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In the article the foreign models of small business
lending of the world economy leading countries
are investigated based on systematization of indi-
cators of the role of small business in the country
and their public-public support systems. Using
statistical and expert approaches factors that hin-
der the development of small business lending
from the standpoint of banks and from the stand-
point of small enterprises in Ukraine are identified.
An algorithm based on internal factors consider-
ation for studying the availability of credit for small
enterprise is proposed, based on the construction
of an economic-mathematical model. An effective
lending mechanism based on the coordination of
the interests of creditors (banks) and borrowers
(small business) has been developed and justi-
fied the feasibility of using it as an effective tool for
stimulating the development of small business in
Ukraine. Itis proved that the development of small
business in Ukraine is a significant underexposed
reserve of economic growth of the country, and its
activation is largely dependent on increasing the
efficiency of lending to banks by small enterprises
at all stages of its life cycle.
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B cmambe ucc/iedosaHb! 3apybexHbie Mooenu
KpedumosaHusi  Masioe0  busHeca  BeOyWUX

cmpaH MUpoBOU 3KOHOMUKU Ha OCHOBe cucme-
mMamusayuu rokasamesiell poau Masoeo rpeo-
MPUHUMamesl.cmsa 8 CMpaHe U cucmem ux
20cy0apCmBEHHO-06LLECMBEHHOU  0O0EPXKU.
C romMowjbto Cmamucmu4ecko20 U 9KCriepmHo20
100X0008 yCMaHOB/eHb! (hakmopsl, npernsm-
cmayrowue passumuro KpeoumosaHusi Masio2o
6u3Heca ¢ no3uyuu 6aHKoB U ¢ No3uyuuU MasibIxX
npednpusmuli 8 YkpauHe. Ha ocHose y4ema
BHYMPEHHUX ¢hakmopos, MpedsioxeH ai2opumm
uccnedosaHusi  docmyrnHocmu  kpeouma 07151
Ma/1020 MPeornpusimusi Ha OCHOBE MOCMPOEHUST
3KOHOMUKO-Mamemamuyeckol Modenu. Paspa-
60maH 3ghgheKmUBHbILU MexaHU3M Kpeoumosa-
HUSI, OCHOBaHHbIU Ha co2/1acosaHuu UHMepPecos
Kpedumopos (baHKoB) U 3aeMuWjukos (Masi020
6u3Heca), U 060CHOBaHa Ue/s1ecoobpasHoCcMb e20
MPUMEHEHUST KaK 3¢bghekmuBHO20 UHCMpyMeHma
CMUMY/IUpOBaHUsT pa3gumusi Masio2o busHeca
B YkpauHe. [JokasaHo, 4mo passumue Ma/io20
6usHeca B YkpauHe s18/15iemcsi CyWecmseHHbIM
Heooucro/1b308aHHOU  PE3EPBOM  IKOHOMUYE-
CKO20 pocma CmpaHbl, @ e20 akmusu3ayusi 8
OCHOBHOM 3aBLCUM 0M MOBbILUEHUST 3ghchekmus-
HoCcmu KpedumosaHusi 6aHKaMu Ma/ibIX rpeorpu-
AMUS Ha BCEX aMariax €20 XXU3HEHHO20 YUK/1a.
KntoueBble cnoBa: masibili GUSHEC, (hUHaHCU-
posaHue, MexaHU3M KpeoumosaHusi, kpeaumop,
3aeMUWUK.

Y cmammi 0oc/1ioxeHo 3apy6ikHI MOOesIi KpedumyBaHHS1 Mas1020 Bi3HeCY rPoBIOHUX KpaiH c8iIM0oBOI EKOHOMIKU Ha OCHOBI cucmemMamu3auyii nokas-
HUKIB poJii Ma/1020 MiONMpUEMHUYMBA B8 KpaiHi ma cucmem ix 0epasHoO-2poMadCkbKoi MiompUMKU. 3a 00MOMO20K0 CmamucmuyHo20 ma exkcrnepm-
HO20 Mi0X00i8 BCMaHOB/IEHO (hakmopu, WO Mepewkoo)aroms PO3BUMKY KpedumyBaHHs1 Mas020 GisHecy 3 rno3uyili baHKis ma 3 no3uyii Maiux
nionpuemcms 8 YkpaiHi. BcmaHos/1eHo 3a 00roMo20k0 MPUYUHHO-HAC/IOKOBOZO I MOPIBHSI/IbHO20 aHaslidy, Wo KPOKU, CPSIMOBaHI Ha PiLUeHHS Npo-
6/1eM HeeheKmuBHO20 MexaHi3My KpedumyBsaHHs Masi020 BI3HECY, MOBUHHI OOHOYaCcHO BXuBamucs siK 3 60Ky KpeoumHux opaaHizayili, 0epxasu,
mak i 3 60Ky camux Ma/1ux nionpuemcms. Komrsiekc 3axoois, nos’s3aHull 3 MOOO/IaHHAM «BHYMPIWHIX» Npo6aemM mMaaux nionpuemcms, € bibw
CK/1a0HUM i, N0 Cymi, BUUBAEMbCS B 3a2a/IbHUl Neperik 3ax00i8 ujodo MompuMKu Masa020 bisHecy. Ha 0CHOBI BpaxysaHHsS BHYMPIWHIX ghakmo-
pi8, 3anpornoHOBaHoO aa2opumm 00CAIOKEHHS1 docmynHOCMI Kpedumy 07151 Mas1020 MidnpUEMCMBAa Ha OCHOBI MO6YJ0BU €KOHOMIKO-MameMamuyHoi
modesii. BcmaHoB8/1eHO, W0 OCHOBHUM Kpumepiem docmynHocmi 6aHKIBCbKUX Kpedumis 0719 Mas020 6i3Hecy Mae 6ymu 3pocmaHHs Bapmocmi
OCHOBHUX BUPOBHUYUX ¢hoHOAiB, siKe 3abe3sredums BUKOHaHHST 0BOX Kpumepiig: po3mip MpoyeHmis He MoBUHEH rnepesulyysamu 3a2a/1bHo20 Mpu-
6YmKy ma po3mip 4ucmoeao npubymky MOBUHEH nepesulysamu 60p208i 30608'83aHHS. 3a 00MOMO20K KPUMUYHO20 aHanisy ma (hopmasibHoOI
7102iKu po3pob/1eHo eghekmuBHUL MexaHi3M KpedumyBaHHS, IKUl, Ha BIOMIHY Bi0 ICHYIOHUX, IpyHMYEMbCS Ha BUSHAYEHHI KOHKDEMHUX BHYMPILWHIX
ma 308HIWHIX MPob6/ieM ¢hiHaHcyBaHHsI Masi020 bi3HeCY ma, Ha ix 0CHOBI, 3ax00i8 W00 iX BUPIWEHHS, ma 06rpyHmMoBaHo 0oyi/ibHicmb (io20 3acmo-
CyBaHHS1 SIK eheKmuBHO20 IHCMPYMEHMY CMUMY/II0BaHHSI PO3BUMKY Masio20 bi3Hecy 8 YkpaiHi. [Jose0eHo, Wo po3suUmoK Masio2o bisHecy 8 Ykpa-
IHi € icmomHuUM HeO0BUKOPUCMAaHUM Pe3epBoM eKOHOMIYHO20 3p0CmaHHs KpaiHu, a lo2o akmusidayis 30e6i/bwo20 3a/1exums 8i0 Ni0BUUWEHHS
eghekmusHoCcMi KpedumysaHHs1 baHkaMu Masiux nionpuemMcmsa Ha BCix emarax (io2o XUmmEeBO20 YUKy ma € 0OHUM 3 K/IIOHOBUX Mpiopumemis
peay/noBaHHs1 coyiasibHO-€KOHOMIYHO20 PO3BUMKY €KOHOMIKU YKpaiHu.

KntouoBi cnoBa: masiuli 6i3Hec, ¢hiHaHCyBaHHS1, MEXaHIi3M KpedumysaHHsI, Kpeoumop, rno3uya/lbHUK.

Introduction. As evidence of theoretical studies However, it should be noted that the impact of small

and practical experience, small businesses are the
driving force of the economy nowadays, they are
the basis of the formation of a stable middle class
of countries. Small businesses are the largest seg-
ment of supporting global business, which promotes
not only the creation of new jobs and the provision of
a high level of employment, but also creates condi-
tions for raising the standard of living and people’s
income. They are also important factor in innovation
and transformation processes in the economic world.
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business on the economic is different in each coun-
tries: in Ukraine small business provides up to 21%
of jobs and its share in the national economy of the
country does not exceed 16% [1], while in developed
countries the share of small businesses in economy
is 52-70%, and it share in the total employment and
creating job opportunities is 55-82% [2].

The analysis of the small business regulation of the
activities in developed countries provides grounds for
arguing that its main instruments are finance, credit,
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tax and information [3]. In Ukraine, according to stud-
ies [4], development of a small business is impossible
without improving the financing system, and the main
problem that impedes its development is the lack of
liquid assets. This fact leads to the emergence of the
requirement for borrowed resources, and therefore,
objectively provides for the establishment of relations
with commercial banks in the field of lending.

Analysis of recent research and publications.
An overview of recent scientific publications in recent
years has shown that the problems of small busi-
nesses development in Ukraine. There are works
which are devoted to this problem as K. Vashchenko,
O. Kuzhel, Y. Ivanov, O. Mazur and others. The issue
of bank lending to small businesses is the subject
of research by Y. Galitsejskaya, N. Kovalev, Z. Kry-
hovetskaya, I. Semenchy and others.

However, the problem is the construction of an effec-
tive lending mechanism that would be able to optimally
satisfy the interests of both sides, the creditor and the
borrower, which determines the relevance of this study.

The research purpose is to develop an effective
mechanism for lending money and credit to small
businesses, based on the coordination of the inter-
ests of the creditor and the borrower.

Research results. In the past twenty years, small
business has become widespread throughout the
world. Considering the experience of foreign busi-
nesses, we came to the conclusion that any assis-
tance to small businesses, including financial and
credit, in different countries is carried out in different

ways, but necessarily with certain participation of
government bodies, be it direct subsidized, guaran-
teed loans from private banks or preferential taxation.

In the tab. 1 we have systematized comparative
indicators of the role of small business in the leading
countries of the world economy and their public sup-
port and development systems.

In studying foreign models of lending to small busi-
nesses (tab. 1), the main focus was on the experience
gained in the United States, Germany, France and
Japan. The analysis of the global experience of sup-
porting small business, shows that the most significant
participation of lending credits to small businesses in
the represented countries belongs to USA. The study
of this experience is important for small businesses in
Ukraine, especially in terms of developing a long-term
strategy for its development and support.

It should be noted that small business enterprises
are independent from the market economy, which
are characterized by mobility, the ability to quickly
adapt to changes in consumer demand, flexibility,
rational organizational structure of the enterprise, the
speed of development of production of new products
in small batches, and low operating costs [3]. At the
same time, small businesses experience significant
lack of funds at different stages of their life cycle:
from the moment of their establishment to the need to
replenish turnover funds. Within the framework of the
tasks set in our work, we analyzed the main sources
of loan resources for small enterprises, the results of
the analysis are presented in Fig. 1.

Table 1

The main indicators of the role of small business in the leading countries of the world economy

development

Country [ Indicator Ukraine USA Japan Germany France
MP share in GDP of the country, % 16 52 51,6 57 49,8
MP share in total employment, % 21 50,1 69,5 69,3 56,6
The share of MP in quanti
enterprises, % quanty 81,5 97,6 99,2 99,3 97,6
Amount of annual financial support of MP ($ billion)
On the support infrastructure: 0,001 0,8 1,64 1,8 15
Credits: - 21,6 39,9+2480* 61,9 9,2

* private loans

Guarantees: - 1,67 - 4,7
Government order and subcontract | In the stage There is a nationwide system of search and ordering

Infrastructure of services for MP

Financial and financial services In the stage There is a nation-wide ramified network of banks, funds,
development investment and insurance companies
Centers of development of MP 30 1100 313 374 600
Information centers 20 1100 13 33 34
S;Jrsklgess incubators and industrial 20 330 11 182 216
Export Promotion Centers - 20 net net 26
Social centers - 118 186 90 41
Public support Consumer Lobbying interests of MPs by various public, business
cooperatives associations at all levels of legislative and executive power

Source: compiled by authors based on [2; 5, 6]
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Fig. 1. The main sources of loan resources for small businesses
(% of respondents who received loans in one or more times)

Source: compiled by authors based on [1; 7]

As it is showed on Fig. 1, acutely small business
faces difficulties with access to credit resources (only
20,9% compared to using own funds at 57,5%). Such
a trend, in our opinion, is due to excessive require-
ments of banks for obtaining loans, limiting financial
opportunities and disabling of entrepreneurial activity.

According to the National Bank of Ukraine «Lend-
ing statistics for small and medium business» [7], as
of 2018, the small and medium business accounted
for 12,4% (a year earlier — 1,4%) of total business
lending. Such data is also confirmed by the survey
results presented in Fig. 1.

Considering the above, in order to increase the
share of financing small business by banks, it is expe-
dient to determine the characteristics that should be
given to an effective mechanism for financing small
business in Ukraine.

First of all, in our opinion, the development of such
an effective mechanism of bank lending business should
take into account the interests of both the creditor and
the borrower. Thus, the interests of the creditor, in addi-
tional to profit, may be support for the development of
business in the country, long-term cooperation with bor-
rowers in one or another branch. The economic interests
of small business entities are the desire to provide entre-
preneurial activity with sufficient cash to develop and
maintain positions in a competitive market environment.

In order to develop an effective mechanism for
financing small business, which is based on the coor-
dination of the interests of creditors (banks) and bor-
rowers (small business), at the first stage it is neces-
sary to identify the problems that hinder the process
of lending to date.

Among the reasons that impede lending credits to
small businesses from the standpoint of banks, it is
advisable to distinguish the following main factors [4-6]:

— opaque and unreliable reporting, lack of incen-
tives to adequately reflect the financial results in the
reporting;

— a small scale of business, making it difficult to
assess its status;
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— low quality of elaboration of business plans in
attracting loans;

— frequent legislative adjustments, mainly in the
area of taxation of small enterprises;

— low level of legal literacy of the borrower, which
prevents the proper execution of all necessary docu-
ments;

— high share and absolute value of operating (non-
interest) expenses in the process of lending due to
the insignificant size and term of the loan itself and,
as a result, the inability to ensure sufficient profitabil-
ity of operations due to small, in absolute value, inter-
est income of the bank;

— limited or complete lack of legal (and economi-
cally justified) mechanisms for reducing credit risk at
all stages of lending (analysis of a loan application,
business valuation, choice of collateral, loan support,
sale of collateral);

— complexity of refinancing and management of
a loan portfolio, which includes many various small-
scale loans.

It should be noted that as our research showed,
various aspects of the interaction between the bank
and the borrower are usually manifested.

As it was said earlier, there are also several «inter-
nal» problems that entrepreneurs face, which make
it difficult for small businesses to obtain bank loans.
The main factors of the alienation of small enterprises
from bank loans are the following:

— loans high interest;

— the need to make a deposit;

— difficulties encountered during the registration of
documents;

— reluctance of banks to lend to small enterprises;

— the availability of a loan in terms of the amount
of profit received by the enterprise;

— change of banking standards reduces the ability
to refinance existing loans.

In tab. 2 it is presented the substantiation of the
identified factors based on an analysis of the condi-
tions for lending by small business banks in Ukraine as
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the basis for the emergence of credit relations between
banking institutions and small business entities.

In tab. 2 it is showed that the lowest real rate is
18,70%, while in the European extreme rates they
range from 3,5 to 5,5% [2]. It is because of such high
interest rates that small businesses do not have a pros-
pect of development, which is why the issue is raised
about introducing changes in the banking sector in
order to scale the middle class through the creation of
an effective mechanism for financing small business.

Considering the established internal factors which
hinder and slow down the development of small busi-
nesses in Ukraine, we propose to conduct a study on
the availability of credit for a small business based
on the construction of an economic and mathematical
model. To ensure the growth of a small business, two
conditions [5-7] must be fulfilled:

1) Necessary ratio (where the amount of interest
should not exceed the total profit):

M°(t)=1-cP(t)-s>0 (1)
2) Sufficient balance (where the net profit should
exceed the debt):

—A>0 or

at
M(t)-S >0 or

E>0(2)

Granting a one-time loan attimet=0

where ¢ — specific cost; P(t)— output at time t in
value terms; S — parts of the main debt attime t; s —
interest paid in the same period; A(t) — the value
of fixed assets; M°(t) — total profit of a small enter-
prise; M(t) — net profit minus tax deductions; E(t) —
the share of net profit deducted for reinvestment.

In economic research, the value of the credit is
usually estimated by the indicator y (t), which is cal-
culated as the ratio of the debt obligation to the net
profit of a small enterprise:

u(t)= S0 = M\?t)

m(t)

At p (t) < 1 credit at time t is available, at y > 1 —
respectively, inaccessible. Condition (3) defines the
ratio of the parameters included in S and M (t) and
ensures the availability of loans for a small business.

Thus, with a sufficiently rapid increase in the value
of the main productive assets A (t), y (t) <1 is provided.

©)

The obtained modeling results indicate that the
main criterion for the availability of bank loans for
small businesses should be the increase in the value
of fixed assets, which will ensure the accomplish-
ment of two criteria: the amount of interest should not
exceed the total profit and the amount of net profit
should exceed the debt.

Thus, we have established that the steps aimed at
solving the problems of the ineffective mechanism of
lending to small businesses should be taken simultane-
ously both by credit organizations, the state, and by the
small enterprises themselves. The complex of activities
related to overcoming the "internal" problems of small
enterprises is more complex and, in fact, results in a
general list of measures to support small businesses.

Thus, in this research which focused on the prob-
lems of small business financing in Ukraine, identify-
ing factors that slow down its development, as well
as studying the experience of European countries in
improving the mechanism for stimulating the devel-
opment of small business, we have developed an
effective (effective) mechanism for coordinating the
interests of creditors (banks) and borrowers (small
business) in the process of lending, which, unlike
existing ones, it's based on the definition of specific
internal and external problems of financing small busi-
nesses and, on their basis, to their solution (Fig. 2).

Conclusions. The development of small business
in Ukraine is a significant understatement of the coun-
try's economic growth. Its activation, as shown by the
study we conducted, largely depends on increas-
ing the efficiency of lending to small businesses at
all stages of its life cycle. We have found that steps
aimed at solving the problems of the ineffective
mechanism of lending to small businesses should be
taken simultaneously both by credit organizations,
the state, and by the small enterprises themselves.
Considering the above, we developed and substan-
tiated the feasibility of introducing a mechanism for
coordinating the interests of creditors (banks) and
borrowers (small business) in the process of lending
as an effective tool for stimulating the development of
small businesses in Ukraine.

The prospect of further research in this direction
is the expansion of the proposed mechanism, con-
sidering the global trends in the transition to a new
technological approach — the Industry 4.0.

Table 2
Bank’s terms of lending to small business in Ukraine as of 2018
Bank Actual bid Annual rate One-time commission Advance
UKRSIBBANK 18,70 16,90 1% of the amount of 30,00%
PrivatBank 19,00 19,00 % - of 0,00%
Savings Bank 19,37 19,00 % 0,2% of the amount of 25,00%
Credit Agricole 19,85 18,00 % 1,00% of the amount of 25,00%
Ukrgasbank 19,95 18,10 % 1,00% of the amount of 30,00%

Source: compiled by authors based on [8; 9]
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Problems of Small Business Financing

v

\’

Internal problems
- opaque and unreliable reporting
- a small scale of business,
- poor quality of business plans,
- frequent legislative adjustments,
- low level of legal literacy of the
borrower,
- limited or complete absence of legal
mechanisms for reducing credit risk;
- complexity of refinancing and
management of a loan portfolio.

External problems
- high interest on loans
- the need to make a deposit,
- difficulties encountered during the
registration of documents,
- reluctance of banks to lend to small
enterprises,
- availability of a loan in terms of profit,
- changing banking standards reduces the
ability to refinance existing loans.

\

} —

Measures to develop small business lending based on
identified problems D .

Measures to solve internal problems:
- opening accounts - this will reduce the
distrust of the banking sector to the sphere
of small business;
- increase of own level of legal literacy:
ability to clearly substantiate the
objectives of crediting and to calculate the
most profitable variants of a loan

Measures to solve external problems:
- reduction of lending interest rates;
- review of the policy of limiting the
volume of credit resources;
- simplification of procedure for small
business lending.

Fig. 2. The mechanism of coordination of the interests of creditors (banks)
and borrowers (small business) in the process of lending

Source: developed by authors
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