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The experience of successful countries, as we usually called
countries with developed market economy indicates that small and
medium-sized innovative enterprises is an important factor of the
steady economy, and their number and the degree of consistency
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long-term experience of European countries shows that small

and medium-sized innovative enterprises are an important factor
in the steady state of the economy, and their number and the degree
of consistency determines how the country’s economy has reached
the level of a socially oriented market.

As shows detailed analysis of the economic structure of
European countries, bulk of their economic potential are small and
medium-sized enterprises (SMEs). According to statistics, for
example, the share of SMEs accounted for 99 % of the total number
of all enterprises in the EU, they create 65 million jobs.

We will give a few figures to illustrate this general trend in detail,
the essence of which is that SMEs give innovative impetus to a
market economy. In the countries with developed market economies
the number of employed in small entrepreneurship entities, as a rule,
exceed 50 % of the working age population (EU countries), and in
some places, is closer to 80 % (Japan).

Production of small enterprises is more than 50 % in GDP of the
countries of continental so-called «old» Europe (Germany, France)
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and more than 30 to 40 % in GDP of the countries of «xnew» Europe
(the Czech Republic, Slovakia, Hungary) [1].

Improvement of innovative and intellectual potential of SMEs,
generally, should be one of the main directions of public policy. We
emphasize that we are talking about the development of the
innovation component of SMEs.

Innovation, as it is known, is determined by the final result of
innovation activity, which is used in the form of new or improved product
introduced on the market, new or improved technological process used
in practical activities or a new approach to social services.

We note optimistic that in the domestic law, the activities of
SMEs regulated sufficiently, in particular the Laws of Ukraine
«On Development and State Support of Small and Medium
Entrepreneurship in Ukraine» [2], «On the National Program to
Promote Small Entrepreneurship in Ukraine» [3]. With regard to
innovation policy, we clearly note, the Law of Ukraine «On the
priority directions of innovation activity in Ukraine», adopted in 2011
with amendments from 2013, aimed at defining a strategic innovation
policy priorities for the period 2011-2021 [4].

Now the principles of innovation policy is enshrined in more than 70
legal and policy documents, including the Law of Ukraine «On State
Regulation of Activities in the Sphere of Technology Transfer», with
amendments from 2015, [5] and the Law of Ukraine «On Scientific
Parks» from 2009 [6]. The innovative component of the public policy in
the sphere of support to SMEs is also mentioned in the Strategy on
Sustainable Development «Ukraine—2020» and the Concept of the
State Program of Development of Small and Medium Enterprises for
2014-2024. However, we note that this is the external side of the coin.
On the content, even the latest legislative initiatives regarding the
improvement of SMEs, have almost not been implemented, and they
require further development and a clear agenda of reforms.

We note that, as a rule, in the domestic practice SMEs are
enterprises in which the number of employees less than a certain
established norms, differentiated for different countries. It should be
noted, partly a classification of SMEs are represented in the updated
Economic Code of Ukraine; however, domestic legislation,
unfortunately, does not clearly define the characteristics of SMEs. It
seems most appropriate factors characterizing SMEs proposed by
the European Commission for entrepreneurship and industry, which
carry out the differentiation, depending on the number of employees,
annual turnover and balance (tab. 1).
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Table

Classification of SMEs according to the definition of the
European Commission for entrepreneurship and industry

Business Number of Annual Annual
type employees turnover (in balance sheet
million (in million
euros) euros)
Very small <10 and <2 or <2
(micro)
enterprise
Small <50 and <10 or <10
enterprise
Medium <250 and <50 or <43
enterprise

According to statistics, there are nearly 200 thousand small
enterprises in Ukraine. The real business is carried out about 1
million entrepreneurs without establishing a legal entity and almost
40 thousand farmers. Small business employs more than 2.7 million
people or 9 percent of the working population of Ukraine. At the
same time, small business produces 11 percent of the total volume
of production (works and services) in Ukraine as a whole, which
indicates more efficient functioning of small business in comparison
with the so called big business [7]. Since Ukrainian independence to
1 July 2013 the status of a private entrepreneur received 5 million
142 thousand people — it seems to be the highest growing dynamics
of the development of SMEs. Unfortunately, 2 million 099 thousand
people have already stopped their own business.

To explain this sad statistics is quite simple: the category of
small business owners are always most vulnerable to external
stimuli, including: tax and customs legislation, price fluctuations of
inputs and products marketing, as well as currency, the lack of an
effective credit policy to support small business, and the like. In this
case, the level of income and the number of applicants to do small
business is the criteria for the development of SMEs.

According to international experts, access to finance resources
remains a key constraint to development of SMEs in Ukraine, there is a
systematic reduction in Bank lending to SMEs too [9]. According to the
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Business Environment and Enterprise Performance Survey (BEEPS V)
(EBRD, 2014), the problem of access to credit is especially typical
for medium-sized enterprises (referred as obstacle by almost 35 % of
respondent enterprises). In addition to the current crisis the Ukrainian
private sector also faces many challenges and deep obstacles, including
corruption, weak investment climate and low level of innovation. Despite
the availability of a skilled workforce, Ukraine has low level of
productivity in Europe and Central Asia (ECA). The country occupies the
77" place out of 144 countries assessed in the preparation of the global
competitiveness Index in 2014, notes a study conducted by experts from
the world economic forum [10].

But the key problem of Ukraine is connected with
implementation of reforms, primarily economic, in particular,
legislative initiatives to support SMEs. With sadness we note, as a
result, the amount of expenses from the State Budget for the
development of SMEs in 2014—2015 reduced to near zero.

With respect to innovative activities of SMEs within the framework
of fair competition, it is necessary to emphasize that because of the
support of the innovation activities of SMEs is extremely important as at
the state level in general and at the level of individual region, the overall
situation in this area could significantly improve the establishment of
regional innovation infrastructure for SMEs.

Financial support for the implementation of innovative
component in the activities of SMEs should provide the Foundation
for the Support of Small Innovative Business, but starting from 2013,
the mentioned institution has not received budgetary financing.
As reported 41 % of SMEs managers interviewed by the experts
during the current assessment of the Index policy on SMEs: Eastern
partnership countries, the analysis for the year 2016 is a major
obstacle to innovation for SMEs is the size of the costs.

Financial support in the form of grants and tax incentives may
contribute to the development of innovative activity. Despite the
presence in Ukraine of a specific innovative infrastructure, its
effectiveness is limited by financial issues and by a lack of targeted
support. We note that in 2014 there were 82 incubators to launch
innovative startups, however, according to the State Service for
Regulatory Policy and Entrepreneurship Development, in fact, only 27 of
them worked. Of the 50 technology parks actually worked only 13 [11].
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The establishment of the newest forms of financial support for
innovative small and medium-sized enterprises, for example, venture
funds funding should help to resolve this issue. We note that in
developed countries, the emergence of venture capital funds and
venture capital firms was due to the need to finance small high-tech
business: they were created as investment companies of small
innovation business. This experience would be very useful for
Ukrainian SMEs. As a rule venture capital firms are created by a
small like-minded group — engineers, researchers, scientists, and
managers with relevant work experience in labs of large companies
with the aim of attracting funds of large companies to solve specific
scientific problems. Their advantage is specialization, the
concentration of logistical and financial resources in the chosen area
of research and the ability to refocus on new directions quickly.

We note critically that venture financing is not widespread
enough in Ukraine. In our opinion, the government should encourage
the existence of venture capital small and medium-sized enterprises
through the provision of benefits to founders of venture funding in the
taxation of the part of funds which is directed to the development of
innovative activities in the region (in developed countries money
invested in scientifically-innovative sphere are tax-free) [12].

Therefore, according to scientists systemic compensatory
measures by the state is extremely important for innovative
entrepreneurship, especially small and medium. These could be tax
benefits, the possibility of obtaining interest-free loans or the loan on
favorable terms, state orders and a funding of programs of the
scientific institutions to develop an innovative product or technology.
Thanks to advisory and encouragement scientific programs aimed at
development of business, innovative products and technologies
should be cost-effective for small and medium-sized enterprises and
competitive in the market, as is done in the countries of the
European Union.
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NpaBoBa oxopoHa iHHOBaLiNHOro PpO3BUTKY Manoro
Ta cepefHboOro b6isHecy

Po3rnsaHyTO akTyanbHi MUWTaHHS BOOCKOHANEHHst npaBOBOl
OXOPOHW iHHOBALIHOrO PO3BMTKY Marnoro Ta cepeaHboro GisHecy B
YkpaiHi. [ocnigXeHo BiTYM3HAHY Ta MDKHApOOHY 3akoHOoAaB4y
NPaKTUKY NOKpaLLeHHSA YMOB BNPOBaAXeHHs! iHHOBaLNHOT CKragoBol
B OiANbHICTb Manoro Ta cepefaHbOoro nianpuemHuuTea. BusHayeHo
NepcnekTUBHI  HanpsaMu OepXaBHOI MNOMNITUKU LWOAO MNOCUMEHHS
iHTENEeKTyanbHOro Ta iHHOBALMHOIO MoTeHuiany cy6’ekTiB mManoro
Ta cepeaHboro bisHecy.
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