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MAJITUA TA CEPE[HIN BI3BHEC Y KPAIHAX €C:
TEHOEHLLT PO3BUTKY TA MPOBJIEMU YMPABNIHHA

AHomadujisi. Y pesynbmami 0ocnidxeHHs1 8UdirleHo ma rpoaHarni3oeaHo 20/108HIi Cy4acHi meHAeH-
uii y possumky MCI maki, SiK: nocuneHHs ix poni y eeHepysaHHi 000aHoi eapmocmi ma 3alHsamocmi;
MOWUPEHHS MPaKMUYHO y 8CiX CeKkmopax eKOHOMIKU; OOMIiHy8aHHS y ccbepi saupobHuUYymea, mopeisrii,
bi3Hec-nocrye; yceidomneHHs1 HeobxiOHOCcmi iHmepHauioHanizauii cocriodapceKoi dissnbHOCMi ma rno-
CUJIeHHST iHHO8aujtiHocmi; 30iliCHEHHST 8CE0XOrIIYO0I ¢hiHaHCO80iI ma iHGopmauitiHOI nidmpumMKu
MCIT, sk Ha HauioHarIbHOMY pi8Hi, maK i Ha pigHi €epornelicbko2o Coto3y 8 Yiromy.

Knro4voei crioea: manuti ma cepedHil bisHec, €sponeticbkuli Coro3, ynpaeniHHs MCII, ¢iHaHcosa
nidmpumka MCIT, meHdeHuii pozsumky MCIT.
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MATbIA U CPEOHUU BU3HEC B CTPAHAX EC:
TEHOEHLUWU PA3BUTUA U NPOBNEMbI YIIPABINEHUA

AHHOmMauyus. B pesynbmame uccnedogaHusi 8bi0esieHbl U rpoaHanu3uposaHbl eriasHbie cospe-
MeHHble meHOeHyuu 8 passumuu MCI makue, kak: ycuneHue ux ponu 8 eeHepuposaHuu 0obasneH-
HOU cmoumocmu U 3aHsimocmu; pacrpocmpaHeHUe rnpakmu4YecKu 80 8CEX CEKmMopax 3KOHOMUKU;
domuHuUposaHuUe 8 cghepe npouzsodcmea, mopaoesnu, busHec-ycrye;, 0Co3HaHue Heobxodumocmu
UHMepHayuoHanu3ayuu xo3slcmeeHHolU OesimesibHoCmu U YCUMEeHUSI UHHOBAUUOHHOCMU; OCy-
wecmerneHue KomrseKkcHol ¢uHaHcosol U uHghopmauyuoHHol noddepxxku MCII, kak Ha HayuoHaslb-
HOM yposHe, makK u Ha yposHe Eeponelickozo Coro3a 8 uerom.

Knroyeenle crnoea: manbili u cpedHull busHec, Esponetickuli Coros, ynpasneHuss MCI1, ¢ouHaHco-
gasi noddepxxka MCI1, meHdeHyuu passumusi MCI].
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SMALL AND MEDIUM BUSINESS IN THE MEMBER STATES OF THE EUROPEAN UNION:
TENDENCIES OF DEVELOPMENT AND PROBLEMS OF MANAGEMENT

Abstract. The main current trends in SME development are identified and analyzed based on the
investigation, such as: strengthening of their role in generation of added value and employment; their
advancing in almost all economic sectors; their dominance in manufacturing, trade, business services;
realization of the need for internationalization of economic activity and innovation reinforcement; im-
plementation of a comprehensive financial and information support of SMEs both at the national level
and at the level of the European Union as a whole.

Keywords: small and medium enterprises, the European Union, management of SMEs, financial
support for SMEs, SME trends of development

Introduction. Since the early 90th of the last century the EU has carried out a large-scale and tar-
geted support of SMEs. Increased attention to these sectors is stipulated by the awareness of its im-
portance for economic development, prosperity and stability both in the EU and in some of its regions.

The dynamic economic environment, which accelerates the processes of globalization, technologi-
cal and structural transformation, requires the same dynamic economic entity that is subject to innova-
tion transformation, mobility and isomorphic embodiment in the business environment. Small and me-
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dium-sized companies are exactly the economic entities that are presented almost in each sphere of
economic activity.

The growing interest in research of SME sector resulted in emergence of a number of publications
devoted to the analysis of the characteristics of their operation, management and worldwide support.
The studies conducted by L. Vorotina, Z. Varnaliy, |. Bagrov, |. Bochan, V. Budkin, V. Vlasyuk, A. Hal-
chynskiy, V. Liashenko dwell on the analysis of the vast majority of domestic small businesses and the
ways and mechanisms of adaptation of international experience to the specific national conditions.

Despite the numerous publications on SMEs and in view of the prospects of European integration
of Ukraine, the analysis of trends and prospects of the SME sector in European countries is of a par-
ticular relevance.

Setting objectives. The purpose of the article is to identify and analyze key trends, factors of
small and medium enterprises (SME) development and management in the EU in order to work out
mechanisms for optimal SMEs adaptation in the European Economic Area. The static and dynamic
methods of analysis of statistical data, qualitative and quantitative comparison, grouping and summa-
rizing methods have been used in the process of the study.

Research results and implications. A research of SMEs activities always begins with clarifying
criteria for their identification, as they have a very significant national differentiation. It should be noted
that in the world practice there are three basic approaches to this issue. Traditionally the researchers
distinguish quantitative, qualitative and combined criteria of SMEs. Among the most common quantita-
tive criteria are: the number of employees in an organization, annual gross revenue from sales and
services, cost of funds of an organization, the annual amount of profit, amount of statutory fund, the
cost of energy used, the number of vehicles, the area of industrial premises and so on.

The most important qualitative criteria of small companies are: a combination of capital as a func-
tion and capital as a property, owner's direct participation in the production process, simplified com-
munications and information sharing, a higher propensity to innovations, low market share, the high
vulnerability due to the market conditions.

Combined methods are a combination of quantitative and qualitative criteria. In practice, quantita-
tive criteria are mainly utilized, while usually both quantitative and qualitative criteria are simultaneous-
ly combined multiple. In the EU SMEs are defined by number of employees, annual income from sales
of products or services and the balance sheet (Table 1). It should be noted that the last two criteria are
interchangeable, meaning that the company can independently choose one of them.

Table 1
Criteria for defining SMEs in the EU
Company category  Employees Annual Turnover Balance Sheet Total
Micro <10 <€2m <€2m
Small <50 <€10m <€10m
Medium <250 < €50 m <€43m
Source: [1]

Fundamentals of the European policy on SMEs were laid due to a step-by-step development of leg-
islation directed to create favorable conditions for the business development:

¢ “White Paper" (1993) sets out the EU strategy to support small business in Europe;

Fundamentals of the European policy on SMEs were laid due to a step-by-step development of leg-
islation directed to create favorable conditions for the business development:

¢ “White Paper" (1993) sets out the EU strategy to support small business in Europe;

¢ The European Charter for Small Enterprises (2000) defined the principles and directions of sup-
port small business, and underscored the need for its development;

e Small Business Act for Europe (SBA) (2008).

Under the current legislation that regulates small businesses in the EU, there are ten basic princi-
ples of state support of this type of business:

¢ Entrepreneurship: Creating an environment in which entrepreneurs and family businesses can
thrive and entrepreneurship is rewarded.
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e Second Chance: Ensuring that honest entrepreneurs who have experienced bankruptcy are
promptly given a second opportunity to succeed.

e Think Small First: Designing rules modeled on the “Think Small First” principle.

¢ Responsive Administration: Making public administrations responsive to the needs of SMEs.

¢ State Aid and Public Procurement: Adapting public policy tools to suit SME needs - facilitating
SMEs’ participation in public procurement and ensuring better access to State Aid for SMEs.

¢ Access to Finance: Facilitating SMEs’ access to finance and developing a legal and business en-
vironment conducive to the specific requirements of SMEs, including timely payments in commercial
transactions.

¢ Single Market: Helping SMEs to benefit more from the opportunities offered by the Single Market.

e Skills and Innovation: Promoting the enhancement of skills in the SME workforce and all forms of
innovation.

¢ Environment: Enabling SMEs to transform environmental challenges into economic opportunities
while acting sustainably.

o Internationalization: Encouraging SMEs to benefit from the growth of global markets and support-
ing them in this pursuit [2].

The European Commission notes that since the beginning of the 2000s conditions for small and
medium businesses in the EU have improved. A number of legal and market barriers have been re-
moved; access to finance and international scientific and technical cooperation has been made sim-
pler. However, not all of the issues have been perfectly solved all problems.

SMEs sector is extremely sensitive to market fluctuations, and therefore the financial crisis of 2008-
2009 affected it immensely and still the negative aftereffects are being observed in the indices of SMEs
economic activity in the EU. Only eight EU countries have managed to recover the indices of SMEs activity
to the pre-crises level. Although it should be noted that compared to big business small companies sur-
vived the crisis more resiliently and cushioned the fall of the economy especially in terms of employment.

¢ In 2013 there were 21.6 million SMEs in the EU which employ up to 88.8 million of people who
created €3.666 trillion value added, which is 28% of GDP of the European Union. In general 99.8% of
enterprises operating in the EU are SMEs; they provide 66.8% of total employment, and generate
58.1% of value added. The structure and dynamics of the main indicators of SMEs of different sizes in
2009-2013 is presented in tables 2.

Table 2
Dynamics of changes of SMEs economic indices in EU
2009 2010 2011 2012 2013

Number of enterprises

SMEs -1,35% 2,11% 0,64% -0,35% -0,89%

Large -3,46% -1,00% 2,38% -0,17% -0,34%

Total -1,36% 2,11% 0,64% -0,35% -0,89%
Value added

SMEs -9,62% 4,44% 4,20% 1,52% 1,11%

Large -10,12% 9,32% 2,89% 1,62% -0,03%

Total -9,83% 6,46% 3,64% 1,56% 0,63%
Employment

SMEs -0.46% -0,96% 0,16% -0,85% -0,51%

Large -3,57% 0,51% 1,45% -0,08% 0,08%

Total -1,49% -0,48% 0,58% -0,60% -0,32%

Source: [3].

It should be noted that in 2013 SMEs sector at the EU level has recovered to the pre-crisis levels
only by the value added indices, while employment rates in 2013 were lower by 2.6% then the level
recorded in 2008. In the non-financial business sector value added created by SMEs increased by
1.1% in 2013, but employment and number of companies decreased by 0.5% and 0.9% respectively in
2008 [3].
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The countries that managed to recover their indices to the pre-crises level are Austria, Belgium,
Germany, Estonia, Malta, Sweden and Slovakia. In this group of countries value added index exceed-
ed the level of 2008 by 10%. Although the growth of employment number was only in Germany and
Estonia. The number of employees in these countries increased by 10% and 8% respectively.

Sectors of the EU economy where SMEs today are the most common are: wholesale and retail
trade; manufacturing; construction; professional, scientific and technical activities; hotel and restau-
rant activity.

Overall, these five sectors account for nearly 4/5 of all SMEs in the EU (Figure 1).

® Manufacturing

m Construction
34%
Trade
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19% B Business services
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Fig. 1. Total value added by sector, EU28 (2013)
Source: [3].

These sectors generated 71% of value added and 79% of employment in SMEs in the EU. The
way out of the last financial crisis was quite dynamic for companies that operated in business services
and retail trade, while SMEs in construction were seriously affected, in particular, the decline in pro-
duction of value added was 22%, in employment was 10% in 2014 compared to 2008 [3].

An important trend of SME contemporary development is to promote is intensification of foreign
trade. The latter generates additional opportunities for sustainable competitiveness through the devel-
opment of cross-border cooperation, greater knowledge sharing, and access to new markets. Howev-
er, despite the overall awareness of the importance of internationalization, specialists in the European
Union state that there are a lot of internal and external barriers that impede this process.

Furthermore, the situation is complicated by the lack of statistical data on the actual volume of ex-
port of goods and services by small companies, their productivity and actual problems and issues they
face still remain uninvestigated.

In 2014 the European Commission analyzed the following types of international activities of SMEs as
exports, imports, foreign direct investment, international subcontracting and international technical coop-
eration. It was ascertained that 42% of SMEs in the EU were involved in internationalization. Experts
point out that an important factor in SME growth is domestic demand, however, during the crisis in the
EU it fell by 4%. Studies that were conducted showed that the growth of small businesses at that time
was mainly due to the export activity. About 25% of EU exports is carried out in the SME sector [3].

However, such international activity was mainly aimed at other countries within the internal market,
and only about 13% of EU SMEs were active in the markets outside the EU. Only 10% of the total
turnover of SMEs international activities (42%) were received from consumers of the third countries.
The survey results also showed that the export-oriented SME demonstrate higher volumes of com-
modity turnover and employment compared to SMEs working only in the domestic market. An im-
portant fact is export-oriented SMEs are more innovative: 26% of these enterprises presented the
products or services that were new for their sector in their country, while among other SMEs this figure
was only 8% [3].

European SMEs are more active in the international market than American and Japanese companies
in the sector. The vast majority of European SMEs are engaged in import operations. In 2013 39% of
SMEs were engaged in importing international activities, while exporting activity amounted to 18%.

Despite the existing support of SMEs at both national and EU level, their internationalization is as-
sociated with significant internal and external barriers, including national and international administra-
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tive rules, formal and informal trade barriers, cultural differences, lack of information, skills, sufficient
networks, language barriers and difficulties in access to finance.

With the development of new markets SMEs in the EU also faced the problems with the access to
market information in other countries in order to locate potential customers and find appropriate part-
ners, and such complex problems as compliance with foreign laws, such as the rules of contract law,
customs rules, technical regulations and standards, management of technology transfer and protec-
tion of intellectual or industrial property.

Usually SMEs are less prepared to solve these issues, compared to big companies that have suffi-
cient own financial and human resources. In this regard, experts point out that the bigger a company is
the more intensive its exporting activities are. This tendency is proved by statistics data generated by
the studies conducted in five largest EU member states (table 3).

Table 3
Percentage of exporting firms over total number of firms by size class in 5 largest EU28
countries [3]

Italy France Spain Germany United
(2011) (2013) (2010) (2010) Kingdom

(2011)
0-9 3% 4% 1% 9% 9%
10-49 29% (0-249) 48% 47% 20%
50-249 49% 85% 68% 34%
Large 54% 70% 93% 80% 41%
Total 4% 5% 4% 11% 11%

Source: [3].

In modern conditions, estimation of a certain economic entity potential necessarily involves evaluat-
ing of its innovative potential. In the EU high-tech and science-consuming SMEs make important con-
tributions to the growth potential. In general, the intensity of high technology in manufacturing in EU28
is relatively lower than both in SMEs and large firms. In 2013, only 2% of SMEs were involved in high
technology industries, and in the case of large firms the figure was 7%. High-tech SMEs generated
approximately 6% of the value added, while large high-tech firms make up 13% of the value added.
On average, in the most EU28 Member States high-tech SMEs produce from 1% to 10% of value
added [3]. However, in such countries as Ireland and Malta high-tech small and medium enterprises
play a particularly important role. For example, in Ireland more than 30% of industrial value added
created in the sector of high technology by SMEs; in Malta the figure is 18% [3].

To ensure the sustainable growth of SMEs and their efficiency, the European Commission is trying to
solve the main problems SMEs facing through the development and implementation of innovative solutions
in economic policy. In particular, much attention was focused on improving the access of SMEs to finance.

The following are some ways of financing:

» direct financing through grants for specific projects. Grants typically are established for specific
purposes (environment, research, education, etc.);

« indirect financing through financial intermediaries such as banks, credit institutions and invest-
ment funds. Its purpose is to increase loans to SMEs and to encourage these intermediaries to im-
prove the lending capacity of SMEs.

The development of direct financing for SMEs in the EU for the period 2014-2020 is expected
through the following programs: Horizon 2020; Programme for the competitiveness of enterprises and
small and medium sized enterprises (COSME); Erasmus +; LIFE 2014-2020 [4, 5].

The main principles of financing programs to support SMEs through grants include: co-financing,
i.e support provided in the EU covers the costs of projects submitted by SMEs and other organiza-
tions; grants are awarded competitively through a public announcement, which means that eligible
projects must be submitted by a certain date, to comply with clearly defined themes; participation in
programs is open to a wide range of applicants, including government agencies, enterprises, research
and technological centers etc.
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Indirect financial support of SMEs through financial instruments and financial intermediaries that
provide loans, guarantees, venture capital financing and other forms of equity financing. The decision
on grant credit, guarantees or partial financing is made by local finance institution, which set specific
financing conditions (amount, terms, interest rates, etc.). Among the innovative methods of SMEs fi-
nancial support there is a new one, which fosters a "secondary stock market for SMEs", and involves
efforts to increase the number of financial intermediaries nationwide, reducing administrative burdens
and increasing awareness of entrepreneurs in the existing schemes for small and medium business
financial support. Priority and more favorable conditions for the financial support are provided to en-
trepreneurs working in the field of R & D, innovation, expansion and modernization of production, in-
troduction of solutions aimed at improving energy efficiency, internationalization etc.

A significant trend of European SME policy is total computerization of relations between public au-
thorities and economic entities. These relationships involve the use of e-government, e-procurement
and payments, e-signatures, e-commerce, e-infrastructure for RD & | cooperation and training, as well
as e-business support that meets the principles of "sensitive administration", public procurement, en-
trepreneurship and internationalization of the common market. To increase the innovative potential of
SMEs, which has a direct impact on the export potential and SMEs competitiveness the European
Commission and national governments support the Centers of Innovation as a kind of service of inno-
vation, which combines technological and regulatory components. The state procurement at all levels
is used as additional support for SMEs innovation [6].

Conclusions. Summarizing the above mentioned provisions we can assert that the main current
trends in the development of SMEs are as follows: strengthening their role in generating value added
and employment; spread in almost all economic sectors; dominance in manufacturing (26%), trade
(19%), business services (10%); awareness of the need for internationalization of economic activity
and innovation enhance; implementation of a comprehensive financial and information support of
SMEs both at national level and at the level of the European Union as a whole.
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