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SMALL BUSINESS: INTERNATIONAL DICHOTOMIES
AND INNOVATION DEVELOPMENT STRATEGIES

MAJE NIANPUEMHULTBO: MDKHAPOOHI ANXOTOMII
TA IHHOBALIWHI CTPATETT PO3BUTKY

The article substantiates the dichotomies of small business, due to legislative conflicts. It was clar-
ified that the existing legislative conflict leads to distortions in the definition of small businesses as
a result of impossibility to substantiate the rule of any of the existing legislative acts. The list of main
and additional criteria for the identification of small businesses is highlighted. A comparative analysis
of the results, conditions, programs to promote and support the development of small business has
been carried out. The author has identified the innovative priorities of the national small business.
Particular attention was paid to the substantiation of innovative priorities for the development of small
business in agriculture, as the most promising, historically determined and undervalued type of eco-
nomic activity from the point of view of efficiency. High-quality innovative solutions are considered as
the basis for building an effective innovation strategy.

Keywords: dichotomies, small business, small business entities, micro business entities, inno-
vation development strategies.

AkmyarnbHicmb daHoi memamuku obymosrieHa 8a2oMIiCmMI0 ma 3HadyWwicmro Maso2o nidnpueMHU-
umea 8 cmpykmypi HauioHaribHoI eKOHOMIKU. Marie nidnpueMHUUMEBO € 8aXXnueuUM coujaribHO-eKOHO-
MiYHUM ¢haKmopoM po38UMKY KpaiHu, W0 3abesrneyye 3pocmaHHs 8a5108020 8HYMPIWHbLO20 rPOOyKmy,
supiueHHs psaQy HazaribHUX couiaribHUX rpobrem cycriribcmea, CMUMYyIItoe Mid8UWEHHS KOHKYPEeHMOo-
CMIPOMOXHOCMI ma IHHO8au,iliHO20 romeHujiary eKoHOMIKU. B crmammi eusHa4eHOo reperstik OCHOBHUX
ma dodamkosux Kpumepiie 0ns ideHmucdpikauii cy6’ekmie manoeo nidnpuemHuumea. ObepyHmosaHi
ouxomomii Manozo nidrnpueMHULMea, CripUYUHEHI 3aKoHOAag4uUMU KOMi3isMu, WO rornsiaarome y 00HO-
YyacHOMY 3acmocyeaHHI arlbmepHamueHUX Kpumepiig ideHmucgbikauyii cy6’ekmis, siKi mpakmyrombscsi K
OCHOB8HI. 3’sicosaHo, W0 HasieHa 3aKkoHOO0agqa Kori3isi CrIpUYUHSIE BUKPUBIIEHHS y 8U3HaYeHHI cy6’ekmig
Mario20 nidrnpueMHULIMea 8HacTiO0K HEMOXIIUBOCMI 06rpyHMYy8aHHS 8ePX08EHCMEa XOOH020 3 YUHHUX
3aKoHOOasquUX aKkmis, a yCyHeHHs nooeiliHo20 mpakmyeaHHs 8 HalKopomuwli mepMiHU € 06’ eKMU8HOH
HeOobXiOHICMIO 2apMOHI3auii pO38UMKY HayioHaribHO20 Masio20 nidnpuemHuymea. Takox Orns yOoCKo-
HaseHHs1 OUXOMOMIYHO20 po3rodiny ma 4imkoi ideHmudbikauii cyb’ekmig manozo nidnpueMHUUmea
8bavyaecmbcsi O0UiIbHUM 8UKOpUCMaHHS 3apybixkHo20 doceidy wodo 3acmocysaHHsI 000amKo8UX Kpu-
mepiig, cucmemMamusauis ma y3azanbHeHHs] HauloOHarbHOI rpakmuku 6 daHomy HarnpsamKy. B pobo-
mi rpoeedeHuli rNopieHANbHUL aHasi3 pesyribmamig, yMos, rpoepam rniompuMKU PO38UMKY Mario2o
nidnpuemMHUymea, npedcmaerieHi npiopumemHi 2arnysi w000 cyb’ekmie masio2o nidrnpueMHuULymea ma
hakmopu, ski cripusitoms ix po3sumky. Oxapakmepu3o8aHo crieyuiky nidnpuemMHUUbLKOI disribHOCMI
cyb6’ekmie marnozo nidrnpueMHUUMea 8 rpoeidHUX KpaiHax ceimy. BusHayeHi iHHosauilHI rpiopumemu
HauioHarbHo20 Marioeo nidnpuemHuymea. Ocobsuea yeaza 6yna ripudineHa ob2pyHmMye8aHH0 iHHoea-
uitiHud rpiopumemie po3suUMKy Masio2o MionpueMHUYUMea 8 CirlbCbKoMy 2ocriodapcmei sik Halbinbuw
repcrnekmueHoOMy, icmopu4yHoO 0bymMoerneHoMy ma HeOOOUIHEHOMY 3 MOYKU 30py echekmusHocmi sudy
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€KOHOMIYHOI QisirlbHOCMI. BUCOKOSIKICHI IHHOBaUIUHI pitueHHsT po32rsidarombcs 5K nidepyHmsi 055l noby-
0o8u eghekmugHOI iHHO8auiliHOI cmpameaii cy6’ekmig Masio20 nidrnpueMHULMeaa.

Knro4yoBi cnoBa: duxomowmii, mane nidnpuemHuUymeo, cyb'ekmu masno2o nidnpueMHUYymaa,
cy6’ekmu mikponionpueMHuymea, iHHosauiliHi cmpameaii po3gumeky.

B cmambe obocHogaHbl duxomomuu Masro20 npedrnpuHuUMamernscmea, 0bycrioeneHHble 3a-
KOHOOamesibHbIMU KO/IIU3UsIMU. BbideneH nepedeHb OCHOBHbIX U OOMOIHUMESbHbIX Kpumepues
ons udeHmucbukauyuu cybbekmos marsno2o npednpuHumamerniscmea. [lpoeedeH cpagHUMErbHbIU
aHarnus pesynbmamos, ycriogud, rpoepamm criocobecmeosaHusi u noddepXKKU paseumusi Masio2o
npednpuHumamernbscmea. OnpedeneHbl UHHOBAUUOHHbIE MPUOPUMemb! HauluOHarbHO20 Masio2o
npednpuHumamernscmea. Ocoboe sHuMaHue bbirio yderieHo 060CHO8aHUK UHHOBAUUOHHbLIX Mpu-
opumemos pa3sumusi Masio2o fnpednpuHUMamernbcmea 8 CEe/IbCKOM X03slcmee, Kak Hauboree
MepcrnekmueHoOM, UCmopu4yecku 0bycri08/1IEHHOM U HEOOOUEHEHHOM C MOYKU 3peHUst aghghekmus-
Hocmu euda 3KOHoMuYeckol OesimeribHOCmMuU. BbicoKoKkayecmeeHHble UHHOB8aUUOHHbIE peuwleHUst
paccmampuearomcs sik 0CHoga 01151 MOCMPOoeHUs 3¢hghekmu8HOU UHHO8AUUOHHOU cmpameauu.

KnroueBble cnoBa: duxomomuu, Masnoe rnpedrnpuHuUMamerbcmeo, cybbekmbi Mariozo rnpedrnpuHuU-
Mamesibcmeaa, cybbeKkmbl MUKpONpednpuHUMamerscmea, UHHO8aUUOHHbIE crmpameauu pasgumusi.

Problem definition. Small business is an import-
ant socio-economic factor for the development of
the country; therefore, it requires a well-balanced,
scientifically reasoned approach to the identification
of small business entities, as well as taking into ac-
count the trends of its development both in Ukraine
and abroad in order to improve the national econo-
my. Thanks to small enterprises, markets structure
becomes more flexible and the commercial risks
for large enterprises are reduced. Small business
can create a solid background for the further de-
velopment of medium and large enterprises and,
based on the world experience, it is one of the most
important sources for generation and introduction
of innovations. Small business contributes to the
handling of a number of social problems, namely
unemployment. As of March 2018, 1,712.8 thou-
sand unemployed people were officially registered
in Ukraine, 1,711.9 thousand of them are of working
age (the unemployed population was counted ac-
cording to the methodology of the International La-
bor Organization (ILO). In the 2017 year, 322,921 of
small enterprises were registered in Ukraine, which
makes 95.5% of all national business entities, in-
cluding 278,114 of microenterprises, which makes
82.2% of business entities [1]. The number of work-
ers employed at small enterprises in 2017 amounts
to 1,651 thousand people, accounting for 28.6% of
the total employed population. Justification of the
dichotomy, as well as innovation priorities for small
business development, will create the background
for improving the macroeconomic situation in the
country and will help to identify the reserves for the
national economic growth.

Review of recent studies and publications.
Problems of national small business develop-
ment were considered in the works of such aca-

demic economists as Z.S. Varnaliy, R.R. Bilyk [2],
[.D. Paderin [3], G.T. Piantnytska [4], |.G. Britch-
enko, S.F. Smerychevsky, O.V. Akhunzianov,
T.M. Banasko [5], T.A. Gogol [6], A.l. Kovaliov [7],
M.O. Slatvinska [8], L.A. Sarana [9], .M. Vakho-
vych, Yu.O. Sheiko [10], O.Yu. Apostoliuk [11],
O.V. Dykan [12], and others. It is worthwhile not-
ing that the great majority of theoretical and ap-
plied studies for the problems of national small
business development are focused on the direc-
tion of accounting and financial results analysis,
tax regulation, financial mechanism of their de-
velopment etc. Problems of modern small busi-
ness were also studied by foreign economists
F. Peck, K. Jackson, G. Mulvey [13], E. Jedrych,
J. Paliszkiewicz, K. Malewska, K. Szymanska [14],
C. Grammich, T. Edison, N. Moore, E. Keating [15],
B.M. Sharma [16], S. Carter, A. Kuhl, Su. Marlow,
and Sa. Mwaura [17], and others, but applying for-
eign experience is only possible by being adapted
to the economic environment of Ukraine.
Assignment of issues not being solved. It is
worth noting that the dichotomy and the dichoto-
mous distribution of small business entities are left
behind the attention of modern scientific thought,
which set in motion studies in this direction. In-
creasing the relevance of the abovementioned
studies resulted from the current trends in small
business development in Ukraine and in the world,
as well as from the demand for its innovative ac-
tivation, which is primarily due to the reasonable
choice and implementation of effective innovative
strategies. It should be noted that to a large extent,
the current difficulties with small business develop-
ment in Ukraine are conditioned by the imperfect
innovative activity of small business entities, as
well as the lack of theoretical insights on the topic.
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The purpose of the article is to justify the dichot-
omy of small business and to set the priority inno-
vative strategies at the current development stage
of the national economy.

Presentation of the basic study material. Di-
chotomy (from Greek dixotoyia: dixf, “dividing into
two” + Topn, “cutting”) means split, partition into two
parts, that are rather connected from the inside than
with each other; the method of logical division of a
class into subclasses, which basically means that
the item under division is fully divided into two mu-
tually exclusive parts. Dichotomous division in var-
ious fields of human activity is a way to form items
of one concept or term and is intended to establish
the classification of elements. The dichotomous dis-
tribution is applicable not only in mathematics, bi-
ology, literature, linguistics, statistics, computer sci-
ences, etc. but is also widely used in the economy
by definition of certain concepts, categories, and by
making the classifications, namely, the consistent
dichotomous classification allows identifying small
and micro business entities. Dichotomy distribution
of business entities and allocation of small business
entities is carried out by applying a number of char-
acteristics subdivided in turn into additional ones.

Currently, there are some differences in the
effective legislation regarding interpretation and
identification of small business entities. The Com-
mercial Code of Ukraine (CCU) [18] defines two
main characteristics, according to which a busi-
ness entity can be classified as micro, small, medi-
um or large enterprise, namely: the average num-
ber of employees for the accounting period and

the annual income resulted from any activity. At
the same time, the Law of Ukraine “On Accounting
and Financial Reporting in Ukraine” [19] defines
three main characteristics: book value of assets,
net operating income and an average number of
employees (Table 1). This Law amends Article 2 of
the Law of Ukraine “On Accounting and Financial
Reporting in Ukraine”, namely: the classification
of enterprises (other than budget organizations)
was added and two remarks were made: 1) newly
created enterprises, by determining whether they
comply with the characteristics, use indicators at
the date of annual financial statements. That is,
in the first accounting period (which is considered
to be the year from the date of company estab-
lishment till December 31), new enterprises will
determine for the first time to which category they
belong, based on the results of their activity during
the current year; 2) if an enterprise belonging to
one of the mentioned categories does not meet the
mentioned characteristics according to the indica-
tors of annual financial statements for two years in
a row, there is a possibility to automatically trans-
fer from one category of enterprises to another
within two years. Furthermore, the Law of Ukraine
No. 2164-VIll obliged to develop and submit to the
Verkhovna Rada of Ukraine a draft law regarding
bringing the provisions of the Commercial Code of
Ukraine into conformity with the Law in relation to
the characteristics for assigning the business en-
tities to micro, small, medium or large enterprises.

Since 2018 for the purposes of accounting and
financial statements, a new classification is used,

Table 1

Differences by interpretation of small business entities in Ukraine

Business
entities

Interpretation according to the Law of Ukraine
No. 2164-VIil [13] dated October 5, 2017

Interpretation according to Article 55
of the CCU [12]

Micro
business
entities

Microenterprises are enterprises performance of which at the date
of annual financial statements for the year preceding the account-
ing period meets at least two of the following requirements: book
value of assets — up to EUR 350 thousand (in order to determine
the compliance with the requirements indicated in Euro, the official
exchange rate of hryvnia against foreign currencies (average for
the period) is used; the rate is calculated based on the rates of the
National Bank, established for Euro during the relevant year); net
operating income (goods, works, services) — up to EUR 700 thou-
sand; an average number of employees — up to 10 persons.

Micro business entities are private individu-
als and legal entities — economic entities of
any corporate and ownership structure, hav-
ing the average number of employees for the
accounting period (calendar year) not more
than 10 persons and the annual operating in-
come does not exceed the equivalent of EUR
2 million as calculated according to the av-
erage annual exchange rate of the National
Bank of Ukraine (NBU).

Small
business
entities

Small enterprises that do not correspond to the characteris-
tics of microenterprises and performance of which at the date
of annual financial statements for the year preceding the ac-
counting year, meet at least two of the following characteris-
tics: the book value of assets — up to EUR 4 million; net oper-
ating income (goods, works, services) — up to EUR 8 million;
the average number of employees up to 50 persons.

Small business entities are private individuals
and legal entities — economic entities of any
corporate and ownership structure, having the
average number of employees for the account-
ing period (calendar year) not more than 50 per-
sons and the annual operating income does not
exceed the equivalent of EUR 10 million as cal-
culated according to the average annual rate of
the National Bank of Ukraine (NBU).

Source: developed by the author based on [18-19]
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which does not comply with the Commercial Code.
The new classification of small business entities
resulted from the adaptation of legislation to the
requirements of International Financial Reporting
Standards (IFRS), which are the standards ap-
proved by the International Accounting Standard
Board (IASB), as well as to Directive 2013/34/EU
of the European Parliament and of the Council dat-
ed 26.06.2013 (Directive 2013/34/EU of the Euro-
pean Parliament and of the Council dated June
26, 2013 “On annual financial statements, consol-
idated financial statements and relative reports of
certain types of enterprises,” which amends Direc-
tive 2006/43/EU of the European Parliament and
of the Council and terminates Directives of the
Council 78/660/EEC and 83/349/EEC. It should be
noted that Article 3 clause 2 of the Directive spec-
ifies additional conditions for small enterprises,
namely that Member States may set limits beyond
the values provided in subclause (a) the balance
sheet total: EUR 4,000,000; and (b) net turnover:
EUR 8,000,000, of the first paragraph. However,
these figures should not exceed EUR 6,000,000 of
balance sheet total and EUR 12,000,000 of net
turnover.). The amendments came into force on
01.01.2018. The innovation also caused changes
in the accounting standards. However, it is already
clear that the classification affects the terms for
disclosure of financial and consolidated financial
statements by various types of enterprises; use of
simplified forms of financial statements. When an
entity is classified as small or micro enterprises it
also leads to simplified accounting, namely to ex-
clude holidays cover (R(S)A 25 — Regulation (stan-
dard) of accounting 25 “Financial statements of a
small business entity”).

It should be noted that according to the Law of
Ukraine “On Accounting and Financial Reporting in
Ukraine” [18], in order to identify a business entity
as a small or micro enterprise it is enough it would
comply with at least two of three main character-
istics (book value of assets, net operating income,
average number of employees). In addition, we
can specify the number of additional characteris-
tics by which business entities are distinguished,
namely: being a public interest entity (the Law of
Ukraine No. 2164-VIll provides the term of a public
interest entity. These are issuing enterprises with
listed stocks or banks, insurers, non-governmental
pension funds, other financial institutions (except
for other financial institutions and non-governmen-
tal pension funds belonging to micro and small
enterprises) and enterprises that according to of

the Law belong to large enterprises. Even a micro-
enterprise can be an enterprise of public interest);
having an accounting department and minimum
number of accountants; mandatory reporting un-
der IFRS; availability of condensed financial state-
ments (only the balance sheet and the income
statement); complete reporting need; manage-
ment reports need; obligatory disclosure of annual
financial statements together with audit report on
own web page (Table 2).

According to the information provided by the
European Information and Research Centre, the
share of GDP created by small business entities
in developed countries varies around 50-90%. It is
somewhat lower in the UK due to the specifics in
business activity and the scale of small and medi-
um enterprises in the country. The share of GDP
created by small business entities in Ukraine is at
the level of 7.7% [20] (Table 3).

The foreign experience in support of small
business development deserves special focus. It
involves initiating and implementation of national
and international programs for promotion and sup-
port of this type of business entities (Table 4).

In addition to national promotion and support
programs for small business development, such
international programs as COSME (Competitive-
ness of Small and Medium Enterprises), HORI-
ZON 2020 (the largest framework program of the
European Union for science and innovation financ-
ing), and SME Facility also play an important role
for its development.

Innovative development of the country moti-
vates to search for new approaches to the fulfil-
ment of innovative potential of the economy. One
of the most significant sources of generating inno-
vation is innovation-oriented small business enti-
ties. Taking into account the significant contribu-
tion of the mentioned entities to the development
of the national economy, small business needs to
be innovatively activated, which means first of all
specifying the priority innovative strategies and
stimulating their introduction into the practice of
business entities.

Up to date, there are different approaches to the
formation, grouping, and selection of innovative
strategies. According to L. Faeia and R. Rendell,
an innovation strategy is hinged on new “break-
through” products or solutions [21, p. 48]. The main
advantage of this kind of strategy is that it cannot
be used by any competitor. According to this ap-
proach, the innovation strategy is very close to the
concept of an explerent strategy, which is defined
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Table 2

Comparative analysis of national business entities according to additional characteristics

Business entities

together with the
audit report on own
web page.

terprises engaged in mining
activity of national importance
till April 30. Other financial in-

Ne | Characteristics | Micro enter- | Small enter- Medium enterprises Big enterprises
prises prises
If an enterprise is an issuing | If an enterprise is an issuing enter-
1 Public interest | enterprise with listed stocks |prise with listed stocks or bank, in- Yes
) entity or bank, insurer, non-govern-|surer, non-governmental pension
mental pension fund. fund or other financial institution.
Accounting department
Accounting de- headed by the chief ac-
partment with a countant, consisting of not
2. minimum number Not obligatory less than two persons. Ex-
of accountants cept for non-governmental
pension funds and collec-
tive investment schemes.
If an enterprise is public interest entity, public joint stock company,
3 Mandatory report- |an enterprise engaged in mining activity of national importance or Yes
) ing under IFRS | enterprise which carries out an economic activity specified by the
Cabinet of Ministers of Ukraine (CMU).
ngn%?:ﬁgg?;%jef;ts No, except for §ocia| .businesses
4. | (only the bal Yes, if not required by IFRS. |2Nd representative offices of for- N
. y the balance es, if not required by . o
. eign economic entities, if they are
sheet and the in- not required by IFRS
come statements) )
Yes, except for social businesses
Complete reporting . . and representative offices of for-
S need Yes, if required by IFRS. eign economic entities, if they are Yes
not required by IFRS.
Yes, but have the right not to pro-
6. ?lag?t%er?;?agt No vide the nonfinancial information in Yes
P the management report.
o Only for public interest entities, Yes
bligatory disclo- |public joint stock companies, S
sure of annual fi- |natural monopoly entities in -tl)-:” Agrr]ltlei::origgge%;?r ::z
7 nancial statements |the national market and en- Yes. till June 1 n(?t issuing enterprises: till

June 1 for the big enter-
prises that are not issuing

stitutions till June 1.

enterprises.

Source: developed by the author based on [18-19]

as a competitive strategy focused on drastic inno-
vations. It should be noted that such a similarity re-
stricts artificially the concept of innovation strategy
to focus on creating something exceptionally new,
excluding any modifications. G. Mintzberg notes
that the innovation strategy is formed based on
actions carried out in different sections of the inno-
vation organisation [22]. G.T. Pyatnitska suggests
to define the innovation strategy as “a long-term
perspective for further development, which pro-
vides the formation of innovative advantages” and
gives a conditional division of innovative strategies
into groups, namely: strategies based on manag-
er behaviour in relation to innovation; innovations
formation strategies; strategies for enterprise in-
novation activities; strategies based on a certain
innovative orientation of an enterprise [23, p. 321].
Taking into account the foregoing, another group
of strategies is appropriate, that is, innovative

48

development strategies that reflect the long-term
development of a business entity based on the
use of new technologies, new ways of production
management, trade of new or modified goods tak-
ing into account the general economic prospects,
availability of resources and directions for chang-
ing the environment. In other words, innovation
development strategies are based on the use of
product and process innovations, that in turn are
characterized by revolutionary (jump-like) or evo-
lutionary (step-by-step) innovation changes.

The choice of innovation strategy depends,
first of all, on the type of business activity of small
business entity, its specific features and charac-
teristics, list of problems and difficulties that busi-
ness entity is facing by starting and carrying out
business activity, as well as possible ways of solv-
ing mentioned difficulties through the well-chosen
and implemented strategy. According to the State
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Statistics Service of Ukraine [1], as of the year
2017, 27% of all small enterprises were engaged
in wholesale and retail trade, 15% in agriculture,
forestry and fishery, and 12% in industry. These
types of economic activity are priority directions
for national small business entities and require
high attention, as well as to take into account their
specific features while specifying the innovative
development strategies. During the study of the
problem, special attention was paid to specifying
the innovative priorities and prospects of small
business development in agriculture as the most
promising, historically contingent and underesti-
mated sector in terms of the effectiveness of this
type of business activity.

In regard to innovation priorities for the agri-
cultural sector, they must comply with the existing
list of requirements for the implementation of this
type of business activity, namely: dependence on
nature and meteorological conditions, operation
on large expensive equipment, seasonal demand
for workers, need for optimization of logistics and
storage facilities, monitoring the state of plants or
animals etc. All this determines the special needs
of small enterprises involved in agriculture, forestry,
and fishery, as well as the need for an individual
approach to choosing an innovative development
strategy. A properly chosen innovative develop-
ment strategy will enable business entities to use
the existing resources more efficiently, to optimize
their work and increase labour productivity, to re-
duce time for routine work, to minimize risks, to
improve product quality and optimize the storage
time, to accelerate the process of making manage-
rial decisions, to analyse carefully the current activ-
ity, as well as to plan effectively the future activity,
to make the key business processes automatic.
The basis for building an effective innovation strat-
egy is high-quality innovative solutions that can in-
crease the efficiency and productivity of activities.
An example of an innovative solution for small busi-
ness entities in the field of agriculture, namely in
plant production, is the use of modern cartography.
80% of all information related to human activity has
geospatial references. Importance of the geospa-
tial factor in agricultural sector increases up to 95%.
The use of modern electronic mapping solutions
is a key approach in this area and helps to solve
many standard problems for farmers. First of all, it
is relevant for small enterprises due to insignificant
costs for the implementation of this innovative solu-
tion. The first direction for applying modern cartog-
raphy is the use of digital thematic maps with clear
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Table 4

Specific features of promotion and support programs for small business entities

Characteristics of national promotion and support

Government bodies responsible for the
development and support of small business
entities

Ministry of Economy, PARP (Polish Agency for
Enterprise Development) that are subordinated
to the Minister for Economic Affairs. The task of
the Agency is to manage the funds from the state
budget and the European Union. PARP is initiat-
ing the formation of a regional centres network
for the promotion of small and medium enterpris-
es, general Polish service system for small and
medium enterprises.

Ne| Country programs for small business entities
Programs that are implemented at the expense of EU
1 | Poland . .
funds, republican programs, regional programs.
2 | France Programs implemented by government and authorized

collaborative organizations.

Ministry of Small and Medium Enterprises, Com-
merce and Crafts

3 | Germany

Support programs for existing small and medium en-
terprises consist of two program blocks: “healthy” com-
panies and bankrupt companies. “Healthy” companies
are provided with programs for regulation of develop-
ment, investment development, as well as the support
of liquidity and loans. Bankrupt companies are pro-
vided with crisis management and restart programs,
rescue and restructuring programs, liquidity support,
consulting on financial difficulties and contribution to
employment of departing employees.

Authorities at the federal level, federal lands, city
and land districts. Important functions of small
business support are transferred to public law
institutes, including specialised banks and cham-
bers of commerce.

Currently, 4 types of programs are being implemented:
- consulting programs for new and existing companies;
- financial assistance programs;

- regional programs for small enterprises support in
Scotland, Wales, Northern Ireland;

- programs stimulating the export activity of small en-
terprises.

Department of Trade and Industry. As a part of the
Department, the Small Business Service (SBS)
was created, a special body with regional offices
for support and development of small enterprises.
Under the Department, the Strategic Council for
small and medium enterprises operates.

5 USA

Financial support for programs and initiatives for the
development of small enterprises is provided by differ-
ent combinations that include budget funds of different
levels with private capital and resources of non-gov-
ernmental organizations.

The Small Business Administration (SBA) having
numerous regional offices interacting with the Cen-
tres for entrepreneurship development (created
together with universities or administrations). The
main functions of SBA are: to provide access of
small and medium enterprises to financial resourc-
es; to provide information, education, and consult-
ing services; to provide access to the government
orders; to protect interests of small enterprises.

6 Japan

Local and central authorities stimulate the establish-
ment and development of small enterprises by grants,
issued only for science and technology programs,
loans, loan guarantees, tax preferences, assistance in
staff training, and simplified access to information.

Administration of the Ministry of Commerce and
Industry. There is a four branch support system
for small business in the country: the central gov-
ernment, local authorities, big business, and in-
dependent associations of small enterprises.

Source: developed by the author based on [20]

borders of certain land plots that can be correct-
ed. Areas are easily distinguished visually; there
is an opportunity of single-click view of the com-
plete information about each plot depending on the
needs of the user. It is easy to know the plot area,
type of planting growing there, the average fertility
or productivity, the history of previous seeds, the
last fertilization and other necessary information
according to the needs of the user. As the second
direction, it is worth to consider digital models of the
landscape. These data are extremely informative
as they reflect on the map the additional landscape
of the land plot, allowing identifying lowlands, which
is subject to flooding and highlands that may suf-

fer from droughts. Thus, thanks to the mentioned
resource, one can effectively adjust the irrigation
system, as well as to cast seeds of moisture-toler-
ant or moisture-resistant crops in the appropriate
areas. Accompanying electronic documentation,
such as passports of plots, protocols, photos can
be attached to plots at an online map and displayed
by more detailed study of the plot. In addition, due
to the use of innovative cartographic solutions, it
is possible to visualize the dynamics of soil analy-
sis, to analyse satellite images, to create maps of
crop yields, to identify the most productive areas,
to track the crops dynamic, to control the state of
fields, to make crop forecast etc.
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The need for logistics optimization for small enter-
prises involved in the agricultural sector determines
the use of innovative logistics solutions as a basis for
an innovative strategy. Business entities-farmers face
a significant amount of logistics problems and risks,
namely: equipment wear, excessive fuel consump-
tion, the risk of goods damage during shipment, the
risk of goods damage during storage, non-optimal
product planning, out-of-control transfer of equip-
ment, complex analysis for use efficiency of transport
resources. In solving the abovementioned problems
can help efficient logistic IT-solutions that enable
the creation of optimal routes. The routes are built
by special algorithms in real time in order to reach
the maximum efficiency of given vehicles for timely
and quality collection of goods, as well as shipment
of goods to the specified location at the right time.
As practice shows, implementation of automated lo-
gistics solutions in farmers activity significantly saves
fuel consumption, time, even during the first month of
work, and the most important that it achieves a high-
er quality of procurement, reduces the risk of goods
deterioration so that reduces significantly the losses.
This can be achieved by maximum use efficiency of
all available vehicles: 100% load capacity operation
of each vehicle and following the exact route within
the timeframe specified. Such tasks can be carried
out with the help of services analysing the location
of collection points, distance to them, load capacity
of each vehicle, possible shipment routes, the maxi-
mum shipment time, and even quality of the road sur-
face. Integration with GPS monitoring systems also
enables controlling of the entire vehicle stock of the
business entity in real time and, accordingly, timely
intervention in case of significant delays or deviations
from the route. Due to innovative solutions in logis-
tics the reduction of a number of employees can be
achieved, it also has a positive impact on the amount
of the costs for a small business entity. Modern lo-
gistics solutions allow also planning of collection and
transportation of agricultural products from fields to
elevators or storage facilities, taking into account the
important stages of technological processes. Weath-
er conditions can also be taken into account due to
the fact that some crops are to get in by dry weather;
other types of crops are to get in after rain and some
crops — after light soil frost since that affects the qual-
ity characteristics and further storage conditions. It
is worth noticing that an average 6.6% of grain loss
occurs due to a violation of optimal crop harvesting
timeframes.

Another area for application of innovative logis-
tics solutions is the integration of electronic doc-
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ument management systems, inventory manage-
ment, and efficient procurement planning, which
simplifies greatly the exchange of information
between related divisions of a small enterprise.
These IT solutions can be implemented both as a
package with logistics solutions, as well as sepa-
rately if an entity operates with other accounting or
inventory software.

Particular attention should be given to special-
ized CRM (Customer Relationship Management,
an application software for enterprises designed
to automatic cooperation strategies with the cus-
tomer, namely: to increase sales level, to optimize
marketing, and to improve services provided to
the customers by keeping information about them)
and HRM (Human Resources Management, a pro-
gram for human resources management, aimed at
providing the enterprise with qualified staff able to
perform the assigned functions and optimal de-
ployment of staff) systems that allow to thoroughly
analyse the current activities, as well as to plan the
future activity, to simplify the process of manag-
ing the cooperation with the staff, customers, part-
ners, to provide an opportunity for online instruc-
tion of employees, as well as responding to their
requests. An employee, in turn, can create field
reports with the attached photo or video materials.
In addition, you can track the activity and efficiency
of each employee. Based on the reports, the effec-
tive loyalty programs that motivate the employees
can also be implemented. An example is a busi-
ness entity that collects agricultural products from
the population, keeps a clear account of the prod-
ucts shipped to each partner and provides bonus-
es (cash, products, discount etc.) when reaching
a certain amount, which the system automatically
informs the administration and the person, who
got a bonus. Flexible and convenient automated
personnel management system based on key per-
formance characteristics is another effective inno-
vative solution for small enterprises and is consid-
ered relevant for most types of business activity.

The mentioned above stipulates the need for
an individual approach to the substantiation of
the innovative strategy for the development of a
small business entity, with due consideration of
the specific features of its type of business activi-
ty, and shows that applying a single general inno-
vation strategy is impossible for the entire group
of business entities. Individualization of the strat-
egy only, which is based on innovative solutions,
will make the increase in efficiency of business
activity possible.
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Findings. Small business was and remains the
driving force for the economies of most countries
of the world. Identifying the trends and dichotomy
of the national small business will contribute to its
harmonious development and create the back-
ground for further economic growth. A detailed
analysis of the dichotomous division of business
entities allowed detecting the inconsistencies in
current legislation in regard to the identification of
small businesses, namely: simultaneous applica-
tion of various characteristics that are interpreted
as the main ones. The existing legislative conflict
leads to distortions by definition of small business
entities due to the fact that it is impossible to spec-
ify the rule of any of the aforementioned legislative
acts. The elimination of double interpretation in the
shortest possible time is an objective necessity for
harmonizing the development of small enterprises.
In addition, in order to improve the dichotomous
distribution and to clear identification of small en-
terprises, it is considered appropriate to use for-
eign experience in applying additional characteris-
tics, as well as systematization and generalization
of national practices in this direction.

Innovative priority for development of national
small business entities is the innovative activation
of the entities, which means substantiation of inno-
vative strategies and stimulation of their introduc-
tion into the practical activity of business entities.
The study found out that the choice of innovation
strategy by small business entity depends on the
type of its business activity. As the background for
building an effective innovation strategy, high-qual-
ity innovative solutions are required, which can
increase the efficiency and productivity of the ac-
tivity. The results of the author’s research on inno-
vation priorities for small business are provided by
agricultural sector case.

The results of the study require further re-
search of the problem, amendments, improve-
ments, and practical applying by national small
business entities.

Bi6niorpadiuyHnm cnucok:

1. OdoiuiiHun Be6-canT [depxaBHOi cnyobu ctatumc-
TUKN YkpaiHu [EnekTpoHHun pecypc]: — Pexum
poctyny: http://www.ukrstat.gov.ua.

2. BapHanin 3.C., binuk P.P. KoHkypeHTOCNpOMOX-
HiCTb Marnoro i cepegHbOro nigNPUEMHULITBA
B YkpaiHiHa perioHanbHomy piBHi// Manunicepea-
Hin 6isHec. — 2015. — Ne 1-2 (60-61). — C. 97-106
[EnekTpoHHUR pecypc]. — Pexum poctyny
http://aup.org.ua/%D0%BC%D1%81%D0%B1-
2015-%E2%84%96-1-2.

3. Mapepin 1.O. CrpateriyHe ynpaBniHHA nignpw-
€MCTBaMM Marnoro Ta cepefHboro 6i3Hecy npo-
MMWCIIOBOIO PerioHy: MoHorpadis / 3a Hayk. pea.
A.e.H., npod., ak. AEHY I.[l. NMagepina. — [Hinpo:
TOB AkueHT NI, 2016. — 184 c.

4. [TatHuubka [ T. MeTognyHi Ta NpakTU4HI nigxoau
00 OUiHIOBaHHS IHHOBaUMHOrO MnoTeHuiany Ma-
nnx NignpueMcTB pPecTopaHHOro rocrnogapcrtea /
Martumubka I T., Mpuropenko O.M., Hanawok B.C. //
ArpocsiT. — 2018. — Ne4. — C. 53-63.

5. BpityeHko LI, CwmepiveBcbkuii C.®., AxyH3s-
HoB O.B., baHacbkko T.M. 3akoHOMIpHOCTI i nepcnek-
TUBW PO3BUTKY Maroro nianpMeMHULTBA B CTPYKTYPi
HaujioHarnbHOI iHHOBAUNHOI cucTemMn YkpaiHu: Mo-
Horpadisi / CmepiveBcekuin C.P., AxyHasaHos O.B.,
BaHacbko T.M., bpityeHko LI Ta iH. // XepcoH: Bu-
naBHM4YMnM aim «FenbBeTukay. — 2017. — 224 c.

6. Toronb T.A. OGnikoBo-aHaniTM4He 3abe3neveHHs
ynpaBrniHHA nignpyemcts manoro 6i3Hecy: Mo-
Horpaduis. — YepHirie: Bugaseupb Jlozosuin B.M,
2014. - 384 c.

7. KoBanboB A.l. EKOHOMIYHWI PO3BUTOK perioHy Ha
OCHOBI aKkTuBi3aLUii NigNnPMEMHULBKOI AiSNbHOCTI:
MoHorpadisi / 3a 3ar. pea. 4.e.H., npod. A.l. Koea-
nboBa — Opgeca: AtnaHnT, 2014. - 178 c.

8. CnatBiHcbka M.O. AnbTepHaTUBHI cucTeMu oro-
OaTKyBaHHs manoro Oi3Hecy: cTaH, npobnemu,
nepcnektTueun: MoHorpadis / M.O.CnartsiHcbka —
Opeca: OHEY, 2012. - 252 c.

9. CapaHna J1.A. EdeKkTnBHICTb perioHanbHUX Mpo-
rpam MiaTpUMKM Manoro Ta cepefHboro Oi3He-
cy / J1.LA. CapaHna // Konzeptuelle grunds atze des
wirtschafts wachstums bei der globalisierung:
kollektive : [Monographie]; herausgegeben vom
Doktor der Wirtschaftswissenschaften, Professor
W. Jatsenko. —Verlag SWG imex GmbH Nirnberg,
Deutschland, 2016. — 487 p.

10.BaxoBud I.M., Leriko KO.O. PerioHanbHWiA BUMIP
CTUMYMIOBaHHS1 PO3BUTKY Marioro nignpueMHULTBA:
MoHorpadisi / |.M.Baxosuy, FO.O.LLenko — m. JTyupk:
BaaBHUUTBO «Bexa Odpyk». — 2016. — 272 c.

11.Anoctontok O.HO. Hanpsmu BoockoHaneHHs ono-
AaTKyBaHHs1 Marnoro nignpuemMHuuTea B YkpaiHi /
O.10. Anocrontok // IHBecTuuii: npakTuka Ta Oo-
cBig. — 2016. — Ne 7. — C. 93-97. — Pexum gocTy-
ny: http://nbuv.gov.ua/UJRN/ipd_2016_7_17.

12. OukaHb O.B. Po3suTok manoro 6i3Hecy B Ykpa-
iHi: Npobrnemu Ta wWnaxu 3abesnedyeHHs. BicHuk
€KOHOMIKKM, TpaHCnopTy i npomucnoBocTi, Ne 57,
M. Kuis. — 2017. — C. 58-66. — Pexxum pgocTtyny:
http://btie.kart.edu.ua/issue/view/6070.

13.Peck F., Jackson K., Mulvey G. Regulation and
growth-oriented small businesses in North-West
England /Peck F., Jackson K., Mulvey G. // Journal
of Small Business and Enterprise Development. —
2018.-V.25Issue 2.—pp.294-312. Retrieved from:
https://www.emeraldinsight.com/doi/full/10.1108/
JSBED-07-2017-0232.

53



HdepxaBa Ta perioHm

14.Jedrych E., Paliszkiewicz J., Malewska K., Szy-
manska K. Small and medium-sized enterprises in
the European Union: development challenges in
2014-2020 perspective: monograph / Jedrych E.,
Paliszkiewicz J., Malewska K., Szymanska K. //
Lodz University of Technology. — 2014. — 161 p.

15.Grammich C.,EdisonT.,MooreN., Keating E. Small
Business and Defense Acquisition: A Review of
Policiesand CurrentPractices: monograph/Clifford
A. Grammich, Thomas Edison, Nancy Y. Moore,
Edward G. Keating// Santa Monica, CA: RAND
National Defense Research Institute. — 2011. —
77 p.—Retrieved from: https://www.rand.org/pubs/
monographs/MG443.html.

16.Sharma B.M. Monograph on Micro, Small and
Medium Enterprises (MSMEs) / Sharma B.M. //
Kolkata: The Institute of Cost & Works Accountants of
India. — 2006. — 21 p. Retrieved from: http://icmai.in/
upload/Institute/Updates_Archives/msme_book.pdf.

17.Carter S., Kuhl A., Marlow Su. and Mwaura Sa.
(2017), “Households as a Site of Entrepreneurial
Activity” / Sara Carter, Aniela Kuhl, Susan Marlow
and Samuel Mwaura // Foundations and Trends in
Entrepreneurship:Vol.13:No.2,pp.81-190.Retrieved
from: http://dx.doi.org/10.1561/0300000062.

18.locnogapcbkui kogeke YKpaiHn : YAHHUIN AOKYMEHT
Ne 436-15 B noTouHin pegakuii Big 17.06.2018 p.
[EnekTpoHHuii  pecypc] - Pexum  poctyny:
http://zakon0.rada.gov.ua/laws/show/436-15.

19.3akoH YkpaiHn «[1po BHECEHHSI 3MiH 0O 3aKoHy
Ykpainu «[Mpo Byxrantepcbkuit 06nik Ta dpiHaHCo-
BY 3BIiTHICTb B YkpaiHi» Big 05.10.2017 p. Ne2164-
VIII [EnekTpoHHun pecypc] — Pexum poctyny:
http://zakon5.rada.gov.ua/laws/show/2164-19.

20.lHdbopmauiiHa goBigka €Bponencbkoro iHhopma-
LiHO-A0CiIAHNLBKOMO LeHTpYy [EnekTpoHHui pe-
cypc] — Pexxum poctyny: http://radaprogram.org/
sites/default/files/infocenter/piblications/
pidtrymka_msp.pdf.

21.®aan J1., Pangenn P. YnpaBneHue ctpaternen
Ha ypoBHe pblHka // ®aawn J1., PaHgenn P. Kypc
MBA no cTpatermyeckomy MeHemKMeHTY / nep. ¢
aHrn. — M.: AnbnuHa Mabnuwep, 2002. — 588 c.

22 Mintzberg H., Lampel J., Quinn J.B., Ghoshal S.
(2003). Strategy Process: Concepts, Contexts,
Cases, 5th Edition / Mintzberg H., Lampel J.,
Quinn J.B., Ghoshal S. // England: Pearson
Educational Limited. — 497 p.

23.[TatHnybka LT, YnpaeniHHA NignpueMCTBOM B
enoxy rnobaniamy: moHorpadis. — K.: «Jlorocy,
2006. — 568 c.

References

1. Sait Derzhavnoi sluzhby statystyky Ukrainy
[The site of the State Statistics Service of
Ukraine]. www.ukrstat.gov.ua. Retrieved from
http://www.ukrstat.gov.ua/. [in Ukrainian].

54

2. Varnaliy, Z.S. & Bilik, R.R. (2015). Konkurento-
spromozhnist maloho i serednyoho pidpryemnyt-
stva v Ukrainy na rehionalnomy rivny [Competitive-
ness of small and medium enterprises in Ukraine
at the regional level] // Maliy i seredniy bisnes —
Small and medium business / (Vols. 1-2 (60-61),
(pp. 97-106). Retrieved from: http://aup.org.ua/
%D0%BC%D1%81%D0%B1-2015-%E2%84
%96-1-2. [in Ukrainian].

3. Paderin, I.D. (2016). Stratehichne upravlinnia
pidpryemstvamy maloho ta serednyoho bisnesu
promyslovoho rehionu [Strategic management of
small and medium enterprises of the industrial re-
gion]. 1.D. Paderin (Ed.). Dnipro: TOV Akcent PP
[in Ukrainian].

4. Piatnytska, G.T., Hrihorenko, O.M. & Nay-
dyuk, V.S. (2018). Metodychni ta praktychni pid-
hody do otsinyuvannya innovatsiynoho potentsia-
lu malyh pidpryemstv restorannoho hospodarstva
[Methodical and practical approaches to the as-
sessment of the innovative potential of small en-
terprises in the restaurant industry]. Ahrosvit —
Agrosvit, no. 4, pp. 53-63. [in Ukrainian].

5. Britchenko, I.H., Smerichevskii, S.F., Akhunzian-
ov, O.V,, & Banasko, T.M. (2017). Zakonomirnosti
| perspektivy rozvytku maloho pidpryemnytstva v
strukturi nacionalnoi innovaciinoi systemy Ukrainy
[Regularities and prospects of small business de-
velopment in the structure of the national innova-
tion system of Ukraine]. Kherson: Vydavnichii dim
“Helvetika” [in Ukrainian].

6. Hohol, T.A. (2014). Oblikovo-analitychne zabez-
pechennia upravlinnia pidpryemstv maloho bi-
znesu [Accounting and analytical support for the
management of small businesses]. Chernihiv: Vy-
davets Lozovii V.M. [in Ukrainian].

7. Kovaliov, A.l. (2014). Ekonomichnii rozvytok re-
hionu na osnovi aktyvizatsii pidpryemnytskoi di-
alnosti [Economic development of the region on
the basis of activation of entrepreneurial activity].
A.l. Kovaliov (Ed.). Odesa: Atlant [in Ukrainian].

8. Slatvinska, M.O. (2012). Alternatyvni systemy op-
odatkuvannia maloho biznesu: stan, problemy,
perspektyvy [Alternative small business taxation
systems: status, problems, prospects]. Odesa:
ONEU [in Ukrainian].

9. Sarana, L.A. (2016). Efektivnist rehionalnykh
prohram pidtrymky maloho ta serednyoho bizne-
su [The effectiveness of regional programs sup-
porting small and medium businesses]. Nuren-
berg: Verlag SWG imex GmbH [in German].

10.Vakhovich, I.M., & Sheiko, Yu.O. (2016). Rehio-
nalnii vymir stymulyuvannia rozvytku maloho pid-
pryemnytstva [Regional dimension of stimulating
small business development]. Lutsk: vydavnytst-
vo “Vezha Druk” [in Ukrainian].



Cepisa: EkoHomMika Ta nignpuemHuurBo, 2019 p., Ne 1 (106)

11. Apostolyuk, O.Yu. (2016). Napriamy vdoskonalen-
nia opodatkuvannia maloho pidpryemnytstva v
Ukraini [Directions of improvement of taxation of
small business in Ukraine]. Investucii: praktyka ta
dosvid — Investments: practice and experience,
no.7,pp.93-97. Retrieved from: http://nbuv.gov.ua/
UJRN/ipd_2016_7_17. [in Ukrainian].

12.Dykan, O.V. Rozvytok maloho biznesu v Ukraini:
problemy ta shliahy zabezpechennia [Small busi-
ness development in Ukraine: problems and ways
of providing]. Visnyk ekonomiky, transportu i pro-
myslovosti — Bulletin of Economics, Transport
and Industry, no. 57, pp. 58-66. Retrieved from:
http://btie.kart.edu.ual/issue/view/6070. [in Ukrainian].

13.Peck, F., Jackson, K., Mulvey, G. (2018). Regu-
lation and growth-oriented small businesses in
North-West England / Peck F., Jackson K., Mul-
vey G. // Journal of Small Business and Enterprise
Development, V. 25, Issue 2, pp. 294-312. Re-
trieved from: https://www.emeraldinsight.com/doi/
full/10.1108/JSBED-07-2017-0232. [in English].

14.Jedrych, E., Paliszkiewicz, J., Malewska, K.,
Szymanska, K. (2014). Small and medium-sized
enterprises in the European Union: development
challenges in 2014-2020 perspective: mono-
graph / Jedrych E., Paliszkiewicz J., Malewska K.,
Szymanska K. // Lodz University of Technology.
[in English].

15.Grammich, Clifford A., Thomas R. Edison, Jr.,
Nancy Young Moore, and Edward G. Keating.
(2011). Small Business and Defense Acquisitions:
A Review of Policies and Current Practices. Santa
Monica, CA: RAND Corporation. Retrieved from:
https://www.rand.org/pubs/monographs/MG443.
html [in English].

16.Sharma, B.M., (2006). Monograph on Micro, Small
and Medium Enterprises (MSMEs). Kolkata: The

Institute of Cost & Works Accountants of India.
Retrieved from: http://icmai.in/upload/Institute/
Updates_Archives/msme_book.pdf. [in English].

17.Carter, S., Kuhl, A., Marlow, Su. and Mwaura, Sa.
(2017). “Households as a Site of Entrepreneurial
Activity” Foundations and Trends in Entrepreneur-
ship: Vol. 13: No. 2, pp. 81-190. Retrieved from:
http://dx.doi.org/10.1561/0300000062. [in English].

18.Hospodarskyi kodeks Ukrainy [Commercial Code
Ukraine]. (n.d.). zakon.rada.gov.ua. Retrieved
from: http://zakon.rada.gov.ua/laws/show/436-15.
[in Ukrainian].

19.Zakon Ukrainy “Pro vnesennia zmin do zakonu
Ukrainy “Pro bukhalterskii oblik ta finansovu
zvitnist v Ukraini” vid 05.10.2017 Ne 2164-VII
[Law of Ukraine “On Amendments to the Law
of Ukraine” On Accounting and Financial Re-
porting in Ukraine” from 05.10.2017, Ne 2164-
VII]. (n.d.) zakon.rada.gov.ua. Retrieved from:
http://zakon.rada.gov.ua/laws/show/2164-19.

20.Informasiina dovidka Evropeiskoho informaci-
ino-doslidnitskoho tsentru [Information note
of the European Information and Research
Center]. radaprogram.org. Retrieved from:
http://radaprogram.org/sites/default/files/infocen-
ter/piblications/pidtrymka_msp.pdf.

21.Fahey, L. & Randall, R. (2002). Upravlenie strategiey
na urovne rynka [Management of the strategy at the
market level]. M.: Alpina Pablisher [in Russian].

22 Mintzberg, H., Lampel, J., Quinn, J.B., Ghoshal, S.
(2003). Strategy Process: Concepts, Contexts,
Cases, 5th Edition. England: Pearson Education-
al Limited [in English].

23.Piatnytska, G.T. (2006). Upravlinnya pidpryem-
stvom v epohu hlobalizmu [Enterprise manage-
ment in the era of globalization]. Kyiv: “Logos”
[in Ukrainian].

95



