHECTH OIOJDKETHE AaCHUTHYBAHHs, MUIBIOBE KPEIUTYBaHHS Ta YaCTKOBY
KOMIICHCAI[II0 BiJICOTKOBHX CTaBOK 3a Kpeautamu. Jlo HempsMHX 3aco0iB BIUIMBY JEp>KaBHOTO
VIOpaBIiHHA Ha PO3BUTOK MaJoOro IiJNPUEMHHUITBA TPOMOHYEMO BIJHECTH PO3BHUTOK
aNbTEPHATUBHUX cXeM (iHaHCYBaHHS, MISUTBHICTH CIICHIalli30BAaHUX TapaHTIiHHUX  (OHIIB,
MOJITIIEHHS JIOCTYIYy HiANPUEMCTB J0 KPEAWTHUX PECYpCiB, yAOCKOHAJIEHHS I1H(PPaCTpyKTypu
(iHaHCOBOTO PUHKY Ta MIATOTOBKY (paxiBIiB A HAJaHHS KOHCAJITUHTOBUX MOCIYT IOAO Y4YacTi
MaJIUX MiJIPUEMCTB B ONIEpallisix (iHAHCOBOTO PUHKY.

KurouoBi ciioBa: mane mianpueMHHUITBO, (iHAHCOBI MEXaHI3MHU, JepKaBa, PO3BUTOK, MPsIMi
Ta HETIPSIMi HANIPSIMU IEP’KaBHOTO PETYTIOBAHHS.
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OUHAHCOBO-YITPABJIEHYECKHUE ACIIEKTBI PA3BUTUSA
MAJIOT'O ITPEAITPUHUMATEJIbBCTBA B YKPAUHE
AnHoTanusi. OOOCHOBaHBI KIIIOUEBble (DMHAHCOBO-YIPABICHUYECKHE ACIHEKThl Pa3BUTHS
MaJIoro HpeANpUHUMATENbCTBA. PacCMOTpEHBI yCIIOBUS MPEANIPUHUMATEIBCKON Cpelbl, KOTOphIE
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OMPEACISIFOT Pa3BUTHE CYOBEKTOB Majoro OmsHeca. [IpoaHann3mpoBaHbl OCOOCHHOCTH pPa3BUTHS
NpeANPUHUMATEILCTBA B Pa3BUTHIX CTpaHaX W B YKpaWHE M JaHa MX CPaBHHUTENbHAs OICHKA.
HpeZUIO)KCHI)I IMyTu COBCPUICHCTBOBAHUA (bHHaHCOBBIX MCXAaHU3MOB pPEryjivpoBaHusA MaJOIo
npeAnpuHUMaTenbeTBa.  OXapakTepu30BaHbl  MPSAMbIE M KOCBEHHBIC  HAIPaBJICHUS
roCyAapCTBEHHOI'0 YIIPABJICHUS, HA OCHOBE KOTOPBIX MAJIbIE MPEANIPUHUMATENIN B Y KPAHE CMOTYT
NPUBJIEKaTh (PUHAHCOBBIC PECYPCHI /IS CBOETO PA3BUTHSL.

KiwueBble cj10Ba: Majioe MpeapruHAMaTeIbCTBO, (PMHAHCOBBIC MEXaHU3MBbI, TOCYAapPCTBO,
pa3BHTHE, IPSMbIC U KOCBEHHbIE HAMPABICHHUS TOCYIapPCTBEHHOTO PETyIMPOBAHHS.

®opmymn: 0; puc.: 1; Tabn.: 2; 6ubmn.: 18.

Introduction. In modern conditions, the entrepreneurial environment in the state needs new
approaches and principles of public administration because of its importance for the development of
the economic system. After all, the conditions in which entrepreneurs operate, in many cases, are
critical and do not provide an expanded reproduction of the activity of business units. An important
role in the process of entrepreneurs functioning must play financial regulation, which is ensured by
the state and provides the basis for providing business units with the necessary financial resources.
As far as in the state there is a significant imbalance of relationships both in the field of business
and in the financial sphere, there are all grounds to confirm that there are problems in the process of
financial regulation of entrepreneurial activity at the state level.

Literature review and the problem statement. The issue of small business development is
always urgent in the context of the development of society. A large number of scholars such as
Bohun K. [1], Vasyltsiv T., Borshchevskyi V., Fleichuk M. [2], Onyshchenko V. [3], Ostapenko N.
[4], Pavliuk T. [5], Pavliuk A., Pokryshka D., Belinska Ya. [6], Riabchenko O. [7], Suprunenko S.
[8], Sytnyk N. [9] and other researchers consider the peculiarities of small business development
and public administration of this process. However, these issues require considerable attention and
thorough scientific research because of the importance of the functioning of small business units for
the economic system and constant transformational changes that take place in Ukrainian society,
which stipulates the topicality of the chosen problematics and topic of the article.

The paper objective is to reason the optimal directions for improving financial mechanisms
of small business development at the state level in accordance with the transformational changes
that take place in the society at the present stage of its functioning.

Research results. Business in the field of small business is determined as the activity of
business units with the inherent features that are characteristic to entrepreneurial structures in
general (initiativity, riskiness, independence, creativity, desire for gaining profit, responsibility for
performance and innovation), and also some peculiar features that determine the peculiarities of
such a functioning of business units in the sphere of implementing the tasks and objectives of the
business.

Small and medium-sized business is a sign of a progressive economy. Small business
perform a number of economic and social functions, the most important of which are:

 solving the problem of unemployment both at the expense of self-employment of
entrepreneurs, and at the expense of the increase of workplaces;

* ensuring the development of economics;

* creating a competitive environment;

« structural restructuring of the economy;

* rapid return on investments;

« production of science-intensive products [10].

The success of a small business depends on the conditions of the environment in which
entrepreneurial structures operate. In Table 1 there is given the characteristics of the entrepreneurial
environment conditions, which determine the effectiveness of business units.
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Table 1
Conditions of the entrepreneurial environment that determine the conditions for small business

functioning
Conditions of the
Ne entrepreneurial Characteristics
environment
1 Determine the specifics of the use of resources and business activity in the
Economic conditions economic environment, basing on market conditions, level of economic
freedom, incomes of the population, tax policy, competitive environment, etc.
2 Disclose the essence of the legislation development, in particular economic,
Legal conditions and the peculiarities of the regulatory influence of the state through the
regulatory and legal framework
3 Socio-cultural and | Characterize the specifics of forming the needs of consumers and their demand
demographic conditions for goods and services, as well as the formation of a certain type of economic
culture in society
4 Technological conditions Determine the type of implementing the production process at enterprises and
the level of the application by them scientific achievements and innovations
5 Natural-geographical Provide an understanding of how the natural conditions and geographical
conditions features affect the level of entrepreneurial structures development
6 Organizational conditions Characterize the system of public authorities, which regulate the activity of
enterprises of small and medium-sized business and their impact on business units

Note: elaborated by the authors

The sphere of small business is subjected to the influence of public administration. Public
administration of the sphere of small business — it is a set of tools, methods, levers and measures
that are intended to ensure the effective development of small business through the effective
mechanism of influence of public authorities on the activity of business units. The main reasons for
the presence of a government's influence on the sphere of small business activity are:

« the existence of a monopoly environment in society and the necessity for the formation of
a perfectly competitive environment in the state;

« the necessity for price regulation of those groups of goods that are produced by small
business;

* the necessity for adaptation of labor markets, capitals, resources, intellectual products to
the current conditions of managing entrepreneurial structures;

» promoting a stable and harmonious development of society by ensuring the effective
functioning of small business enterprises;

 solving issues of international policy and cooperation by establishing a favorable
entrepreneurial environment within the country.

Consequently, the sphere of small business, like any other social activity, is subjected to the
administrative influence of the state. It is natural that business units carry out self-regulation of their
activity, which is adjusted by the objective laws of the market mechanism, within which function all
actors in a society. However, it is necessary to remember that both physical and legal persons
cannot be outside the influence of the state, which, in turn, implies its decisive influence on the
economic activity of the subjects. It regulates small business in the name of such public authorities
as parliament, President, government and individual ministries, as well as relevant bodies of
regional, city and district subordination.

The development of small business in many countries of the world is characterized by
integrated indicators that underline the fundamental role of small business in the socio-economic
and political life of each country (Table 2).

As can be seen from the data in Table 2, small and medium business play a significant role in
the development of economic systems of the developed countries around the world. In particular,
their number is much higher than in Ukraine, which allows us to speak about the high level of
employment of the population and their production and economic activity. In addition, the share of
small and medium-sized business in the GDP of many developed countries is more than 50%,
which indicates their importance for society as a whole.
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Table 2

The state of small and medium business development in some countries

. Quantity .
Quantity . Share of SMB in
Country SMB, thousands of SMB per 1000 | Involved in SMB, the general quantity _Share of SMB
persons of min of persons . in the GDP, %
persons . of involved, %
population
Great Britain 2630 46 13,6 49 50...53
Germany 2290 37 18,5 46 50...54
France 1980 35 15,2 54 55...62
Italy 3920 68 16,8 73 57...60
EU countries 15770 45 68 72 63...67
USA 19300 74,2 70,2 54 50...52
Japan 6450 49,6 39,5 78 52...55
Ukraine 272,7 57 2,05 7,2 1,7

Note: (Ostapenko, 2012).

In order to reach such a level in Ukraine and to increase the presence and importance of small
business, it is necessary to improve the mechanisms of public administration and to strengthen the
financial factor of influence on the processes of business development in the country. This can be
achieved through direct and indirect means of influencing entrepreneurial activity by expanding the

possibility of business units to gain access to the necessary financial resources (Fig. 1).

Budget subsidies and dotation

Budget lending

Government

Budget Preferential Partial compensation of interest rates
allocations lending on loans
Direct means of influence on A Indirect means
the business/entrepreneurial <> Public \l/ of influence on the
activity Administration entrepreneurial activity

Developing alternative
schemes of financing

Specialized guarantee
funds activity

Improving the access of business
units to credit resources

Training specialists for providing
consulting services concerning the
participation of small business in

financial market operations

Improving the infrastructure
of financial market

Fig. 1. The Impact of Public Administration on Small Business Development (financial aspect)

Note: own generalizations
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As can be seen from Fig.1, budget allocations are the main direct means of public
administration impact on the activity of small business, which can improve the access of business
units to financial resources. In particular, this refers to budget subsidies and dotation, budget
lending and government procurement.

Budget lending is evidencing its effectiveness and efficiency. However, it is most effective
if the system of repayment of credit resources exists in the state, according to which the principle of
return and payment of credit funds is ensured. At the same time, the authorized public authorities
should control the targeted use of credit facilities by borrowing companies, which, in their turn,
should feel real and inevitable responsibility for using the state's credit resources.

The financial and managerial aspect concerning the support of the activity of small business
by the state is also evident in government procurement, which should be implemented in order to
support domestic producers. Entrepreneurs will have guarantees for the sales of their products and
thus be able to have confidence in the financial security of their activities.

Budget subsidies and dotation should be directed towards the development of information,
technical and personnel support for small business. The effectiveness of this practice is evidenced
by foreign experience. After all, the state should be interested in the fact that business units that
produce the necessary goods and services have the resource support necessary for their full
functioning.

In general, fiscal policy as an integral part of a country's financial policy plays an important
role in the country's economic processes, in accordance with which enterprises are developing, and
it should be conducted according to the principles of the effectiveness of achieving social and
economic development of the country. Ways of applying fiscal policy depend on the economic
conditions in which the economic system of a particular country is located, and the goals set before
the government, which makes appropriate decisions [9].

Favorable lending and partial compensation of interest rates on loans are also an important
means of direct government influence on the development of small business. To ensure maximum
effect it is necessary that it would be extended to the entrepreneurial sphere of the country as a
whole, and had not a very personified character. This way, it will prevent individual entrepreneurs
to be abusing this area.

Entrepreneurial activity management can be carried out in two ways: directly influencing the
process of managing and obtaining results from the production of goods and providing services or
helping entrepreneurs through indirect influence on the subjects. The means of indirect influence on
entrepreneurial activity should, first of all, include improving the access of business units to credit
resources.

Taking into account the fact that the main institutions capable of providing entrepreneurs
with the required amount of financial resources are banks, at the state level, it is necessary to pursue
a policy of facilitating the access of business units to bank loans. This is especially true for the
small business sector, since banks are reluctant to give microcredits to this category of enterprises.

The state can become a guarantor for banking institutions that enterprises will repay their
borrowed funds. Thus, it will simplify the mechanism of obtaining credit resources by small
business, as well as increase the level of trust of banks to them. Such processes will facilitate the
activation of entrepreneurial activity in the sphere of small business and reduce the number of
bankruptcies among business units. Therefore, the state guarantee can become one of the dominant
means of managing entrepreneurial activity in the sphere of small business in Ukraine [12; 13].

To continue the idea of guaranteeing the repayment of credit funds, one should mention such
an opportunity as the activity of funds to provide guarantees and sureties. Their services will help to
expand the possibilities of enterprises to receive loans and facilitate access to the necessary
financial resources for those who do not see another way to solve the problem of financial provision
of their activities. This will increase the level of trust of commercial banks to business borrowers,
which will be the key to improving the financing of small business.

The main purpose of guaranteeing as a financial instrument is to reduce the risk of a
commercial bank by applying insurance technology: the bank pays the commission to a guarantee
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institution (fund), which, in turn, will reimburse a pre-determined portion of the loan in case of its
non-return. For the borrower, the undoubted advantage is the ability to reduce the bank’s security
requirements, as a significant part of the risk assumes the guarantee organization. For this, the
enterprise also pays the commission to the guarantor [14; 15].

In general, it must be recognized that the guarantee is an effective mean of attracting credit
resources for the needs of entrepreneurial structures. Therefore, managerial actions, aimed at
forming and operating a system of guaranteeing the repayment of credit funds by business units,
will promote the development of small business in the country.

Along with the guarantee services, one should mention the following means of the indirect
influence of the state on the activity of small business, such as the promotion of alternative
financing schemes (leasing, factoring, micro-lending and venture financing).

One of the most effective means in this context is leasing, which involves providing small
business with equipment that guarantees the full use of the money for its intended purpose. An
entrepreneur, who cannot afford the necessary equipment at his/her own expense, takes it for rent,
thus retaining a significant amount of money for his/her own needs and development. Accordingly,
due to this, an entrepreneur invests in his business through savings thanks to leasing operations.
Such actions will undoubtedly improve the financial position of business units and increase the
level of their competitiveness in the market [16—18].

In order to stimulate the development of leasing operations, at the state level, it is necessary
to unify and improve the legislation, using the positive practice of developed countries. It is also
necessary to draw attention to the need for the development of leasing companies, according to
which it is worth stimulating banking institutions to invest in their authorized funds. For this
purpose, in the process of carrying out such operations, it is necessary to exempt from taxation the
part of the profits, which is directed towards the acquisition of the shares of these companies. These
measures may partially improve the situation in the field of leasing financing of small business,
although the performance of leasing operations still depends on the level of economic development
of the state.

Along with leasing, an important source of financing for small business can be factoring
(assignment credit) as one of the tools of the financial market. This operation in the general sense is
a deferral of payments for an entrepreneur, and it involves three parties, one of which undertakes
factoring obligations.

Entrepreneurs benefit from such transactions because here one can talk about reducing credit
payment risk. It is much easier for entrepreneurs to plan their payment transactions, as well as
thanks to factoring both the turnover of working capital of entities and the level of their
creditworthiness are accelerated. Therefore, at the state level, the development of factoring
companies and factoring services for the sphere of small business should be stimulated.

It is also worth mentioning such direction of state support for small business as an
improvement of the financial market infrastructure. Financial infrastructure is a set of institutions
that focus on temporary free financial resources in the form of loans. The subjects of financial
infrastructure can include banking institutions, currency and stock exchanges, credit unions,
guarantee and insurance companies, investment funds and companies, etc.

In order to improve the interaction of small business and objects of financial and credit
infrastructure by the state, measures should be taken to ensure information transparency of the
financial market, equal access of participants to information flows on it.In this regard, highly topical
is the formation of a single information space of financial and credit infrastructure objects and the
provision of legal and open access of small business to it. In order to provide access to full and
reliable information for entrepreneurs, it is necessary to develop information standards that meet the
information requirements adopted on the financial markets of the United States and Western
Europe.

It is also necessary to facilitate the access of small business to trading at stock exchanges
and to establish a system for disclosing information about securities transactions at the stock

358



market. Receiving such information in real time will allow small business to be involved in the
purchase and sale of securities and obtain a potential return on their possession.

Separately, there is a necessity to focus on training specialists on the provision of consulting
services on the participation of small business in financial market operations. Indeed, there is often
a shortage of qualified assistance to business units on the market. It is also important to emphasize
the innovative aspect, as it is closely linked to increased informatization and improved advisory
services in the field of small business.

The development of business on an innovative basis requires a lot of attention from the state.
This involves the development of innovative business on the basis of the activity of specialized
organizational structures, sufficient funding and implementation of programs of innovative
entrepreneurial structures development. One should remember that innovations are the key to the
progressive and sustained development of society, since technological and scientific progress is
capable of accelerating the development of the state in accordance with the challenges and
requirements of the present [11].

Conclusions. Organization of a successful small business in the country should be based on
effective financial and lending support from the state and the search for new means of financing
small business. This, in turn, will enable an increase in the competitiveness of the national economy
by strengthening the position of business at the market and the capture of new segments on the
international level.

In order to improve the functioning of small business enterprises and improve their financial
support, the following measures should be taken: regarding the direct influence of public
administration on the process of business development, it is necessary to increase budget
allocations, to introduce preferential lending and partial compensation of interest rates on loans.
Regarding the indirect means of public administration influence on the small business development,
at the state level it is necessary to support the infrastructure of the financial services market; to
stimulate competition among the subjects of the financial market; to ensure access of small business
units to financial resources by reducing the cost of lending to small business; to promote the
involvement of a wider range of small business representatives in the program of partial
compensation of interest rates on loans of business units for their extended reproduction. It is worth
emphasizing on the importance of training specialists for providing advisory services on the
participation of small business in financial market operations.
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