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THE APLLICATION OF THE SYSTEM APPROACH
TO THE CONSIDERATION OF THE NATURE AND CLASSIFICATION
OF THE ECONOMIC CONTROL OBJECT

The paper investigates current approaches to building a classification of economic control. It is proved
that the object of control should be considered as a complex real phenomenon. Using a systematic approach
to the consideration of the nature and further classification of control, namely the allocation of institutional
and legal characteristics and attributes which details the elements of economic systems as complex control,

allowed to improve the list of the control principles and outline prospects for further research.

Keywords: economic control, system approach for economic control classification, the organizational
and legislative features of economic systems, micro and macro level of economic control.
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COST MANAGEMENT OF SMALL-SCALE COMPANIES

In the article the role of the Financial Management in the support of the steady development of the small
business has been described. The differences between the small business companies and the big business
structures has been shown. The author analyzed the management peculiarities of the small companies by

the cost-benefits criteria.

Keywords: cost management, managing small companies, big and small companies, value criteria, in-

vestment companies.

Introduction

Due to the development of market relations in
Ukraine, the importance of small-scale companies,
which are very mobile and do not require solid pri-
mary investments, has been constantly increasing. In
economically developed countries, small companies
form over 50 % of grow domestic product, so their
role in Ukrainian economy will continue to grow.

Currently, small companies have poor manage-
ment quality. Business management according to
cost criterion, which is commonly used by big com-
panies, is not used by small companies. The purpose
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of'this work is to reveal the reasons of such situation
and to find out if business management according to
cost criterion is worth implementing within the
small companies.

Literature review

Among foreign specialists that studied this prob-
lem are R. Breyli and S. Myers, A. Damodaran,
E. Brigham and L. Gapenski, T. Coupland, F. Modi-
gliani, M. Miller. Domestic researchers are Stupi-
chevoy Y. G., Smorochinskiy K. A., Kundius V. A.,
Mendrul O. G. and others.
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Despite serious scientific Ukrainian and foreign
background, there are two substantial problems: not
enough attention given to questions concerning the
evaluation of small companies and possible meth-
ods to resolve them.

Differences between small and big companies
and the influence these differences make on evalua-
tion and value management of a company require
deeper study, formation of new approaches and
ways for improvement.

Differences between small and big companies

There are a lot of differences between big and
small companies. No matter whether they make
products or offer services, are engaged in wholesale
or retail trade. Differences between such companies
means that they have to be analyzed differently.

In Ukraine the formal features of small business
enterprises are outlined in Presidential Decree «On
the Simplified System of Taxation, Assessment and
Accounting of Small Companies». According to the
decree, small companies are obliged to meet the fol-
lowing quantitative requirements: average number
of workers should not exceed 50 men; sales pro-
ceeds should be less than €500,000. According to
the International Organization of Economic Coop-
eration and Development, companies should be
considered small, if there are up to 99 employees,
very small—up to 19.

Of course, there are many others quantitative at-
tributes of classification of small companies and
each company can group them according to its own
criteria. Take commercial banks, for example. Each
bank has a department, which works with small
companies, however, in each bank there’s different
approach to differentiation companies into small,
middle and big.

In general, domestic scientists do not pay much
attention to the question of differences between
small companies and large enterprises, while their
foreign colleagues explore this problem with much
greater enthusiasm. They consider qualitative dif-
ferences between large companies and small firms
to be of primary importance.

The main qualitative feature of a small company
is that such company is usually the instrument of
self-employment and therefore the relations of hired
labour are very hard to differentiate from
the relations of the company’s ownership. This can
be clearly seen on the example of a professional
practice. If a professional practice is not big (small
law firm), its employees are, at the same time, its
joint owners. If it’s a large law company, its em-
ployees and its owners are usually different people.
This qualitative difference between big and small
companies shows that there are many other distinc-
tions. For example, its very hard to differentiate be-
tween income from salary and property income [1].

Another important difference between large and
small companies is that the first ones have institu-
tional attributes. Corporations practically always
operate as subjects of economic activity indepen-
dent of proprietors (in the context of accounting,
taxation and perspectives of activity), while small
companies to a great extent depend on proprietors.
Besides corporations most frequently have a set of
features of formal organizations all (the rules of
conduct and conducting business are clearly regu-
lated, co-operation between the employees and pro-
prietors are sharply defined), while the companies
of small business often operate as informal organi-
zations [6].

Small companies differ, according to the sphere
of their activity, their sizes, territorial location, etc.
However, in this part, we’ll analyze them (at the
present time, our purpose is to reveal differences be-
tween small and large companies and to determine,
how these differences influence the evaluation of
small business enterprises) we group small compa-
nies into one category, while large companies, — re-
gardless of the sphere of their activity, territorial
location etc., — into another.

It should be noted, that there are no clear qualita-
tive or quantitative criteria which would allow to
make a clear-cut distinction between large and small
companies. Such classification can be done only us-
ing the combination of many factors.

In practice analysts often use the set of approach-
es, methods, and procedures for the estimation of
the value of small companies, as well as for the esti-
mation of large corporations. They usually ignore
numerous differences between large and small com-
panies. However, such differences exist and are sub-
stantial enough, so analysts should take them into
consideration when they choose evaluation meth-
ods, use evaluation procedures, find and select in-
formation for a comparative analysis and determi-
nation of a final cost.

Differences between large and small companies
can be classified in many ways. It would be reason-
able to arrange them into two groups: internal (orga-
nizational and operational differences) and external
(differences based on terms of activity). Besides,
substantial differences between big and small com-
panies emerge during the realization of purchase-
sale agreements [5].

Thus, we can name the followings groups of dif-
ferences:

— operational and organizational differences, that
is, differences in the ways the business is orga-
nized (organizational form, system of taxation),
differences of operation accounting and business
financing;

— transaction differences, which take place during
the conduction of M&A agreements;

— differences in an information environment,
which include differences both in the amount
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and in the quality of data, used for market dy-

namics analysis, and differences in methodology

of work with such data.

It is significant that there are no formal rules for
business evaluation, according to which the differ-
ences between large and small companies are taken
into account. Obviously, neither big companies nor
small companies are similar, so when evaluating each
object, we need to consider its individual features.

Managing small companies according
to value criterion

To manage a company according to the value
criteria is not widespread in Ukraine; however, dur-
ing the last five years the popularity of this approach
increased. It is mostly used in big companies, where
it proves to be very effective. In small companies
the value criteria is rarely used; it is explained by
the following factors:

1) difficulties with corporate valuation;

2) directions of management decisions are limited.
The management of small companies rarely

makes corporate valuation or other efficiency index-
es when making administrative decisions [2]. It’s
because of many factors. First, managers of small
companies do not usually have the proper profes-
sional education, and that is why do not have neces-
sary skills to make such calculations. Second, such
calculations are inexpedient because of the high lev-
el of resource consumption, which is not compen-
sated by the returns of the decision made. Third, such
calculations, may provoke problems, typical only for
small companies and to deal with them, one would
need to attract additional resources.

The reasons why problems arise when one makes
corporate valuation of small companies are:

— cash flows of small companies are hardly pre-
dictable for the unexpected activity of such com-
panies, as well as for the lack of middle and
long-term development strategies;

— it’s hard to estimate the discount rate of cash
flows because of the limited access to the loan
capital market, and the absence of data on the
level of market risk.

But even if company’s management makes deci-
sions on the base of the value criteria, their adminis-
trative decisions are significantly limited. It’s mostly
because small companies lack funding sources.

Unlike big enterprises, small companies do not
have possibilities to attract money in stock market
and cannot issue debt securities. Restricted access to
the stock market may be partly explained by the
poorly developed domestic market (there are not
many companies on listing (data sheet), trading vol-
umes are small). Besides, foreign investors are not
interested in the small companies on the developed
stock exchange due to the low liquidity of their ac-
tions. Concerning the emission of debt securities,

small companies are also limited: in general, they
want to attract up to 10 million hrn., but the liquid-
ity of such amounts is low and thus is not interesting
for market participants. Furthermore, the overhead
expenses (to receive credit rating, to conduct audit,
and to pay an underwriter) make the emission of
small volume economically unprofitable in compar-
ison with a bank credit.

To take a loan from a bank is much more diffi-
cult for a small company, than for a big one. It’s
because of the following factors:

— usually, small companies have short life history
and thus do not have time to show itself in the
market, and commercial banks do not usually
want to grant a loan;

— small companies do not have sufficient security
for a debt. Small companies usually work in the
sphere of services and have small capital assets
which are not enough for a mortgage;

— owner of a small company does not have enough
financial resources to finance his share in a proj-
ect (usually commercial banks demand to cover
at least 30 % of general costs).

Besides, small enterprises are often limited in
making operational decisions: because of their size
not all suppliers and consumers are ready to co-oper-
ate with such companies (due to the small order and
delivery quantities). Consequently such companies
do not frequently take decisions on price policy.

Conclusions

In spite of the described complications, manag-
ing small companies according to value criteria be-
comes more popular among managing owners.
Managers of small enterprises are interested to in-
crease the value of the company, while within a big
company; this question provokes a conflict of inter-
ests between owners and hired management. For
small companies, the management based on the val-
ue criteria always means the choice of administra-
tive decisions not from all possible decisions, but
from the ones, which are available (strategy «the
best of availabley).

On the whole, the differences between big and
small companies are intuitively obvious. However,
for their deeper understanding, especially how these
differences affect the process of company evaluation
and making administrative decisions, wide experi-
ence is required. When analyzing small companies,
different problems emerge. To resolve them, one
needs special knowledge and skills. So it’s wrong,
when investment companies let their inexperienced
workers to analyze small companies. Poor quality of
the informative field, lack of statistical data, impos-
sibility to use traditional methods, inability to verify
data when evaluating small companies, require from
an analyst more knowledge and skills than he needs
for evaluation of big companies.



10

HAVYKOBI 3AIIMCKH. Tom 94. ExoHoMiuHi HayKu

1. Bpirxem €. OcHoBH (iHaHCOBOTO MeHeMKMEHTY / €. Bpirxem :
[ITep. 3 annn.]. — K. : Monoas, 1997. — 1000 c.

2. Bau Xopu /Ix., Baxouu-mi. K., o M. OcHoBsl ¢unanco-
Boro MeHepxkMenTa / Jlx. Ban Xoph, K. Baxosuu-mi., M. Jlxon
: [Mep. ¢ ann.]. — 11-e usnanue. — M. : Mznarensckuit jom
«Bumssmey, 2003. — 992 c.

3. Bapnamniii 3. C. Mane nianpueMHULTBO: OCHOBH TEOpil 1 mpak-
tuku / 3. C. Bapnaniii. — 3-te Bun., crep. — K. : T-Bo «3HaHH"Y,
KOO, 2005. - 302 c.

O. Baszinincoka

4. Toopymko T. A., Tumuenko O. I. Manwuii GizHec : HaBuansHuit
noci6uuk / T. A. T'oBopymko, O. I. Tumuenko. — K. : Ilentp
HaBuaIbHOI miteparypu, 2006. — 200 c.

5. Manuii 6i3Hec B YkpaiHi : ekOHOMIKa, (hiHaHCH, OyXTranTepchKuit
obmik / T. I. €pumenxo, JI. T Jlosinceka, O. O. Kanmypos ta
in.; [3a pexn. JI. I. Cnosincskoi]. — K. : HA®I, 2006. — 368 c.

6. PrattS. P, Reilly R. F., Robert P. Schweihs Valuing Small Busi-
nesses and Professional Practices / Shannon P. Pratt, Robert F.
Reilly, Robert P. — McGraw-Hill, 1998.

YIPABJIIHHSA BAPTICTIO HHIAITPUEMCTB MAJIOI'O BIBHECY

Y cmammi suznaueno micye ginancosoeo meHeoicmenmy 6 3a6e3neyeHni Cmiliko2o po3eUmKy Mauo2o
Oisnecy. Busieneno 8iominnocmi Komnauil mano2o biznecy 6io eenuxux disnec-cmpykmyp. Ilposedeno ananiz
ocobaugocmetl ynpasiiHHs KOMRAHIAMU MA020 OI3HeCy 3a KpUumepiem 6apmocmi.

KurouoBi cjioBa: ynpapiiHHS BapTICTIO, YIPABIIHHA MaJIMMU KOMITaHIsIMH, BEJIMKHH 1 Mauil Oi3Hec,

KpHUTEpii BapTOCTI, IHBECTUIIIIHI KOMITaHi1.
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POJIb «JILJIOBOI ETUKW» Y ®OPMYBAHHI
OCOBUCTOCTI CTYAEHTA

Y emammi pozenanymo cmpyxmypy kypcy «dinosa emuxay il oyinky cmyoenmamu 1io2o 61ausy Ha Qop-
MYBAHHS 0OCOOUCOCMI MaA 3ACMOCYSAHNS HAOYMUX HABUYOK Y MAUOYMHIN NPAKMUYHIL OIANbHOCTI.

KurouoBi ciioBa: gucuuiutina «/JlijoBa eTHKa», aHKeTyBaHHS, (OPMYBaHHsS OCOOMCTOCTI CTYJEHTA,

MaiOyTHS IPaKTUYHA MisSIbHICTb.

Beryn

Jist cydacHOTO eTamy pO3BHTKY KpaiHH Xapak-
TepHa TiepedymoBa Maiike BCiX JIAHOK KUTTEisIThb-
HOCTI JIFOJIMHH, 110, Y CBOIO Yepry, 3yMOBITIO€ 3HAYHI
3MIiHHM IJIeH 1 3aBIaHb HaByaHHs. [J100anbpHI mpo-
OneMH JIOACTBAa 3MIHIOIOTH IIKAJNy IIHHOCTEH,
CIIPUYHHSIOTH 3MIHH Y CYCHUIBCTBI, 1 MepeayciM B
OCBiTi. BMOTHBOBaHICT CTyAEHTIB JHIIIEe 1O HAOYT-
T npodeciiiHO-OpiEHTOBaHMX 3HAHb MpPHU3BeENa JI0
TOTO, IO JIFOIUHA MOCTa€ 00’ €KTOM, Ha MOBEIIHKY
SIKOTO MOXHA BIUIMBATH 32 JIOTIOMOTOIO 3arajlbHUX
cTaHaapTiB 1 HopMaruBiB. [IpoTe HEOOXiAHO He 3a-
OyBaTH HaOyTOTO AOCBiy T'yMaHICTHYHOI OCBITH
TOTIEPEIHIX TOKONIHb, 3MICT SIKOi IOJISITaE y Mpo-
meci mi3HaHHS. 3°SICOBAaHO, [0 TIUIGKH ITI3HAHHSI
IUISXOM JIajiory: BUKIIAada 31 CTYJCHTOM, CTyICH-
Ta 31 CTYZICHTOM 1, HAPEIIITi, IUITXOM BHYTPIIIIHHOTO
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JIaNoTy CTyIeHTa i3 cO0OK — € 3alopyKOK BHPI-
IICHHS NIEBHUX MUTaHb y MaiOyTHil npodeciiiniit
JUSUTBHOCTI. Y TiepioJl HaBYaHHS B YHIBEPCHUTETI pe-
3yJBTATOM TaKMX /1iaJIOTiB i IONLIOTIB BiIOyBaeThCs
PO3BHUTOK pi3HOMaHITHUX (opM mucieHHs. CTBo-
PIOIOTHCS CHPUSTIIMBI YMOBH HE TUTBKHU U1 (hopmy-
BaHHS 0a30BHX Ta MPOQECiHHO-OPIEHTOBAHUX 3HAHD
CTYJICHTIB, a W HaJa€ThCs TEBHUH MOMMTOBX 0
CaMOHABYaHHs, CaMOBHUXOBaHHS, CaMOOI[IHKH, ¢
MaKCHUMAaJIbHO PO3KPUBAIOTHCS 1HIMBITyaIbHI Biac-
THUBOCTI, TOTEHIiI{HI MOXKIIMBOCTI KO)KHOTO CTY/IEeH-
Ta y MOIIYKY Ta BHPIIICHHI TOCTABICHUX 3aBIaHb.

IHocTanoBka nmpodeMu
Ta OTPUMAHI pe3yJIbTaTH

Hapuaneauii Kypc «/linoBa eTuka» BUKIaIal0Th
Ha OakaJaBpChKid Tporpami JUisl CTYICHTIB CIie-



