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Today, small business is of great value to Ukraine, it is able to quickly overcome the problems
associated with economic restructuring. However, small businesses face a number of problems, namely:
inefficient business management, tax reform, obsolescence of technical equipment and significant risks with
the purchase of goods. According to world experience, small business can create the conditions for economic
development and reduce the negative effects of crises. However, its development is significantly influenced
by a large number of factors. At the present stage, small business operates dynamically in various sectors of
the economy and is considered one of the effective tools for the development of the national economy with a
market mechanism of management. Studies of these issues are described in the works by such leading
scientists as: Varnalii Z., Vyhovska V., Lychkovska M., Liapin D. and others. As business conditions are
constantly changing, the topic is relevant and needs research.

The purpose of the article is to analyze the Ukrainian experience of small business organization.

Main part. Examining the scientific work of modern experts, we found that in their work, the terms
"entrepreneurship" and "business" are used mostly as synonyms. In some works, the concepts of "small
business" and "small business" are identified. Therefore, it is expedient to address to the legislation. An
analysis of official legal documents has shown that the law uses the term "small business". In particular, the
Commercial Code of Ukraine (Article 42) defines entrepreneurship as an independent, proactive, and
systematic, at their own risk economic activity, which is implemented by business entities with the intention
to achieve certain economic and social results and get the maximum profit [1]. It is noted that small
businesses include only those enterprises (regardless of ownership) in which the average number of staff for
the reporting (financial) year does not exceed 50 people, and the gross income from sales of products (goods,
works, services) for this the period does not exceed 70 million hryvnias [9].

Thus, the division of enterprises by size in accordance with the legislation of Ukraine into micro,
small, medium and large enterprises is based on the following criteria: book value of assets, net income from
sales of products (goods, works, services), the average number of workers (Fig. 1). These indicators,
according to the size, must meet at least two of the above criteria for the previous year as of the date of
preparation of the annual financial statements for the year.

Division of Book value of et S5les Fevanine average number of
enterprises by size assets Sates e employeesi
* Micro- * 70 350 THCAY * upto 700 +« upto 10 people
enterprises €BPO thousand euros
* Small businesses * 10 4 MiTBIIOHIB + upto 8 million + upto 50 people
* Medium * €BpPO euros 2
enterprises « upto 20 nullion + up to 40 nullion 2 to 250 1
+ Large enterprises euros euros SHED) ol ol
+ more than 20 + more than 40 .-
nullion euros million euros * more than 250
people

Fig. 1. Criteria for the division of enterprises into micro, small, medium and large (compiled by the
author according to [9-11])
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In practice, a small enterprise can carry out any business activity provided by law (production,
commercial, financial, insurance, etc.), which is aimed at realizing the own economic interests of the
enterprise. The subjects of small business are participants (legal entities and individuals) who perform
economic activities in compliance with the rights and obligations, have separate property and are responsible
for their obligations within the property, except as provided by law (Fig. 2) [9].

Individual entrepreneurs (PE), whose average number of]
employees for the reporting period (calendar year) does not exceed
150 people and the annual income from any activity does not exceed
the amount equivalent to 10 nullion euros, determined at the
average annual rate of the National Bank of Ukraine

Legal entities - business entities of any organizational and legal
form and form of ownership, in which the average number of
employees for the reporting period (calendar year) does not exceed
50 people and the annual income from any activity does not exceed
the amount equivalent to 10 nullion euros . determuned at the
average annual rate of the National Bank of Ukraine

Small business entities

Fig. 2. Small business entities (compiled by the author according to [9])

Thus, small business includes natural persons — entrepreneurs and enterprises that are registered as
legal entities. The process of their creation is the same. The only difference is what benefit they are trying to
get from the organizational and legal form. In Ukraine, small business is represented by individual
entrepreneurs. Therefore, we will describe the main stages of their creation [6].

I stage — determine the type of business activity and the taxation system. To begin with, you need to
choose the type of entrepreneurship activity that small businesses plan to carry out and determine the
appropriate codes in classification of entrepreneurship activities. After all, according to the law, the future
entrepreneur has the right to carry out the entrepreneurship activity within which he chose and registered it.

II stage — submit the relevant documents to the state register to obtain an extract from the Unified
State Register. To register, you must apply with an application and relevant documents (in paper or
electronic form) to the subject of state registration or notary. In addition, in order to carry out business
activities, an already registered natural person-entrepreneur must be registered with the following authorities:
Pension Fund — as a payer of the Single Social Contribution, the State Fiscal Service (SFS) — as a payer of
taxes and debts and to the statistics body.

II stage — open a business bank account. An individual entrepreneur may, at his own request, open
accounts in various banks to carry out his business activities. In turn, the bank opens a current account for the
entrepreneur under a bank account agreement, during this procedure identification and verification is carried
out. At the same time, entrepreneurs are required to report their status to banks, as well as to other financial
institutions that have opened their own accounts.

IV stage — registration and receipt of books of income and expenses (in paper or electronic form).
Regardless of the chosen system of taxation (general or simplified), small businesses must keep records of
the results of their own business. Entrepreneurs of the general system of taxation write down the book of the
account of incomes and expenses. The payers of the single tax of groups I-III (do not pay value added tax)
keep only the book of the account of incomes, and payers of the III group who pay value added tax they keep
a book of income and expenses. Small businesses must register the books with the State Fiscal Service,
where they are registered. One of the important factors for small business is the tax system.

The main normative document on small business taxation is the Tax Code of Ukraine, according to
which small businesses have the right to choose the tax regime: general or simplified (single). The main
factor influencing the decision to switch to a single tax is economic efficiency, which allows you to reduce
tax payments due to changes in the tax system. In particular, two taxation systems are used.
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The first type of taxation is the general system. This system of taxation is chosen by legal entities
regardless of the type of entrepreneurship activity, the amount of annual income and the number of staff —
the choice of such a system is not limited by any criteria. In this case, the tax is paid from the amount of net
income of the entrepreneur. The tax rate is fixed. At single social contribution must be paid for each
employee. This system is useful for those entrepreneurs who have significant costs during their business
activities. Under this tax system, these costs are taken into account when calculating the percentage of tax.
Therefore, in most cases, these entrepreneurs carry out production activities (i.e. purchase raw materials for
production) or directly trade in goods (because the bulk of the costs are the cost of production, transportation
costs, wages, etc.).

The second type of taxation is a special (simplified) system. This system was created in order to
reduce the tax burden and stimulate the development of small business in Ukraine. The size of the single tax
can be fixed or change depending on the income. In addition, a special tax system uses special reporting
regime, which also simplifies the organization and management of their business. In most cases, this system
is chosen by those entrepreneurs who have low costs. Under this tax system, these costs are not taken into
account when calculating the percentage of tax. Thus, this system is beneficial for entrepreneurs who are
engaged in activities related to the provision of any services. In order to use the simplified taxation system it
is necessary to meet certain criteria, namely: to be a resident of Ukraine, to have no debt to the state, to
engage only in business activities provided by law, to meet all standards of one of the IV groups of the single
tax .In Ukraine, the simplified taxation system provides for 4 groups of taxpayers, which differ in the types
of activities with an annual income limit and restrictions on the number of employees (Fig. 3).

According to Law Ne540, the new amounts of income of "units" of groups I-III come into force on
April 2.

+ self-employed persons engaged in retaill sales in the markets or
I providing household services
group + annual income limit - up to 300,000 UAH per vear
+ the tax for this group 1s up to 10% of the subsistence level y
f 1 * persons where the number of emplovees 1s not more than 10, who are
I engaged in the provision of services, production, sale of goods, cairy
. out restaurant activities
gtoup + annual income lumit - 1 nullion 500 thousand UAH
\ | * the tax for this group 1s up to 20% of the nunumum wage )
——J  ° these are persons who carry out any type of econonuc activity that is \
not directly prohibited for single taxpayers
. * annual incom-c:: does not e;;ceer:l 5_ mfillion UAH per year
group * the mumber of employees 1s not limited
+ tax for for this group is not fixed in contrast to the 1st and 2nd
gioupf;__The rate 1s 3% of the income for pay value added tax payers,
5% of income for not payers value added tax /
+ pavers of the fixed agricultural tax for which the separate 4th group of \
the uniforim tax since 2015 was created
v . i%l};?lﬂhlml producers, where the share of production per year exceeds
gtoup » withoutrestrictions on the amount of income or number of employees
+ the amount of tax for this group depends on the category of land owned
by entrepreneurs and their location

/

Fig.3. Four groups of simplified taxation system (compiled by the author according to [compiled by the
authors on the basis 9-11])
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Table 1

Characteristics of single tax payers [compiled by the authors 10]
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From April 2, 2020, changes were made to the amount of taxation. Therefore, from April 2, the
amount of income is:

» for the first group — 1 million UAH (until April 2 — 300 thousand UAH);

» for the second group — 5 million UAH (by April 2 — 1.5 million UAH);

* for group III — 7 million UAH (until April 2 — 5 million UAH).

Also, the same Law provides for amendments to the Law Nel129 to exclude the rate of increase in
income for group II from 1.5 million to 2.5 million UAH [9-11].

It is worth noting that for each group the size of the minimum and maximum rates of the single tax is
determined. The types of activities that cannot be assigned to each group are established (Table 1).

The procedure for moving to another tax group has changed. In the information letter Ne 9 the tax
authorities emphasized that in accordance with par. 298.1.5 tax code of Ukraine single tax payers have the
right to change the group of single tax payer (due to the increase in income limits), but only from the third
quarter of 2020, subject to other requirements of Chapter I of Section XIV of the tax code of Ukraine. The
relevant application for transfer to another group must be submitted no later than June 15, 2020. Separately,
the tax authorities noted that the transition of a group III taxpayer (value added tax payer) cancels the
registration of a value added taxpayer in the manner prescribed by the Tax Code of Ukraine, if he chooses
the first or second group.

Thus, each tax system for small business has its advantages (Table 2).

Table 2
Comparison of general and simplified taxation system for small business [11]
Comparison criterion Simplified system General system
Tax calculation base Income (or fixed monthly | Profit (for individuals: net taxable income =
payment) income - expenses)
Registration as a value Possible only in groups 3 | In the general order (if the volume of
added tax payer and 4 transactions is more than 1 million UAH)
Payment of land tax not yes
PPO Does not use 1 group in general
Barter transactions, No, it is forbidden yes
promissory notes, offsets
Table 3
Dynamics of small business development in Ukraine in 2017-2018
Criterion Value by years
Ne 2017 2018
1. | Small businesses: 1789406 1822671
of which are small businesses (
individual -entrepreneurs) 1466486 1483297
2. | Number of employees, thous. of people:
small enterprises 3956331 4173665
of them small entrepreneurship (individual
entrepreneurs) 2297390 2532668
3. | Volume of sold products (works, goods, services),
mil. UAH:
small enterprises 2067799291,6 2496947692,2
of them small entrepreneurship (individual
entrepreneurs) 585798554,6 730797248,2
4. | Financial results (net) before tax, mil. UAH -10724,8 46870,8
5. | Percentage of entities that made a profit in the total | 72,7 74,1
number of enterprises
6. | Percentage of entities that suffered losses to the 27,3 25,9
total number of enterprises

*compiled by the authors on the basis 7
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Thus, a simplified system is advantageous when:

the business is highly profitable, i.e. the entrepreneur has low costs. In this case, less tax is paid than in
the general system; revenue for the year is relatively small;

the company uses the land (there is an exemption from paying for the land);

the main consumers of the company's services are also on the simplified system or the population (this
is more true of 1-2 groups of the single tax);

there is no need for barter settlements.

Therefore, the number of small businesses has increased over the past 10 years. In particular, for the
last two years ( table 3).

It should be noted that today in Ukraine there is a tendency to increase the number of small businesses,
which in turn demonstrates the dynamic development of this sector of the economy. It should also be noted
that due to the increase in the number of small businesses, the number of employees in these enterprises has
also increased. New jobs are being created, which contributes to improving the development of the state,
economic growth and the well-being of citizens. But in recent years, the efficiency of small businesses is
declining, due to the following factors: inconsistency of current legislation, growing tax burden, low level of
cooperation between local authorities and business, constant growth of administrative barriers, constant
change of "rules of doing business", lack of clear policy on small business development.

This affects an indicator such as ease of doing business. In 2002, the World Bank launched the Doing
Business project — a ranking of countries on the ease of doing business. This ranking covers 190 countries
and is formed on the basis of 10 indicators used in order to identify successful reforms in the field business
regulation and for determining exactly where and why they were effective.

According to the study «Doing Business-2018» [12](as of June 1, 2017) in rating prepared by the
World Bank for level of ease of doing business in 2018 Ukraine took 76th place (between Bhutan and
Kyrgyzstan), which is the best result of our state for the last 5 years. Compared to the situation in 2017 (80th
place), Ukraine rose in the ranking by 4 units, and in total during 2014-2018 — by 24 positions among 190
countries. During this period, Ukraine has achieved the largest progress among all post-Soviet countries in
the ranking of Doing Business. Ukraine managed to improve its overall position in the Doing Business
ranking by achieving success in 4 out of 10 categories.

Due to the reduction of the Single Social Contribution and its unification, Ukraine has significantly
improved its position in the ranking in the category of "taxation" by 41 units (from 83 places to 43). In
addition, the positions of our state have changed according to the following indicators: "connection to energy
supply systems" — by 2 points (from 130 places to 128) and "solving insolvency problems" — by 1 position
(from 150 places to 149). As for all the other six categories, Ukraine's position in the ranking of ease of
doing business has deteriorated. According to the indicator "enterprise registration", our state lost the most
positions - 32 and dropped in the ranking from 20 to 52 place. In the category of "protection of minority
investors" Ukraine — fell by 11 points (from 70th place to 80th); according to the indicator "obtaining a loan"
- by 9 units (from 20 places to 29); in the category of "international trade" — by 4 positions (from 115 places
to 119) and 1 position by our state lost on such indicators as "property registration" (from 63 places fell to
64) and "ensuring the implementation of contracts" (from 81 places — on 82). Of all the regions of Central
and Eastern Europe, Ukraine ranks penultimate, only 1 position ahead of Kyrgyzstan.

Thus, small enterprises play an important role in the development of Ukraine's economy, create new
jobs, fill the budget, meet the urgent needs of the population, reduce unemployment. However, there are now
a number of barriers to development for small businesses that need to be explored and addressed. However,
in the context of globalization and the development of the global financial crisis, difficult political situation,
military conflict in the country intensifies the negative processes and requires the formation of a unified state
policy for the development of small business.
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UDC 334.112.02

I'nedora A.O., KaHIUJAT CKOHOMIUHUX Hayk, AoreHT. CosiomoBHMK M.O., Maructp. HamioHanbHui
yuiBepcurer «[lonraBchka momitexHika imeni FOpis Kowapatoka». Opramizaniss  ynpaBiiHHS
niAnpueMcTB Majaoro Oi3Hecy B cdepi mocayr: ykpaincbki peanii. JochmipkeHi XapaKTEpUCTHKH
HUHIIIHIX YMOB OpraHi3aiil ynpaBIiHHS MiJIPUEMCTB Majoro Oi3Hecy i cydacHHMH CTaH PO3BHUTKY Majoro
Oi3Hecy Ha TepeHax YKpaiHu. PO3TJsiHyTO eramu CTBOPEHHsI Ta YIpaBJIiHHS MaiuM Oi3HecoM y cdepi
nocyr. Bu3zHaueHO OCHOBHI 4 eramu CTBOPEHHS, JIe CTpaTeriuHy poiib Oylie BigirpaBaTh caMe CHCTEMa
onojaTkyBaHHs. Haiibinpmoro mnomupeHHs HaOynM [JBI CHCTEMH onojaTKyBaHHsS. [lepmmii  Bua
OIOJaTKyBaHHSA — I 3arajbHa cUCTeMa. B OLIBIIOCTI If0 CHCTEMY OINOJAaTKYBaHHS OOMpPAIOTh came
IOPUAMYHI OCOOM B HE3aJCKHOCTI BiA BHIY HIANPUEMHMIIBKOI MiSJIBHOCTI, CyMH PIYHOTO JOXOIY Ta
YHCENLHOCTI MEPCOHAy — BUOIp Takoi CHUCTEMH HE OOMEKYEThCS HISKUMH KpuTepisiMu. [Jpyruit Bun
OMOJIATKYBAHHS — IIe crellianbHa (CrpolneHa) cucreMa. Po3mip €TMHOro momaTky Moxe OyTH (ikCOBaHUM
a00 KOJMBATUCSA 3aJeKHO Big jgoxoay. KpiM 1poro, 1m0 crHeliaibHOI CHCTEMHM OIOJATKyBaHHS
BHKOPHCTOBYETBHCS U CIELIaIbHUA PEKUM 3BITHOCTI, KOTPUI TaKOXK CIPOILYE MIAMPUEMIIIO OPraHi3alliio Ta
YIOpaBIsHHSA cBOIM Oi3HecoM. OOIpyHTOBAaHO aKTYyalbHICTh HAYKOBHUX JOCHIIKEHb IIOJ0 OpraHi3amii
yIpaBimiHHS ManuM Oi3HecoM Yy cdepi mocnyr, ska mnepenbadae sukopuctanus III i IV rpymm
onojaTkyBaHHs. [IpoaHanmizoBaHO IWHAMIKY PO3BHUTKY Majioro Oi3Hecy B VYKpaiHi 3a OCTaHHI POKH.
BusnaueHo, mo B YkpaiHi BIICTSKYETbCS TEHACHIS 10 30UIbIICHHS KUIBKOCTI CYO’€KTIB Majoro
MiANPUEMHUIITBA, KOTPA Y CBOIO UEpTy JIEMOHCTPYBaIa IUHAMIYHHIA PO3BUTOK JIAHOTO CEKTOPY €KOHOMIKH.

Knrwouoei cnosa: 6i3uec, manmii 6i3Hec, €AMHUI TOJATOK, KPUTEPil, ONOAATKYBaHHSL.
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