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Problem. In this abstract, the obstacles related to the opportunities for
small and medium enterprises (SMESs) to grow into national and interna-
tional champions are addressed. In some industries entry barriers for SMEs
are created artificially by the state or existing competitors. The only way
they can get a substantial market share is through innovation and the crea-
tion of new products. Innovation implies more investment and better qual-
ity for the consumers, having a positive impact on both the economy and
wellbeing of the population.

The objective of the research is to analyse the ways in which the stale
and other stakeholders can assist SMEs to grow into national and interna-
tional champions based on the experience of German strong family-owned
companies (Mittelstand), focusing on soft incentives rather than direct state
aid, as the latter creates the risks for corruption, distorts level playing field
and competition. Based on a comparative funnel analysis (Chart 1) of the
German and Ukrainian situation on each level of a funnel, we suggest pol-
icy measures to maximise the conversion rate.

Chart 1 SME structure in Germany and Ukraine
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Ministry of Economics and Technology of Germany [3]



Body. From the German experience, one ofthe main factors
to promote entrepreneurship is the creation of clusters. They are platforms
for the cooperation of local players, including universities, business angels,
start-ups and local authorities.

There are 16 innovation parks registered and coordinated by the Min-
istry of Education. However, they themselves are not active due to the
dependence on the universities, not having their own operational and man-
aging personnel (operating as the subsidiaries of the universities), while
local authorities tend tobemore concerned inthe development
of industrial parks — as the latter can attract higher amount of investments
n a shorter period.

Public funding has to be allocated into creation of new innovative
companies and infrastructure for them. This can be initiated by «revitaliz-
ing» the present scientific parks and combining them inthe form
of academic-business clusters. The first steps might be the liberalization
of existing legislation on science parks:

= providing clusters with autonomy in decision-making from universities;

= providing advisory support from the Ministry of Economic Develop-
ment and Ministry of Education and Science to all the stakeholders.

The transfer between an individual entrepreneur and a legal enterprise
is seen as a psychological, financial and organisational barrier for business
to develop and therefore tobecome an exporter. Simplifying such
a transfer should be a further incentive to grow from micro to small and
medium business

To minimise corruption risks while funding support programmes for
SMEs (be it micro grants, institutional or organisational support), the fol-
lowing measures are suggested:

= to open the database of the beneficiaries of public funds;

= to assure that the funds allocation process isnot influenced
by politicians and public officials (e. g. by creating independent counsels with
high level of integrity and ensuring their rotation mechanisms);

= to provide international peer reviewing for all the innovativeness funds
by foreign peers.

Some policy measures to promote innovativeness among SMEs are:

= Local innovation support centres that would help innovative solutions
to be implemented at the enterprises situated far from industrial centres.

= R&D vouchers or innovation vouchers are non-refundable financial aid
provided to companies for the development and implementation of product
or process mnovations. The model of such vouchers programme are climate
mnovation vouchers programme jointly implemented by EBRD, Ukrainian



NGO Greencubator and EU Neighbourhood Investment Facility. [4]

Policymakers and public should be aware that the above-mentioned
measures would have long-term effect.

Even though the membership in German Chamber of Industry and
Commerce is compulsory for the local business, we do not consider replicating
the same policy measure to Ukraine’s Chamber of Commerce and Industry.
Self-governed business organisations where the quantity of SMEs prevails can
effectively represent SME sector. Some of the possible areas for cooperation
of such associations with the government and local authorities include:

= Joint apprenticeship schemes for students of technical universities and
professional schools with Ministry of education and science

= Joint educational programmes for students willing to master a technical
profession (using the German experience of a cooperative university (Duale
Hochschule)).

= Peer-to-peer lending. Around 37,6% of Ukramian enterprises plan
to receive loans.|5] Considering German experience of enterprises issuing small
bonds [6], the associations can consider applying the same model for their new
members.

Export insurance coverage can be provided by state-owned export-
credit agency, private entitics (as Euler Hermes in Germany) or combined.
Such policy measures should consider a possibly high burden on public
funds and corruption risks.

Conclusions. Creating an ecosystem for business development should
be considered as an integrated and comprehensive policy. The following
features should apply for any SME support policy measure in Ukraine:

= Non-financial support mechanism should be a priority to minimize cor-
ruption risks;

=  Supporting bottom-up initiatives to facilitate an effective policy dia-
logue;

* [mproving organizational integration in a cluster creation programmes;

= Predictability of policies and focusing on achieving long-term outcomes
rather than quick wins.
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HauioHanbHuiA yHIBEPCUTET
«KneBo-MorwisHCbKa akaaeMisn,

K.C.H., IOLICHT Kad)eapu eKOHOMIYHOI Teopii

KPUIITOBAJIKOTA SIK PUBUKOBA ®IHAHCOBO-
IH®OPMAIIIMHA TEXHOJIOT'TA

BypxnuBuii po3BHTOK SICKTPOHHUX TPOLLEH Ta TEXHONOTIH OMIOKYEHH
Ha meki 2000-x ta 2010-x pp. CTaB NPUYMHOK TMOSABU TAKOTO SBHLIA
MUKHAPOAHOTO  (DIHAHCOBO-CKOHOMIYHOTO  SKUTTA  SIK KPUITTOBAITIOTA.
B 2018 p. napaxosysamock Omuspko 1600 pizHosuais kpurrmrosamoTy. [Ipu
LbOMY BeChb OOCAr KamiTamizamii puHKY mpunaxas Ha Tor-100 «anenis
ciMeticTBa», a Ha Tor-10 — 6useko 80 % [1].

Omxe, Ha CBOTOMHIIIHIN AcHb (PICYPYIOTH TaKi BaplaHTH JiCrami3arii
Ta BU3HAHHS KPUITTOBATFOTH:

= MaMHOM 4M MaHHOBHMU NpaBaMH,

* 1upoBuM (QIHAHCOBUM aKTHBOM 4Y¥ L(PPOBUMH MPaBaMu (HOBHE
BUJ MalHa Y1 MaMHOBUX IIPAB, BIATIOBIIHO);

"  [UIATKHUM 3aC000M (rpommma).

= Jlas Toro, mo6 3’5ACyBaTH NMEPCIICKTHBY PO3BUTKY KPHITTOBAIIOTH
Ta YCBIIOMUTH BCI MOXIMBI PH3UKA BXOAlI 1l BHUKOPHUCTAHHS CHiJ
37SICYBaTH MPUPOAY LBOIO HOBOro sievma. Ha choroasi, cepes OCHOBHHMX
@YHKYITi KPUNITOBATIOTH BAPTO BUILTUTH:

* ¢yHkuiAz OOCIYrOBYBAaHHS IUIATCKIB Ta PO3PAXyHKIB (IPOIIOBA
(yrxrus);

*  ¢yHkuisA (PIHAHCOBOTO IHCTPYMEHTY TPH OOCITYrOBYBaHHI CIEKy-
JATHBHUX CTPATCrii, IO OPIEHTOBAHA HA IHBCCTYBAHHSA B KPUITTOBATIOTY
B PO3PAXyHKY Ha OTPUMAaHHs IIPUOYTKY BIJ ii KyYpPCOBOTO 3POCTAHHS.

Buxoasau 3 BMIIECKA3aHOTO MOMKHA 3aHAYMTH, ILO KPHITTOBAKOTA
€ IeI0 MapagoKCATBHUM SIBHINEM, a/ike 0OMaBl (DyHKINI HE BIAMOBIAAIOTH
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