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FACTORS OF INFLUENCE ON EMPLOYMENT IN SMALL
AND MEDIUM-SIZED BUSINESS IN UKRAINE

Abstract. In small and medium-sized businesses, the vast majority of the entire officially
employed able-bodied population of the country is employed.

The number of employed people, small and medium enterprises, external factors have a
significant influence, which depend on measures implemented by state authorities to stimulate the
development of small and medium-sized businesses in the country.

In the scientific literature of different countries there are works based on the study of similar
problems by conducting a survey among representatives of small and medium enterprises.

The imperfection of existing state supportive programs and the development of small and
medium-sized businesses necessitates an urgent need to analyze their compliance with modern
market conditions.

The study includes an analysis of the impact of various external factors on the number of
employees in the small and medium-sized business.

A significant number of negative factors of influence on small and medium-sized businesses
indicated in the state support and development programs do not really have a significant impact on
the efficiency of the activities of such entities.The views of representatives of small and medium-
sized businesses and state bodies do not coincide with the main problems of activity.

In order to increase the number of employed in small and medium-sized businesses, it is
proposed to shift the emphasis of state support and development programs to the established key
factors of influence.

Keywords: small and medium-sized businesses, employment, government support programs,
factors of influence, factor analysis, innovation, innovative approach.
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®AKTOPH BILTUBY HA 3AVMHATICTH B MAJIOMY I CEPEJTHBOMY BI3HECI
B YKPAIHI

AHoTauisgs. Y ManmoMmy 1 cepelHbOMY MIJNPUEMHHIITBI 3aifHATa TepeBakHA OUIBIIICTH
yCchOoro OQiliifHO MpareBIaTOBAHOTO Mpale3JaTHOr0 HaceleHHs KpaiHu. Ha KimbKicTh 3aifHATOTO
HACEJICHHS B CY0 €KTIB MaJOro 1 CEpeAHbOTO MIAMPHEMHUITBA CYTTEBUH BIUIMB MalOTh 30BHIIIHI
(baxTopH, 110 3aJIeKATh Bifl 3aX0IB, SIKi peali3yl0ThCs Jep)KaBHUMU OpraHaMu JJIsi CTUMYJIIOBAHHS
PO3BHUTKY MaJIOTO Ta CEPEHBOr0 Oi3HECYy B KpaiHi. Y HAyKOBIi JiTepaTypi pi3HUX KpaiH BHSBIIEHO
HaNpaIOBaHHs, IO TIPYHTYBAINCh Ha JOCIKEHHI TakuX NpoOJeM MUIAXOM IPOBEIACHHS
ONUTYBAaHHS cepell MPEACTAaBHHUKIB MaJoro 1 CEepelHbOro MiANPHEMHUITBA. HemnoCKOHATICTh
YMHHUX JIEP)KaBHUX MPOrpaM HiITPUMKHA Ta PO3BUTKY MAJIOTO 1 CEPEIHBOro Oi3HECY 3yMOBIIIOE
HarajbpHy MOTpedy B aHaNi31 IXHHOT BIAMOBITHOCTI CydaCHUM PUHKOBUM YMOBaM.

[IpoBeneHe nOCHi/DKEHHS BKIIIOYA€ aHANI3 BIUIMBY PI3HMX 30BHIMIHIX (DakTopiB Ha
YHUCENbHICTh 3alHATHX y MalloMy 1 cepeaHbomy Oi3Heci. [loBeneHO, MO0 3HAYHA KUIBKICTh
HEeraTUBHUX (haKTOpiB BIUIMBY Ha MaJIMii 1 cepeHiil Oi3HeC, K1 3a3HAYCHI B Aep/KaBHUX MPOrpaMax
MIATPUMKH Ta PO3BUTKY, HACIpaBAl HE MalOTh CYTTEBOTO BIUIMBY Ha €(PEKTHBHICTh IiSITBHOCTI
TakuxX Ccy0’eKTiB rocmogaproBaHHs. [lorisiium mpencTaBHHUKIB Majioro i cepeqHboro Oi3Hecy Ta
JIepKaBHUX OpraHiB Ha TOJIOBHI MPOOJEeMH MiSNIbHOCTI HE 30iratoThCsi. 3 METOI0 30UTBIICHHS
YHCEIbHOCT] 3alHATUX y MAJIOMY 1 CepeIHbOMY Oi3Heci MPOMOHYEMO MEPEHECTH aKIEHT Mporpam
Jep>KaBHOT MIATPUMKH 1 pO3BUTKY Ha BCTAHOBJICHI HAMU OCHOBHI ()aKTOPH BILTUBY.

Kntouosi cnosa: manmii i cepenniil 6i3Hec, 3alfHATICTb, AEp)KaBHI MPOTpamMH MiATPUMKH,
(dakropu BILTUBY, (DaKTOPHUI aHAI3, IHHOBAIIll, IHHOBAIIMHUN MiIXII.

@®opwmyn: 0; puc: 1; Taban.: 6; 6i6m. 15.
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®AKTOPBI BJINSAHUSA HA 3AMHSATOCTD
B MAJIOM U CPEJHEM BU3HECE B YKPAUHE

AHHoTanmMsa. B MamoM U cpeaHeM MpeInpuHUMATENIbCTBE 3aHATO MOJaBIISAIOLICE
OOJIBIIMHCTBO BCETO OQUIMAIBHO TPYAOYCTPOCHHOTO TPYAOCIOCOOHOTO HaceleHHs crpanbl. Ha
KOJIMYECTBO 3aHATOrO HACENEHHs B CYOBEKTaX MaJoro M CpEeJHEero MpeArpHHUMATEIbCTBA
CYIIECTBEHHOE BIIMSHUE OKa3bIBAlOT BHEUIHME (PAKTOPHI, 3aBUCAIIME OT Mep, KOTOphIE
peann3yloTcsi roCyIapCTBEHHBIMU OpraHaMu Ul CTUMYJIHMPOBAHUS PA3BUTHUS MAJIOTO U CPEIHETO
OuzHeca B cTpaHe. B Hay4yHON nHTepaType pasHBIX CTpaH BBISBICHO HAapaOOTKH, KOTOpHIE
OCHOBBIBAJIMCH Ha HCCIENIOBAHMM TaKUX TMpoOJieM IyTeM TMpOBEIEHHUs Ompoca Cpeau
MIPEACTABUTENIC MaJOr0 M CPEIHEro NpeAIpUHUMATENbCTBA. HEeCcoBEpIIEHCTBO OEHCTBYIOUX
rOCyJapCTBEHHBIX MPOTPAMM MOJJICPKKH U PAa3BUTHS MAJOTO U CpelHEero OM3Heca 00yclaBiIMBaeT
HACTOATENIbHYIO TOTPEOHOCTh B aHAJIM3€ UX COOTBETCTBUSI COBPEMEHHBIM PHIHOYHBIM YCIIOBHSIM.

[IpoBeneHHOE HCClIeOBAaHUE BKIIIOYAET aHAIN3 BIMSHUS PA3JIMYHBIX BHEIIHUX (PaKTOPOB Ha
YHUCJICHHOCTh 3aHATBIX B MaJiOM M cpenHeM OuzHece. J[0ka3aHO, YTO 3HAUUTENBHOE KOJIMYECTBO
HETaTUBHBIX (DAKTOPOB BIMSIHUS Ha Majblii M cpelHUil Ou3HecC, yKa3aHHbIE B TOCYIApCTBEHHBIX
nporpamMmax HoJUIEP>KKU M Pa3BUTHUS, B ICHCTBUTEIILHOCTH HE UMEIOT CYIIIECTBEHHOTO BIMSHHS Ha
3pPEKTUBHOCTh JEATEIBHOCTH TAaKMX CYObEKTOB XO3SHCTBOBaHUS. B3risiiel mpencTaBUTENeH
MAaJIOTO M CpeHero OM3Heca U TOCYAapCTBEHHBIX OPraHOB HA TJIaBHBIE IPOOJIEMBI IEATEILHOCTH HE
copmagaior. C [enbl0 yBEIMYEHHsS YHMCICHHOCTH 3aHATBHIX B MajoOM W cpelHeM Ou3Hece
Ipe/UlaraeTcsi MEepeHoC akIeHTa MporpaMM TOCYIApCTBEHHON TMOANCPKKH M Ppa3BUTHS Ha
yCTaHOBJICHHBIE HAMU OCHOBHBIE (DAaKTOPBI BIHSHUSI.

Kntouegwvie cnoea: manvlii u cpeqHUil OM3HEC, 3aHATOCTB, TOCYIAPCTBEHHBIE MPOTPAMMEI
MOJICPXKKH, (PaKTOPBI BIUAHUSA, (PAaKTOPHBIN aHAIN3, THHOBAIIMY, HHHOBAIIMOHHBIH MOJIXOI.

@®opmyn: 0; puc.: 1; Tabm.: 6; 6ubm.: 15.

Topicality of the theme under research.The development of small and medium-sized
businesses (SMBs) in Ukraine is one of the main objectives of the «Ukraine — 2020» Sustainable
Development Strategy which is based on the European vector.SMBs are the source of 85 % of new
jobs created in Europe.They make up 99 % of all enterprises, 9 out of 10 micro enterprises have less
than 10 employees [1]. It is this model that ensures the stability of the economy and the standard of
living of citizens in Europe.In Ukraine, the share of small and medium-sized enterprises in their
total number is respectively 94,3 % and 5,5 %, which corresponds to the level of developed
countries in the world [2]. However, it is not reflected in the general level of the country’s economy
in any way. There is a significant reduction in the number of economic entities and employment in
SMBs during 2010—2016. According to the State Statistics Service [3], the number of SMBs
decreased by 14 % and employment by 24 %. That is, one can put forward the hypothesis that there
are factors that hinder the growth of employment in small and medium businesses in Ukraine. More
than half (58 %) of SMBs representatives consider the state as an obstacle and restriction to its
activities.Relevant data are provided in the new USAID analytical report [4].The concept of the
National Program for the Development of Small and Medium-Sized Entrepreneurship for 2014—
2024 identified the reasons that hinder the development of small and medium-sized businesses,
which are the basis for all national programs.Their implementation from 2014 to 2017 did not
change the situation, and the situation of the SMBs became worse. This allows us to question the
relevance of these problems. In 2017, the Strategy for the Development of Small and Medium-Sized
Entrepreneurship in Ukraine for the period up to 2020 [5] was adopted, which requires verification
of the relevance of the issues raised in it.

Latest research and publications analysis. Similar studies have been conducted in many
countries around the world. Surveys were used as the main method of research. Maurice Ndege [6]
investigated the factors of influence on business development in South Africa. According to the
results of the poll, there are two key factors limiting the growth of entrepreneurship, the state of the
economy and the complexity of accounting, which requires additional costs. Jaroslav Belas [7],
Juraj Sipko [7], Yuriy Bilan [7] investigated the Regional Aspects of Business Environment
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Creation in the SMBs segment in Slovakia .By survey in a research the relation of entrepreneurs to
state policy in the sphere of an entrepreneurship and credit policy of banks for business is studied.lt
is revealed that state programs not fully meet in Slovakia requirements of small business.Asma
Benzazoua Bouazza [8], Diabate Ardjouman, Dr. Othman Abada [8] investigated the factors
affecting the growth of small and medium-sized enterprises in Algeria. In a research [8], theories of
corporate growth, factors affecting the growth of entrepreneurship in many countries of the world
were systematized and the key factors of business constraints in Algeria were highlighted, there are
access to land, bureaucracy and corruption.Researchers generalized the major limiting factors of
development of an entrepreneurship in the countries of the world, there are adverse business
climate, adverse taxation system, difficult rules of registration, corruption. Sibel Ahmedova [9]
investigated Factors for increasing the competitiveness of small and medium-sized enterprises
(SMEs) in Bulgaria.The research focuses on the innovative component of small business, which is
an indisputable factor in the efficiency of an entrepreneurship.

Researching the goal.The main task of the research is to determine the reasons of the
decline in employment, to reduce the number of SMBs in Ukraine to substantiate the main ways of
eliminating them. The research of the prime causes of employment reduction in small business will
improve the business climate in Ukraine. The object of the study is an assessment by the world
organizations of the relationship between the state and business in Ukraine, the passage of tax
control, administrative procedures.

Methodology of researching. In our research we carried out importance assessment for
business of the reasons interfering development of SMBs which are solved at the level of the
Nation-wide development program of a small and average entrepreneurship for 2014 — 2024 and
Strategies of development for a small and average entrepreneurship in Ukraine until 2020.To each
problem allocated in strategy it was picked up indicators of results of national survey of
representatives of SMBs till 2016 inclusive (USAID) which give their quantitative assessment.The
results showed that the strategic objectives of business development in Ukraine were not met by the
real expectations of the SMBs representatives. The results of US Agency for International
Development (USAID) surveys were used to analyze the main obstacles in the growth of the
employment of SMBs in Ukraine. According to the results of the SMBs polls, the barriers to
business management were assessed by us with a help of the Ukrainian ratings in Doing
Business, The Global Competitiveness Index, Index of Economic Freedom, The Global Innovation
Index, Paying taxes ranking.Rating values were used for correlation analysis of the influence of
factors on employment in SMBs. The results allowed to highlight the most influential factors in
reducing the employment of SMBs. In order to clarify these factors, we conducted a poll of 50
representatives of small business of Volyn region.The sample was taken randomly. Among the
polled there were 39 entrepreneurs and 11 directors of small businesses. 40 reasons limiting
business development among which they shall choose 5 most essential were offered to respondents.
The reasons given in the questionnaire were formed on the basis of research on the experience of
similar polls [6—13], as well as USAID polls. Identifying the most influential factors in the
standpoint of business representatives and making own researches have allowed us to formulate our
own vision of the first steps to increase employment in SMBs.

Main Results of Research. Ukraine implements many programs of the European Union, the
World Bank and other international institutions aimed to the development of entrepreneurship.The
positive result of their implementation is the introduction of key indicators of the business
climate.One of these indicators is «Doing Business» — a r ating of ease of doing business, which
allows to determine quality of the regulations of entrepreneurship, which increase or restrict
business activity. The World Bank has calculated this index since 2003 in 190 countries according to
criteria such as the ease of opening a new business, obtaining a building permit, registering
property, receiving a loan, paying taxes, etc. [14]. Other countries which participated in a research,
the ratings of a business climate and survey results of representatives of SMBs are provided in
Table 1.
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Ratings and Survey Results on SMBs Development in Ukraine*

Table 1

: T How often it The main
Name of the rating Who is doing it is done Sources purpose
Doing Business Current %@%%%?ﬁgﬁgs
http://www.doingbusiness.org/r The World Bank Annually legislation for doing business
ankings of the country in thegcountry
;I;’]thE)C(;IObaI Competitiveness _ Annually, Pu;;rllgz rsé;tjllsttslcs Competitiveness
https://www.weforum.org/repor Worllcl Economic but the last of a global survey f analysis.
ts/the-global-competitiveness- orum two years of company ot economies
are analyzed ) of the countries
report-2017-2018 executives
Wall Street Journal Experts Estimation
Index of Economic Freedom (publication) and Annuall assessment of economic
https://www.heritage.org/index/ Heritage Foundation y of Heritage freedom
(calculations) Foundation in the country
Paying taxes ranking Current Oli_::sstilﬁr?altil((:JiT
http://www.doingbusiness.org/d The World Bank Annually legislation ofa taxps ste)r/n
ata/exploretopics/paying-taxes of the country of the coﬁntry
World Intellectual
The Global Innovation Index Property Organization, Experts Qg&iﬁfég&g
https://www.globalinnovationin | Cornell University and Annually Ip . fth )
dex.org/ International Business evaluation ot the country’s
innovation policy
School «Insead»
Identifying
barriers in small
and medium
: The survey entrepreneurship
ﬁ?ﬁ;ﬁgﬁ%gg{:‘% business USA Agency of representatives development
http://lev.org.ua/articles/ABCA for International Annually of sma_ll in Uk_ral_ne,
2016 short.html Development (USAID) and medium identifying
- ‘ business measures
to improve
the business
environment

* Generalized by the authors.

According to the Strategy for the Development of Small and Medium-Sized
Entrepreneurship in Ukraine for the period up to 2020 [5] and the National Program for the
Development of Small and Medium Enterprises [15], the main reasons preventing the development
of small and medium-sized enterprises are: unfavorable macroeconomic situation; high level of
corruption and regulatory pressure, complicated procedures for passing licensing procedures, etc., a
list of which is presented in Table 2. We used the results of the assessment of the annual business
climate in Ukraine conducted by the United States Agency for International Development (USAID)
within the framework of the Leadership in Economic Governance Program (USAID LEV) to assess
the reasons stated in the state program for their relevance to the entrepreneurs themselves. In
Table 2, we grouped the indices that indicate the attitude of respondents for each of the reasons.
Measuring on a scale from -1 to +1.The value «-1» is negative and corresponds to the value «very
bad» , the value «+1» is a positive value and means «very good».

The results of the survey showed that most of the these problems are not relevant. Only a
high level of Shadow Economy, low purchasing power ,lack of available and long-term financing,
frequent changes in legislation that are included in the assessment of the business environment
index are important to consider within the framework of national strategy. Representatives of SMBs
in the surveys published their own vision of the damage in the growth of business.Among them:
insufficient orders and low demand influenced by the macroeconomic situation in the country, an
unstable political situation, high tax rates, burdensome tax administration, accounting, inflation,
corruption, etc.
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Table 2

Reasons that Hinder the Development of Small and Medium Enterprises in Ukraine

% 3 Indexes of USAID*
Reasons of national programs and strategies for small S
No and medium enterprises in Ukraine 5’ o An indicator 2015— | 2016—
s & 2016 2017
1. difficult procedures for passina licensing procedures and | X | X | Registration  of | 0.08 0.12
their high cost as a conseauence; licenses, use of
difficulties during closing of enterprises estate -0.04 0.12
2. imperfection of procedures for the implementation of state | X | X | Regulatory 0.17 0.19
control in the sphere of economic activity; change index
difficulties durina the tax administration of small and
medium enterprises
3. imperfection of the mechanism of partnership between the [ X | X
state and small and medium enterprises;
high levels of corruption and regulatory pressure
4. low level of responsibility of officials,permittina bodies | X
and awareness of entrepreneurs about legal mechanisms of
their protection;
5. difficulty of procedures for goods and services’ Receiving 0.09 0.06
certification and standardization; certificates of
6. inadequate level of informational, consultative and | X conformity, etc.
methodoloaical support of entrepreneurial activity,
including certification of products and services, as well as
implementation of quality management systems;
7. the instability of legislation in the field of small and medium | X SM Business | -0.26 -0.17
business development, which prevents business entities from Environment
planning their activities for a long period of time; Index (moderate)
8. low level of activity of subjects of small and medium [ X Business activity | 0.17 0.15
enterprises in protecting their own interests; index
9. low level of purchasing X | The current state | -0.42 -0.29
10. | high level of Shadow Economy X | of a business
11. | low energy efficiency X | environment
12. | unfavorable macroeconomic situation X
13. | lack of available and long-term financing X
14. | imperfection of the system of trainina, retraining and | X [ X [ These reasons are
professional development of staff for small and medium not noticed by the
enterprises; SMBs
15. | low level of vouna people involvement and involvement of | X | X | representatives
rural population in small and medium enterprises.
Low level of entrepreneurship

* Built by authors based on: http://lev.org.ua/articlessf ABCA2016_short.html.

The percentages of respondents according to our survey on the reasons that hinder business
development are presented in Table 3.We compared the responses received with the results of
USAID surveys. Table 3 shows the percentage of respondents who noticed these factors as the main
reasons that limit development.

Table 3

Survey Results of SMBs Representatives on the Main of Restraining Factors of Their Growth

The survey data The USAID
Ne Causes of entrepreneurs All-Ukrainian
of the Volyn region Survey* data
1 Insufficient number of orders, low demand 52 % 59 %
2 Unstable political situation 45 % 44 %
3 High tax rates 38 % 35 %
4 Burdensome tax administration, accounting 42 % 271 %
5 Inflation 24 % 26 %
6 Frequent legislation changes 23 % 26 %
7 High regulatory pressure,slovenly legislation, verification 38 % 23 %
8 Corruption 18 % 23 %
9 The war in the East of the country 20 % 20 %
10 | Lack of skilled workers 45 % 20 %
11 | High level of competition 18 % 19%
12 | Low level of availability of the credits 10 % 19%

* Developed by authors on the basis of : http:/lev.org.ua/articles/ ABCA2016_short.html.
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In general, the results of the surveys in the Volyn region correspond to the average
indicators for Ukraine .Differences for two reasons are due to regional peculiarities. Burdensome
tax administration and accounting were noticed by small entrepreneurs and firms, which find it is
difficult to pay additional professional services for financial accounting, as in Volyn oblast most
entrepreneurs are small.Lack of skilled workers is related to the proximity of the border, as most
skilled workers prefer to work abroad, where higher wages is guaranteed.

To identify the most influential factors on the employment rate, we conducted a correlation
analysis of the impact of the reasons announced by entrepreneurs during the survey on the number
of employees of SMEs. Correlation analysis was carried out for the period of 2011—2016
years.The value of the indicator (Y) — the number of employees employed in small and medium
enterprises — was obtained from the website of the State Statistics Service of Ukraine.The list of
factors is given in Table 4.

Table 4
Sources of Information for Factor Assessment for the Correlation Analysis of Employment in SMEs
L Factor
Ne Rating index Source of connection
1 Macroeconomic https://www.weforum.org/reports/the-global-competitiveness- lack of orders,
environment report-2017-2018 low demand
2 Political stability Unstable
and absence https://www.heritage.org/index/ political
of violence / terrorism situation
3 Time to calculate Burdensome tax
and pay taxes administration,
7 (hoaj_rgtgle: a))/(ear) http://www.doingbusiness.org/data/exploretopics/paying-taxes accounting
and contribution rate High tax rates
(% of profit)
5 Inflation http://www.ukrstat.gov.ua/operativ/menu/menu_u/cit.htm Inflation

*Generalized by the authors.

Values of factors:

e lack of orders / low demand — assessment of the macroeconomic environment (X1),
Annual Global Competitiveness Report (World Economic Forum), index value from 0 (lowest) to 7
(highest);

e unstable political situation — indicator of political stability and lack of terrorism (X2),
World governance indicators (The World Bank), value of the indicator from -2.5 (weak stability) to
2.5 (strong stability);

e high tax rates — % of tax revenue (X3), Doing Business (The World Bank), 0—2100 %;

e burdensome tax administration, accounting — time expenditures for calculating and
paying taxes (X4), Doing Business (The World Bank), the value of the indicator in the hours spent
per year;

e inflation — index of inflation (X5), website of the Ministry of Finance of Ukraine.

While calculating the correlation coefficient (to determine the compression and the link
between each individual factor and indicator) and checking the hypothesis of the significance of the
correlation coefficient using Student’s t-criterion (a probability p = 0.95) it was found that in the
first four factors with the indicator of direct and close correlation (the correlation coefficient is 0.89,
0.94, 0.98 and 0.83 respectively, the correlation connection is confirmed), and the fifth factor —
does not pass the confirmation of communication by checking the Student’s t-criterion
(Table 5).

To determine the degree of variation of the indicator under the influence of factors, we have
calculated the indicator of the determination coefficient (R?) .The larger the value of the
determination coefficient, the greater the degree of variation of the indicator under the influence of
a particular factor.
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Table 5
Results of the Correlation Analysis of the Dependence of the Number of Employed in the Small
and Medium Business on the Determined Factors of Influence

Corre_la_ltion
Factor co?glrcclgnt Student t-test Determination Fischer F test
and direction (/t />/ttab)) coefficient (F > F tab)
of connection)
Macroeconomic environment 0.89 Yes 0.79 Yes
Unstable political situation 0.94 Yes 0.88 Yes
High tax rates 0.98 Yes 0.96 Yes
Burdensome tax
administration 0.83 Yes 0.69 Yes
Inflation -0.77 No - -

* Own development.

According to the calculations, the highest impact on the number of employees employed in
small and medium enterprises has high tax rates (the determination coefficient is equal to 0,96) and
the unstable political situation (0,88). The other two factors (the state of the macroeconomic
environment (0,79) and burdensome tax administration (0,69) are less influential, since only when
the determination coefficient is more than 0,8 results of the regression analysis are recognized
rather powerful. After getting the determination coefficient, Fisher’s criterion (F-criterion) was
calculated for checking the obtained values by the initial data. In all four cases the received results
corresponded to experimental data.

The use of correlation analysis methods has shown that the greatest impact on the change in
employment in the Ukrainian SMBs has tax rates. If you compare Ukraine’s total tax and
contribution rate according to Doing Business research with countries such as Poland, Czech
Republic, Slovakia, Hungary, Romania, then the indicator is not very different in the neighboring
countries (Fig.).

55 \
 — =X
50 e
45
35
2014 2015 2016 2017 2018
—o=—Ukraine 54,9 52,9 52,2 51,9 37,8
Poland 41,6 38,7 40,3 40,4 40,5
—o=Czech Republic/ 48,1 48,5 50,4 50 50
—==Slovakia 47,2 48,6 51,2 51,6 51,6
—o—Hungary 49,7 48 48,4 46,5 46,5
—e—Romania 42,9 43,2 42 38,4 38,4

Fig. Total tax and contribution rate (% of profit)*
* Developed by authors on the basis of: http://www.doingbusiness.org/data/exploretopics/paying-taxes.

An indicator of the total amount of taxes and contributions is intended to provide a

comprehensive assessment of the value of all taxes paid by the enterprise . It differs in the statutory
tax rate, as it shows the total tax burden. The Doing Business rating for a certain year is calculated
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as of July 1 of the previous year.For example, The Doing Business-2018 rating on Fig. 1, calculated
as of July 1, 2017. A significant decrease in the indicator in 2018 is due to a decrease in the single
social contribution in 2016.

The general level of taxation in Ukraine is currently lower than the neighboring countries.
However, in combination with other factors, the negative effect of reducing employment in SMEs is
achieved, with a difference in tax rates of 1—2 % in comparison with other countries.A deeper
analysis of the taxation of SMBs in Ukraine confirms ratings.If the annual income of the
entrepreneur is more than 5 million UAH. (188 thousand dollars) [3], then the actual rate of income
tax is 41,5 % (military fee, single social contribution, income tax).Taking into account an excise
and the value added tax, the rate still will increase. But if we reduce the impact of other factors that
we have highlighted a positive effect of reducing tax pressure will be achieved in the nearest future.
We can not influence significantly and quickly on the macroeconomic situation and political
instability. As for burdensome tax administration, it is important to optimize accounting in SMBs as
soon as possible. In Table 6 we summarize the list of documents required of an employee,
regardless of the size of the enterprise.Ensuring their creation requires additional costs, which are
not always effective for representatives of SMBs at the beginning of projects. The same lists are
formed in all areas of accounting.

Table 6

List of documents that are need to be formed in the presence of employees
The document that an employer is required to make Circumstances
An employment contract When an employee is taken to work
MFS applications for employment
An order to take an employee to work
The book of the records of labor relations orders
An Employment Record Book
A Personal Card
Copies of the employee’s personal documents (passport, ID,
etc.)

Rules of internal labor regulations
Staff schedule

Job descriptions

The Remuneration Orders

Developed for hired employees to familiarize them
with the rules and internal regulations of work with
an entrepreneur

An attendance record card

It is used to record the time during which an
employee carries out his duties

The Payroll
Salary Payments

It is used to calculate the amount of wages for an
employee for a period

An Employees’ Leave
Orders providing leave for workers
Calculating leave period pay

When giving the employee a vacation

Report on the single social contribution and personal incomes

Submitted to State Fiscal Service

The statement of termination

When an employee is being dismissed from work

Calculation of payment for unused leave days
* Generalized by the authors.

Conclusions. We believe that our research will become a vector for further action by the
legislative branch in order to form a more effective approach to strategic planning of
entrepreneurship development in Ukraine. The methods used by us can be further used to identify
the factors constraining the development of entrepreneurship, the development of national and
regional business development programs. The revealed paradox of the National Program for the
Development of Small and Medium-Sized Entrepreneurship for 2014—2024 confirms the absence
of steps to solve business problems.Moreover, during the implementation period the situation has
becomes worther. In The Strategy for the Development of Small and Medium-Sized
Entrepreneurship in Ukraine for the period up to 2020, the issues identified by us during the study
are rising, but the implementation measures do not meet the demands of business. In particular, the
simplification of documentation is realized by reducing the requirements to the details of primary
documents, simplification of reporting is realized by the introduction of electronic reporting, etc.

117



Taking into account global experience, we propose the following measures to stimulate
employment in SMBs:

1. To introduce ‘tax holidays’ for the first 2—3 months of the entrepreneur’s activity.

2. Develop clear accounting rules for small businesses. Clearly define the minimum
requirements for the list of primary documents, improve the procedure for keeping income and
expenditure accounting cards. In practice, despite the declaration of simplified accounting for small
businesses, «simplification» is manifested only in the formation of financial statements.Indeed, a
financial report of a small business entity is rather simple, if to compare it to 4 forms of the main
reports.But the entrepreneurs shoulder the whole burden of accounting, as the controlling bodies
require availability of all documents, whether it is an entrepreneur or a legal entity, regardless of the
scope of activity.

3. To guarantee at least one year of delay of entering of new tax rules and reporting for their
study.

4. To create the system of preferential SMBs crediting aimed at the creation of new jobs and
encouraging private enterprise.
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