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Problem definition. Medium-sized business (MB)
is a basis of social being in world developed economy. It
takes intermediate position between large corporate
business, which is controlled by the state because of its
strategic influence, and small business, which usually
has service function. Generally the substantial part of
labor pool works in a medium business and as a
consequence they define social prosperity of society.

For example in Europe, the share of medium-sized
enterprises is about 1,1 % (number of employees — 51-250
persons). 17% of labor force total is engaged in this sector,
and 17,8% of value added is made here. At that, private
enterprises of medium size play key role in secondary industry.

As for Ukraine, the role of SMEs is defined
ambiguously. There are different points of view on this
issue; sometimes these views are even polar.

Generally, before 1980 in national science there were
only few studies on medium business, as well as business
in general. The first reason for that is ideological aspects:
entrepreneurship as well as capitalist society was
considered as a historically fated.

Deep changes in the ideology that were observed in
the early 1990 (more properly the denial of any ideology
at all) have cardinally changed the question of necessity
of business scientific research as a whole and medium-
sized business in particular.

The objective of the article is to learn specifics
of national medium-sized business, to find out main
tendencies of development and problems that prevent the
development.

The analysis of the latest scientific research
publications.

The problems of small and medium-sized business
has been studied by national researchers — Amosha A.,
Adamov B., Liashenko V., Golovacha E., Akimova I.,
Zaitsev Y., Macogon Y., Savchuk V., and also foreign

researchers — Avramova O., Ovcharova L., Cvetova 1.,
Hisrich D. R., Gavin B., Sutton K. and others.

Medium-sized business often falls out of context. In
other words, even when the object of research is small and
medium-sized business, more attention is paid to the
problems of a small one. But private medium business creates
so called “backbone” of the developed economies. It has
some advantages compared with small or large business.

In comparison with small business, medium-sized
business has the advantages as follows: market fluctuation
tolerance, potentially more effective because it can use scale
effect economies, has better access to external financing,
and has more possibilities for scientific and technological
innovations. In comparison with large business, medium
business is: more flexible to market fluctuations, and more
oriented to satisfying individual needs of buyers. Also
medium-sized business has great significance on the
employment market. Medium-sized enterprises play key
stabilizing role, because during the growth period they do
not have tendencies to hyperemployment, but in the recession
period they are quite reserved in reducing staff.

In this connection the necessity of deeper research
of medium-sized enterprises arises, because of their ability
to become the basic element in forming complete middle
class. Also they are able to provide innovatively-investment
development of Ukrainian economy in the terms of global
competition.

Conceptual issues of research

The Ukrainian scientists and politicians (as well as
representatives of other countries) have three main
characteristics of their approach to SMEs problems.

First of all, marginal estimates of SMEs role in the
economy (either SME sector is considered as the main driver
of economic growth and instrument of solving social
problems or the accent is made only on large industrial giants).

Secondly, there is neglect of medium-sized

Table 1
Statistics of EU enterprises by size (% share of total), 2005 [8, p. 47]
Business category Number of enterprises Value added Number of persons employed
SMEs 99,8 57,7 674
Micro 91,8 21,0 29,7
Small 6,9 18,9 20,7
Medium 1,1 17,8 17,0
Large 0,2 423 32,6
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Comparison of definitions of SMEs (EU) [3, p.35]

Table 2

Enterprise Number of Turnover Turnover Total balance Total balgnpe
category persons employed .( 1.996)’ .(2.003)’ .(1.996)’ (2003), million
million euro million euro million euro euro
Medium <250 <40 <50 <27 <43
Small <50 <7 <10 <5 <10
Micro <10 <7 <2 <5 <2

enterprises, while their role in development of entrepreneur
initiative and solving of urgent economic problems is not
less than the role of small and microenterprises.

Thirdly, as a consequence, state policy concerning
SME is oriented on decreasing barriers for market entry
(and also creation of privileged conditions for small
enterprises) and pays no attention to growth barriers.

As a first step, we should define the criteria of
business classifications to highlight the medium sector
and estimate its value in the economy of Ukraine. Usually,
researchers use such figures as number of employees
and annual turnover of the enterprise. Also we should
mention that there are no unique international criteria or
standards of business classification, although some
efforts are making to work out these criteria.

Thus, in 2003 the European Commission has
decided to work out recommendations for standardization
of approaches to defining and classifying business.
Recommendations represent an official normative
document, and its action extends to all of EU members.
So, EU can be an example of standardization and make it
easier for enterprises to carry on business, as it also
facilitates conducting research in this sphere.

Contrastive analysis of business classification in
European Union is given in table 2.

As we can see from the table 2, in EU firms where
number of employees is 50 persons are identified as the
category of small business, and medium business with
the staff of 250 persons.

In the USA, to enterprises of small business attribute
firms with the staff of 100 employees, to medium business
— with 500 persons.

Parameters of business classification in Turkish
economy are similar to European. Criteria of turnover
and number of employees are practically identical.

According to the law of the Russian Federation
“About development of small and medium
entrepreneurship in Russian Federation” average number
of employees should not be more than:

— 101 to 250 persons for medium-sized enterprises;

— 100 persons for small firms;

— micro business — 15 persons.

Annual turnover or balance sheet assets should not
surpass:

— micro firms — €1,4 million;

— small firms — €9,2 million,;

— medium-sized enterprises — €23,2 million [1].

Concerning Ukraine, we can say that only in 2008

after changes have been made in Commercial Procedure
Code of Ukraine and in the law of Ukraine “About state
support of small entrepreneurship” we’ve got more or
less well-defined classification of business. The
definitions are given bellow.

“Enterprises can be classified as small, medium or
large firms depending on the number of employees and
annual turnover.

Small enterprises (irrespective of the form of
ownership) are those with the number of employees
during the business period being less than 50 persons,
and the value of total income during this period being
less than 70 million UAH (about € 6,4 million).”

To large enterprises attribute firms if the number of
employees is more or equal to 250 persons, and annual
turnover is more than 100 million UAH (about € 91,2 million).

All others are medium-sized firms” [2].

As we see, even in the Commercial Procedure Code
the medium business got such a vague definition as “all
other firms”.

Quantitative and qualitative parameters of
development of enterprises of this sector were evolved
after legislative changes that had been mentioned above
(table 3, figure 1, 2, table 4, 5, 6).

So, the share of medium-sized enterprises decreased,
and in 2008 it was to 6,8% from total number of firms
(figure 2). Actually to the medium business are attributed
firms with annual turnover from 70 to 100 million UAH.
The reduction of diapason explains decreasing of this
parameter and in the context of analysis of medium business
development it shows the negative tendencies. But in point
of fact these are only changes in the methodology, and
there is no ground for negative forecast.

The criteria of the number of employees remained
stayed the same. In 2008 there were 35,3% of total
number of employed worked in the enterprises of
medium-sized business (table 4).

In total in the medium-sized enterprises there worked
35% of the number of employees in 2008 (table 5). The
majority of employed work in agriculture is 70,1%,
industry is 30,4%, construction is 41,6%.

The productivity of SMEs is lower than on large
firms and equal to 60% of the level of the latter ones.
Also within the SMEs sector the least productive are
medium-sized firms: the productivity here is equal to 89%
from the same parameter of small firms and 76% ? in the
micro enterprises. This fact deserves special attention
because it contradicts to theoretical expectations.
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Table 3
Number of enterprises per 10 thousand of population, units [7, p. 244]
Years Medium enterprises Small enterprises
2006 5 72
2007 5 76
2008 5 72
One of the potential reasons for this is specific _ Medivm-sized
process of formation of modern Ukrainian medium-sized Large eg‘_?l““ses e‘“egg‘“s

business, and as a consequence its specifics from the point
of view of ownership. As distinct from Western countries,
where medium business has grown from successful small
private companies, in Ukraine the medium business sector
was formed on the basis of privatization process of middle
and large sized state enterprises. Modern medium
enterprises were created from privatized large companies
that during the process of restructuring made an important
staff reduction and have passed to the category of middle
business, or from the subdivisions of large vertically-
integrated companies, which diminished before or in the
process of privatization. This means that Ukrainian
enterprises instead of being a successful example of
increasing entrepreneurial effort imitatively represent sector,
which have inherited the problems of old large state
companies and need essential restructuring [4].

Specific process of Ukrainian middle sector formation
also determined particular qualities of ownership structure.
In Western European countries medium firms that have
grown up from small companies usually belong to small group
of owners (often members of one or two families), that take
active part in management. This minimizes the risks of
corporative management conflicts. In Ukraine middle sector
is represented by joint-stock companies (namely open) with
vague structure of ownership, this causes problems of
corporative management and reflects operation effectiveness.

Considering the importance of creating effective
high-productive medium-sized business sector for the
Ukrainian economy development we should identify the
main factors that influence this process.

The main source of development of effective and
viable medium business is a small private business that
moves to another size category. Thus, all the factors that
influence the on creation of new enterprises, the survival
capacity in the market and growth, also play key role in
the forming of medium-sized business.

Such factors are generally institutional,
administrative-regulatory, financial, segment and regional
and individual ones [4].

Generally-institutional factors. In a general sense they
characterize the development level of market institutions
that is necessary for functioning of economic entities
(including small firms). In a narrow sense, these factors
are — the systems of protection of private ownership rights
and commercial contracts, providing fair competition.

Administrative-regulatory factors. By implication
they belong to the institutional ones but are always
considered separately and represent interrelationship
between private business state machine in the sphere of

Small anterprises
92,7
Fig. 1. Share of large, medium and small enterprises
before legislative changes in 2008
(% from total number of firms)

Medium-sized
enterprises
14,71

Large
enterprises

Small
anterprises
85,09

Fig. 2. Share of large, medium and small enterprises
after legislative changes in 2008
(% from total number of firms) [7, p. 241]

registration, licensing and other “permissive” procedures
and also tax system.

Financial factors characterize specifics of internal
and external sources of financing for business
development.

Segment and regional factors reflect specifics of
region or district, in which the firms work, from the
point of view of technical, natural and other (non-
institutional) aspects.

Individual factors characterize personal specifics
of the entrepreneur.

Conclusions and perspectives for the future
research in this area.

As result of research of specific development of
Ukrainian SMEs we can name some particular qualities
of such enterprises:
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Number of hired workers in the enterprises [7, p. 252]

Table 4

Large enterprises Medium-sized enterprises Small enterprises
thousands of in % to total thousands of in % to total thousands of | in % to total
persons number of persons number of persons number of

employees employees employees
2006 3189,9 34,7 38487 41,8 2158.5 23.5
2007 3440,1 37,9 3480,8 384 21543 23,7
2008 35942 40,4 3136,5 353 2156.8 243
Table 5
Number of employees in the enterprises [7, p. 247]

Large enterprises Medium-sized enterprises Small enterprises
thousands of | in %to total thousands of in % to total thousands of | in %to total
persons number of persons number of persons number of

employees employees employees
2006 3189,9 344 3850,3 41,5 22323 24,1
2007 3440,1 37,6 3482,7 38,0 2231,5 24 4
2008 3594,3 40,1 3137,7 35,0 22374 249
Table 6
Number of employees on the sizes of enterprises and on type of economic activity, 2008 [7, p. 239-241]

Large enterprises Medium-sized enterprises Small enterprises
thousands in % to total thousands in % to total | thousands | in % to total
of persons number of of persons number of of number of

employees employees persons employees
Agriculture , hunting, forestry 88,3 88,3 558,0 70,1 149,4 18,8
Industry 2070,8 58,6 10752 304 389,9 11,0
Construction 110,8 16,7 275,4 41,6 276,4 41,7
Trade; auto service, repair of 4133 30,2 377,2 27,5 580,0 42,3
household goods and personal
demand items
Trade in cars and motorcycles, 48,6 32,0 48,3 31,7 55,2 36,3
overhaul and repair
Wholesale and intermediation in 155,7 209 212,3 28,5 376,9 50,6
wholesale
Retail; repair of household goods 209,0 44,1 116,6 24,7 147,9 31,2
and personal demand items
The hotels and restaurants 13,7 9,5 55,9 39,0 74,0 51,5
activity
The activity of transport and 787,2 69,2 220,1 19,3 130,7 11,5
communications
Financial activity 40,1 438 25,7 28,2 25,6 28,0
Real estate operations; lease; 43,7 4,9 373,4 41,6 479.4 53,5
engineering and services for
entrepreneurs
Education 2,8 7,6 18,3 49,5 15,8 42,9
Healthcare and providing of 4,8 5,3 52,8 57,7 339 37,0
social help
Providing municipal and 18,8 9,6 98,2 50,5 77,6 39,9
individual services, activity in
the sphere of culture and sport.

— The main part of SMEs is working in agriculture,
construction, healthcare and social services, municipal

and individual services, in the sphere of culture and sport.

— The majority of medium industrial enterprises

have arisen after privatization and staff reduction in the
large state enterprises.

— As distinct from Western companies, Ukrainian

medium-sized business is represented by open joint-stock
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companies, so the risks of corporative management
conflicts increase.

— Small firms are not an essential source of
development of middle sector, because of motivation
problems and limited possibilities of growth.

— Investment activity of medium-sized enterprises
is rather low, more often insufficient volume of profit is
considered to be as an obstacle for investment.

— Thus an important role of SMEs in economic
development calls for the necessity of attention of scientists,
experts and what is more important government to this
sector. Especially it concerns transformation countries,
where small and medium-sized business was formed in
the process of mass privatization and market mechanism
that determines an economic structure which only starts
functioning. Despite fact that small business has a great
value for development of entrepreneur initiative and
competition, its role should not be exaggerated, as well as
it is not necessary to forget about the importance of
medium business for normal development of economy and
middle class formation. On the level of government policy
it means that policy for entrepreneurship development
should be also focused on tasks for creating conditions
for effective development of medium-sized business.

— More intensive study of medium business is
caused by its advantages in comparison with small and
large enterprises (see above) that under conditions of the
global competitive environment factors make it most
adaptive to them. Under transformation processes which
are occurring in national economy, it is possible allow to
understand more deeply the nature, direction and factors
of changes which occur, and to determine (if need be)
measures of state and internal policy of the enterprises
for more successful adaptation to conditions of the global
competition dominating in modern economic relations.

References

1. 3akon P® “O pazBuTin Maoro u CpeTHETO Mpe/I-
npuHUMarenbeTBa B Poccutickoit @enepanmn’ ot 24 utons
2007 r. Ne 209-903 [Enexrponnuii pecypc]. — Pexum
noctymy : http:www.garant-park.ru. 2. 3akon Ykpainu
“IIpo AepskaBHY MiATPUMKY MAJIOro MiIMPUEMHHIITBA” Bl
18.09.2008 Ne 523-VI [Enextponnuii pecypc]. — Pe-
XUM poctymy : http://zakon.rada.gov.ua/cgi-bin/laws/
main.cgi?nreg=2063-14. 3. Commission
Recommendation 2003/361/EC // Official journal of the
European Union. — 20 of may 2003. — P. 36.
4. Akimona 1. IIpobreMu po3BUTKY MaJIUX 1 CEpeAHIX
HiJNpUEMCTB YKpaiHH: ponb cepelHboro OizHecy /
I. AkimoBa, M. be3sy6oBa // Martepianu [lepmioi
BCEYKpaiHChKOT MIKAMCIHUILTIHAPHOT KOH(epeHmil
“Bap’epu Ta MO>KIINBOCTI PO3BUTKY MAJIOTO Ta CEPEAHBOTO
Oizaecy B Ykpaini”. — K., 2005. — [EnexrpoHHHi
pecypce]. — Pexuwm OOCTYyIy :
http:www.management.org.ua/.../docs/
1108380505 _SME-04-08.doc. 5. Akimona l.
[TpoMuCTIOBI MiANPHEMCTBA CEPEAHBOTO PO3MIpY B YK-
paini/I. AximoBa, O. Ky3sikis // [Ipioputetn Ne 8(14). —
2004. — [Enextponnuii pecypc]. — Pexum moctymy :

http://www.ucipr.kiev.ua/modules.php?op=
modload&name=News&file=article&sid=
3642&mode=thread&order=0&thold=0. 6. IIpo cTan Ta
MEePCIEKTHBY PO3BUTKY MiANPUEMHHUITBA B YKpaiHi: Ha-
uioHanbHa gonoBiak Bamenko K. O., Bapnamniii 3. C., Bo-
portin B. €. — K. : JlepxkommianprueMHunTso, 2008. —
226 c¢. 7. CrarucTuuHuii 30ipHuk “JlisAnbHICTH
HiAIPUEMCTB-CY0 €KTIB MiANPHEMHUIBKOT TIsITBHOCTL” //
JlepxaBHUH KOMITET CTaTHCTUKM YKpaiHu. — 327 c.
8. European business. Facts and figures. 2009 edition.
— Luxembourg : Office for Official Publications of the
European Communities. — 2009. — 574 p.

Tulku Y. 1., Kapturenko N. G. Ukrainian
medium sized business in terms of global competitive
environment: national specifics, tendencies and
main problems of development

The article examines the essence and main
characteristics of Ukrainian medium-sized business. The
authors analyses the role SMEs sector, especially the
middle sector in the economic development. The article
also estimates the condition of medium business, main
tendencies of development and perspectives. The author
summarizes essential factors that influence on medium-
sized business development.

Key words: medium-sized business, economic
development, business classification, productivity.

Tyabky 5. 1., Kantypenko M. I. Ykpaincbkuii
cepeaHiii 0i3Hec B yMOBax rj100aJ5HOT0 KOHKYPEHT-
HOTO OTOYEHHsI: HalioHaJbHi cnenudiyni ocod -
BOCTi, TeHJeHlil i r0JI0BHI NPo6JieMH PO3BUTKY

VY cTaTTi KOCTIHKEHO CYTHICTh Ta OCHOBHI OCO0JIH-
BOCTI YKpaiHCBKOTO cepenHboro OizHecy. [Ipoanasizosa-
HO poitk cekTopy MCB, 0co6amBO cepeTHiX MiANpHEMCTB,
B €KOHOMIYHOMY PO3BUTKY KpaiHu. Takoxx B cTarTi 3a-
MPONOHOBAaHA OLIHKA CTaHY PO3BHTKY CEPEAHBOTO
MANTPUEMHHIITBA, JOCIIKEHO OCHOBHI TCHICHIIIi Ta rep-
CICKTUBH PO3BHUTKY, BU3HAYCHI (PaKTOPH, SIKi BIUTUBAIOTH
Ha PO3BHUTOK IIbOTO CEKTOPY Y BITUM3HSHIN CKOHOMIIT.

Knouoei cnosa: cepenniii 6i3Hec, EKOHOMIYHHHA PO3-
BHTOK, KJIACH(iKallisi 0i3HECY, MPOAYKTHBHICTb.

Tyabky 51. U., Kanrypenxo H. I'. Ykpanncknii cpen-
HHUI OM3HeC B YCJIOBMSIX IT100aJIbHOTO0 KOHKYPEHTHOIO
OKPY:KeHHsI: HAMOHA/ILHbIE cnenuguyeckue ocodeH-
HOCTH, TeHJACHIUH U IVIABHbIE NMPo0/1eMbl Pa3BUTHUA

B crarbe uccnenoBaHbl CyIHOCTh U OCHOBHBIE OCO-
OSHHOCTH YKPaWHCKOrO cpeHero ousHeca. [Ipoanammsupo-
BaHa poib cektopa MCB, BeIemsist mpu 3TOM CpeHui On3-
HEC, B 9KOHOMUUYECKOM Pa3BUTHH CTpaHbl. Takke B CTarbe
JlaHa OIIEHKA COCTOSTHHSI, OCHOBHBIX TEHJICHIIMH U MepCIeK-
THUB Pa3BUTHS CPEAHETO Or3HeCa; onpezeneHbl (JakTopbl, BIH-
SIFOIIIME Ha €70 Pa3BUTHE B OTEUECTBEHHONW SKOHOMHUKE.

Kniouesvie cnosa: cpequuil 6usHec, SKOHOMUYEC-
KO€ pa3BUTHE, Knaccuukanus OusHeca, NPOTyKTHBHOCTb.
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